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FOREWORD

Following an intensive appraisal of current and emerging man-
gower problems, conducted from May through December 1963, the

ubcommittee on Ermployment and anpower presented its ﬁn(imgs
and recommendations in a report entitled “Toward Full Employment:
Pro;I)‘osals for a Com;)rehensive Employment and Manpower Policy
in the United States.” Taken together, the whole emphasis of the
recommendations by the majority members of the subcommittee was
that the employment goal, among those established by the Employ-
ment Act of 1946, should be more vi%lorously pursued. It was sug-
gested that the legislative mandate to the executive branch be strength-
ened if necessary by amending the act. On October 1, 1964, Senator
Wayne Morse, of Oregon, and Senator Gaylord Nelson, of Wisconsin,
joined with me in sponsoring a bill designed to achieve that purpose.

Since specific legislative proposals in this connection were not taken
uf during the 1963 hearings, I requested the staff to zompile a selection
of materials which would provide subcommittee members with a
broad background of developments leading to the Employment Act
of 1946, and also with appraisals of its adequacy and effectiveness over
the past 18 years. The material in this volume spans the late 1920’s
and the great depression, a period which spawned revolutions in eco-
nomic thought and policy. It is the fifth volume in the series, “Se-
lected Beadﬁngs in Employment and Manpower.” Subseguent vol-
umes will complete the historical background and review. I am sure
it will prove to be a valuable working document for Members of the
89th and subsequent Congresses. It is essential to the deliberations of
this subcommiitee and I therefore order it to be printed. -

JoserH S. CLARK,
Chairman, Subcommittee on Employment and Manpower.
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INTRODUCTION

As the 89th Congress convenes, less than three decades have elapsed
since the publication of Keynes’ “General Theory of Employment In-
terest and Money.”

Less than two and a half decades have elapsed since World War IT
brought the great depression to an end.

Yet in these three brief decades most of what may be called Ameri-

-can employment and manpower policy has evolved. ~ This volume pro-

vides an account of the great depression of the 1930’s and the thinking
and policies directed at relieving its effects and starting recovery..
In 1929, just before the great crash, before statistical measurement

~ of unemployment even existed, there was already a growing concern

-specific examp

about unemployment, its causes, and the possibility that it was in-

creasing. The article by Sumner H. Slichter, a distinguished Harvard

economist, represents a professional look at what were disturbing
employment declines in several industries, and an analysis of several
alternative explanations. This makes for an interesting parallel to

-current discussions of unemployment, especially in light of the con-

cluding plea for “efficier.t national organization of the labor market.”
Nor was concern limited to professionals in the academic world: The
report of the Senate Committee on Education and Labor in March
1929 is an interesting reflection of congressional concern. The study

-commissioned. by the committee, and conducted by Isador Lubin, of
‘the Brookings Institution follows. William Leiserson’s article dis-

cusses some of the characteristics of “prosperity unemplogment”——
notably the plifht of oider workers. Beulah Amidon assembled some

es of technological change and worker displacement
of the times. Isador Lubin’s article “Let Out” is a vivid account of
the personal impact of unemployment in a market of limited employ-

ment alternatives. Taken together, these represent a rather wide-

spread concern about joblessness in a year in which unemployment
averaged an estimated 1.6 million or 3.2 percent of the labor force.
John Kenneth Galbraith, a distinguished economist, ambassador,

:and historian of the great crash hassaid :

'Some years, like poets and politicians and some lovely women, are singled

-out for fame far beyond the common lot, and 1929 was clearly such a year. Like

1066, 1776, and 1914, it is a year everyone remembers * * * A reference to

‘1929 has become shorthand for the events of that autumn.

Those events are seen through the eyes of two observers in this volume.

‘Arthur M. Schlesinger, Jr., author of “The Roosevelt Years,” cast the
-events mainly in their political environment ; Frederick Lewis Allen’s

treatment is more descriptive of the stock market and those who oper-
ate in it. ' o :
“Statistics are bloodless things” states Frederick Lewis Allen at

‘the start of his description of events in 1932. The skill with which

the data were made human, places “Black Depression” high among

‘the descriptive classics of the human misery, frustration, and hope-

X




X INTRODUCTION

lessness which attended mass unemployment in the great depression.
This is followed by a technical by a readable discussion of the then
current debate over technological unemployment. It was authored
by Alvin H. Hansen, who later became one of the first architects of
full employment policy preposals. The article by Julius Barnes is
a_view of unemployment as seen from the “businessmen’s” point of
view.

“x * % Tf then, I am right * * *” said Keynes in 1931, 5 years

before publication of his General Theory, “* * * the fundamental
cause of the trouble is the lack of new enterprise due to an unsatis-
factory market for capital investment * * *’ It was the investment
function which was to play a central role in the General Theory and
the Keynesian Revolution. Richard A. Lester describes.the futility
of the generally held business view that price stability would restore
confidence and start the Nation toward prosperity again while at the
same time workers were being laid off and incomes were declining.
E. Wight Bakke describes the experience of a typical individual ac-
tively seeking work in 1933. “The Hungry C?i’ty” was written by
Joseph L. Heffernan, then mayor of Youngstown, Ohio, and is an
account of the frustrations encountered by a public official attempting
to deal with the problems of mass unemployment and the timidity in
seeking new solutions. Part I of this series concludes with a look
backward at 1929 by John Kenneth Galbraith from 1954.
By way of prefacing part II of this volume, which deals with de-
pression programs and proposals, a chronology of congressional efforts
to stabilize employment before the depression has been included. Ed-
ward Eyre Hunt, writing in 1929, describes President Hoover’s recog-
nition of unemployment as a national problem since 1921, and his
concern about it. Senator James Couzens, of Michigan, reviews the
hearings on unemployment before the Senate Education and Labor
Committee in 1929 and the recommendations based thereon. The
statement by President Hoover in-March 1930 is famous for the ex-
pressed conviction that the worst effects of the collapse were over.
“Prosperity cannot be restored by raids upon the Public Treasury,”
stated President Hoover at the end of 1930 in response to efforts in
Congress to increase relief measures. The Congressional Digest sum-
marizes the Hoover unemployment program. :

“What shall we do about unemployment ?” is the editorial query of
the Nation magazine in December 1930, and ‘recommends enactment
of legislation sponsored by Senator Wagner of New York to establish
a national unemployment insurance system and a national public em-
ployment service. “Responsibility in Albany” affords a look at Roose-
velt as Governor of New York, those who surrounded him, and the
thinking of the team that was to enter the White House in March 1933.

H. R. Mussey reviews the three prolposa,lsbeing considered to deal .
arles

with unemployment in. 1930. Ch A. Beard, prolific observer
of the American scene, proferred a “5-year plan” for the country in
mid-1931. President Hoover’s message to Congress at the end of that
year claimed that data from the Public Health Service showing de-
clines in sickness and mortality rates proved that the unemployed
were being “protected from hunger and cold;” it protested further in-
volvement of the Federal Government, and expressed faith in the
ability of the economy to recover because it had always done so in the
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INTRODUCTION XE

past. Sumner Slichter describes the extent of joblessness in 1932 and
the size of the relief burden. He also discusses the weakness of public
works efforts, the futility .of attem][:ts to “spread work” among 11
million unemployed and a host of other programs and proposals.

The Agenda of Reform reviews variations in thinking of leading
economists in the early thirties, some of whom were to become influ-
ential in the “New Deal.” Gifford Pinchet demands tnat tax rates
on upper incomme brackets be increased to provide funds for Federal
relief. Senator Robert F. Wagner discusses the need for a com-
pulsory national unemployment insurance program and reviews the
extensive development of such programs in other countries. Isador
Lubin reviews the testimony of witnesses on questions of economic
planning before the Senate Committee on Manufactures. A bill,
sponsored by Senator Robert F. LaFollette, Jr., proposed creation of
a National Economic Council, similar in function to the present Coun-
cil of Economic Advisers. Frances Perkins, who was to become Sec-
retary of Labor in the Roosevelt Cabinet, poses unemployment insur-
ance as an alternative to “the dole.” A debate over the merits of
Senator Wagner’s employment service proposals-is reproduced as it
appeared in the Congressional Digest in January 1931. Mauritz A.
Halgren gave another view of relief needs and responsibilities.

By March 1933, the depression had persisted for more than 3
years. According to estimates made later, joblessness rose from 1.6
million persons in 1929 to 12.1 million in 1932. E. Wright Bakke
describes the early experience and impact of unemployment relief
efforts. Covington Gill describes the direct relief program under the
Federal Emergency Relief Administration. Otto Nathan reviewed
the NRA in the context of what it might contribute to long-run stabili-
zation, In “Jobs for All,” a New Republic article appearing in July
1935, Jonathan Mitchell gives a critical appraisal of employment re-
lief programs.

“The year 1935 marked a watershed,” wrote Arthur M. Schlesinger,
Jr., . . . the strategy of the New Deal experienced a subtle but per-
vasive change.” Ir “The Ideology of the Second New Deal,” ha de-
scribes the many facets of that change, and the inroads that Keynes
was making in the prevailing concepts of political economy. “Roose-
velt’s Tree Army” is a discussion of the Civilian Conservation Corps.
“Can We Employ the 8 Million?” is really a debate over whether or
not industry could recover unaided. With unemployment at 8 million
John G. Jones cites the “unfilled need for nearly a million skilled
workers.” The rejoinder states that industry cannot possibly cope
with the situation alone, and suggests that one reason for the shortage
of skilled workers is that too many people are going to college. Emer-
son Ross examines the unemployment situation in early 1937 and its
implications for future programs. In “Unemployment and Recovery,”
Edwin E. White looks at the need for skille«i) workers and calls for a
“revival of apprenticeship.” Sumner Slicher examines the recovery
Eollcies of the New Deal. The wait for the economy to right itself

ad thus far been in vain. President Hoover was convinced that gov-
ernment intervention would prevent recovery, intensify unemploy-

ment, and that relief would demoralize workers. On inauguration -

day “the fog of despair hung over the land.” In Prologue, 1933,
Arthur M. Schlesinger describes the mood of the country and the ride
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X1 INTRODUCTION

of Hoover and Roosevelt from the White House to the Capitol. “This
Nation rﬁks forhacti‘(‘)?), and action now,” stawdkRoo:eve ttm hlslﬁral)'-
maugural s . ur greatest primary task is to put people
work.,” Theg?leTcew Dea,l”hgdoomme%ced. 7 A

The “Blue Eagle,” as the National Recovery Administration be-
came known, was one of the early programs of the New Deal. An
'ea.rlg appraisal of its effectiveness was undertaken by J. M. Clark,
protessor of economics at Columbia University. .
Dean Brimhall reviews the accomplishments of the WPA. Paul
"Webink’s article is an overview of unemployment and New Deal pro-
grams from the vantage point of mid-1940. The volume concludes
Elg‘l(ll Iltiobert L. Heilbroner’s classic and uniquely literate treatment of

ord Keynes.

The material in this and subsequent volumes dealing with the history
of employment and manpower poh(f:y was compiled and organized by
Frazier Kellogg, staff economist of the subcommittee. e task of

thering material contained herein was made eminently more efficient

y the able assistance of Peter Sheridan and his staff at the Legislative
Reference Service in the Library of Congress.
, JosepH S. CLARE,
Chairman, Subcommittee on Employment and Manpower,
Senate Committee on Labor and Public Welfare.




PART 1. THE CRASH AND DEPRESSION
| - [From Survey, Apr. 1, 1920] S
RECENT EMPLOYMENT MOVEMENTS

(Br‘ SUMNER H. Smoirrm) | o

. For the first time in the history of this rapidly growing country
employment in our two lar branches of industry—farming an
manu acturin%—is manifesting a definitely downward trend. The
drop has not been a momentary slump such as business depressions
have often produced. It is a longtime trend which has been going
on in agriculture since about 1910, and in manufacturin% since 1920,
and which may continue for some time to come. In addition, there
has been a substantial decrease in the number of railroad workers
since 1920, and employment in mining has remained substantially
stationary.

The greatest dro;;lhas occurred in farming. The agricultural census

of 1925 indicates that farm population diminished by 2,500,000 be-
tween 1920 and 1925, and the Department of Agriculture estimates
that there was a further fall of nearly 1,300,000 between 1925 and
1928. Not all of the persons who left the farms were employed in
agriculture, but if the proportion so employed was the same as in the
total farm %:)pulationv of 1920 (admittedly a conjectural assumptior‘:},
~ then there has been a drop of approximately 1,200,000 in agricul
tural employment. The decrease in factory workers between 1919
and 1925 was over 800,000. The change since 1925 is uncertain, but
the index of the Bureau of Labor Statistics indicates that factory
workers in 1928 were 200,000 less numerous than in 1925 (assuming
that the bias in the index, due to its failure to take account of new
g‘lﬁnts, has been the same since 1925 as it was between 1923 and 1925).
e decrease in railroad employment since 1920 has been about 300,000
(exclusive of the dro% in the shop forces which is counted in the de-
crease in factory employment). In all, there has been a decrease of
about 2,300,000 during the last 8 years in the number of persons em-
ployed in four major branches of industry—farming, manufacturing,
railroading, and mining. | B |
Between 1920 and 1928, the population of the country increased by
13,600,000. Were it not that employment in many branches of in-
dustry has grown at a spectacular rate, we should undoubtedly be con-
fronted with unemployment of unprecedented volume. But between
1920 and 1927 the number of workers in the building trades increased
by possibly 800,000. The more than two-fold gain in automobile reg-
istrations has led to an increase of roughly 750,000 persons engaged
in selling and servicing automobiles and of more than 500,000 in the
number of hotelworkers. Public-school teachers increased by 135,000
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1590 SELECTED READINGS IN EMPLOYMENT

. between 1920 and 1926, and telephone employees by over 78,000 be-

tween 1920 and 1927. L. B. Mann estimates that there are now 100,000
more life insurance agents than in 1920. Bobbed hair and a sub-
stantial rise in the purchasing power of salaries and wages have pro-
duced a boom in the barbering and beauty-parlor businesses and an
increase of nearly 200,000 in the number of barbers and hairdressers.
Finally, the students in secondary schools and colleges have increased
from 3,100,000 in 1920 to nearly 5,200,000 in 1926, or 67 percent.
Whether or not the net result has been a growth in unemployment no
one knows, because there are too many uncertain items on each side
of the balance sheet. One thing, however, is certain—occupational
shifts of almost revolutionary size and rapidity have been occurring.
These shifts are the outstanding characteristic of the present labor
‘market. What causes lie behing them and what problems of ‘public
policy do they create ? v A

The recent shrinkage in agricultural, factory, and railroad employ-
ment and the stationary employment in mining have not been caused
by a drop in production. Agricultural output it is true, was slightly
less than in 1927 than in 1920 but factory production-increased 22 per-
cent, the output of freight-ton-miles by the railroads about 4 per-
cent, and the output of mines about 20 percent. The growth of physical
output in the face of shrinkage or stationary employment has led many
persons to attribute the displacement of men to labor-saving methods
and machines. Fewer workers are said to be needed because each man
is producing so much more. It is pointed out, for example, that

‘whereas the average output per factory worker actually diminished

by about 5 percent between 1909 and 1919, it increased about 30 per-
cent between 1920 and 1927. | | o

_ But this explanation is too simple to fit the facts. In the first place,
in neither mining nor railroading has production per employee grown
so rapidly since 1920 as it did during the decade ending with 1919.
Yet between 1910 and 1920, the number of mine workers and railroad
workers increased. In the second place, the shrinkage of employ-
ment in manufacturing has occurred to a great extent in industries
-which have suffered from contraction of markets rather than in those
in which technical change has been most rapid. Ship and boat build-
ing, which lost 337,000 men, alone counts for over half the total drop
among wage earners in manufacturing between 1919 and 1925. The
a%ricultural depression is mainly responsible for the decrease of em-
ployment in the farm-implement and fertilizer industries, and chang-
Ing fashions and social habits largely account for the fewer workers
engaged in the manufacture of buttons, needles, hooks, pins, eyes,
snap fasteners, hairpins, combs, jewels, cigar boxes, sewing machines,
and sewing-machine cases and attachments. In about 23 industries
a major, if not the major, reason for the shrinkage of em;f)loym'ent
has been contraction in the market. These industries account for about

-three-fourths of the total drop in factory emplo ent between 1919

.and 1925. In the third place, the industries which have been character-
‘ized by most revolutionary technical changes do not necessarily em-
ploy fewer workers. The petroleum-refining, automobile, pottery, ce-
‘ment, and cast-iron-pipe industries have all experienced radical tech-
nical changes during the last 7 or § years, but n every instance there
Mas been a substantial increase in their total employment since 1920.
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Closely related to the suggestion that machines are primarily re-
sponsible for the shrinking or stationary employment in.farming,
manufacturing, railroading, and mining, 1s the theory, advanced fre-

quently during the last year, that the producing power of industry has

been outrunning the purchasing power of the public.  But this theory
will not bear examination. To begin with, the extraordinary flood of
goods which is said to be taxing the public’s ability to purchase is not
mn evidence. Agricultural output in 1920 was greater than it has been
in any subsequent year. Factory and mineral production increased
substantially between 1920 and 1923, but since 1923 they have in-
creased less rapidly than during most of the first two decades of the
century. During the quinquennial ending in 1927, factory output
gained only 4 percent as against 22 percent between 1899 and 1904,
30 percent between 1904 and 1909, 6 percent between 1909 and 1914,
andpg6 percent between 1914 and 1919. The output of mines was al-
most stationary—it increased less than 2 percent as against a 90-per-
cent expansion during the period 1898-1900—1908-10, and 45 percent
during the period 1908-10—1918-20. The output of railroads has

~also been practically stationary since 1923. During the first two

decades of the century, however, it grew rapidly—43 percent between
1899 and 1904, 37 percent between 1904 and 1909, 27 percent between
1909 and 1914, and 29 percent between 1914 and 1919. These figures
deserve special emphasis. During the years of the much vaunted
“Coolidge prosperity,” the production of four major branches of in-
dustry was almost stationary. Clearly it is ridiculous to assume that
the country has been deluged with a rapidly rising flood of goods.

But the case against the overproduction theory of displacement be-
comes stronger when we examine the value of the output of farming,
manufactiuring, railroading, and mining. Although the physical
product has been growing at a modest rate, the value product, due to
falling prices, diminished from approximateliy $107,420 mil’lion in
1920 to 84,91’7 million in 1923, and $88,033 million in 1927. "~In other
words, the amount received by farmers, manufacturers, railroads, and
mines for their output in 1927 was approximately 18 percent less
than in 1920, and only about 814 percent more than in 1923. During
the same time, however, the number of dollars spent by the country
was rapidly growing. The best index of national expenditures is
furnished by debits to individual accounts. Prof. M. A. Copeland
has estimated that the total volume of debits in 1927 was 35 percent
above 1920, and 41 percent above 1923. In order to be conservative,
however, we shall measure expenditures by the actual debits in 140
cities exclusive of New York. In 1927, they were 17 percent above
1920 and 25 percent above 1923. In view of these figures, it is con-
servative to assume that the dollar expenditures of the country in 1927
were at least one-fifth more chan in 1920 and one-fourth more than in
1923. Since the output of farms, factories, railroads, and mines has
been diminishing in value while the country’s volume of spending
has been increasing, it is scarcely possible to explain the trend of
employment in these four main branches of industry by the country’s
inability to purchase their products.

- Still another popular explanation of the falling or stationary em-

ployment in’ some branches of industry is the alleged restriction of
production on the part of employers—a restriction rotivated by the
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fact that greater profit can be made by selling a limited output at a
higher price and made possible by trade associations and other devices
for creating concert of action. But this explanation obviously does
not apply to either agriculture or railroading, which together account
for over two-thirds of the total shrinkage in'employment. Nor does
it apply to bituminous coal mining which, from the standpoint_of
employment, is by far the most important of the mining industries.
Some color is lent to the theory that during the last 5 years combina-
tions of manufacturers have limited output, by the fact that between
1919 and 1923 the physical output of factories increased by 28 per-
cent whereas between 1923 and 1928, according to the latest figures, it
increased only 10 percent. In many branches of manufacturing,
however, competition has been notoriously severe. Furthermore, ab-
sence of effective restriction is indicated by the decrease of about 7
percent in nonagricultural wholesale prices between 1923 and 1927,
and by the exceptionally high failure rate among manufacturing en-
terprises. In fact, substantially more manufacturers failed durin%
each of the 5 years from 1928 to 1927 than in 1921, the worst year o
the depression. .. - _ S

Evié)ently a major reason for the trend of employment in agricul-
ture, manufacturing, railroading, and mining is the state of demand—
the reluctance of the public to buy more from these branches of in-
dustry. Even the modest increases in physical output during the last
4 years have been forced upon the market only by price reductions—
for between 1923 and 1927, the average wholesale price of nonagricul-
tural products decreased 7 percent and of mineral products about
9 percent and the gross revenue of railroads per ton-mile and the
average farm };rice of 30 commodities each dropped about 3 percent.
Tt is this unwillingness of the public to buy more agricultural com-
modities, manufactured goods, railroad service, and mineral products
which, in conjunction with the growing dproductivii:y of labor, explains
the course of emﬁ)loyment in these industries. Only because of the
state of demand has the growing effectiveness of labor tended to dis-
place men quite as much as to increase the output of farms, factories,
railroads, and mines. o :

The effect of relatively stationary demand and of technical progress
upon employment in farminﬁ, manufacturing, railroading, and min-
ing has been accentuated by the movements of ( 1) wages, fﬁ the price
of producers’ goods, and (3) longtime interest rates. of these
Erices have fallen since 1920, but producers’ goods and interest rates

ave decreased much more than wages. Consequently employers have
found it profitable to use relatively more capital and relatively less
. lakor. Just how great has been the incentive to substitute capital for
labor is roughly indicated by the fact that the average hourly earnings
of a factory worker would purchase 67 percent more producers’ goods
in 1927 than in 1920, and 21 percent more than in 1923. And in 1927
monegofor investment in plant and new machinery could be borrowed
for about one-fourth less than in 1920 and for about one-seventh less
thanin1923. . = U

The rapid substitution of capital for labor is best indicated by
changes in the number of wage earners and in the capacity of prime
movers. In railroading, for example, the tractive power. of locomo-
tives per railroad employee increased 11 percent between 1913 and
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1920, but 35 percent between 1925 and 1927. In manufacturing, the
number of waie earners and the amount of horsepower in the average
factory have changed as follows: | - ‘

' ' | Horsspower :
Wage earners| Horsepower | pér wage .. i

n 1914..... S - . 3 126

3.2

1010 m— - 21 137 3.3

b 175 — 45 169 3.8

1 1925 - 45 193 4.3

It will be observed that, between 1914 and 1919, there was substan-

. tially no change in the amount of installed power per wage earner, but
that after 1919 the amount of power per worker increased nearly
one-third. - .
To assert that price movements are causing the displacement of men
. is not simply another way of saying that new inventions are displac-

ing men. Technical change might take the form of methods which
require less capital and more labor. But the price movements of the
last 8 years have created an incentive for a particular kind of techni-
cal change; namely, methods of u})roduction, which require relativel
little labor. Behind the particular kind of technical change whic
has oceurred are the price movements that have made this sort of
change especially profitable. Furthermore, these price movements
have made it profitable to displace men even where new machines
have not been invented because they have made it advantageous to
use the existing machines in situations where formerly it did not pay.
Even had no labor-saving devices been invented, recent price move-
ments alone would have caused the displacement of some men.

If the public is spending more in all, but less for the products of
farms, factories, railroads, and mines, its outlays for many other things
must have expanded stupendously. Some of the ways in which money
is being spent produce little employment, and if unemployment today
is abnormally large, part of the explanation must be that huge sums
T are being used in ways that set relatively little labor at work., For
' example, in 1928 the public spent nearly $70 billion on the New York
% Stock Exchange—more than twice as much as in either 1920 or 1923.
iy The number of real estate transfers has also increased since 1920.
‘ It is obvious that expenditures for neither stocks nor real estate create !
- many jobs. On the other hand, some of the shifts in spending have 4
created many new jobs. Behind the rapid increases in the number
of building tradesmen, teachers, telephone employees, and life insur-
ance agents is the fact that since 1920 the country has approximately
- doubled its expenditures for their products. It is these spectacular
shifts in the Nation’s expenditures which make the employment prob-
lem of today primarily one of shifts in the demand for labor rather
than of shrinkage in the number of jobs. : :

Nevertheless large and rapid shifts in the demand for labor, even
though not accompanied by a net decrease in the total number of
jobs, may create serious unemployment in some occupations and in
some regions. Indeed, being thrown out of work by a permanent
decrease in the staff is often more burdensome than being thrown
out by a seasonal or a cyclical sl'mn, In the latter cases the work-
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man is fairly certain that within a few months he will again be needed
by his old employer and that he will soon be back at his old job. He
is without work, but he does not necessarily regard himself.as withont
a fjob or without an employer. But the man who is dismissed because
of a permanent reduction of staff is without both work and a job. He
must find -2 new employer, possibly in a new industry, and often in
another city. ; _ o N ,

Permanent staff reductions are especially disastrous for the oldest
and the least efficient men—the very ones whom enterprises are most
likely to lay off and who are most likely to experience difficulty in
obtaining work. It is not surprising, therefore, that there has been
much complaint during the last several years concerning unemploy-
ment among older men. All of this has an important bearing on the
problem of old-age pensions. A man who loses his regular job and
who, on account of his age, must struggle along with intermittent
employment at low wages is likely to use up, 10 or 15 years earlier
than he intended, the savings which he accumulated against old age.
Not because he has failed to save, but because market shifts or tech-
niecal chan%es have deprived him of steady work 10 or 15 years before
the normal age of retirement, he may find himself destitute at 60 or
65. In view of the fact that market shifts or industrial progress,
from which the rest of the community profits, are partly responsible
for this destitution, the community has a peculiarly strong obligation
to provide these men with a pénsion. The greater the shifts in demand
and the more rapid the rate of technological change, the more acute
is the need for old-age pensions.

But the problems created by employment shifts are by no means
confined io the older workers. Any man who is displaced because
the number of jobs in his occupation or industry is shrinking, is likely
to have trouble in finding work that he is especially ‘wel% qualified
to do. His difficulty is likely to be enhanced by the fact that the
shifts in emnloyment are regional as well as occupational and indus-
trial. Jobs which he could well fill may be available but they may be
so far away that he does not learn of them. The following taile, how-
ever, showing the changes in the number of factory wage earners
between 1919 end 1925 and in the farm population 10 years of age
and over between 1920 and 1925, indicates the unevenness of the re-
gional changes in these industries.

1]
Farm
Factory population
Region : ems Pe{gl!llt of | 10 ye%rs of Pe;leent of
TS, change age and over chan

1919-25 1020-25 g
New England.. -229,173 -17.0 419,076 +3.7
Middle Atlantic -381,614 -13.3 -82, 806 ~5.5
East north central - -53,819 -2.3 -~314, 674 -8.3
‘West north central. -—46, 815 ~0. 4 -177, 704 -4.6
South Atlantic.__ . +21, 622 +2.7 -524, 149 ~11.4
East south central <426, 769 +8.1 —387,672 -10.3
West south central : PR -—20,084 -7.0 —325,440 —8.6
Mountain.__... . . —8,842 :=8.1 ~108,828 -12.7
Pacific_. -20,155 -—4.6 413,225 +1.6
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Five-sevenths of the decrease in factory employment, it will be ob-
served, occurred in the New England and Middle Atlantic States.
These States, however, contained only 47 percent of the total factory
‘wage earners in 1919. Nearlytwo-thirds of the decrease in farm popu-
lation occurred in the South. It will be observed also that factory
employment increased in the South Central States and farm population
increased in New England and in the Pacific States. The figures by
industries and States would show a still more spotted distribution of
employment changes. The flour industry, for example, has been de-
creasing in Minneapolis and increasing in Buffalo, Kansas City, and
St. Louis; cotton manufacturing hasbeen diminishing in New England
since 1921, but growing in the South; the coal industry has been de-
clining in Illinois, Indiana, Iowa, Ohio, and Pennsylvania, but expand-
ing rapidly in K’entucky,',:Yil,‘"inia, and West Virginia. Farming is
increasing in the Dakotas, Nebraska, Kansas, Oklahoma, Texas, and
Colorado.

The uneven regional distribution of occupational changes indicates
the need for an efficient national organization of the labor market. The
need is as urgent as was, until a few years ago, the need for efficient
organizations to distribute railroad cars or credit. Again and again
one section of the country suffered from lack of cars or credit, while
others had surplus supplies. Shippers’ advisory boards and the Fed-
eral Reserve bank have ended regional car and credit shortages. Some
employers are opposed to any arrangement which increases the mobil-
itfy of iabor. But the economic justification for improving the mobility
of labor is precisely the same as the justification for improving the
mobility of credit or of freight cars. If itis legitimate for the Govern-
ment, through the agency of the Federal Reserve banks, to create a
national market for certain varieties of cominercial paper, it is equally
iegii;irlr)lgte for the Government to assist in creating a national market

or labor.




3. Rept. No. 2072, 70th Cong., 2d sess.]
CAUSES OF UNEMPLOYMENT

FEBRUARY 25 (calendar day, MarcH 1), 1929.—Ordered to be printed

Mr. Couzens, from the Committee on Education and Labor, sub-
mitted the following

REPORT

" [Pursuant to S. Res. 219]

Under date of May 3, 1928, the Senate adopted Senate Resolution
219 of the 70th Congress, 1st session. The resolution was as follows:

Whereas many investigations of unemployment have been made during recent
years by public and private agencies; and :

Whereas many systems for the prevention and relief of unemployment have
been established in foreign countries, and a few in this country; and

Wkereas information regarding the results of these systems of unemployment,
prevention, and relief is now available ; and .

Whereas it is desirable that these investigations and systems be analyzed and
appraised and made available to the Congress : Therefore be it

Resolved, That the Committee on Education and Labor of the Senate, or a
duly ‘authorized subcommittee thereof, is authorized and directed to make an
investigation concerning the causes of unemployment and the relation to its
relief of (a) the continuous collection and interpretation of adequate statistics of
employment and unemployment; (b) the organization and extension of systems
of public employment agencies, Federal and State; (c¢) the establishment of
systems of unemployment insurance or other unemployment reserve funds,
Federal and State, or private; (d) curtailed production, consolidation, and eco-
nomic reconstruction; (e) the planning of public works with regard to stabiliza-
tion of employment; and (f) the feasibility of cooperation between Federal,
State, and private agencies with reference to (a), (b), (¢), and (e). For the
purposes of this resolution such committee or subcommittee is authorized to hold
hearings and to sit and act at such times and places; to employ such experts
and clerical, stenographic, and other assistanis; to require, by subpena or other-
wise, the attendance of such witnesses and the production of such books, papers,
and documents; to administer such oaths and to take such testimony and make
such expenditures as it deems advisable. The cost of stenographic services to
report such hearings shall not be in excess of 25 cents per hundred words. The
expenses of such committee, which shall not be in excess of $15,000, shall be paid
from the contingent fund of the Senate upon vouchers approved by the chairman.
The committee or subcommittee shall make a final report to the Senate as to its
findings, together with such recommendations for legislation as it deems advis-
able, on or before February 15, 1929,

Shortly after the Senate had adopted the resolution your committee
met to consider plans for making the survey. The assistance of the
Institute of Economics of the Brookings Institution of Washington,
a nonpartisan, private organization, was sought, and the institute
assigned Dr, Isador Lubin, of its stafl of economists, to assist in direct-
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ing the work. The work of the institute has been voluntary, and, as a
result, the expense of the survey to the Government has been slight,

The committee and the Senate owe the Institute of Economics a
deby of gratitude, and the committee herewith expresses it and also
‘comﬁliments the institute upon the work it has done, .

The report of Dr. Lubin which summarizes the evidence sub-
mitted to the committee and comments upon: it, is printed at the
conclusion of the printed hearings. Anyone who has followed this
work or is interested in this subject should read this report. o

The committee is likewise indebted to the Industrial Relations
Counselors of New York, another endowed organization which has
been interested in the subject of unemployment. This organization
contributed to the committ.e three volumes of a report it has made
on the subject of unemployment-insurance plans. Although this
report touches on some subjects which had also been reviewed by
{gur committee, we feel that the whole is of such value that it should

printed as a part of the evidence of your committee and this has
been done. =

Likewise, the committee is indebted to any number of business
men who gave, unstintingly and willingly, of their time and services.

Your committee was interested, primaril , in the worker who
desires to work, who is seeking an opportunity for gainful employ-
ment, and who is unable to find it. There are others who might be
listed as “among the unemployed” but those who are not employed
because they do not choose to ge employed, hardly constitute a prob-
lem for this committee. ‘

The evidence taken shows the causes or the 1iypes of unemploy-
ment might be divided into three classes: cyclical, seasonal, and
technological. L

Little necessity exists for describing these three classifications.
Cyclical unemployment has been like tﬁxe plague; it has come and
gone at regular intervals until it has been accepted as a necessary
evil by some who should know otherwise. 'We do not believe, any
more, that it is necessary for the baby to have the diphtheria and
rickets and other “diseases of childhood.” We have found and are
finding methods of preventing these diseases. We should recognize
also that there is an obligation on all*society to attack, unceasingly,
the problem of unemployment. , .

clical unemdgloyment can be best attacked through the control
of credit, according to the experts who testified before your com-
mittee. It was the expressed view of these students that the Federal
Reserve System has done and is doing a great deal toward this end.

We all know the storg of progression and retrogression in industry
as told in the history of all cyciical unemployment. Although there
may be different causes and although no student seems to be able to
lay down a dogma as to causes which are universally accepted, the
results are much the same. We have the first evidence of inc
business, development of “better times” psychology, increased orders
and increased production, Elant extensions, Increased stocks on shelves,
extensions of credit and then the swing downward, a swing which is
merely accelerated. o -

And for labor, we have the inculcation of the practices of inef-
ficiency which are definite marks of every period o overdevelopment
and overexpansion and then—unemployment.

e e e
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As Dr. John R. Commons put it in his testimony before your
committee, “We first demoralize labor and then we pauperize it.”

'We desire to call the reader’s attention:to the statement- of Dr..
Lubin in the report of the Institute of Economics, which reviews the-
incidents of cyclical unemployment at greater length and with more-
pointed facts.

Seasonal unemployment is of more immediate interest because here-
we have a daily problem, year in and year out, which confronts the:
industrial leader and society in general. If the businessmen of the
country will solve this problem to the extent it is possible of solution,
will eliminate this waste, the saving to industry will be $2 billion a
year, according -to the testimony of Mr. Sam' O. Lewisohn, a leader
In many industries, who appeared before your committee. Seasonal
unemployment can be attacked in many ways. Itis bein%successfully
attacked in many industries as the evidence will show. Discussion of’
these methods of attack will be found in other sections of this report.

Technological unemployment covers that vast field where, through
one device or another, and chiefly through a machine supplanting a

human, skilled workers have found: that their trades no longer. exist:

and that their skill is no longer needed. What becomes of these men ¢
What can be done about these thousands of - individau! tra;edies?
What do these individual {ragedies mean to society as a whole

- It is an imponderable thing. Some of the experienced witnesses who
appeared before your committee stated that new industries absorb
the labor turned adrift by machine deveiopment. The automobile,.
the airplane, the radio, and related industries were suggested as ex-
amples. Undoubtedly there is much truth in these statements, but
nevertheless we are not relieved of the individual problem. It offers-
. little to the skilled musician to say that he, who has devoted his life
to his art, may find a job in a factory where radio equipment is maru-
factured. Then there is the delay, that inevitable period of idleness:
when readjustments are being effected, the suffering, the loss, the en-
forced change in environment. True, this may all be “the price of
progress” but society has an obligation to try, at least, to see that all
. this “price” does not become the burden of the worker.

This subject also wiil be discussed more fully under other chapters
of this report. :

There 1s one other field of unemployment, the field wherein we find
the crippled, the superannuated, the infirm. This field constitutes a
?roblem for industry and for society. It is a growing field, we be-

ieve. The man of mature years is not so successful when competing
with a machine as is a younger man. The problem of these men will
also be touched upon in other chapters of this report.

- Your committee is required by Senate Resolution 219 to make a re-
port on the causes of unemployment. So many inquiries have been
made on this subject, so many conferences have been held, so man
reports made, so many volumes written, that it would seem impossible
to contribute anything additional of great value.

However, your committee feels that it has accomplished something.
We have striven to obtain an understanding of some of the conditions
which cause unemployment, of -the machinery now had to detect
when and where unemployment exists, and of the existing facilities
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for the treatment and the relief of the condition, once it is known to
exist. ' - . ,

It is probable the survey could have been more comprehensive and
that the report of your committee might be more dogmatic, but we
emphasize that this is a so-called short session of Congress, and that
it 1s most difficult to accomplish a great work like this at a short
session. Senators are beset with two or more conflicting committee
meetings and they must choose between them. Because of this con-
dition, it was impossible to obtain the constant attendance of all
members of the committee at all meetings.

Notwithstanding, you. committee feels that it has contributed to-
ward an aroused Interest in the subject, that another effort has been
made to interest leaders in industry in the problem of stabilizing
employment, that the evidence collected and printed in the hearin
will provide an opportunity for a better understanding of the whole
situation, and that as a result of this survey another advance has
been made in the effort to solve the difficult problem of unemployment.

Regardless of what may be said in derogaiion of conferences and
investigations, this survey shows conclusively that the unemploy-
ment conference, which was convened in 1921 under the leadership of
Herbert Hoover, did accomplish something. That conference aroused
the interest of some employers in the subject of stabilization. They
returned to their plants and began an effort to stabilize employment
in their industries. They attained some success and then more, and
as they succeeded and realized what they had gained, they became
missionaries in the field. Now, they have appeared before your com-
mittee and their testimonﬁr speaks for itself. : :

Before proceeding with a detailed discussion of the evidence, your
committee wishes to voice the opinion that the unemployment prob-
lem can only be solved through constant struggle on the part of all
members of society. When your committee uses the word “solved,”
it merely means that an opportunity will have been given to everyone
who really desires work. No one will question that every man. is
entitled to the opportunity to provide for himself and his family. That
is a fundamentaf):ight and society cannot consider itself successfully
organized until every man is assured of the opportunity to preserve
himself and his family from suffering and want. o

If we consider the question from the viewpoint of duty alone, every
member of society has an obligation to assist in solving it. The em-
gloyer, undoubtedly, has the greatest duty and the greatest responsi-

ility. He is using labor to make a profit for himself and if he is going
to take the advantages of this system of society, he must assume the
obligations likewise. The laborer, or worker, or em};:loyee has a duty
to assist also because there is nothing more certain than that, as every

step forward is made in the solution of this problem, the individual

laborer or worker will gain tremendously. . ,
It is an interesting thing in this connection that the man who must
labor inevitably thinks most oé;}ead employment, as the evidence

presented by the Industrial Relg#fons Counselors shows. The fear of

being “out of a job” is one of the most demoralizing factors in all the
relations of man to kis joband employee to his employer.
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And it may as well be remembered that society is going to solve
this problem, is going to provide an olgportunity for man to sustain
himself, or is going to sustain man. Society is going to provide an
opportunity for man to pay his own way or is going to pay for him.
Society may as well make every effort to do the job constructively, be-
cause no society can be strong in which its members are encouraged or
forced to adopt the position and the place of those seeking charity,
and secondly, because when society pays the bill through charity or
through the cost of crime, the payments offer little possibility of any
advance for mankind.

Mr. Daniel Willard, president of the Baltimore & Ohio Railroad
Co., put the whole story rather pithily. In the first place, he de-

scribed the old days of intensive individualism where goods were

roduced, largely, in individual shops and by hand labor. Now we

ave the tremendous factories, the mass production, and the wealth
pouring from machines and moving on for the benefit of society. If
society is going to take this benefit, then society must also accept
the burdens, Mr. Willard suggested. A man out of work, discon-
tented, and suffering, constituted a danger for society, he added. As
he put it, & man is going to steal before he starves, and the word
“steal” may cover a multitude of other crimes—crimes perhaps of
the man who steals but crimes of far greater magnitude for that
socielaty which permits a condition which induces or invites men to
steal.

Your committes will now proceed with the detailed demands of
the resolution and will discuss the subjects in the order in which they
are presented in the resolution.

{A) THE RELATION HAD BY THE CONTINUOUS COLLECTION AND INTER-
PRETATION OF ADEQUATE STATISTICS OF EMPLOYMENT AND UNEM-
PLOYMENT TO THE RELIEF OF UNEMPLOYMENT

The testimony of Commissioner Ethelbert Stewart, of the Bureau
of Labor Statistics of the Department of Labor; the testimony of
Dr. John R. Commons; of Mr. Bryce M. Stewart; of Mr. Morris E.
Leeds, and of a number of other witnesses, shows the necessity of
having adequate statistics of employment and unemployment. To
know there is a problem, that there is unemployment, and how severe
it is, is necessary before a successful attack on it can be made, That
seems so obvious it is hardly worth stating.

We have absolutely no figures as to the number of persons unem-
ployed at any definite time. Commissioner Stewart ezf‘plains that

‘situation in his testimony. He has made estimates on the “shrinkage”

of employment. The unemployment conference of 1921, after deplor-
ing the fact that there were absolutely no data obtainable on the sub-
ject made its “best guess.” Just last year, one dispute after another
arose in Congress over the number of men out of work. True, the
discussion was cpen to the charge of being largely political, but polit-
ical or otherwise, it should have served to have driven home the point
that here was a government without any machinery for knowing
whether it was afflicted with a disease to which might be added the
cancer that destroys government.
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If we do not have accurate information on this subject, we may rest
assured we are going to have plenty of inaccurate information. The
subject is one which is very articulate in itself. Our experience should
be convincing that all this is so. And in this connection it might be
well to reflect on the truth that facts will permit sound thinking and
that an absence of facts produces a condition of fear and panic which
may be far more costly to the country than would be the cost of main-
taining a system of obtaining these statistics.

As to the method of gathering information, and as to what should
be gathered, there is cause for question and study. Statistics, to be
of any immediate value, must be gathered quickly, must give a true
picture and must permit of ai)roper and correct appraisement. In-
accurate statistics are of no value, and statistics which are months and
years old are of about the same value as is the result of a post mortem
to a physician and no more so. They may have value in dealing with
the problem as a whole, but have no use in relieving immediate neces-

sity.

5ommissioner Stewart proposes to develop statistics as to unem-
p](()lyment by measuring the shrinkage and the increase of employment
and unemployment in a considerable number of industries and by
apg)lying te the norm the factors thus obtained. This should permit
a fairly accurate measurement of conditions to be obtained with suffi-
cient rapidity to meet any demand. But the norm must be first estab-
lished and Commissioner Stewart proposes to have it established by an
accurate census.

The Bureau of the Census should obtain the information that Com-
missioner Stewart desires and should obtain it at the next census in
1930. The Bureau of the Census may say its other duties would be
delayed in this effort, but this work of building an efficient system of
measuring unemployment is far more important, in the opinion of your
committee, than a great deal of other information obtained through the
census.

As to supplementary statistics, these might and perhaps should be
obtained in any number of ways. However, it is the testimony of
witnesses before your committee that until we get a system of unem-
gloyment exchanges established in the various cities and States, it is

oubtful that we shall get a report more valuable than that proposed
to be obtained by Commissioner Stewart.

(B) THE ORGANIZATION ANDiEXTENSION OF SYSTEMS OF PUBLIC
EMPLOYMENT AGENCIES, FEDERAL AND STATE

The Government now appropriates $200,000 for the work of the
U.S. Employment Service. The director of that Service, Mr. Francis
1. Jones, appeared before your committee, and his testimony will be
found in the hearings.

Your committee also directs attention to the testimeny of Mr. Bruce
M. Stewart, to that of Dr. John R. Commons, and to the report of
Dr. Lubin, of the Institute of Economics.

As is shown by Dr. Lubin, the Employment Service is a result of
war experiences. When the country was mobilized for war purposes
and the necessity existed to find a man for every place more than a
place for every man, a war unemployment machine was developed.
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And, being regarded as an instrument of war, the machinery was
scrapped in time of peace. Funds were not appropriated, offices were
abandoned, personnel dismissed, and of even more importance, the
employers in private life who had maintained an active interest in the
unemployment exchanges permitted that interest to wane.

The result is we have an unemployment service which functions as
a Federal organization only in the matter of placing farm labor and
which endeavors to function through grants of money, out of the
Federal appropriation, to assist in the maintenance of State or city
employment exchanges. The situation is one not conducive to build-
ing interest in the organization asit now exists.

As. is shown by Dr. Lubin in his report, recommendations for
the establishment of public employment exchanges have been made
for two decades whenever a program for relieving conditions of un-
employment was given consideration. As far back as 1916 recom-
mendatitons were made that the country must first organize a national
system of labor exchanges in order to deal with the unemployment
problem, as Dr. Lubin shows. In 1921 the President’s Conference
on Unemployment recommended the formation of a national system
of employment exchanges and later this recommendation was in-
dorsed by the committee which prepared for Mr. Hoover a special
report on business cycles and unemployment. The conclusion of the
committee was that “the greatest promise seems to be in the develop-
ment and raising to a high standard of efficiency of a national system
of employment bureaus.”

The “pinch” of unemployment is rarely a&preciated until it be-
comes personal. Epidemics of disease may afflict one section of the
country and arouse tremendous interest and even concern in the other
sections, but until unemployment becomes local and personal it seems
to arouse little fear. The man at work appears to have little realiza-
tion of how he is affected by the fact that his fellow man is out of a
job. The organization to handle the disease in this form should be
local also, it seems to your committee. It should be one which would
be responsible to local conditions and one which is responsible also to
local officials, to local employers, and to local employees.

Dr. Commons advised your committee that the States and cities
should establish and operate the unemployment exchanges and that
the Federal Government should merely establish an organization of
experts to coordinate the work of the local exchanges and “to bring
up the standard” of those offices. Your committee is in accord with
the idea that the Federal Government should remain as far away from
the operation of those local offices as is possible. The employment
exchanges should be local, we repeat.

To be successful, in fact to be of any great value, public employ-
ment agencies or exchanges must have the confidence of those for
whom the exchanges are established, in other words for the employer
and the employee immediately interested. This confidence can only
be established through efficient operation of such offices. The per-
sonnel must have the ability to invite and induce and then to assemble
information as to the neecfs of the employer and, having done this,
must perform the next function of making the contact between the
employer and the man who wants a job. If the office is efficiently
operated and deserving of the confidence needed for success, the en-
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deavor will not only be to find a job for the man and a man for the
job, but will be to find the right man for the right job, to effect a place-
mént where'both the employer dnd the employee will be pleased: and
likely to remain so.

As Dr. Commons said in his testimony, “the best employment agen-
cies in the United States are not the Public employment agencies but
they are the employers themselves.’ He added that he “did not
believe that we can have public employment offices in this country
until the employers are willing to suppct those offices.

In other words, the employers who have the most intimate touch
with the opportunities for labor, must have sufficient confidence and
interest in the employment excim.nges to make use of them. The
labor or unemployment exchange must become to the employer for
labor purposes just what his bank is for purposes of obtaining capital.

Discussing the organization of employment exchanges, Dr. Com-
mons offers the example of the Milwaukee office, which is conducted
and maintained by the local governments, State and city. There, he
testified, we had for years the experience connected with an empfoy-
ment exchange which existed for 1itself and for jobs for the personnel.
Then the personnel was placed-under civil service rules, candidates for
positions were graded in accordance with educational qualifications and
experience and then an advisory committee, representing organized
employers and organized labor, selected the best candidate for director
of the office. The man was appointed. To the criticism that the un-
organized worker is not represented in this plan, Dr. Common replies
that the organized employer always takes care of the unorganized
worker and adds that “the plan has worked.”

Aside from the Wisconsin offices, there are efficient exchanges in
some other States, although the number is so small that it does not
even offer the skelton of a national system. Thirteen States, as Dr.
Tubin shows, have no employment offices whatsoever. In 11 States
there is only 1 office and in other States the number of offices vary up
to the point where 17 offices are found in the State of Illinois. The
amounts appropriated by the States also vary tremendously. In
Wyoming, for example, $900 is granted for the work, and from that
pomnt. the State expen(iitures for this purpose increase to the point
where $231,360 is spent in Illinois. The total appropriations of all the
State governments aggregate only $1,203,906. '

Aside from these general services on the part of the Government
of the United States and upon the part of State governments, the
U.S. Employment Service conducts a farm-labor division which has
temporary offices at important points in the agricultural States.
Critics who have studied the work of the service concede that this is
an important task and that it is well done.

In view of this very limited service throughout the country, in view
of the few offices conducted and the apparent lack of interest, is there
any cause for amazement in the fact that private employment ex-
changes thrive in many cities, and thrive despite the manner in which
some of the private exchanges are conducted—to not always cast credit
on the business?

The burden. of assisting the unemployed to find work should be
borne by organized society through the maintenance of efficient public
employment exchanges.” Efficient public employment exchanges
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should replace private exchanges. Private employment exchanges:
which merely attempt to make contact between a worker and a job,.
which are operated for profit and solely for profit, present a situation
where there are conditions conducive to petty graft. Such practice-
at the expense of the unemployed is a crime which should not be
tolerated.

Your committes might summarize its views on this subject in this.
manner:

1. The existing U.S. Employment Service should be reorganized..

2. The Director and every employee of the Service should be se--
lected and appointed after a rigi(f civil service examination.

8. The administrative features of the civil service examination.
should permit the cooperation of organized industry and organized
labor in weeding out the candidates for these places, at least the place:
of the executives.

4. The Service should become an organization of experts whose.
duties would be to coordinate the work of the States.

5. Aside from compiling statistics and endeavoring to arrange a
plan which would permit the Government to be advised promptly
and accurately of conditions throughout the various State exchanges,
the Federal Service should not be active. In other words, the Gov-
ernment should remain as completely detached from the operation of.
exchanges throughout the States as it is possible for it to be.

There has been some question of the plan now in vogue whereby
the Government contributes financial assistance to the gilzate offices..
Witnesses before your committee insisted unemployment anywhere
in the country was of national concern and therefore should be treated
to some extent with the aid of the Government. But it is certain that
some definite system or plan should be devised under which the Gov-
ernment should grant this money to the States if the Government
assistance is to continue. The Government expert should make certain
that the Government was not contributing to inefficiency in the service.

(C) THE ESTABLISHMENT OF SYSTEMS OF UNEMPLOYMENT INSURANCE OR
OTHER UNEMPLOYMENT RESERVE FUNDS, FEDERAL, STATE, OR PRIVATE

In connection with this subject your committee recommends the
reading of the testimony of Dr. John R. Commons, of the Institute of
Economics, and the Industrial Relations Counselors, as well as the
testimony of the businessmen who discussed conditions in their own
industries.

We think it is generally agreed by the witnesses that at the present
time the following conclusions would be drawn from the evidence:

1. Government interference in the establishment and direction of
‘l:l_nemployment insurance is not necessary and not advisable at this
ime. |

9. Neither the time nor the condition has arrived in this country
where the systems of unemployment insurance now in vogue under
foreign governments should be adepted by this Government.

8. Private employers should adopt a system of unemployment in-
surance and should be permitted and encouraged to adopt the system
which is best suited to the particular industry.

Until an opportunity or some cause such as this survey is had to
focus attention on the industrial developments in this country, little
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.consideration is given to the accomplishments such as we find in the v
field of stabilizing employment.

Undoubtedly there are not sufficient industrial leaders who- are
interested as yet, but there is cause to believe they will be, and simply
‘because of economic pressure. It seems reasonable to assert, from
‘the testimony taken during this survey, that the employer who does
not stabilize his employment and thus retain his experienced work-
men is the employer who is going to fail. - :

Just as the efficient businessman is stabilizing the return for ?
.capital invested, by building up reserves for dividends, so. shall he |
.establish a reserve for return to labor in the hours of adversity,
'g" -according to the well-founded arguments advanced by businessmen.

e i i

And why? The testimony from witness after witness stresses the
. point that there is no suggestion of charity in this effort, no idea.
‘of being philanthropic, no desire to have industry to become paternal-
istic. True, in most cases the plans were started because an indus-
. -trial leader became conscious of some of his obligations to society.
‘ But there is general accord on the proposition that the plan is “good
“business,” that it has increased profits.
One witness asked, “Shall the businessman who expands his busi-
‘n%ssl wigl’}out consideration for future requirements escape his respon-
Mr. Morris E. Leeds, of Leeds & Northrup, described his theory as
follows: o ‘ :
I was convinced a good many years ago of the element of unfairness and social

wrong that modern industry had gotten into by freely hiring people and with
-equal freedom, firing them. ,

Mr. Daniel Willard said: -

It seems to me that those who manage our large industries, whatever the
-character of their output may be, whether it be shoes, steel, or transportation,
should recognize the importance and even the necessity of planning their work so
a8 to furnish as steady employment as possible to those in their service. Not
.only should that course, in my opinion, be followed because it is an obligation
.connected with our economic system, but I fully believe that such a course is
, _jJustifiable from the standpoint of the employer because it would tend to develop
N .a satisfied and contended body of workmen which of itself would improve effi-

-ciency and reduce costs, ’
The testimony speaks for itself and everyone interested should read
it. At this time there is nothing that can be recommended on this
-seore in the way of legislation. However, your commniittee can express
the hoEe that organizations of capital ang of labor and that officials
-of tha Federal and State Governments shall never lose an ‘opportunity
to inspire thought and discussion on this question of the necessity
-and the advisability of stabilizing employment within the industries
. -themselves. - ‘
Stabilization has been sou%lht and obtained in various ways. One
.employer has placed practically all his workers on a salary basis, has
assured them of a continuous wage throughout the year, and has placed
‘upon them the responsibility of making the industry succeed. Others
‘have established reserve funds and have so arranged them that execu-
tives and workers strive to prevent them from being drained. Others
have so ordered their production that it is spread throughout the year.
Others have begun the production of articles which are related to the
general business plan but which can be produced in periods which
-formerly were marked by idleness. '
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The testimony is fairly convincing that stabilization can be accom-
plished in industries which were once regarded as being seasonal in
their every aspect. ‘

Fifteen bills dealing with unemployment insurance have been intro-
duced in six State legislative bodies since 1915, and none of them has
been successful. Probably the so-called Huber bill, introduced in
the Wisconsin Legislature, came nearest to adoption, and its author,
Dr. Commons, advised your committee that it “was as dead as any-
thing could be.”

In many industries, as the evidence will show, a reserve fund for
unemployment which offers protection in the form of insurance has

been adopted. The testimony of Dr. Commons as to the practice in
the Chicago clothing industries is important as well as the reports of
the industrial relations counselors.

- Whatever legislation is considered on this subject, your committee
is convinced, should be considered by the States. The States can deal
with this subject much better than can the Federal Government. But
in any discussion of legislation, your committee thinks consideration
should be given to the arguments of Dr. Commons—that the plan of
reserve funds or insurance confined to one company or plant rather
than to all industries, should be adopted.

Dr. Commons stresses the fact that the insurance idea as practiced:

in the Chicago market follows the éxperiences gained from the adop-
tion of disability compensation plans in various States. Employers
were moved to adopt every precaution against accidents when they
realized that accidents were costly under the plans for disability com-
})ensation. In the same way, employers and employees will be more
ikely to fight the causes of unemployment within their industries
when they have seen tangible evidence of the cost of unemployment,
according to the arguments advanced in this evidence. On the other
hand, Dr. Commons insists that, “the paternalistic and socialistic”
schemes adopted in foreign countries, penalize success in that the em-

ployer who stabilizes his employment does not escape the burden of

paying for unemployent in other industries.

.. Your committee cannot. leave: this subject without suggesting that’

considetation be given to the benefits of stabilized production-—the
finer morale of the workers, the better workmanship, the increased
production, the lowered costs of production, and the elimination of
the cost of training the unskilled recruits. The testimony proves con-
clusively that the workers who cooperate with their employers and
who are given a chance and encouraged, contribute tremen(fous]y to the
success of the enterprise. '

(D) CURTAILED PRODUCTION, CONSOLIDATION, AND ECONOMIC
- ' RECONSTRUCTION ‘

This sublj)ect covers so vast a field that it also immediately becomes.
le. To exhaust it seems. impossible.. A committee of Con-.

imponderab

gress could proceed with a study en-this-one phase of the unemploy--

ment problem and could continue indefinitely.

The general opinion given your committee on this score is that un-
doubtedly just at this time we are experiencing a program and a
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problem which are no different to those occurring since the advent of
machines in industry. The difference is, however, that undoubtedly
at this time the developments are far more extensive and far more
intensive than they have ever been in our history.

Of course there is going to be individual suffering, for example,
the suffering of the musician who discovers that a machine is forcing
him to forgo his life work and to seek employment in new fields.
How to answer the many questions which arise with every minute
of consideration for this topic is what makes the subject imponder-
able. The printed evidence contains suggestions of the shortened
working day and the reduced working week, has contentions that
new industries are arising constantly out of the graves of departed
trades and the workers are thus absorbed. Your committee 1s con-
vinced, however, that it is the duty of society to provide for these
workers during the period of readjustment, as many employers are
now doing. .

Conflicting opinions are offered as to the effect of the vast consoli-
dations of wealth. One side contends that the day of the small
businessman is passing, that the individual merchant can no longer

compete with the national chain, while ancther will contend that no

nationally organized chain can overcome the personal effort put into
a business by the individual businessman.

However, in the time your committee had for this subject no
olpportunity presented itself for the consideration of legislation on
this subject, and your committee has nothing to suggest at this time.

(E) THE PLANNING OF PUBLIC WORKS WITH REGARD TO STABILIZATION

Another committee of Congress, the Committee on Commerce, has-

considered this subject and has reported legislation which is now
before the Senate. The legislation is commonly referred to as the

“Jones prosperity reserve bill.” Your committee would suggest that

the evidence submitted with reference to that bill should be read in
connection with this study. '

There is some testimony of. interest on this:subject in. these hear-:
ings, but’ your committee did not devote a great deal of time to this

topic, because no one disagreed with the suggestion that the Govern-
ment and all other public agencies should so order their public works
that they would offer a buffer in time of unemployment. -

The evidence is very clear that the Federal Government maK set
a valuable example to the States in the adoption of a practical scheme
for the planning of public works. Of course, the States and the other

divisions of Government will have the greatest opportunity to provide

this buffer because the expenditures by the Federal Government for
public works are not large as compared with the expenditures by
the States and other civil divisions. There should be no delay upon

the part of the various governments, Federal, State, city, and other

minor subdivisionsin the adoption of such-plans..

“There are minor' objections to this scheme but'your committee is

convinced they can be overcome without difficulty.
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(F) THE FEASIBILITY OF COOPERATION OF FEDERAL, STATE, AND PRIVATE
AGENOCIES WITH RESPECT TO ALL THESE SUBJECTS RELATED TO THE UN-
EMPLOYMENT PROBLEM

Your committee has discussed this phase of the survey as it has

roceeded with this report and there is little to add. In general, it
is the opinion of your committee that the responsibility should be
kept as “close to home” as is possible. Private agencies should make
the first effort and should do everything they can for themselves.
The States should contribute only that service that private agencies
would find impossible and the Government should merely coordinate
' the work of the States and supply any effort which is entirely and
purely of national character.

Your committee will now endeavor to sum up the suggestions and
recommendations 4

1. Private industry should recognize *he responsibility it has to
stabilize employment within the industry. The Government should
encourage this effort in_every way, through sponsoring national
conferences, through publishing information concerning the experi-
ence had by industries in this work, and through watching every

ogportunity to keep the thought of stability uppermost in the minds
o _

employers.

9. Insurance qlans against unemployment should be confined to

the industry itself as much as possible. There is no necessity and no
place for Federal interference in such efforts at this time. If any.
ublic insurance scheme is considered, it should be left to the State
egislatures to study that problem. . . |

3. The States and municipalities should be responsible for building
efficient, unemployment exchanges. The  Government should be
responsible for coordinating the work of the States so as to give a
national understanding of any condition which may rise and so as

to be able to assist in any national functioning of the unemployment

exchanges. . _
4. The existing U.S. Em];)l;)yment Service should be reorganized,

and every employee should be placed under civil service.

'5. Efforts should be made to provide an efficient system for obtain-
ing statistics of unemployment. The first sbe% should be taken by
the Bureau of the Census in 1930, when the Bureau should ascer-
tain how many were unemployed as of a certain date and how many
were not seeking employment and yet were unemployed as of that

date. I T
. 6. The Government should adopt legislation without delay which

would provide a system of planning public works so that they would .

form a reserve against unemployment in times of depression. States
and municipalities and other public agencies should do likewise.

7. Further consideration might well be given to two questions, the
effect had on unemployment by industrial developments such as con-

solidation of capital, and the necessity and advisability of providing.
either through private industry, through the States, or through the

Federal Government, a system of old-age pensions.
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SUMMARY OF AN INVESTIGATION OF UNEMPLOYMENT
BY THE BROOKINGS INSTITUTION N

(Statement by Isapor Liuein before the Senate Committee or; Labor
and Public Welfare) |

The evils of unemployment have been too often heralded to need
elaboration here. The reduction or entire loss of family incomes with
the consequent expenditure of family savings, the almost inevitable
iling up of debts, the loss of physical possessions, and the frequent

ispossession of families from their homes have all been too well
portrayed in the past to need comment here. :

Reports of the Department of Labor, of social agencies, of trade
unions, of mayors’ committees, and the testimony of court officers,

ersonnel directors, and leaders of industry bear testimony to the
geteriorating effect of unemaployment both upon workers and in-
dustry. Nor need one do more than refer to the incalculable losses
which results from the workers being forced into lower standards of
living, from the impairment of health and vitality, and from the gen-
eral lowering of the morale and self-respect of the worker as a result of
unemployment. _

Without exception, it was the opinion of all who testified before

our committee that unemployment is primarily a problem of in-
gustrial organization nad not one of individual character. No im-
partial observer of industry would today attribute the existence of
any but a relatively small share of unemployment to the workers them-
sel);fes. The view widely held in the past that the unemployed are
themselves to blame for not having jobs, and that all who really
wanted work could find it if they tried hard enough, has long been
discarded. Recurrent business depressions with as many as 25 percent
of the able-bodied workers deprived of the means of a livelihood have
shown the fallacy of the assumption that the laborer is at such times
responsible for his plight.
though the dramatic spectacle of millions of unemployed worki.n%
the streets of our industrial communities during recurring periods of
business depression temporarily makes vivid the enormity of the prob-
lem of unemployment it must be borne in mind that there are mil-
lions of workers to whom the loss of employment is a spectie which
threatens during every year of their working existence. Unemploy-
ment is a persistent factor in modern economic life. The industries
and plants which can give regular employment to all of their laborers,
even in times of prosperity, are few indeed. The records of the State
of Massachusetts for the years 1908 to 1922, based on returns from
labor organizations, show that on the average 7.7 percent of the
membership of the trade unions r?orting were involuntarily out of
employment, due to lack of work, during these years. An investiga-
tion of the extent of unemployment in the urban centers of the United
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States from 1902 to 1917 places the minimum number of unemployed
throughout this period of 15 years at 1 million—the average proportion
of workers without work fluctuating from 16 percent of the total pos-
sible workers in 1915 to 4.7 percent in 1917. And these figures in-
cidentially do not include any of the agricultural woikers of the
country. A statement published in the &)r&ss of September 29, 1924,
by the Russell Sage Foundation estimated the extent of unemployment
in the United States in any one year as running from the minimum
of 1 million to a maximum of 6 million, depending upon the general
industrial conditions prevailing at the amount.

The committee on eim.m' ination of waste in industry of the Federated
American Engineering Societies in its report, “Waste in Industry,”
¥ublished in 1921, to which the Honorable Herbert Hoover wrote the

orword, further substantiates these facts. It states:“Inthe best years,
even the phenomenal years of 1917 and 1918 at the climax of wartime
industrial activities, when plants were working to capacity and when
unemployed reached its lowest point in 20 years, there was a margin of
unemployment amounting to more than a million men. This margin
is fairly permanent; seemingly 1 or more wage earners out of every
40 are always out of work.” -

Unemployment, as was aptly stated to your committee, may be con-
sidered both as a price society must pay for progress, and as a price
to be paid for decay. It may bu the result of efficient management
and it may be the result of inefficient management. Many of the
unemgloyed, in other words, are today out of work because the prog-
ress of modern industry, the development of mechanical processes, and
the revolutionary changes in methods of manufacture make them no
longer necessary for the production of the goods we need. Others, on
the other hand, are thrown out of work because of the decay of indus-
tries which formerly required them. This is particularly true of the
raw-material industries, when they find their source of supply dimin-
ishing as well as of industries such as cotton hose and corset manu-
facturing, where a change in the consumer demand eliminates in turn
the demand for the services of labor.

Thus, also, the efficient executive by eliminating wasteful processes
or budgeting his output frequently finds that he can secure the same
output with fewer workers regularly employed throughout the year
than with his former labor force intermittently employed. Here, sta-
bilization leads to regular employment for some and no emPloyment
for others. The inefficient executive, on the other hand, unable to meet
the competitive demands of the market also adds to the army of the
unemployed ; bandruﬁtcy and shutdown having the same effect upon
the dispossessed worker as displacement by machinery.

Unemployment cannot be considered as a malady which can be
attacked with a single remedy. Such unemployment as exzists at any
one moment may‘be due to any number of causes, and an attack must
be made upon those forces which can at the time be segregated. A
considerable amount of unemployment is recurrent. It occurs at more
or less regular intervals. Such, for examlple, is unemployment due to
general business depressions and unemployment due to the seasonal
ust and downs of industry. Some unemployment is persistent. It is
always with us. Thus, men are daily being thrown out of work because
of technological changes, financial failures, the movement of plants
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from one locality to another, and changes in consumer habits. Such
unemployment is transitional and requires measures for its allevia-
tion quite different from those which are to be used in coping with the
cyclical variety.

I. CYCLICAL UNEMPLOYMENT

The recurrent nature of unemployment has been frequently pointed
out by observers of the “business cycle.” Some have held the psy-
chology of the businessman as the essential cause of depression ; others
monetary policy. Still others hold that underconsumption—that is,
the failure of the purchasing power of the laborers who form the bulk
of the consumers of our industrial and agricultural output to grow as
fast as the output of industry—brings about a surglus of goods which
cannot be disposed of, and a consequent shutting down of production
and business stagnation.

It is doubtful whether any single cause can be singled out as the
sole factor in bringing about industrial depressions. They have come
with remarkable regularity, and periods of feverish business activity
with expansion of plant, speculation, and optimism have been followed
by (f)eriods of restricted industrial operation, low profits, bankruptcy,
and unemployment some 15 times during the past 120 years.

Every business crisis in American history has been characterized
by phenomena peculiar to itself. No two depressions have been
exactly alike. They have varied in length, severity, and effect. In
this respect they have been no different from any other social catas-
trophe—wars, strikes, or revolutions. Because of their individual

eculiarities there has been a tendency to ex;i}ain each crisis by the

istinctive circumstances which prevailed at the time of each depres-
sion. One hears of the “Jay Cooke panic” of 1873, “the railroad
panic” of 1884, “the Baring panic” of 1890, “the Bryan panic” of
1896. Since the fortunes of Jay Cooke, the Baring Brothers, and
Bryan were involved in these crises; these individuals have been asso-
ciated in the popular mind with their causes. Yet it is quite probable
that the crises in question would have occurred at or about these times
even if these individuals had not been on the scene.

In spite of their differences industrial depressions have many out-
standing features which are common to all. 'They are part and parcel
of that upswing and downswing of business which appears to Ee the
inseparable condition of any competitive system in which activity is

ided by price changes. Special events outside of the business world
itself may, to be sure, affect the acceleration of the swing, or even
cause an abrupt reversal of the trend. Such was the case in 1916
when the rush of munitions orders from allied countries suddenly
changed the trend of business conditions in the United States. Like-
wise special factors may prolong a period of prosperity or hard times,
as was the case of the large wheat crop of 1890 which, with the favor-
able grain prices of that year due to foreign crop faiiures, is believed
to have mitigated the depression of that year and delayed the crisis
from 1890 or 1891 to 1893. “But if such a special and disturbing
event does not happen, the wavelike movement goes on anyway.
Prosperity in time undermines itself, and depression in time brin
about recovery and prosperity without the necessary aid of outsigz
disturbing factors.” |
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To illustrate the workings of this tendency it will be worth while
to follow briefly the course of the business cycle. Starting, for exam-
ple, at a period of depression, one finds widespread unemlﬂo ment,
and that orders for new industrial products are, on the whole, few
and far between. To secure new orders, prices are pretty generally
cut, and every cost of operation is made as low as possible. For a
time such activities tend to produce more depression, for in periods
of falling prices buyers tend to wait for still further declines. As a
result of price cutting, producers thus far able to weather the storm
find themselves unable to continue further operation, and their work-
ers are added to the ranks of the existing unemploye&. With the pur-
chasing power of these workers cut off, other producers find their mar-
kets stlllpfurther restricted and they in turn are forced to still further
curtail their operations. Despite the larﬁe supply of labor available
and the chea‘]‘)ness of capital, everyone hestitates to undertake new
operati?ns. The industrial machine appears to be stuck on a dead
center.

Eventually, however, prevailing stocks of goods tend to become
depleted. Since there is usually a greater curtailment of production
than consumption, inventories me smaller and smaller. The time
comes when stocks must be replenished, and here and there a factory
secures new orders. These orders mean the purchase of new raw mate-
rials and an increased emfloyment of labor. This in turn means
greater purchasing power for certain dgroups and their expenditures
mean an increasing demand for products all along the Jine. The
process is a cumulative one, and the number of industries experiencing
increasing demand becomes larger and larger.

At the same time the low cost of construction which characterizes
depressions encourages building among those industries such as pub-
lic utilties which do not usually feel the full force of the business de-
cline. This is particularly true of those industiral firms which cater
directly to the household demand rather than to the industrial de-
mand and frequently such enterprises find that depression has cut
their operating costs more than their incomes. In such instances
they are in a favorable position to provide new facilities for future
use. Once building begins anew the producers of the goods used in
construction—brick, lumber, cement, structural steel, and the like—
experience an increased demand, and soon the transportation and
metal industries feel the effects of an improving situation. - Each
transmits to the other the benefits of its growing prosperity, and all
of them, through their payrolls, stimulate the retail trade which in
turn adds further stimulus to the industries where the shift in the
tide started.

The revival of business begins. It may “fizzle out” when the ex-
hausted stocks are replenished—as it did in 1895—or it may run into
a revival and a prosperity movement, which has no real basis except-
ing the reaction from a depression that itself had no real basis.

During the early stages of business revival, while orders are increas-
ing and employment growing, prices do not rise to any extent. The
average businessman hesitates about ralsm% prices until he has suffi-
cient orders to keep his plant fully occupied. Competitive buying of

raw materials soon sends up the prices of such goods, however, and the
manufacturer finds his production costs going up. The time comes,
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also, when some manufacturers are willing to risk raising the price of
their products even though they may lose some orders. The rise in
rices once started, each increase tends to start price advances in other
ines. When such advances have become numerous enough to make
Eeople expect still others, the very tendency of prices to rise stimulates
uying. Speculators, jobbers, wholesalers, and retailers, even consum-
ers, start buying ahead in anticipation of still further advances. Thus
stocks of s begin to accumulate in warehouses and on store shelves.
As the boom continues the rush of orders brings in its trail waste
and high-production costs. Large profits lead to the neglect of econ-
omies. And the businessman, pressed by orders for prompt delivery,
pays little attention to such small savings as may be secured at one
point or another. Frequently, too, equipment formerly abandoned as
too expensive to run is brought back into operation to meet the grow-
ing demand for goods. This means further increases in production
costs. High wages, resulting from the large demand for workers, play
their part, also, and high overtime rates add their share to the growing
cost of production. Again and again prices are raised to meet the en-
croachment of rising costs upon profits.
Eventually the time comes when the existing equipment of many of
the industries is working at capacity and new goods cannot be pro-

> duced in sufficient quantities until new equipment can be provided.

When that time comes, further rises in price add nothing to the exist-
ing supply of goods. Indeed, they do nothing more than to increase
speculation.

Periods of boom end themselves just as surely as do periods of de-
pression. Occasionally the bankers find themselves overextended and
curtail credit. As a result, some firms are forced to contract their
activities and use their income to pay off loans rather than to expand
production. Sometimes it becomes known that excessive stocks of
goods are being held for speculation and a scramble to unload starts
prices downward—as was the case with silk, sugar, rubber, and other
commodities in 1920. "

Once liquidation has started, manufacturers began to find it hard to
collect their outstanding accounts. The difficulty of securing funds for
payrolls, or the fear that it will be difficult to secure payment for new

oods which might be produced, lead business executives to discharge
abor. Markets%ecome disorganized by forced sales, and business con-
tracts. Depression spreads to other lines of activity, for the reduced
incomes of the discharged laborers curtail their (Furchasw. The con-
traction of business becomes cumulative. The decline in consumer’s
demand is reflected in curtailed orders from retailers, and this con-
traction affects the wholesaler, manufacturer, and the producer of raw
materials, all of whom in turn discharge still more workers.

By the time the bottom of the depression has been reached, produc-
tion has fallen to something like 15 to 20 percent below the peak and to
about 8 to 12 percent below the production of fairly good years. The
employment of labor in the manufacturing industries may decline by
as much as 25 to 30 percent, as was the case between early 1920 and the
first half of 1921. During the depression of early 1919 emplogment
fell approximately 15 percent below that of the third quarter of 1918,

while in 1914-15 employment was about 10 percent below the average
for the peak which preceded.
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The decline in employment, it should be noted, is noi evenly distrib-
uted among all industries. Factory employment during 1921, for ex-
ample, fell to 76 percent of its former peak. Within the manufactur-
;nﬁ industries, however, emploment in the metal and metal products
Industry declined by 43 percent, while the producers of mineral prod-
ucts, such as chemicals, stone, glass, et cetera, employed 18 percent
fower workers than at the height of activity. Employment in the lum-
ber industry declined 16 percent; in transgortation, the railroads de-
creased their forces by 22 percent; and the mining industry cut its
employment rolls by 27 percent. )
. Every activity, with but the one exception of the hand trades experi-
snced contraction during the depression of 1921. The depression was
felt even in the public and professional services, where employment
fell by 2 percent, and in the field of domestic and personal services it
declined by about 3 percent. Taking labor as a whole, the depression
of 1921 forced out of employment approximately one-seventh of the
workin%lpopulation, or approximately 4 million workers who had had
jobs at the crest of the 1920 boom.

If cne measures the decline of emﬁ)loyment resulting from the de-
pression of 1920-21 in terms of the hours actually worked, one finds
that available employment was even more restricted than appears
above. The maximum decline for all industries amounted to approxi-
mately one-sixth of the hours formerly worked, while the contraction
in working time in manufacturing industries was equal almost to one-
third of the vime formerly worked. The actual hours worked in the
metal trades was cut to exactly one-half of that of the peak of the boom,
and in mining and railroading, and in the food, drink, and tobacco
industry to 70 percent. Omitting agriculture, commerce and trade,
finance, and the personal-service trades, the work available for the
wage earners of tae country during the worst part of the depression,
when measured in hours, was about 20 to 25 percent less than at the
height of business activity in 1920. In short, not only was there a large
contraction of employment, but even those who did have jobs had less
opportunity to work than previously.

- The depression of 192021 was In many respects similar to others
which preceded it. Testimony submitted to your committee placed
the cost of this depression to the American people at something like $9
billion. It was the general opinion of those witnesses gua‘liﬁea to pass
judgment upon this subject, that although no definite means were
available for entirely eliminating the recurrence of industrial depres-
sions, much can be done to mti;iigate and shorten them once they do take
place. The measures suggested toward this end are discussed at a later
point in this repert. .

II. SEASONAL UNEMPLOYMENT

" To say that all industries are seasonal would hardly be an exaggera-
tion. It would be most difficult to find an industry which showed an
even distribution of production and employment throughout the year.

ORI s R
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An individual plant, here and there to be sure, may show steady and
regular employment from month to month, but such plants are excep-
tions and by no means the rule in any industry. Some industries, like
some plants, show less fluctuation in employment than others, but none
are free from seasonal ups and downs. e difference is primarily
one of degree. In northern areas industries like agriculture, various
types of construction, particularly highway and railroad, are largely
at the mercy of the weather. The canning industry is dependent upon
the maturing of the agricultural crops for its periods of operation.
Coal mining finds that the demand for its product is higher in periods
of cold weather than at other times. The manufacture of clothing
varies with changes in the calendar seasons and with changes in
fashions. ~

What seasonal changes in demand mean to industry is well illus-
trated by the men’s clothing industry, where an investigation of eight
representative plants in three large markets showed that over a period
of 3 years the equipment was utilized on the average but 69 percent of
the possible working time. One plant was used 58 percent of the
time, a condition which might safely be said to characterize hundreds
of others. Similar instances could be cited in the shoe industry where
sales in some months of the year run as high as 250 percent above the
average and in others as low as 87 percent below.

In priniing the case of 1 large and important plant can be cited
which employs 2,700 people in rush seasons and drops to 1,600 in dull.
Another printing plant employs 1,800 workers in good seasons and dis-
charges 1,100 twice each year during periods of slack work.

Even the manufacture of such a product as writing ggfer is sea-
sonal, the maximum demand centering about the month o arch with
another peak about October, and the lowest demand during July and
August. The production of other office supplies, such as record books,
safes, and labor saving devices, furnishes a similar picture of irregu-
larity, with the peak in October, and 4 slack months from May to
August. One might go on with innumerable examples citing cases of
products varying from soap and macaroni to automobiles, plate glass,
cast-iron pipe, women’s hosiery, bathroom fixtures, and - fertilizers.
All are plagued with the curse of irregular demand, irregular produc-
tion, and irregular employment for their laborers. ]

A picture of the unemployment condition in some of the more 1m-

rtant industries in the year 1925 * shows a most irregular course,

eflected first one way amf then another by the exigencies of seasonal
demand. Below are presented in tabular andéslzaphm form the fluctua-
tions in the number of wage earners employed in the larger industries
from month to month in that year. '

1The year 1925 has been selected for two reasons. xFli'ct, it im the latest year for which
;v% h’{:f l<iexmm3 data on employment, and, secondly, because 1925 was a fairly good year
ndustrially. .
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NumBER oF WAGE EARNERS EMPLOYED, 8y INDUSTRIES, 1925
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It was generally held by those who ap})eared before your committee
that seasonal unemployment can be in large part eliminated if con-
scientiously attacked by American business. Witness after witness
emphasized the fact that once American businessmen developed the
will to attack the problem of seasonal fluctuations much of the irregu-
larity of employment could be eliminated.

The 1pres1dent of one of our large railroad systems, who has suc-
cessfully regularized the employment of his labor forces, stated that
“stabilization can be attained more by a state of mind than almost
anything else that I can think of.” Others reiterated the fact that
the imperative thing was to create a state of mind among businessmen
so that “it becomes the fashionable thing to introduce stabilization in
their plants.”

Where the “will to regularize” has prevailed, fluctuations in em-
gloyment have been cut to a minimum. Ingenious methods have been

evised to keep labor regularly employed, and even in the most sea-
sonal of industries it has been found possible to keep workers fairly
steadily employed throughout the year. .

One large organization employing over 3,000 workers, which had
formerly to concentrate its production within 7 months of the year,
found, after exerting the proper effort, that it was possible to secure
orders for its goods sufficiently far in advance to make possible the
employment of its labor force for aimost 50 weeks each year. This
firm, by giving special discounts and even special low prices for orders
Iﬁaced 3, 4, and 5 months in advance, had no difficulty in overcoming
the hesitancy of merchants toward placing advance orders.

Other firms have found that by producing staples for stock it was
possible to employ labor during those months when normally there
would be little to do. One large packing firm in Brooklyn, N.Y.,
which sells most of its product between the months of September and
January, had found through past experience that during the last 4
months of the year it was necessary to increase the average working
force of the first 8 months by over 600 percent. This firm, which em-
ployed an average of 200 people between January and September,
used to employ from 1,300 to 1,400 pmﬁle during the months Septem-
ber to January. It was thought that this situation could not be over-
come because of the fact that their product was highly perishable.
An exgeriment with so simple a device as a cold-storage warehouse
showed that their product could be produced and packed regularly
throughout the year and delivered as the market required during the
late fall and winter months. As a result of this discovery this firm
now employs some 800 people regularly throufhout the 12 months of
the year. Moreover, they have found it possible to produce a product
of hi]gher quality, to furnish continuous work to their employees, and
develop a better morale in every branch of their business.

Some organizations, in order to furnish regular employment to their
laborers, have developed sidelines which dovetail with their regular
products. Thus, for example, one manufacturer of shovels, whose
market demands shipments during the summer, has taken on the pro-
duction of sleds, which are sold in the winter. One of our largest
manufacturers of ink and glue, unable to keep labor employed during
the winter months because weather conditions made it impossible to
ship these products because of freezing while being transported, re-
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cently took on the production of pens and pencils, which could be
moved during those months when their main products could not. _

A large canner of vegetables has found it possible to keep his forces
regularly employed by developing such sidelines as macaroni, chop
suey, and other products which could be made all the year round in
contrast to most concerns who operate only during the vegetable harvest
season. Instances were cited of firms which trained their workers for
supplemental jobs so that when work in one division of the factory was
slack employees could be transferred to other divisions. Some orga-
nizations have what are known as flying squadrons which are shifted
from one department to another as the demand for labor varies. Man
firms have reserved repair work, cleanup work, and extension wor
for periods of seasonal slack and in that way laborers who would other-
wise be unemployed are kept steadily at work from month to month.
One large automobile manufacturer has taken up the production of
airglane motors as a means of filling in slack periods when the auto-
mobile demand is low. Some of the railroads have found it possible
to shift their trackworkers from north to south and vice versa with
the changing seasons and thus give them steady employment through-
out the year.

One large steel manufacturer testified that with a diversity of

roducts and a number of scattered plants, it is possible to shift orders
rom one plant to another as the demand for the different products
varies. In this way employment is regularized and the ten ency to
operate some plants with maximum forces and overtime work while
others are running part time or entirely shut down is eliminated.
Some organizations, too, have set aside certain weeks in the year as
vacation periods, these weeks being the ones in which the demand for
their products would normally be very small.

The determination to keep labor regularly employed has led to the
discovery that many things can be done during what were considered
necessary slack period which had never before been attempted. Thus,
for example, it had always been the policy of the railroads to law their
rails only in the summer months. The determination of some of our
railroad systems to keep their trackmen steadily em loyed led them
to experiment with laying rails in winter. T ey found that rails
could be more chea(.lply and efficiency laid in the winter than in the
summer months and as a result these systems are doing most of their
rail-laying work in winter and using the same forces for replacing
ties, ditching, and clearing the right-of-way in the smnmer. The
railroads found also that by budgeting their equipment repairs it was
possible to keep most of the men in the mechanical department steadily
employed throughout the year. Statistics presented to your commit-
tee by two large railroad systems showed that the labor turnover in this
line of work, which formerly averaged more than 25 percent, has been
reduced to less than 10 percent.

Even in the building trades, where it has always been assumed that
construction must be concentrated in the summer months, it has been
found possible to eliminate seasonal variations in part,

Testimony furnished to your committee shows that where efforts
have been made to secure winter contracts through advertising and
salesmanship, it has been found possible economically to construct
buildings in the winter months. The advantages of winter construc-
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tion are that the owner of an industrial plant may start production
in March or April, compared with September or October, where build-
ing is restricted to the summer months. Moreover, the profits on pro-
duction during the 5 or 6 advanced months frequently offsets the extra
cost of cold-weather buildin%.

Tn many cases it has been found that cold-weather building expendi-
tures are negligible, or even a minus quantity. Winter construction
usually makes possible the advantageous purchase of building ma-
terials and furnishes an opportunity to select the highest grade of
mechanics and carpenters at times when many are seekin%l employ-
ment. It has been found also that building costs can be further cut, if
construction takes place in the winter months, because owners of equip-
ment, such as trucks, steam shovels, etc., and contractors who furnish
plasteriag and painting, being anxious to procure work, are apt to cut
their profitsto a minimum during this period.

Winter construction requires temporary heat and enclosures. It re-

uires also careful planning so that interior work may be reserved for
the days when it is impossible to do outside work. Contracting firms
who have sought winter construction contracts have found it possible
easily to meet the requirements of changing weather conditions. Asa
result, some of them have had enough work to keep their home office
or%amzations intact during the winter months, and some have been
able to keep their field forces up to a large fraction of their normal
summer organizations.

Tt was the testimony of persons in the construction industry that the

ublic can be educateg to the feasibility and economy of winter build-
ing, and the conseguent elimination of the long periods of unemploy-
ment, which have for so many years plagued the workers in the build-
inﬁrades. .

e significant thing about the regularization of employment and the
elimination of seasonal variation is the fact that wherever it has been
tried it has been found highly profitable. Without exception every
business executive who testiﬁe(f before your committee stated that
regularization of emplogrment had brought with it decreasing costs per
vnit of output. Though no definite data was secured showing f’ust how
large were the savings derived from the stabilization of employment,
the fact was nevertheless emphasized that benefits accruing to organi-
zations which had undertaken such a program have been considerable.

A concerted attack by American industry upon the problem of sea-
sonal uremployment would, in the opinion of one large employer of
iabor who has for 10 years successfully coped with the problem of regu-
larization, result in the elimination of at least one-half of the unem-
gloyment which continually prevails in the United States. Only a

ew organizations in this country have thus far had the vision and
courage to undertake the task. Less than 100 of the many thousand
firms in the United States have developed any definite stabilization
policy. KHere is a field which must be cultivated by American busi-
ness. J¢ is not only an humanitarian problem. It should be ap-
proached, also, from the point of view of business efficiency and low-
ered production costs. Regularization has been found to be a profita-

ble venture by those who have tried it. The American business execu-
tive must be made to realize the advantages which will accrue to him
from such a program.
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IIT. TRANSITIONAL UNEMPLOYMENT

During the past year or two much has been said in the press and in
public discussion about the great amount of unemployment that has
resulted from technological changes in industry. Machinery and dis-
covery are every day «iisplacing men whose lives have been spent in
developing the skill and ability necessary to their crafts. Efficiency
methods which aim at eliminating wasteful and unnecessary processes
are daily eliminating workers from industry. At the same time the
amalgamations and mergers which have recently been going on at a
pace faster than ever before in history have resulted in closing down
factories and in moving plants and warehouses from one part of the
country to another. The declining market for certain products, result-
ing from the changing habits of consumers, have also led to the shut-
ting down of plants. Bankruptey also is taking its annual toll of
employers of labor, a tendency which we must assume will go on for-
ever in a Nation which attempts to give full play to individual initia-
tive and relies upon free competition to regulgte 1ts ecenomic activity.

All of these forces make for unemployment. In good times and bad
times they are relentlessly at work. Under the accepted conflé)etitive
theory it is assumed that they eventually lead to greater efliciency,
lower production costs, and lower prices to the consumer. They are
part and parcel of progress.

The question arises, however as to whether the laborers who are
thrown out of work as a result of these movements in our economic life
should be made to pay the price of such progress. Is it just that society
should benefit at the expense and suffering of the dispossessed worker?

Instances were cited to your committee of cases in the steel industry
where—. _

Seven men now do the work which formerly required 60 to perform in casting
pig iron; 2 men now do the work which formerly required 128 tc perform in
loading pig iron; 1 man replaces 42 in operating open-hearth furnaces.

In machine and railway repair shops 1 man replaces 25 skilled machinists
with a gang of 5 or 10 semiautomatic machines; 4 men can now do in 3 to 7
hours what it formerly took 8 men 38 weeks to perform in repair work on loco-
motives, due to the oxyacetylene torch. Fifteen years ago it took 15 to 30 hours
to turn one pair of locomotive tires; now it takes 8 hours to trun 6 pairs with
the same number of men by use of modern processes.

A brickmaking machine in Chicago makes 40,000 bricks per hour. It formerly
took one man 8 hours to make 450.

The most up-to-date automatic bottlemaking machine makes in 1 hour what
it would take more than 41 workers to make by hand in the manufacture of 4-
ounce oval preseription bottles. In 25- and 40-watt electric bulbs the man-hour
output of the automatic machine is more than 31 times that of the hand process.

In New York from 1914 to 1925 the number of workers in the paper-box indus-
try decreased 32 percent, while the output per wage earner increased 121 percent.

Thousands of skilled musicians with a life’s training behind them
are being thrown out of employment by the advent of the talking
movie. In the field of news transportation the Simplex and the Multi-
plex machines have eliminated the need for trained telegraphers and
today by the mere process of typing a message at the sending office, the
message is automatically printed at the receiving office. Many thou-
sands of trained telegraphers have been made unnecessary during the
past few years as a result of this new device. In the printing trades
new inventions in typesetting threaten to make possible the setting of
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type in innumerable offices scattered as many as 500 miles away by the
mazllllpulatlon of keys in a central plant.

of these developments ultimately lead to cheaper goods for the
consumer. Eventually too, they may stimulate the demand for goods
sufficiently to make once more necessary the services of the workers
they immediately displace. But in the meantime the dispossessed
laborer has to bear the burden of these changes through loss of em-
;pl('iyment, lack of income and lower standards of living.

o the contention that the “newer” industries such as the manufac-
ture and distribution of artificial silk, radios, automobiles, oil products,
motor accessories and other “new” tgroducts, are absorbing the jobless
woxikers it must be answered that the process is a slow and painfully
prolonged one. ~

An investigation recently made by the Institute of Economics of the
Brookings Institution reveals that most of the displaced workers have
great difficulty in finding new lines of employment once they are dis-
charged. A survey of some 800 workers in 3 industrial centers re-
vealed that the newer industries are not absorbing the jobless as fast as
is usually believed. |

Almost cne-half of the workers who were known to have been dis-
charged by certain firms because of curtailment in employment dur-
ing the year preceding were still without jobs when interviewed by
Institute of Economics investigators. Of those still unemployed over
3 percent had been out of work for 2 year, and about one-half had been
idle for more than 3 months. Among those who had succeeded in find-
ing work, some had had to search for jobs for over a year before finally
being placed. More than one-half of those who had found jobs had
been in enforced idleness for more than 3 months before finding em-
ployment. Only 10 percent had been successful in finding new jobs
within a month after discharge.

The new jobs, moreover, were usually secured at & sacrifice in earn-
ings. Some workers, to be sure, were fortunate enough to find em-
ployment which aid higher wages, as was made evident by the fact
that about one-fifth of them were making more money on their new
jobs than before discharge. Forty-eight percent, however, were receiv-
g lower wages and about one-third were earning just about the same
amount as they formerly did. )

And what kind of jobs did these men finally secure? Trained cloth-
ing cutters with years of experience had become gasoline station attend-
ants, watchmen 1n warehouses, timekeepers in steel plants, and clerks in
meat markets. Rotary press operators were pressing clothes in tailor
shops. Machinists were selling hosiery for mail-order houses. Weld-
ing machine operators had become farmhands, and skilled woodwork-
ers were mixing salves for patent-medicine manufacturers. A signif-
icant number of men admitted frankly that after some months of en-
forced loafing they had taken to bootlegging.

It is evident that a large number of the workers now being displaced
from industry are being forced into unskilled trades at a sacrifice in
earnings and a consequent lowering of their standards of living. At
the same time they are being made to bear the burden of unemploy-
ment, for which they are in no way responsible and over which they
have no control.

al
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It was the opinion of those who testified before your committee that
it is the dui:};l7 of the State to provide the machinery for easing the
burden of the transitional unemployment which prevails. SocletK
should do everything in its power to bring the jobless worker into touc
with available employment. Means should be made available _which
will cut down the unemployment period to a minimum. For this pur-
pose an efficiently organized and administered employment exchange
SyS.tZI‘Ill and some form of unemployment insurance is urgently re-
quired.

IV. MACHINERY FOR ALLEVIATING UNEMPLOYMENT

(a) E'mployment exchanges

With the exception of the short period during which we were en-
gaged in the World War, the United States has never had a coordi-
nated system of employment exchanges. The U.S. Employment Serv-
ice, which was hastily thrown together in 1918, was organized pri-
marily to help those industries which had been crippled by the loss of
manpower, rather than to help workers secure jobs. In (slpite of its
weaknesses, however, the Federal Employment Service rendered great
aid to industry and was of help in brinﬁi.niworkers and jobs together.
A countrywide organization was established in a very short period
of time and, within 9 months, more than 800 offices were functioning.,

In order that employers, as well as employees, and the public might
be educated to the value and necessity of labor exchanges, State ad-
visory boards and community labor boards were established through-
out the country to act in an advisory capacity to State directors and lo-
cal exchanges. Employers and workers were equally represented on
these advisory boards. It was contemplated that questions of policy
should be determined in conjunction with these committees a.ng(;;hat
through their activities the cooperation of both labor and employers
could be more readily secured. Unfortunately there was little op-
pertunity to test the value of this joint admivistration.

The U.S. Employment Service was regarded as strictly a war meas-
ure which should be promptlr scrapped after the emergency was

, }éassed. Therefore, early in 1919, funds for the U.S. Employment

ervice were curtailed. This necessitated a drastic reduction in of-
fices supported by Federal aid. By October 1919 the urely Federal
offices were discontinued. Since then the Service has functioned pri-
marily as a means to coordinate the activities of State and municipal
offices and, whenever possible, to encourage the extension of these
services. ~ :

In no true sense is there a national employment service in the United
States today. The nine district offices into which the United States
is now divided collect information about employment and industrial
conditions which is published monthly in the Industrial Employ-
ment Bulletin. This information, however, is of a narrative type
and confines itself to general statements as to conditions. No quantita-
tive data are iublish regularly except the monthly reports of the
placement work of the employment bureaus cooperating with the
U.S. Employment Service.
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No accurate evaluation of the U.S. Employment Service as an in-
dustrial or social institution operating on a national scale can be
made from the war experience. It was created, flourished, and de-
clined during the period from January 3, 1918, to October 1919.
As was frequently pointed out during the discussions over its con-
tinuation, the service had been a military not an industrial proposi-
tion.

Establishment of public emplo}ylrment exchanges has been for two
decades included in every comprehensive program for alleviating un-
employment. As far back as 1916, one employment authority ex-
pressed the opinion that “we need no more investigation commis-
sions to tell us that the first step in any program dealing with un-
employment must be to organize a national system of labor ex-
changes.”

That preliminary s{n}p has not yet been taken. In 1921 the Presi-
dent’s Conference on nemFloyment again recommended the forma-
tion of a national system of employment bureaus. Later this recom-
mendation was endorsed by the committee which pref)ared for Mr.
Hoover a special report on business cycles and unemf oyment. The
conclusion of the committee, after a consideration of possible types
of employment service was that “the greatest promise seems to be
in the development and raisin%to a high standard of efficiency of a
national system of employment bureaus.’ .

Due to a better understanding of our industrial problems, the place
of employment offices in preventive or remedial programs for unem-
ployment has been more correctly defined. Their limitations as well
as usefulness have been recognized. No advocate of public employ-
ment offices, however enthusiastic, expects that new jobs will be created
in the face of general depression, nor that technological changes will be
delayed, or seasonal layoffs prevented throu%h their efforts. Neither is
it e pected that employers’ requisitions for Iabor will be filled immedi-
ately in times of labor shortages. Employment technique may anti-
cili:}mte and prepare for industrial changes but can not determine them.

o longer are public employment offices regarded as political pas-
tures nor as dispensers of respectable relief in the form of jobs to
unemployables. Neither are they to be regarded exclusively as high-
grade placement bureaus in competition with private agencies.

It is generally felt, however, that a national service would make a
significant contribution to the solution of unemployment. An indus-
trial service organized on a national scale, which provides comprehen-
sive, timely knowledge of the industrial situation both local and
national, and in addition facilities contacts between the unemployed
and the opportunities for work, is gradually becoming the accepted
idea of employment exchanges.

By the title, a national system of employment exchanies, the essen-
tial elements of the mechanism required are suggested. A public serv-
ice furnished impartially to both employers and employees, without
charge to either, is the basic idea. It must be national in scope, & co-
ordinated service which will organize our entire labor market which
is national, not local, in area. No such system exists at present al-
though employment offices by the thousands operate in the United
States. Wgrking arrangements by which information is exchanged
or labor shifted in response to changing requirements are lacking.
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Several States have established systems of public emgloyment offi

but even if adequate intrastate facilities were provided there wo?fii

be no organized labor market; for States are political, nor economic,

divisions. A correlating mechanism, which will organize our labor

- market throu%lout the country, and a further development of local

eleoyment offices are the major considerations. ]

' mechanism, national in scope, which will organize our labor mar-

. ket effectively, demands administrative technique cf the highest order.
However, to assume that the setup of ade?luate machinery and the
administrative problems which are presented are not insuperable cb-
stacles is not to beg the question either of the feasibility or desirability

| of public emf. "oymgnt offices. Canada, with a Federal Government

similar to ours, established a national employment service in 1918.

Each province maintains its own system of offices with a intraprovin-

cial clearing system, while the Dominion Government contributes to

the local service, coordinates the activities of the provincial offices, and

provides a national clearing system for the transfer of labor between o

provinces and for the exchange of information.

Great Britain has operated a national system of labor exchanges

since 1909. Here, the problem of dual authority of State and Federal

Governments does not arise, nor is there a comparable area to be organ-

ized. However, both the experience of Great Britain and Canada has

tested the workability of employment mechanery on a national scale.

In addition, the succcss of certain of our State systems justifies the

confidence in our ability to resolve the administrative difficulties.

The disorganized conditions existing in our labor market were em-
hasized before your committee by several witnesses. Orderly mar-
eting, a familiar enough term in commodity market, has not been

applied to the distribution of labor. Recurring surpluses and short-

ages characterize our labor market, as they do our commodity markets.

As yet, no machinery has been developed to adjust these irregularities.

A surplus may exist in one locality, or even in one factory, while men

are needed in a similar capacity nearby. Graduvally, industrial plants

have centralized their hiring and discharging in one department to

v effect economies and stabilize their labor forces. This princple is yet

to be applied within our labor market as a whole. '

| It is this organization of the labor market throughout the country

) that is a grima,ry function of public employment exchangas. The ex-

T pression “the labor market,” in this connection refers not to the par-

ticular places where labor contacts are made but rather to “the supply ;
of, demand for, or types of labor present or sought in the several %
areas.” In this sense we have our local, State, regional, and national ‘
markets. In the final analysis, however, our labor market follows
national boundaries and includes our total working population. This
does not mean that we are divorced from an international labor mar-
ket, but only that the international aspects cannot be discussed here.

Tn this capacity of correlating the requirements of the two parties

in our labor market, those of employers and those of workers, the

ublic employment offices must function in two different capacities.
irst, they must serve as information centers, or intelligence bureaus,
through which complete data on employment and the industrial situa-
tion are secured. g)econd, they must act as effective placement bureaus
utilizing the information which they have acquired to reduce time
lost between jobs.
27-410—65—vol. 5—4
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No provision has been made as yet for this necessary data on the
numbers out of work. There is no authoritative answer to such ques-
tions as: How many are unemployed at any particular time? ere
are they? What is the composition of the group as regards age, sex,
occupations, and industries represented, etc.? %o completely satis-
factory answer to these questions can be gained, except through a
systm of registration of those who are without work and looking for
jobs. Compulsory registration, in connection with the administration
of unemployment insurance, gives a reliable measure of the numbers
unemployed at a given time and indicates where unemployment is
most prevalent. Classification of these data by occupations, by in-
dustries, as well as by sex and gbeographical areas provides the basis
for further action in providing jobs.

Voluntary registration, while furnishing less reliable results, serves
the same purpose and is more in harmony with American traditions.
To the extent that the unemployed make use of organized services to
secure jobs, employment exchanges furnish the machinery for regis-
tering those out of work. Obviously, the completeness of the data
and, consequently, its potential value will depend upon the extent to
which an adequate employment service is utilized. |

Labor requirements of employers may be and normally will be
recorded with the agency best equipped to furnish the requisite labor.
Public employment offices which pool the knowledge of available labor
and develop the technique of placement and clearance so that employ-
ers’ needs are promptly met may be expected to become the centrafma-
chinery through which our lagor market is organized. To be sure,
the establishment of employment offices carries with it no 1pre_ssure by
which employers are required to record their needs with local offices.
However, the provision of facilities for contact with available labor, the
presence of a staff competent to direct this labor into the proper chan-
nels and to compile and analyze pertinent data concerning the labor
situation, and the educational propaganda as to the value of the service
to employers justify the expectation of increasing cooperation on the
part ¢f employers. |

Management, while recognizing the limitations of public employ-
ment exchanges, readily grants the need of such an agency : “It is now
urged as essential to the efficient operation of industry rather than as a
means for relieving the misery of the unemgloyed; it is as necessary in
the labor field as traffic control is in city life.” As this attitude tends
to prevail employers will make increasing demands upon the public
service and thus widen its opportunities for placing a%plicants.

Evidence mede available to your committee revealed the fact that
every important civilized nation has a national system of employment
exchanges. Indeed, the establishment of a system of free public em-
ployment agencies was made incumbent upon those countries which
were Iparties to the labor treaty drafted at the Washington Interna-
tional Labor Conference in 1919. Twenty-three countries at the pres-

ent time have adhered to this requirement by ratifying the draft
treaty, and together they have now in operation close to 5,000 national
employment offices. L N
During recent years it has been the accepted policy in the United
States to have employment exchanges run by the individual States and
municipalities. Such appropriations as have been made by the Federal

&
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Government—$200,000 in the last fiscal year—have been mainly ex-
pended in subsidizing State offices. The farm labor division of the
Federa! Employment Service, with temporary offices at strategic
points in the Grain Belt during the harvest season, is the only instru-
ment which approaches a nationally organized employment service.
Beyond that there are 170 State and municipal public employment
offices in the country. These offices vary in number from 1 in each of
11 States to 17 in the State of Illinois. Thirteen States have no public
emplc;yment offices whatever. State appropriations for these offices
vary from $900 in Wyoming to $231,360 in Illinois. The tcial appro-
priations of all the State governments aggregate $1,203,906.

Availadble funds for the 170 offices in the 35 States and the District of Columbia,
Jrom all sources and numbers of offices maintained the last fscal year?®

States Number Cash States Number Cash
of offices | available? of offices | available$
Arizona. oo ceceeneaaanaa. 1 $4,960 || Missouri. ... ccoceeneann... 4 $32, 640
Arkansas. ......ceccecnceean 4 5,880 || Nevada. .ceuceeeccaancncens 1 3,070
California. . ....oeeee-..... 12 85,804 || New Hampshire............ 2 4, 760
Connecticut.on e ceannnne.. 7 51,020 || New Jersey.cocuceccncncnes 6 83,490
BlAWAYe. e enecaccacnennn L3 B SRR New York....cceeeeeee..-.. 11 195, 502
District of Columbia........ 1 14,615 ]} North Carolins............. 6 21, 600
-0 ¢4 1 S, 1 2,100 || Ohlo ... eeeeeneneaaee. 11 145, 600
018. . cecceuncancnennnan 17 231,360 || Oklahoma.....ceeeeeecaeee. 4 9, 780
.................... 5 21,200 || Oregon.....ceecaruecccaaene 3 13,495
Towa. .. eecenee 3 Pennsylvania.............. 14 81,360
Kansas. ... vcaecnnes 5 15,240 [{ Rhode Island............... 1 4, 900
Kentueky e neennneconcna- 1 . South Dakotf..ceeencaeenen 3 1,260
Lovisiana. .._.occeecnnnano. 3 1,140 || Tennessee.......ceeeeene... 1 1,580
Maine. ... oo aecaaeae 1 1,420 || Vermont_.................. 1 1,238
Maryland . _.ccooenaao ... 1 4,100 {{ V 5 11,720
Magsachusetts. ..cccceneaaae 4 68,810 || West Virginia....._......... 1 1,640
fehigan.. ..o oo emaanen 11 35,307 |{ Wisconsin. ... c.ceaeaaao... 10 67,960
Minnesota.. .. coeeeencoe- 6 43,127 {| Wyoming. .cceeeaeaeeen.-.. 1 900

1“Financing the Public Employment Service,”” American Labor Legislatiun Review, December 1925,
3 Includes cash allotted from the Federal Government to various States.

; iMa!ntained by the city of Wilmington, the Federal Employment Service, and various civie organt.
zations,

It should be self-evident that a country as large as this, with a wage-
earnin po%ulation numbering over 30 million, cannot be effectively
served by 170 public employment offices. There are, to be sure, sev-
eral thousand private employment offices in the country, but it is the
consensus of the best informed opinion that these are open to grave
abuse. Private agencies have been known deliberately to send unfit
men to certain jobs in the knowledge that the workers would not be
kept on, thus making it possible in a short while to secure a second
fee from the individuals placed. One Pennsylvania licensed agent
was recently reported to have made an arrangement by which a fore-
man in a factory was paid $5 for every emploiee taken on through this
agent and $2 for every man discharged. The men were kept on the
job a week, they were paid every Friday, and the expectation was that
they would return to the agent for a new job the following Monday.
This foreman made a commission of $7 on-every laborer passing
through his shop in this way. Other cases can be cited where fees
have been split with foremen who purposely discharged men and took
on others. Time and again men have been known to have been shipped
to jobs which did not even exist. -
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Nor is it possible to control the fees charged by the employment
agencies, Legislation for this purpose, pa by various States, has
recently been declared unconstitutional. Today there is very iittle
control which can be exerted by State governments over the private
employment agencies in their jurisdiction.

he present Federal emgloyment service is in need of thorough reor-
ganization and considerable expansion. An efficiently organized and
well-coordinated employment service would go far to accelerate the
g.bsor]ption of workers thrown out of employment by changes in
industry. ,

If the employment service is to continue to remain a function of the
individual States, it should be expanded and brought up to a higher
standard than now prevails. Through Federal aid and Federal coop-
eration it should be coordinated in such a way as to make possible the
transference of workers from one locality to another with a minimum
of friction. To make this possible, it is essential that there be at the
head of the Federal service a trained and exferienced director, who
has the confidence of both employers and employees. For such a per-
son there must be available a salary which is adequate to attract the
most efficient talent. ‘

There should be organized by the Federal Government a series of
district clearinghouses, which will coordinate the activities of the
State offices in various sections of the countll'}y in a manner similar
to the present organization of the Federal Reserve districts. The
present system of granting varying amounts by the Federal Govern-
ment to one State or another should be abolished, and the grant made
to each State should bear a definite relation to the amount which that
Stete appropriates for its employment service. The lirerequisite for
the receipt of Federal aid should be that a State shall meet certain
definite requirements and standards as promulgated by the Federal
Director. These should concern themselves with the type and training
of the staff emlﬁoyed, the maintenance of certain statistical records,
coopg(xia,téion with the Federal clearing offices, and the office facilities

rovided.
P If an employment service is efficiently to perform its designated
functions, it must command the confidence of those whom it is orga-
nized to serve. In the past many employers have been unwilling to
avail themselves of the services of public employment exchanges and
have preferred to use other means for securing their labor supply.
Likewise, many employees have hesitated to use the existing puﬁhc
exchanges because of the fact that they had knowingly sent workers
to plants involved in labor disputes. To secure the confidence and
goodwill of both emgloyers and workers, it is suggested that there be
created a Federal Advisory Committee made up of equal numbers of
representatives nominated by employers and by workers to cooperate
with the Federal employment Director in the formulation of adminis-
trative policies. Similar representative bodies for each State, and
even for each municipality which has a State employment office, should
be one of the requirements in every State which secures Federal aid.

To insure continuity of service and to remove the Federal Employ-
ment Service from the realm of political preferment, it is suggested,
also, that evexiy member of the service be placed under civil service
regulations. It is advisable, also, that all executive heads should be




IV e bl e R i A 2D St P W L - o

=

i

SELECTED READINGS IN EMPLOYMENT 1629

selected only after an oral examination conducted by the advisory
committees mentioned above. Under such a system there will be an
assurance that the person selected will have not only the requisite
experience and training but also those personal qaalities which fre-
quently make for failure or success in administering employment
work. = The individual States, furthermore, should be urged to place
within the civil service such employees as they have in their em{rloy-
ment exchanges. This, too, may be made a prerequisite to Federal aid.

(b) Adequate statistics of unemployment :

Recent discussions of the unemployment problem have brought into
the limelight more sharply than ever before the fact that we know
very little as to the extent of unemployment in the United States.
Everybody who has looked into the problem has his own pet estimate.
The l{igur&s run from about 1,500,000 in some estimates to 8 million
1n others.

In spite of the imlﬁ)rtance of regular employment to the national
welfare, in spite of the effects of unemployment on our citizenship,
and upon our industrial welfare, there exists no national or State
machinery for collecting facts concerning this problem. In the words
of the committee on elimination of waste in industry of the Federated
American Engineering Societies, “the amount of idleness or unem-
Bloyment in industry can only be evaluated through rough estimates.”

resident Harding’s unemsloyment conference in 1921, a conference
made up of all of the leading idnustrial leaders of the Nation was
unable, In spite of all of the combined facilities of those ﬁ)resent, even.
approximately to measure the number of unemployed. Estimates ran
from 4 to 7 millions. It is said that the figure actually determined
upon by this conference was nothing but a conglomerate of the pre-
vailing guesses and that. the final figure agreed upon was the result
of a majority vote of those present.

In the early part of 1928, when unemplogment was being widely
discussed, the Maryland State Federation of Labor made public the
fact that according to its estimates there were 75,000 persons out of
work in Baltimore. In reply to this statement the Baltimore Associa-
tion of Commerce announced an estimate of its own, which placed
the maximum unem&»loyed at 83,000. A censusmade in the same month
by the Maryland Commissioner of Labor and Statistics placed the
number at 15,478. The tremendous difference between these three esti-
mates gives an excellent picture of the State of our unemployment
figures. Behind each of them was a }jlt;gegment which apparently had
§omia (li)asis in fact and against all t of them criticism has been

eveled.

- The situation in the United States as to the State of our unemploy-
ment statistics has recently been well described by a British jour-
nalist: “In no country is the art of the statistician so highly developed.
He teems in the banks, the universities, the innumerable academie or
social foundations. He will tel! you to the last decimal point how maay
gards or tons of every conceivable commodity the factories have pro-

uced, the railroads have carried, and the public has bought. But
he does not know the number of unemployed.’ | ~

It should be clear from the above that there are no scientifically
acceptable statistics of unemployment in the United States today.
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Several attem})ts at their collection have in the past been made by
the Bureau of the Census, but these were made prior to the World
War. The census of 1890, 1900, and 1910 included figures on the
number of people who had no jobs on the corresi:onding census dates.
The figures for the latter year were never published, the reason given
to those who pressed for their publication being that the late date of
their tabulation made them valueless. It was stated, moreover, that
the enumerators had failed to distinguished between those who were
actually unemployed and those who, like schoolteachers, were not
working at the specific time, but, nevertheless, were not in fact out of
a job. The shorm%e of funds as well as the pressure of work which
came with the declaration of war were also given as reasons for not
ublishing the unem];‘)loyment fi .

The most comprehensive coilection of data concerning the status
of employment in the United States is collected and published by the
Bureau of Labor Statistics of the U.S. Department of Labor. These
figures are not, however, figures of unem Yoyment. They are figures
which show the extent of employment. The distinction between these
two types of data should be clearly borne in mind. Unemployment
statistics cover those who do not have jobs. The figures ub?ished by
the Bureau of Labor Statistics and by the departments of lahor of the
fow States which have done anything along this line show the number
of people who have jobs. To be sure, figures on employment are both
necessary and valuable. If they comprise a sufficiently large and rep-
resentat>ve sample of the working population their continuous collec-
tion will throw considerable ligﬁt upon the number of persons em-
ployed in industry and will show which industries are growing and
which are contracting. But the fact that they show, for example, that
employment is contracting does not necessarily mean that unemploy-
ment 1s increasing. Nor does the fact that they show employment is
increasing necessarily mean that unemployment is decreasing.

Workers are constantly leaving industry and going into business for
themselves. Some are retiring and living on their past savings, or on
the income of others. Some leave industry and go to schools, colleges,
and universities. Theoretically, unless our employment figures cover
every branch of production and distribution it would be (il)nte possible
for employment in the major industries of the country to be declining,
and at the same time have the number of unemployed grow less. On
the other hand, with a];lproximately one-third of a million immigrants
entering our gates each year, with about 200,000 people coming into
our cities from the farms, and with anywhere fl)'om 1,500,000 to 2
million young people reaching the working age each year, a very
marked growth in our employment may at the same time be accom-
panied by a serious increase in the number of people unemployed.

A letter submitted to the Senate under Resolution 147, on March 24
1928, by the Secretary of Labor stated that the actual number of
unemployed in January of that year was 1,874,050. This figure did
not in fact show how many were unemployed in the United States. As
stated to your committee by the Commissioner of Labor Statistics it
was nothing more than an estimate of the shrinkage of employment
between the average of the year 1925 and the month of January 1928.
As described by the commissioner, it was arrived at by taking the
number of persons employed in 1925 in manufacturing and on the rail-
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roads, as reported in the census of that year, and subtracting there-
from the number of people estimated to be employed in these two
branches of industry in January 1928. The estimate for January
1928, was based upon a sample of 2,907,700 workers in 10,772 estab-
lishments for which the Bureau of Statistics collects monthly fi
These figures show a shrinkage of 7.7 percent for January 1928, as
compared with the average for the year 1925, and it was agsumed that
a corresponding shrinkage could be attributed to the remaining indus-
tries and plantsin the country. _

On this basis the estimated shrinkage arrived at for all manufac-
turing and railroad employees was 753,107. These figures, it should
be noted, do not include the wags earners in agriculture, mining, trade,
personal and domestic service, and clerical work whose number in 1925
approximated 114 times the number of workers in manufacturing
industries and on the railroads. In order that the workers in these
other lines of activity might be included in the estimate, therefore, it
was assumed that they had “been affected in like deg}:e,” and the
shrinkage of 7.7 percent was aitributed to them also. this way 4
total shrinkage in American employment of 1,874,050 was arrived at.

The mere exposition of this method of computation shows its in-
herent weaknesses. First, is it fair to assume that because employ-
ment shrunk by a certain percentaﬁe in the plants for which the Bu-
reau of Labor Statistics has data that all other manufacturing g)lants
experienced the same contraction? It should be noted that the figures
of the Bureau of Labor Statistics correspond almost exactly with the
figures for the State of New York which cover a much larger per-
centage of the plants in that State than do the Bureau’s figures of
plants for the country as a whole. It is a fact, however, that the Bu-
reau’s data includes most of the larger plants in the country and that
there are many small plants which have been increasing rather than
decreasing their working forces. This is particularly true in the newer
industries, like the manufacture of radios, household labor-savin
devices, airplanes, etc. In other words, the figures of the Bureau o
Labor Statistics may not even be an accurate picture of the shrinkage
in the industries for which it collectsregular data.

One cannot categorically say whether the present employment index
of the Bureau of Labor Statistics is either overoptimistic or overpessi-
mistic. It hasbeen criticized as being both, and without making a very
complete and elaborate survey of a very large number of plants in the
country one cannot come to any valid conclusion.

A second self-evident weakness of the figures on employment sub-
mitted by the Bureau of Labor Statistics is that they include no first-
hand data concerning trade, agriculture, mining, personal and domes-
tic services, and clerical workers. Inasmuch as no data is available
for these types of economic activity, the Bureau assumed in its estimate
of the shrinkage of employment in the United States that employment
in these fields had declined in the same proportion as employment in
those industries for which data is available. The fact, however, is
that in many of thoss industries for which no data is available the
number of employees has been increasing rather than decreasing.
New activities, such as gasoline filling stations, garages, beauty par-
lors, hotels, restaurants, and cafeterias, have been expanding quite reg-
ularly during the past 5 years. To assume that employment in these
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industries has been shrinking because such was the case in the manu-
facturing industries requires a very large stretch of the imagination.

Finally, the figures of the Bureau of Labor Statistics throw little
light upon the extent of unemployment in the United States because
they are based upon the assumption that the year 1925 was a year of
no unemployment. Unless we know how many were unemployed in
1925, and there is no doubt that there was a large number of people
without work in that year, no figures of shrinkage of employment
since that year can throw any real light upon just what the situation
was in January 1928. .

What has been said in the preceding paragraphs are not meant in
the way of criticism of the data of the Bureau of Labor Statistics.
The Bureau has insisted time and again that its figures merely show
the shrinkage of employment in manufacturin%j;dustries and that the
estimate which it made in April 1928, was nothing more than an esti-
mate developed with the only tools which were available to it. The
Commissioner of Labor Statistics has stated that his conclusions are
nothing more than a guess and that it was the best guess possible with
the machinery and data at hand. Since the spring of 1928 the Bureau
of Labor Statistics has attempted to expand its field of investigation
and to secure employment data for a number of industries which have
not in the past been included in its index. The Bureau has expanded
its field to the extent that it now collects employment data for the
bituminous and anthracite coal industries, metal mining, and wholesale
and retail trade. It is the hope of the Bureau to secure data on build-
ing trades, hotels, and restaurants, and eventually upon every impor-
tant phase of economic activity in the United States. If the Bureau’s
budget makes this possible, we may in the future have a pretty accurate
picture of what is taking place from month to month along employ-
ment lines in American industry.

Other estimates of the number of the unemployed were made by
private agencies in 1928. One which attracted considerable comment,
and was frequently quoted, was made public by the Labor Bureau
(Inc.), in February. This estimate was arrived at by assuming that
there were, in 1923, 1 million unemployed workers in the United States.
To this figure were added the increase in the sup]ply of employable per-
sons through population growth, which was placed at 3 million. It
was estimated, also, that there was an increase of 1 million urban work-
ers resulting from the migration from farms to cities. These three
items gave a net increase in the number of people available for em-
Eloyment in 1927 of 5 million. To these 5 million was added the num-

er of people who were thrown vut of employment from 1923 to 1927.
The total of these, which was made up of 1 million workers discharged
from manufacturing industries, 100,000 discharged from the railroads,
and 100,000 dismissed from the coal-mining industry, %:e 1,200,009
people to be added to the 5 million mentioned above. om this in-

crease of 6,200,000 people who were available for new employment was
deducted the estimate fpossible increase in the number of people em-
activity. These were estimated at 2,100,000.

ployed in other lines o

ernym o g

(ot NIMAR v 10 et e




gy

L.

SELECTED KEADINGS IN EMPLOYMENT 1633

This figure was made up of the following:
Estimated possible increases of employment in certain lines.. 2,100,000

Professions 200, 000
Amusements 100, 000
Public utilities : : 200, 000
Automobile sales and service ; 700, 000
Other distribution 500, 000
Building. : 300, 000
Miscellaneous ‘ 100, 000

Deducting the 2,100,000 increase in em loyment in the industries
which enlarged their employment rolls from the 6,200,000 workers
available for new employment, the Labor Bureau came to the conclu-
sion that there were approximately 4 million peo le unemployed in
1927. This figure of the Labor Bureau is an excellent illustration of
the extent to which estimates must be made in arriving at a fi of

turing, as was shown in preceding pages, is itself an estimate that is
subject to much error. All of the remaining figures are mere guesses,
and just how much error they include nobody can say. o

The Brookmire Economic Service, another private organization,
which acts as economic and financial adviser to the business world,
andertook last year to estimate the number of unemployed for each
year from 1910 to 1928. The method used was to figure out the differ-
ence between the actual employment and the probable maximum em-
ployment in each year. During this period of 18 years it was assume
that 6 years—1910, 1912, 1917, 1920, 1923, and 1926—were {ears of
exceptionally good business conditions and of no unemployent.
With this assumption the Brookmire Economic Service came to the
conclusion that the maximum unemployed in the United States in
any one year since 1910 was 3,653,000,1n 1921. In 1927 the estimated
that there were 1,466,000 people unemployed. For March 1928, the
estimate was placed at 2,632,000. The significant thing about this
fi is the fact that this number, namely 2,632,000, became urem-

oyed during the short period between the year 1926 and March 1928.

t seems improbable that so large a number of people had been thrown
out of employment in this relatively limited length of time.

No students of the unemployment problem have ever asswmed that
there has been a period of unem loyment during the past 18 years.
1890 and 1900, in the midst of industrial prosperltg, the decennial
census showed that 50 percent of the workers of the country were
unemployed at least 2 months each year. Evidence is available
for the bituminous-coal industry showing that in the prosperous year
1996 a considerable number of the people attached to that industry
were unemployed. Indeed, one can ﬁnﬁ innumerable cases in every
industry showing that the year 1926 was one of unemployment for
its workers for some perior of the year. If, therefo there was in
fact an increase of 2,632,000 in the number of unemp. oyed between
1926 and 1928 the number of persons without work in the latter year
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must have been much larger than that given by the Brookmire Service.
Just how much larger it was it is impossible to say. » .

That the results obtained from the various methods of estimating
unemployment approximate each other so frequentlyriﬁ no justification
for the belief that they are in any way correct. e data used are
in larﬁe part the results of guesses, and the fact that many guess alike
is no basis for assuming that they have guessed correctly. One may
hesitate completely to accept the assertion that “Unemployment esti-
mates are virtually worthless as far as this country is concerned. Even
where deliberate bias is not present the estimates must perforce be made
up from data which are not accurate even within wide limits of error.
Obviously no analysis, however conscientious, can impart to an esti-
mate dependability which does not exist in the raw data utilized.”
The fact remains, however, that there is much truth in this'statement.
Tt is the opinion of one statistical expert who for many years has been

working with the available data and who submitted testimony on ,

unemployment statistics to your committee that, “Neither on the total
volume of unemployment, nor on its distribution among industries,
nor on its geographical distribution, nor on its duration, is there any
direct evidence worthy of serious consideration.” - :

In view of the present status of unemployment data, however, one
can do little other than use whatever material is available, always
remembering that most of it is nothing more than vague guess, and
working at all times toward the collection of something more scientific
and trustworthy. :

Without a census of unemployment we are destined to remain in
the dark in the field of unemployment statistics. It is an interesting
commentary upon American governmental procedure to find that
one can secure at a moment’s notice data showing the status of our
wheat, oat, barley, rye, flax, hay, bean, apricot,uf:rune, cherry, and
walnut crops, as well as innumerable other agricultural products, the
production of condensed milk, the cold-storage holdings of cheese and
Bickled pork, and yet be unable even reasonably to estimate the num-

r of unemployed in the United States. If the American people
are ever to take any action toward dealing with the unemployment
problem, data more reliable than anything which has been thus far
available will have to be collected. Any plan, either for the preven-
tion or relief of unemployment, whether it be undertaken by the Gov-
ernment, private industry, social agencies, trade unions, or any other
organized group, must be based upon fairly reliable data which shows
the extent and distribution of unemployment. European governments
such as Great Britain and Germany automatically come into regular
possession of fairly accurate data throel.:%h their employment ex-
changes where all the insured unemployed must register. Since we
have no means of compelling the unemployed to register in the United
States our only sources of information is a census.

Irrespective cf all of the difficulties inherent in making and tabulat-
ing a census of unemployment it was the opinion of those who testified
on this matter that none of them is sufficiently large to warrant our
letting slip by the opportunity of having an unemployment census
made in conjunction with the Population Census of 1920. All that
would be required is the inclusion of two additional questions to the
schbedules to be printed. With such data which is usually included
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on the schedules the Census Bureau could, without any great expense,
tabulate much information which would be both valuable and essential
concerning the extent of unemployment, the ages, sex, former occu-
pation, distribution, and a host of other important facts concerning
those wiio have no jobs. 4, .
Granted that it will be hard to define for the average enumerator just
what an unemployed person is, and granted also that by the time
the census is completed and the results tabulated conditions may be
radically different from those on the census date, such a census would
nevertheless give us a base from which to work in approximating in
some acceptable manner the trend of unemployment from month to
month. It will give us, first, a gocd approximation of the number of
unemployed on the census date. Secondly, with fairly representative
data on employment for many manufacturing industries already bein
currently collected by various State labor bureaus and the Bureau o
Labor Sytatistics, with monthly immigation figures available, with
fairly good school and college figures, and with a growing collection

of data for employment in nonnyinufacturing industries, it will be pos-

sible to calculate usable figures showing the changes in the number of
unemployed at stated intervals as comgared with the base date on
which the census is taken. The results obtained in this way will, to be
sure, be approximations. They will in all probability contain a fairly
large measure of error. They will, however, be far superior to any
estimates which are now available, and will at least free us.from the
necessity of having to choose from a variety of estimates—all cred-
ible—which differ from each other by asmuch as2million. _
The Bureau of Labor Statistics’ present policy of expanding its
sources of employment data and of adding to its present data new
lants and industries wherever Eqssible should be approved and
rthered. Sufficient funds should be made available for the expansion
of this type of work. | P
Further data should also be collected which will throw light upon
the extent of part-time employment in the country. Figures showin
the amount of employment and unemployment do not trulfy revea
conditions. Very uently plants are operated for but a few days
each week and the workers on the payroll are depicted in our statistics

as being employed. Prolonged periods of part-time emplogment are as
ecking gen-
eral purchasing po.wer as are shorter stretches of complete inemploy-
ment. Steps have already been taken by the Bureau of Labor Statis-
tics toward the collection of information on part-time employment and
it is highly desirable that this phases of the statistics of unemployment
should be further developed. _ o
A great deal can be done by the individual States along the lines of
collectinf and furnishing statistics of unemployment. A little more
than half a dozen States are already collecting reliabie monthly data on
employment within their borders. Nothing has been done, howevez,
towa developings unemglo nent data. ere is now before the
Legislature of the State of Massachusetts proposed legislation for the
regular collection of information which will show tiie industries in
which unempl:gment is concentrated, the geographical distribution of
the unemployed, and other facts which are essential to understandi
the causes and the means of alleviating unemployment. The Statv o
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Massachusetts should be stron%l urged to enact the legislation which
will make available such valuable data and other States should follow
along the same lines.
(¢) Public works

The advance planning of public werks has long been accepted as
the one irstrument which governments can use in alleviating such
unemployment as results from general business depression. The un-
employment conference of 1921 emphasized the need of a Federal
plan which would make possible the curtailment of public construe-

tion wherever feasible until such times when industry as a whole is
generally depressed.

The idea is not a new one. It has been advocated now for several
generations, and several times during the past decade legislation gro-
viding for the establishment of such a policy has been proposed in

ngress.

It should be said at the outset that a public works program will
not relieve unem l(‘?'ment caused by depression in any single industry.
If public work#thad been institute during the past 3 or 4 years, they
would have had little effect upon conditions in the coal and textile
industries where factors unique to these industries have brought about
an appreciable decline in the demand for their products. Public
works will be effective rather in periods of general industrial depres-
sion when all industry is affected.

Nor will they prevent the occurrence of future industrial depres-
sions. The ebb and flow of economic activity is so intertwinecd with
all of the forces of human psychology, the forces of nature and in-
numerable other factors, that it would be folly to suggest that any
one piece of machinery could lead to the elimination of fluctuations
in business. A public works program should, however, effectively
shorten the life of business depressions and at the same time check the
severity of such recessions that may come in the future.

An effective program would provide for the postponement of such
public construction as could be conveniently delayed from periods
of great industrial activity to periods of industrial stagnation. Such
delay would have two results. In the first place the Government
would be removed as a competitor of private business in the market
for building materials and labor duri::% times when industry is al-
ready having difficulty in securing sufficient material to- meet the
demands of its consumers. The Government demand during periods
of business boom frequently does little more than raise prices beyond
a level which is already too high. Should public construction be
delayed until periods of depression it should be possible for purchases
of materials to be made at lower costs than would otherwise be

ossible. During recessions, when private demand is usually small,
the Government could make its purchases under much more favorable
conditions than would otherwise be possible. At the same time it
would be able to secure its required labor at lower wage rates or at
least secure the best possible type of workman at the going wage rates.

The second advantage of the postponement of puﬁlic works would
be that Government orders coming at the psychological moment would
have a tendency to stimulate business activity at times when other
orders are not available. The placing of contracts at the beginning of
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a depression would automatically result in a demand for iron, stasi
copper, cement, brick, lumber, and the products of some 20 other alli
industries. Such a demand will in turn lead to the employment of
labor in these industries. Such labor as will be employed will become

urchasers of other products such as food and clothing, thereby stimu-
ﬂting the activity of those industries which cater to the needs of our
laboring population. In cumulative fashion all industry will be stim-
ulated at a time when business contraction and unemployment are
underway. .

Though the expenditure. of the Federal Government constitute but

a fraction of the total amount spent by the country as a whole for

ublic build.in%s, drainage, dams, etc., it is incumbent upon it to estab-
Esh an example and set a standard of ormance for the States,
counties, cities, and town to follow. It is these divisions of our Govern-
ment which can do the most effective work along the lines of planning
long-time public construction programs. Their expenditures consti-
tute by far the largest portion of our public outlay. They should be
urged immediately to make provision for a longtime protiram and
create the machinemhich will be in shape to function at the oppor-
tune moment. To function effectively it is essential that engineering
plans be drawn up and everything pertaining to the placing of con-
tracts be in readiness at, the time when general business has started on
the downgrade. Unless such irovision has been made in advance it
may take many months after the need has arisen before the necessary
work can be started. One of the witnesses who testified before your
committee pointed to the case’of Massachusetts during the depression
of 1914 when an attempt was made to drain one of the swamp areas of
the State in order that employment might be given to jobless men. In
this case the absence of engineering reports and the need for the for-
mulation of plans made ii impossible to do anything for a year and a
half. Without advance fplannmg of this tyﬁ anywhere from 6 months
to a year is iaken up before any work can be done.

hIl: was the cgnselll)ius of (igiml‘l(;n :}f those witn?m who testified on
the question of public works that the passage o rosperity re-
serve” legislation now before this body would have a teﬂ?;lg eﬁ’ecttzpon
American business policy. The example set by the Federal Govern-
ment would, in their opinion, have an effect upon business executives
and would probably lead thein also to apply the brakes to business
activity during l[:enods of overenthusiasm, thus preveating the over-
expansion which usually accompanies boom periods. It would also
lead ui:i‘]:_lem to ?ccusggll{a‘tie reserves &)11; dg]}: tlmaf1 and tﬁnabge i}:{hem to
manufacture for uring periods of few orders, thereby keepi
more labor employed. Amen%:ll'll business is already adoytingp?ig
policy of accumulating financial reserves to meet d1viden(f require-
ments during periods of depression. Governmental example may lead
them to develop similar policies in regard to production and employ-
ment during recession periods.
(@) Unemployment insurance

Unemployment insurance is a new venture in American industry.
Some 15 private industrial organizations today have their own insur-
ance funds and make provision for payinﬁ their workers during
periods of unemployment. It hasbeen the policy of those private firms
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which have unemp Insurance sysiems to creaie their own
insurance funds and the burden of the cost themeselves. Com-
tributions zre not. exacted from the labor forees. 'Iheznmntpudb

workexsvmeswﬂhtbedlﬁamtmgmmim large manufac-
turer in New England ofp some 3000 plge guaraniees o
uchemployeeSO his weekly married, and
wpemntofhsmmngs,ﬁhns dnrmesn:h lleis

railroad com *paysaweeklysumof%toﬂsdsdnrgdm—
Ployees for apenodofﬁ woeks.
ﬁ:; 3:]] y felt that eompany insurance funds which are sup-
managemeni alone are more adnnbg_uus than con- =
oyt o of e T ) Yo i ol e b
15 to I =
rcegytodoeverythmgmhs to prevert the discharee of work-
mhngtbeeodzofnmma&nxgeupmpnﬂnﬂxni
tntheadvan of the employer to keep his foree employed 2 steadily
as possible and thereby keep his overhead charges at » miniowm. )
In the Chicagr men’s cldbmgmﬁntagﬂmofnnmp]ﬂymw
msunnoehasbeenmeﬁectfortbep:stﬁm This system Iz the
oﬂgmwthofmagreemm;mmmm:ndﬁn“ |
gamated ClothmgWorkmsofAmumderyhdhih i
employees contribute Jomily io an unemplovanen: S |
ﬁomwncﬁmhefhgnentoworl’uswlhmmwdmﬁlv
“At the outset the plan called for eontaTbuticons by em) " 3
workelsofl%percentofﬂnetmlw:gcs. In 1928 the cormtribukion of
the employers was increased io 3 percent makins a ictal contribuiion
of #15 percent. Benefits were ltmited by the first agreement to 40
ofthewagnsforapenoﬂxmttoumdaw&pm
Under the mtagmttbemmbadw&sp&ymmm
toT%mth provisions for the emmulation of unpaid benefis from year
to year. Frmnnmetonmetbemlesgnmngﬂbemmﬁbmdﬁh
have been changed to safeguard the funds. At presemt the weekdy
benefit is 30 percent of the wages. Fmtthnm!tpmtihphmcpm
on a house-fund basis; that is contributions in the case of any
tlcnlarﬁrmmaybensed(mlyiorﬂmpaymﬁbmaﬁﬂsmm
employed by the firm. The funds are administered by trusiees repre-
senting the emplovers, trustees representns the warkers, and one
neuiral trustee as chairman ™ Atthpmtmw%ﬁm‘mk -
ers c§me under the insurance scheme. The unemployment Irsuramee )
agreement was extended io the Bochester and New York clothing '
markets during the past year. Similar schemes allso prevail in a few
othermdusl;fnea where the irade unions and employers have made
agreements ormsmmgworkﬂsagamst lovrnernd.
Itwasthetmquahﬁadassemgnofmofmﬁmewm Fave testmmomy
on unemployment insurance that the realizziion of the faet thai unes-
ployment would not result in a loss 0f income has Jod 1o 2 heishiened
morale among the workers insured znd has brought abot lower pro-
duction costs.  Nothing in modern industry inferferes with the efi-
ciency of workers as much as does the fear of being thrown out of
work. The larger part of the restricfion of euiput which prevails
in industry is due entirely o the fear of working aneself out of 2 job.

|
nnmnp]oyedformlsanswa'whxh as no control (heof - 1
|
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The experience of the men’s clothiig industry ir Chicago has glven
undisputed proof of the fact that iabor will do anything in its
zmpmdmtmmnbﬁeedﬁomthespecterand nng
unem
Although bills proposing the compulsory insurance of workers
against unemployment have i the past been submitted to the Legis-
hiures of Massachusetis and Wisconsin, there is today no compul-
insurance of thistype inthe United States.

Britain was the first country to introduce a national system
of compulsory unemployment insurance”* The National Insurance
Aci, 1911 (pt. IT) made provision for insurance agiinst unemploy-
mentt in T selected trades—building, construction, shipbuilding, me-
dnnml engineering, iron founding, construction of vehicles, an ‘saw-

vering over 2 million workpeople. The scheme was ex-
by the Munition Workers® Act of 1916 to include additional
groups of workers who were expected to suffer from unemployment
after the war, bringinz the total of insured up to 4 million. The act
dlﬂ?,themampalu:t with this ro]ect, brought into in-
sarance all persons of the age of 16 and upward employed under a
comiract service. Over 11,500,000 workers are now insured under this
scheme. Sinee jon is made for de idents, it may be estimated
that some 30 onn-edxrectly sffected by its l1))e1.'ovlsmns.
The British law requires that all pe rsons tween the ages of 16
Mﬁowhommployadmderconm& of service in Great Britain,

inclnding apprentices in receipt of 2 money payment, must be insured

against umemployment. Thcé ehief classes who are exceptedlare per-
oS engaged m omestie servants in privaie employment,
thmmf?r whmmﬁﬂl of Labor thinks msura.np ce nnI:l y

ecessary
becanse of the regularity olf therr elgalﬁyment, suc.ih as Governmeng
and public corperation employees, an persons who are not manua
workers and who are receiving wemuneration af a rate exceeding
£350 a year.

The siaie coniribates annually, from money ted by Parliament,
an amouni equal to rather less than one-tInrd of the total contnbntlons
ef employers and workmen. The contributions from the employers,

the workmer, and the state t form the unemployment fund
from which benefiis are paid. This fund is controlled and managed
irythemmmiryofhbor

Coniributions are levied at a uniform rate for all workmen between
the ages of 21 and 65. There is an obvious cbjection to the payment
ofeqmlemﬁzibmm..bypeop]e subject to different risks. The amount

varics with the occupation, the age, and probably
wmﬂn the wage of workmen. It was actually intended on the mtroduc-
tion of the scheme to meet this variation through differences in the
rate of benefits, but the Iazck of adequate statistical data made this
dificuli. Women, yourg men, and young woemen over 18, and boys
and siris under 18 pay a different rate of contribution from men and
get different rates of benefit.

aﬁmmssmmfsmhmﬁ%gnam%nc % lr)erpajredfho%tll:e Il‘x:sﬁtult_iedof
lI'mmumzs e Braakings Institution, Washington, . bY oseph Cohen, Cambridge
Toiversity, England.
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The condition that the unemployed workman must make applica-
tion for benefit in the prescribed manner is the very core of the scheme.
He is required to register at the employment exchange the fact of his
unemployment. The exchange knows or is able to ascertain whether
his unemployment is due to lack of work in the etablis<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>