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Foreword

The problems and issues which have confronted the federal-state employ-

ment service since its establishment during the early thirties clearly

suggest an increasingly important role of this service in our changing
economy. This monograph was written in order to provide some perspec-
tive for considering what its role should be.

The authors of this report are widely known in the field of labor eco-

nomics as experienced and competent investigators. Both have authored
other reports published by the Institute. Dr. Haber has been associated
with the Institute as a consultant for many years and presently is also its

Director of Unemployment Insurance Research.
Without taking a position on the many issues which are raised, the Insti-

tute is pleased to publish this report.

February 1964
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Preface

Since its inception 30 years ago, the United States Employment Service
has had a checkered career. It was born in the midst of the greatest de-
pression in the nation's history. Before the state legislatures could enact
laws necessary for the federal-state cooperative program, a whole series
of measures were adopted to deal with the economic ravages of the great
depression. These included CWA, WPA, CCC, NYA, FERA, and PWA,
among others all enacted in 1933. To serve these agencies, the federal
government established a National Reemployment Service even before a
federal-state plan could get underway. In 1935 Congress enacted a Social
Security Act which immediately involved the local offices of the United
States Employment Service in the administration of the "work test" re-
quired to qualify persons for unemployment insurance benefits. Then
came World War II and the federalization of the United States Employ.
ment Service, including its shift from the Social Security Agency to the
Department of Labor. At the close of the war, with the return of the Em-
ployment Service to the states, there was an opportunity to begin the de-
velopment of a federal-state employment service on the principles con-
templated by the original Wagner-Peyser Act of 1933.

In the meantime, however, as a result of the development of public
policy in the manpcwer field, the Employment Service developed beyond
the idea of a simple labor exchange under which it was conceived. Addi-
tional responsibilities were constantly being imposed upon it. These had
to do with special services for veterans, the handicapped, minority groups,
youth, and the elderly people in the labor force. There was an expansion
in its counseling, testing, and guidance functions. It became involved and
increasingly skilled in the procurement of labor market information and,
in fact, in community "labor market planning." The "imposition" of ad-
ditional functions has continued almost to the present time. More recent-
ly, in addition to responsibilities connected with the administration of un-
employment insurance, the local and state offices have become involved
in the nation's manpower development and training programs. In brief,
the more than 1,900 local offices affiliated with the United States Employ-
ment Service have become in a broad sense "manpower centers" serving
the local community, the state, and the nation.

In this monograph we undertake to examine the developments which
have influenced the United States Employment Service during the 30
years of its history. We are mindful of the fact that this long period can-
not be fully treated in a relatively short monograph. We hope, however,
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that in highlighting the major developments and in emphasizing the evolv-

ing issues and problems this monograph will contribute constructively to

the public discussion currently being carried on regarding the proper role

of the United States Employment Service in a changing economy.
One of the authors has, for many years, served as a member first, of the

Technical Advisory Board to the United States Employment Service, and

since 1948 for 10 years as Chairman and since then as a member of the

Federal Advisory Council on Employment Security. These associations

have made it possible for him to observe the developing problems affect-

ing the employment service operations in the United States.
The United States Employment Service is but the lengthened shadow

of many persons who have worked over the years in implementing the
intent of the Wagner-Peyser Act and subsequent pertinent legislation. We
have known many of these public servants in the national office in Wash-
ington, in state administrative offices, and in many local offices across the

country. In our discussions with them, we have learned much about the

problems of operating a public employment service. To all of them, we

owe our indebtedness.
We express our sincere appreciation to Mr. Louis Levine, Director,

United States Employment Service, and his staff members who read the
manuscript. Their comments and suggestions were most helpful.

Special thanks go to to Dr. Harold Taylor, Director, the W. E. Upjohn

Institute for Employment Research, for making this study possible. Two

of the Institute staff members were of special assistance: Mr. Samuel Ben-

nett helped us get the manuscript into its final draft; and Mrs. Jared H.

Ford edited and prepared it for publication.
We also want to thank Mrs. Gretchen Foster, who provided helpful

editorial assistance, and Mrs. Edward Foster of the Michigan State Uni-
versity School of Labor and Industrial Relations, who cheerfully typed

and retyped the several drafts of the manuscript.

December 1963
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I. Introduction

The nation is becoming increasingly concerned over the utilization of its
human resources. In recent years public discussion has centered on levels
ot employment; rates of unemployment; labor market problems of young
workers and school dropouts; and retraining problems of older workers,
minority groups, and the female labor force. The changing composition of
the work force, especially since the end of World War II, has accentuated
the public's interest in training scientific and technical personnel, doctors,
nurses, and teachers. Public concern in manpower development and utili-
zation is to be expected. No modern government can ignore its manpower
resources. The quality and quantity of the nation's manpower resources
and the availability of jobs are both critical factors in its economic devel-
opment. This is especially significant in a job economy.

The job economy is more than a descriptive phrase. It suggests that the
overwhelming majority, about 90 percent, of the American people make
their living through having a job. This has not always been the way people
in the United States have earned their livelihood. In earlier periods in the
nation's history, a substantial proportion of the people worked on the
land. At a later time, millions of Americans "worked for themselves" in
offices or stores or in service activities. As our society evolved into a highly
urbanized and exceedingly industrialized economy, self-employment de-
clined; and working as an employee in private business and industrial firms
and in government significantly increased. The job became the most im-
portant economic activity in the lives of most of the American people be-
cause it provided the central means for earning income.

The centrality of the job is the distinguishing characteristic of the job
economy. Consequently, preparing for a job, getting a job, holding a job,
separating from a job, and finding another job to replace it are crucial mat-
ters for large numbers of persons. Any institution which assists the indi-
vidual in this process is, therefore, vital to the welfare of the nation, the
efficiency of the economic system, and the maximum utilization of human
resources.

Public responsibility in assisting in this process has a long history. The
nation's educational system is related to it. Apprenticeship programs, vo-
cational education, and public training programs were directed to facilitate
job preparation. A few municipalities established public labor exchanges
where workers and employers could meet. Later state governments and
the national government became aware of the need f'ar job-finding services
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for workers. These services, in time, expanded to include counseling, guid-

ance, testing, job referral, job placement, and labor market and job infor-

mation. Public involvement in providing these employment services grew

out of a realization on the part of government that these were necessary

to the efficient functioning of the job economy.
This monograph deals with the public institution supplying these em-

ployment services, the United States Employment Service ( USES) The

USES is a federal-state system of public employment offices. In partner-

ship with the states, it operates a nationwide system composed of over

1,900 local offices. Both the federal and state partners have responsibilities

for the operation of the system. The federal partner administers, inte-

grates, and "operates" the system. It provides general policies, direction,

technical assistance, and funds to the states. It develops tools, techniques,

methods, and operating procedures. Through the Employment Service

Manual and program letters, it prescribes the framework for the operation

of the federal-state system. In terms of administration and organization,

the USES is now headed by a director who reports to the administrator of

the Bureau of Employment Security, United States Department of Labor.

Thus, the Secretary of Labor has ultimate responsibility for the federal-

state system of public employment offices.

The states have the responsibility for operating their state and local of-

fices. Each state has a state employment service which is affiliated with the

USES. Personnel in the state central offices and in the local offices are state

employees who are paid with federal funds according to each state's salary

schedule. To qualify for federal funds, each state ha I # Istablish person-

nel standards and an acceptable merit, i.e., civil servic.. ystem. Each state

employment sezvice is headed by a director who reports, depending on the

state's organization, to the director of the employment security commis-

sion, to the state department of labor, or to the state industrial commission.

Again depending on organization, the heads of these overall agencies, of

which the state employment service is a part, report directly to the gover-

nor or through a commission to the governor.
With this very brief description of the USES, we shall examine its role

in a changing job economy. In analyzing this role we sought answei to

the following questions: (1) What is the current status of the job economy

in terms of the composition of the labor supply, and what impact does this

have on the operations of the USES? Chapter II deals with these questions.

(2) How did the USES evolve and what effect does its historical develop-

ment have on its operations today? Chapter III presents a brief history of

the USES and the important problems arising out of its development,

2



such as its images and the natdre of its federal-state relations. (3) What

kinds of employment services does the USES provide? In chapter IV we

briefly describe the expanding activities of the USES to meet the ever-

changing problems in the labor market. (4) What are the important prob-

lems confronting the USES which affect its operation? In chapter V we

discuss for whom the Employment Service is intended; its relationships

with colleges and universities and the private fee-charging employment

agencies; organizational structure; the placement record that has been

sharply criticized in recent years; budget and staff; and lack of understand-

ing of the USES and its role in facilitating the employment process. In view

of the criticisms being directed at the Employment Service, we wanted to

know: (5 ) What steps have been taken to improve the USES operations?

and (6) What other steps can be taken to improve its effectiveness? In

chapter VI we review the 1962 reorganization of the USES and its signifi-

cance in improving it, the organization of the larger metropolitan areas,

and the use of electronic data processing equipment in the placement serv-

ice. To point out what can be done to increase the effectiveness of local of-

fice operations, we call attention to the Muncie, Indiana, demonstration

project as a useful guide. We also cite the cooperative placement program

of the New Jersey Manufacturers Association and the New Jersey Employ-

ment Service, which likewise can be an example for other states. Then we

present our own suggestions for strengthening and improving the USES.

Before we begin to answer the questions which we have posed, we want

first to review the rationale for a national system of public employment

offices. Second, we want to call attention to the milieu in which the USES

operates. Both are essential in analyzing and understanding the role of the

USES.
The USES exists to serve the national interest in the problems arising

out of the development and utilization of human resources. By national

interest, we mean any condition which is of sufficient concern to the nation

as a whole to warrant some kind of public action. The rationale for a na-

tional employment service was, and is, that it could facilitate the employ-

ment process for all workers and employers who seek assistance and

thereby contribute to increasing the national product and the standard of

living. This is the economic rationale.
There is also the welfare rationale. The preamble of the nation's Con-

stitution sets forth a philosophical basis for the USES. One of the purposes

for establishing the federal government was to promote the general wel-

fare. The existence of unemploymentthe failure to utilize properly hu-

man resourceshas indeed a corroding influence on the general welfare.
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Furthermore, the individual human welfare of the job seeker is affected.
Manpower problems have nationally significant economic, social, and
political consequences which are highly interrelated. The federal govern-
ment must, therefore, initiate and give directions for their resolution. As
a federal agency, the USES serves the national interest through participa-
tion in these efforts.

The problems of employment and unemployment do not respect state
boundaries. They are the results of population growth, urbanization,
changes in national consumption patterns, widespread and accelerated
technological changes, shifts in the geographical location of industry, for-
eign competition, and changes in defense requirements. To promote useful
work opportunities for those able and willing to work, Congress passed
the Employment Act of 1946. This act, among other objectives, commits
the national government to a policy of seeking high levels of production
and employment within the existing economic system. The USES contrib-
utes toward the national objective through a system of local offices which
are equipped to provide placement services to both job seekers and em-
ployers. Furthermore, through its inter-area recruitment, more thqn 1,900
local offices are welded together into a national system, thus creating a
national, albeit imperfect, labor market.

In the labor market there are special groups of workers sucb as vet-
erans, the physically handicapped, and young workers, in which the na-
tional government has expressed an interest through legislation. Congress
assigned specific responsibilities to the USES to provide job assistance
for these groups. The Servicemen's Readjustment Act of 1944 and the
Veterans' Readjustment Act of 1952 provide for effective counseling and
placement services for veterans. Under Public Law 565 (approved August
3, 1954), the Employment Service, through cooperative agreements with
state rehabilitation services, provides placement services for the physically
handicapped. The Wagner-Peyser Act of 1933, establishing the USES,
calls for placement services for youth. Thus the USES has a legislative
mandate to provide placement services for these special applicant groups.
In so doing, it serves the national interest.

There are other ways in which the USES contributes to the national in-
terest. It secures and analyzes current information on employment condi-
tions in all the nation's important iabor market areas. Such information is
needed for the formulation of national policies; moreover, many federal
agencies use it in the development and execution of their programs. Na-
tional labor market information is essential for the effective operation of
the job economy.

4
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The proper development and utilization of human resources in the job

economy also require occupational information. The USES has developed

a comprehensive occupational research program to aid the local offices in

their counseling, testing, and placement services. Its Dictionary of Occu-

pational Titles is a basic tool in vocational guidance.

Finally, the USES serves the national interest in times of national emer-

gencies when both human resources and materials must be mobilized

quickly and effectively. A responsive nationwide system of public employ-

ment offices is indispensable to mobilization of the nation's manpower in

time of war. The USES ably demonstrated its capacity to mobilize man-

power to meet the demands of World War II. It was the operating arm of

the federal government for carrying out manpower policies and programs.

The national interest is served-today by having an efficient nationwide em-

ployment service in readiness in the event another defense emergency de-

velops.
From the foregoing it is evident that the nation needs a strong national

employment service. The task ahead, as we see it, is to make it more effec-

tive in serving the national interest. As we shall point out, efforts are being

made to improve the USES. ()fliers are needed. We recognize, however,

that the USES cannot be expected to resolve all the manpower problems in

the labor market. There are socioeconomic and political factors which af-

fect its operation, and these must be taken into account in evaluating the

erzctiveness of the USES.
First, the nature of the value system of the nation is most important.

Individual choice is central in this system. The individual, within limits,

has a choice as to the means he uses to find a job, and the employer like-

wise has a choice to use the channel of hiring that he desires. Thert - no

compulsion, nor should there be, for them to use the public employi

office. If private channels do not produce results, there must be available

to both worker and employer some socially desirable means to carry out a

labor market transaction. Thus there is a common need for employment

services supported by public funds.
Second, a public employment service seeks to serve all workers and em-

ployers needing placement assistance. It cannot be selective in choosing

its clientele as can the private fee-charging agency. There are those work-

ers seeking placement assistance who are well qualified, and there are those

who lack the skills currently in demand. Similarly, there are employer job

orders which can easily be filled, and there are those which are most diffi-

cult to fill. The employment service, for the most part, must work with its

applicants and its job orders, and both affect the placement performance.
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Third, the nature of the governmental system is a factor affecting the
employment service. In a political democracy, legislators react to public
pressures. Pressure groups, for example, veterans' organizations, seek leg-
islative support for programs affecting special groups of workers. Govern-
ment institutions respond to pressures from the community. The employ-
ment service is no exception.

We are now ready to begin our examination of the role of the USES in
a changing economy. Wtt turn first to the composition of the labor force,
trends in occupations, and special employment problems in the job econ-
omy.
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II. The Job Economy

The public employment service operates within the job economy and is
greatly influenced by its internal dynamics. Its role must be appraised
against the backdrop of the operation of the American job economy. The
factors affecting the supply of labor and the characteristics of the avail-
able workers are important considerations in assessing the roie of the pub-
lic employment service. In this chapter we shall discuss labor force growth
and its composition. The number and types of available jobs also are im-
portant factors in evaluating the effectiveness of the employment service,
but a detailed analysis of these factors is beyond the scope of this study.

Labor Force and Job Supply

Before examining the composition of the available supply of labor, let us

look at how the job economy operates (chart 1). The supply of labor is
obtained from the noninstitutional population, i.e , those people 14 years
of age and over, excluding inma.es of penal and mental institutions and

homes for the aged, needy, and delinquent. In 1961 the total labor force
of the country, including the armed forces, was about 58 percent of the
noninstitutional population. The proportion was 5o percent in 1940. The
ratio of the total labor force to the total noninstitutional population is the
labor force participation rate. The rate for male participation, as would be
expccted, is much higher than that for females. Since 1940 the male par-
ticipation rate has been declining: from 84 percent in 1940 to about 79
percent in 1962. The female participation rate has risen from 28 percent
in 1940 to 37 percent in 1962. The reasons for this change in the compo-
sition of the labor force will be discussed below.

The labor force is composed of those persons 14 years of age and over
who are willing to work, able to work, and actively seeking work or who

are already employed. Between 1940 and 1960, the total labor force rose
from 56.2 million to 73.1 million, a gain of 30 percent. The total nonin-
stitutional population also increased 30 percent. The concept of the labor

force does not accurately show the potential supply of workers available
for work. There are unemployed workers who have temporarily dropped

out of the labor force; there are workers in training status and workers
who have what might be called a loose attachment to the labor force. Tak-

en together, they cOnstitute the labor force reserve. Depending on the time

of year (i.e., the seasonality of certain types of employment), the level of
economic activity, and the easy availability of certain types of employ-
ment, the members of the labor force reserve enter the job market. Thus,

7
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I

the total available supply of workers includes both the labor force and the

labor force reserve.
The supply of labor creates goods and services only if employed. In a

job economy, the worker needs a job te provide the necessary means to

support himself and his family. There are varieties of jobs required to man

a complex industrial urban society. The jobs are classified by occupations

or groups of occupations. For each job there are certain requirements,

either written or in the mind of the employer, precise or vaguely drawn.

The available jobs include those filled and those unfilled for which the em-

ployers are actively seeking persons, or which they would fill if persons

turn up.

How Worker and Employer Find Each Other

As we have been discussing them, the supply of labor and the supply of

jobs are abstractions. They take on meaning in a particular labor market

transaction when a worker starts looking for a job and an employer starts

looking for a worker. Possessing certain characteristics, abilities, educa-

tion and skills, and a more or less definite idea of the job he wants, the

worker seeks to sell his labor services to an employer. The employer who

is looking for a particular type of labor service has a job description calling

for certain qualifications. Both worktx and employer have to adapt them-

selves to labor market conditicas. If a worker possesses skills not in de-

mand, he may have to lower his vocational sights; and if an employer

cannot find a worker to meet his qualifications, he may have to alter his

qualifications.
In culminating a labor market transaction, both the worker and the em-

ployer use a variety of diannels of hiring. The employer, if operating un-

der a labor agreement, may have to recall one of his laid-off employees.

He may place a job order with the local office of the state employment

service; he may hire someone off the street; he may ask his current work-

ers to help him find someone. He may turn to a private fee-charging em-

ployment agency, or he may recruit at high schools and universities. He

may pirate a worker away from another firm. A public employer would

use the civil service system if he operated under this system.

The worker, in his job search, may use the local office of the state

employment service. He.may answer an ad in a newspaper or place one in

the hope that an employer will read it. He may apply at the employer's

employment office or seek a job through the hiring hall. He may seek job

placement assistance from a private fee-charging agency or call on his rel-

atives and friends for job information. If a student, he may well use the

9



placement services of his school or college. If interested in public employ-
ment, he would probably take a civil service examination.

Both worker and employer use first those channels which they know
best. If the worker and the employer are not brought together through one
channel, they use others. Several channels may be used simultaneously.
It must be stressed that the worker and the employer may choose how they
will go about finding each other. Any evaluation of the placement activ-
ities of the public employment service must take this into account. Later
we shall discuss the channels of hiring in more detail.

Once the worker and the employer are brought together, a labor market
transaction is not necessarily completed. When they meet, job selection
criteria come into play. The employer has a set of hiring practices. This
may include a physical examination, testing, and checking of references.
This may also include unwritten discriminatory practices involving race,
color, or creed. While the employeT is applying his job selection criteria,
so is the workerhe may not like the conditions of employment; he may
feel that the pay is too low; he may view the job as being different from its
original description. The job selection criteria are affected not only by cur-
rent labor market conditions, but also by the parties' willingness to accept
each other, based on personal preferences. If all these conditions are met,
a placement results.

Changes in the Manpower Supply

As was noted, the potential supply of workers and the labor market trans-
actions are affected by labor market conditions. In addition, the operation
of the job economy underscores the complexity of utilizing human re-
sources in our industrial society. Workers are not homogeneous; they are
no longer just "bands" to hire and put to work.They are a resource; they
can feel, think, and act upon their volition. They can be active in that they
adjust, or try to adjust, to the demands of the job economy; they can be
passive in that they attempt no adjustments on their own.

In the postwar period, perhaps more than in other perinds in our eco-
nomic history, we are recognizing the complexities involved in the full
utilization of our manpower resources. Inappropriate education, unsuit-
able skills, age, and poor health may restrict the worker's bid for employ-
ment. A worker may be unable or unwilling to move where there are jobs
for which he is qualified. A worker's expectation of getting another job
is a further complicating factor. An unemployed auto worker, for exam-
ple, who has been earning $2.75 an hour may be reluctant to accept a job
at $1.50 an hour.
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Quantitative Changes

The rapid introduction of technological improvements, coupled with ur-

banization and increasing national wealth, has altered the occupational
distribution of the work force (table 1). These changes emphasize the in-

creasing heterogeneity of manpower services. In the last 60 years, dra-
matic shifts have occurred; these have become more pronouncd and ac-
celerated in the last 2 decades, 1940-60. The proportion of white-collar

Table 1

Distribution of Major Occupation Groups, by Percentages
1900-1960

Major Occupaiion Group 1900 1910 1920 1930 1940 1950 1960

White-collar workers
Professional, technical,

17.6 21.3 24.9 29.4 31.1 36.6 42.0

and kindred workers 4.3 4.7 5.4 6.8 7.5 8.6 10.8

Managers, officials,
and proprietors,
excluding farm
owners 5.8 6.6 6.6 7.4 7.3 8.7 10.2

Clerical and kindred
workers 3.0 5.3 8.0 8.9 9.6 12.3 14.5

Sales workers 4.5 4.7 4.9 6.3 6.7 7.0 6.5

Manual workers 35.8 38.2 40.2 39.6 39.8 41.1 37.5

Craftsmen, foremen,
and kindred workers_ 10.5 11.6 13.0 12.8 12.0 14.1 12.9

Operatives and
kindred workers 12.8 14.6 15.6 15.8 18.4 20.4 18.6

Laborers, excluding
farm and mine
workers 12.5 12.0 11.6 11.0 9.4 6.6 6.0

Service workers 9.0 9,6 7.8 9.8 11.7 10.5 12.6

Private household
workers 5.4 5.0 3.3 4.1 4.7 2.6 3.3

Other 3.6 4.6 4.5 5.7 7.1 7.9 9.3

Farm workers 37.6 30.9 27.0 21.2 17.4 11.8 7.9

Farmers and farm
managers 19.9 16.5 15.3 12.4 10.4 7.4 4.0

Farm laborers and
foremen 17.7 14.4 11.7 8.8 7.0 4.4 3.9-

Note: Groups do not always add to 100 percent because of rounding.

Source: U. S. Department of Commerce, 1900-1950; U. S. Department of Labor, 1960.
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workers in the labor force rose from 31.1 percent in 1940 to 42 percent

in 1960, more than a one-third increase. During the same period, the pro-

portion of professional and technical workers increased 44 percent, and
managers and officials gained 40 percent. Clerical workers increased over
50 percent, while sales workers declined slightly.

Manual workers have been declining in relative importance, from 39.8

percent in 1940 to 37.5 percent in 1960. The largest decline occurred in
the unskilled laborers with a drop of over 36 percent.

Service workers, as a whole, increased during this period from 11.7 per-

cent to 12.6 percent. Within this group, however, domestic workers have
been declining, which leaves the other service workers with a gain of 30

percent.
The most dramatic decline has occurred in farm workers. This has been

going on since the turn of the century. Between 1940 and 1960, the pro-
portion of fann workers decreased 55 percent.

Rapidly increasing technological improvements affect the operation of
the labor market. The mechanism on which we rely for allocation of the
labor force is not working perfectly or self-adjusting. It does not ensure

that the displaced or unemployed worker will automatically find employ-

ment without delay or hardship. The labor market tends to operate more
effectively when technological change comes slowly or gradually. This is

not the situation today. As David Sarnoff, Chairman of the Board ofRCA,

has pointed out, "The very fact that electronics and atomics are unfolding
simultaneously is a portent of amazing changes ahead. Never before have

two such mighty forces been unleashed at the same time."
The pace of technological change has been accelerated through the im-

pressive increase in expenditures for research and development by the
federal government, private industry, and others. In the period 1950-61,
these expenditures increased from $2.9 billion to $14 billion, 380 percent.

In addition to adjusting to these technological innovations, the labor
market is feeling the impact of large numbers of workers in search of em-

ployment. The supply of workers willing, able, and actively seeking to
work is being affected by three major forces.

First, there are those workers whose jobs have been and are being af-

fected by economic and technological change. Of particular importance

was the movement of nearly two Million workers out of agricultural and

rural areas which took place in the decade 1950-60. Agricultural employ-

1U.S. Congress, Joint Committee on the Economic Report, Subcommittee on Economic Stabil-

ization, Automation ond Technological Change, 84th Cong., 1st sess. (Washington:, Government

Printing Office, 1955), p. 4.

12

1

1



ment dropped 24 percent, from 7.5 million to 5.7 million, yet total output
increased substantially. Another dramatic example of workers affected by
technology occurred in bituminous coal mining. Here production workers
declined from 351,000 in 1950 to 149,000 in 1960, a decrease of about
60 percent, while productivity, defined as average tons per man, more
than doubled. In manufacturing, the number of production workers in
1960 was about the same as in 1950, approximately 12.5 million. During
this same period the Federal Reserve manufacturing index, adjusted for
seasonal variation, rose from 75.8 to 109.7 percent.

Technology, as reflected in increases in productivity, that is, output per
man-hour, affects many workers each year. The Bureau of Labor Sta-
tistics has estimated that if annual productivity increases 1.5 percent, the
labor displacement will be 1.5 million workers. If there is a three percent
increase, the displacement will be nearly two million.2 It must be noted,
however, that displacement is not the equivalent of unemployment, nor
can productivity rates be translated directly into unemployment figures.
If the real product of the economy increases as much as productivity, the
displaced workers (or an equivalent number of others) will be reabsorbed.

A displaced worker may not neccssarily be involved in a labor market
transaction; he may be transferred to another job with the same employer
and may never experience any unemployment at all. Others may experi-

ence varying periods of unemploymentbefore finding other jobs; still others
may have become occupationally obsolete and experience extreme diffi-
culties in finding suitable jobs. Here, we are concerned with those workers
who are not absorbed by their employers and who are in search of a job.
Their exact number is not known, but the high rates of unemployment in
the last five years suggest that there are many such workers.

Secon,..:, a major force affecting the supply of labor is the proportion of
women working. Between 1950 and 1960, the number of women in the
labor force increased from 18.7 million to 23.6 million, a ga:.1 of over 25
percent. Currently, about one-third of the labor force are women. Al-
though we cannot go into the many factors responsible for this trend, it is
important to note Cleat women have developed a two-phase working cycle.

Once out of school, they seek jobs. After marriage, they tend to leave their
jobs to rear their children. Once the children no longer tie them to the
home, many reenter the labor market. Between 1950 and 1960, the num-
ber of women in the labor force, ages 14 to 44, increased only 12 percent,

2Ewan Clague, Social and Economic Aspects of Automation, report before the Joint Automatic
Control Conference (Boulder, Colorado: University of Colorado, June 28, 1961), mimeographed,

P. 7.
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while the number over 44 years of age increased 57 percent.
Third, the most impressive factor affecting the labor supply is the large

number of young people entering the labor force. The nation is beginning
to feel the effects of the high birth rate after World War II. In 1950 there
were 13.3 million workers 14-24 years of age in the labor market; in 1960
there were 13.9 million; and in 1961 there were 14.4 million. In one year
(1960-61), over 500,000 young workers entered the labor force.

The labor market requires time to adjust to the impact of technology
and the forces affecting labor supply. In the long run, it does adjust; but
the long run may take a lifetime. Workers must be concerned with the
short run as well as the long run. Usually, they need jobs immediately.

Qualitative Changes

Changing technology is having an effect on the kinds of workers em-
ployers are serking. United States Department of Labor data on the char-
acteristics of the unemployed suggest that employers are seeking workers
with higher levels of education, training, and skill. During 1962 about
two-fifths of the unemployed were in the semiskilled and unskilled oc-
cupational classifications. If those with no previous work experience were
included, they would account for about half of all the unemployed.

Table 2 shows how the less educated workers are feeling the impact of
employers' changing manpower requirements. The unemployment rates
for males 18 years old and over are presented for 1950 and 1959, byyears
of education completed. These 2 years were selected because the unem-
ployment rates for the group as a whole were identical, 6.3 percent. In
1950 the unemployment rate for those workers with 0 to 4 years of school-
ing was about 3.5 times that for those with 16 years or more. In 1959 the
rate for the former was seven times that of the latter. Viewed another way,
the unemployment rate for those with 0 to 4 years of schooling increased
16 percent between 1950 and 1959. The rate for those with 13-15 years
of education declined 23 percent; and for those with 16 years or more of
schooling, the rate declined 39 percent.

Those with less formal education are not able to compete realistically
for the available jobs. Among this group are nonwhites whose unemploy-
ment rate during the last five years has been more than double that for
whites.3 Although nonwhites compose less than 10 percent of the labor
force, they have accounted for about one-fifth of all unemployment in
each of the last five years.

iln the Monthly Report on the Labor Force, December /962, the unemployment rate for non-
whites was 11 percent compared to 4.6 percent for whites; in December 1961, the rate for non-
whites was 11.7 percent compared to 5.1 percent for whiles.

1
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Table 2

Unemployment Rates in 1950 and 1959 for Males 18 Years of Age
and Older, by Years of Education Completed

Years of Education
Percent of Civilian Labor Force Change as Percent of

1950 Rate1950* 1959

0-4 8.5 9.9 +16
5-7 8.3 9.7 +17
8 6.7 7.3 + 9
9-11 7.1 8.1 -1- 14

12 4.7 4.9 + 4
13-15 4.3 3.3 23
16 plus 2.3 1.4 39
Unemployed males 18 years

of age and older 6.3 6.3 0

*All unemployment rates in 1950 are adjusted upward for: (1) census undercount of labor
force and unemployment compared with the Current Population Survey; and (2) persons with
jobs but on temporary layoff or waiting to be called to new jobs, excluded from the unemploy-
ment classification in 1950 but included in 1959.

Source: U.S. Congress, Joint Economic Committee, Employment and Unemployment, Hearings,
87th Cong., 1st sess., Subcommittee on Economic Statistics, December 18, 19, 20, 1961 (Wash-
ington: Government Printing Office, 1962), table by Clarence Long, p. 378.

Also in the group whose educational preparation handicaps them in
meeting employers' current hiring requirements are the school dropouts.
It has been estimated that about one-third of the nation's young people
drop out of school before completing high school. In addition to iacking
adequate formal education, many belong to minority groups, which adds
another barrier to their obtaining jobs. Unprepared for the world of work,
the school dropouts experience difficulty in finding employment. In many
instances, they have had little help in vocational guidance. Too many of
them have no clear understanding of their abilities, talents, shortcomings,
or how to go about getting jobs. In addition, some have not developed
acceptable work habits.

According to United States Department of Labor data, 18 percent of
the 214,000 school dropouts in 1960 were unemployed in October 1960.4
In October 1959, about one out of every four of the school dropouts in

4Sophia Cooper, "Employment of June 1960 High School Graduates," Monthly Labor Review,
1.XXXIV, no. 5 (May 1961), p. 465.
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the labor force were unemployed.5 The plight of the jobless and placeless

school dropouts has been characterized by James Conant as "social dyna-

mite." Mary Kohler and Andre Fontaine, referring to the school dropout,

have dramatically described how the nation wastes a million kids a year.6

if the current dropout rate continues, 7.5 million of the estimated 26 mil-

lion youths entering the labor market during the 1960's will be school

dropouts. Of this number, 2.5 million will not have gone beyond elemen-

tary school.
The employment problems of school dropouts are interrelated with

those of young workers in general. The unemployment data reflect the

difficulties of the nation's youth in finding jobs. Table 3 shows the rate of

unemployment between 1957 and 1961 for the age group 14-19 years.

With the exception of 1958, this group of workers accounted for about

one-fifth of all unemployment in each of the years. In this five-year period,

the unemployment rate among young workers has been between two and

three times the rate for the nation as a whole.

Table 3

Number Unemployed in Seletted Age Groups as
Percent of All Unemployed, and All Unemployed as
Percent of Civilicn Labor Force in the United States

1957-1961

Age Group 1957 1958 1959 1960 1961

14-19 years of age (000) 574 757 727 792 921

Percent of all unemployed _ . . 19.6 16.2 19.1 20.1 19.2

45 years of age and over (000). 861 1,357 1,144 1,130 1,424

Percent of all unemployed 29.3 29.0 30.0 28.7 29.6

All ages (000) 2,936 4,681 3,813 3,931 4,806

Percent of civilian labor force 4.3 6.8 5.5 5.6 6.7

Source: Employment and Earnings, Annual Supplement, Vol. 8, no. 12 (June 1962).

Both inexperienced young workers and older workers (45 years old

and over) have difficulty in finding jobs because of their inability to meas-

ur up to employers' hiring requirements.

sSophia Cooper, "Employment of June 1959 High School Graduates, October 1959," Monthly

Labor Review, (XXXII!, no. 5 (May 1960), p. 504.

'Mary Conway Kohler and Andre Fontaine, "We Waste a Million Kids a Year," Saturday

Evening Post, CXXXV, nos. 10-12 (March 10, 17, and 24, 1962), pp. 15-24, 50-70, and 58-64,

respectively.
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As indicated in table 3, this older age group has accounted for about
three-tenths of all unemployed in each of the five years. While their age
may be a handicap in their bid for employment, they may also be lacking
in other qualifications, such as education. For example, in a 1961 study of
older unemployed workers in Lansing, Michigan, it was found that 46
percent had not finished elementary school and 22 percent had not fin-
ished high school. Thus, over two-thirds of the unemployed older work-
ers had less than a high school education. These were the dropouts of a
generation ago.

The Manpower Problem

In the job economy there are large numbers of workers whose prospects
for employment would not be significantly enhanced by a higher rate of
economic growth. These workers do not possess the necessary skills to
meet employer hiring requirements. On the other hand, there are large
numbers of job vacancies which could be filled if there were qualified work-
ers available. Many of the workers could compete more realistically for
some of the available jobs if they had the necessary training. Other job
vacancies involving professional and technical occupations are slow to
respond to placement efforts because of the fundamental educational and
preparatory requirements of the jobs. The nation cannot be insensitive
to those workers who want to work but who are experiencing difficulties
in their search for employment. Similarly, the nation cannot ignore the job
vacancies. The survival of the economic system depends on having an
adequate supply of workers able to meet the manpower requirements of
the nation.

There is a growing awarendss that society is becoming more manpower
conscious. The enactment of the Area Redevelopment Act, the Manpower
Development and Training Ac t, the Trade Expansion Act, the Public
Works Acceleration Act, and the National Defense Education Act, to
mention a few, are but tangible evidence of the public's decision to seek
out solutions for a better utilization of its human resources.

The projections for the job economy in the immediate years ahead fore-
cast further development of those trends which have been operative since
the end of World War II. The shift away from unskilled jobs to white-
collar employment, such as professional and technical, sales and clerical,
and service jobs, will continue and may even accelerate. For young work-
ers this emphasizes the vital importance of education and preparation for
a career. The problem is quite different for established and experienc0
workers of all occupations. A male older worker is unlikely to return to
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school for several years to qualify for a profession, but he may be capable

of learning a new occupation or upgrading his skills if afforded that op-

portunity.
The size, shape, and composition of the labor force during the current

decade will present pertinent problems for maximum and effective man-

power utilization. It has been estimated that the labor force will increase

during the 1960's from 74 to 87 million, a gain of 18 percent. Within the

labor force, there will be significant changes occurring. There will be a

very large increase in the number of young workers under 25 years of age.

According to United States Department of Labor estimates, 26 million

younger workers will be entering the work force during the 1960's. This is

almost 50 percent more than the number who entered the labor force in

the 1950's.
At the other end of the age spectrum, there will be 33 million workers

45 and over in the labor force by 1970, a gain of 20 percent over the

1950's. The longer life span, the advances in medical services, and a bet-

ter standard of living help to explain the increase in the older worker

group.
The proportion of workers in the prime age worker group, 25-44 years

of age, will decline. During the 1960's, this group will account for about

40 percent of the labor force. Because of the comparatively low birth rate

during the 1930's, there will be actually fewer workers (about a quarter

of a million) in the 35-44 age bracket available in 1970 than there were

in 1960.
There will also be large numbers of women entering the labor force.

The estimates are that the proportion of women in the work force will in-

crease to 35 percent by 1970. Nearly one-half of all women 35-64 years

of age will be working or looking for a job.
These trends suggest that the short supply of job seekers in the inter-

mediate age group, 25-44, will create pressures on employer recruitment

in the immediate years ahead. To meet their manpower requirements,

employers may have to obtain workers from among the young inexperi-

enced workers, the older workers, and female workers.
As to the potential supply of jobs, the operation of a complex, modem

industrial society requires a wide range of diverse skills. Some industries

will grow faster than others. The United States Department of Labor has

estimated that compared with the 20 percent rise in total employment,

employment in construction and in finance, insurance, and real estate will

rise at a much faster rate; employment in trade, government services, and

all other services will rise at a faster rate; employment in manufacturing

Ano10711
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will be about the same, while that in transportation and public utilities will

grow at a much slower rate; there will be a further decline in agriculture?

There is substantial evidence that an imbalance in the American labor

force is developing as a result of the changes occurring in both the supply

and the demand for labor.

The public employment service is but one channel of hiring through

which workers and employers are brought together. The quantity and

quality of the available labor supply and employer manpower require-

ments are important factors affecting the operation of the public employ-

ment service.

;Manpower Challenge of the 1960s (Washington: U.S. Department of Labor. 1960).
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III. Historical Development From

a Labor Exchange to an
Employment Service

In analyzing the role of the employment service in a changing economy,

we need to examine its historical development. Since its inception, the

public employment service has evolved in response to the pressures of the

job economy.

European Origins of Employment Service Concepts

It is generally assumed that the need to establish public employment of-

fices did not arise until after the industrial revolution and as a direct con-

sequence of the numerous economic and social dislocations caused by that

tremendous upheaval. Authoritative reference works which deal with the

origin of employment services in the principal European countries, how-

ever, point out that during the Middle Ages the craft guilds performed es-

sential placement functions for their members. This was true, for instance,

in Germany and France.' Their placement work was not uniform in meth-

od, sometimes being carried on by journeymen, sometimes by the masters

of the craft. Workers in certain trades sought employment on their own ac-

count and in their wanderings consulted the lists of the local vacancies,

which, according to the custom in many trades, were posted in the jour-

neymen's inns.2 Substantially comparable situations prevailed in Sweden3

and in Switzerland.4
These first efforts to provide for a ..:entralized placement service were

followed, in most European countries, by the establishment of municipal

facilities in the mid-nineteenth century.5 In each of these countries, first

efforts to establish national coordination of these offices, or to establish a

strictly national system, came about toward the turn of the century.

IA. Gilbert, Administration of Public Employment Offices and Unemployment Insurance in

France (New York: Industrial Relations Counselors, Inc., 1936), p. 108.

sOscar Wiegert, Administration of Placement and Unemployment Insurance in Germany (New

York: Industrial Relations Counselors, Inc., 1934), p. 33.

K. Bergstrom and Asiociates, Administration of Public Employment Offices and Unemploy-

ment Insurance in Sweden (New York: Industrial Relations Counselors, Inc., 1935), p. 199.

4F. Mangold, Administration of Public Employment Offices and Unemployment Insurance in

Switzerland (New York: Industrial Relations Counselors, Inc., 1935), p. 279.

sSee chapters on the development of public employment offices in the 4 reference works cited

above.
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Early Steps in the Establishment of Public Employment Offices
in the United States, 1834-1907

In this country, as in Europe, the first publicly financed employment of-
fices were established by individuai municipalities: New York City in
1834; San Francisco in 1868; Los Angeles and Seattle in 1893; Superior,
Duluth, Sacramento, Butte, Tacoma, Great Falls (Montana), and Spo-
kane between 1899 and 1906; and Denver, Kansas City, St. Joseph (Mis-
souri), and Chicago between 1913 and 1915.

It was inevitable that the responsibility for directing these services
would gradually move to the state because:

. . . the municipal employment office with few exceptions has
made little contribution toward effective public employment of-
fice administration and, therefore, toward any permanent or
widespread organization of the labor market. Even those which
have been more permanent have remained very much as iso-
lated units. They have assumed no responsibility for developing
any systematic cooperation in respect to unfilled demands with
other municipal offices whether in the same or other States. An
institution so inherently local can hardly be expected to think.or
act in national terms; nor has it.6

Beginning in 1890 with the state of Ohio, a trend started toward the
establishment of state-directed systems. The Ohio law was followed by
one in Montana in 1895; New York, in 1896; Nebraska, in 1897; Illinois
and Missouri, in 1899; and Connecticut, Wisconsin, Kansas, and West
Virginia, in 1901. By 1923, public employment office laws had been en-
acted in 32 states, although purely municipal offices still continued in such
cities as Seattle, Sacramento, Louisville, Richmond, and Chicago.

In 1914 William M. Leiserson, one of this country's most ardent ad-
vocates and vigorous spokesmen for the establishment of public employ-
ment offices, concluded that the movement had gained momentum for
three principal reasons:

(1) the abuses of private employment agencies
(2) the lack of farm labor in agricultural States
(3) the presence of great numbers of unemployed wage-earn-

ers in the industrial centers?

'Shelby M. Harrison and Associates, Public Employment Offices, Their Purpose, Structure, and
Methods (New York: Russell Sage Foundation, 1924), P. 115.

7William M. Leiserson, "The Theory of Public Employment Offices and the Principles of Their
Practical Administration," Political Science Quarterly, Vol. XXIX, no. 1 (March 1914), P. 29.
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But, commenting on their accomplishments, he wrote :

The history of public employment offices in the United States il-
lustrates well how legislation may fail its purpose because little
attention is devoted to problems of administration. Laws are
passed after long campaigns of education to arouse the public to

a realization of their importance and to an understanding of
their theoretic principles. This done, those who have been most
active in studying the subject drop the matter and political
workers are appointed to administer the laws . . . At the present
writing more than 60 public employment offices are in existence

in 19 different States. Yet nothing like a body of scientific ad-
ministrative principles has been developed among them. There
is no uniformity in their methods, no cooperation between of-

fices, no definite policies of management.8

Leiserson also observed that whatever the reasons for establishment of

offices, the results, in most instances, had been the same:

In theory they were designed to furnish clearing houses for
labor, to bring work and the worker together with the least de-

lay, and to eliminate the private labor agent, whose activity as
middleman is so often accompanied by fraud, misrepresentation
and extortion. In practice far from supplanting private agen-
cies, the free offices have not even maintained an effective com-
petition against them. With few exceptions their operations
have been on a small scale, their method unbusiness-likc-,, and
their statistics valueless if not unreliable.'

Whereas the principal protagonists for public employment offices had

argued that such facilities were desperately needed by the wage earners of

the nation, Samuel Gompers, president of the American Federation of
Labor, in 1911 observed that existing agencies were P.zple for distrib-

uting the labor forces of the country.10 The Massachusetts Commission

to Investigate Employment Offices argued:

For well-known reasons we never think of establishing govern-
mental grocery stores and governmental dry pods shops in the
hope of having the community better served than by private

sibid., p. 28.
'Ibid., p. 29.
RoSomuel Gompers, "Schemes h.!, Distribute immigrants," Ambrican feArrationkl, Vol. XVIII,

no. 7 (July 1911), pp. 527-529.
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enterprise. The same reasons should clearly govern our attitude
toward employment offices, unless it is shown that the employ-
ment office business is different from other business.11

The Massachusetts Commission, while calling attention to the abuses
and inadequacies of private fee-charging employment offices, concluded
that the difficulties of establishing a system of free employment bureaus
under state or municipal authority were too great, and the demand not
sufficiently clear to warrant legislation which would make such organiza-
tion mandatory. Public employment offices, in the Commission's opinion,
should not be established to compete "with the private office in placing
regular domestic, mercantile, or other skilled labor."12

Leiserson countered that the Massachusetts Commission obviously did
not understand the nature of the employment business. The Commission's
comparison of employment offices with groceries and dry goods stores
proved that its three-month study of the subject was insufficient. Leiserson
deftly argued that "the comparison should be with the post office, the
school system, the distribution of weather and crop, reports .

These early offices were completely inadequate and did little to help
organize the labor market in their communities. Moreovf,T, an investiga-
tion by the United States Commission on Industrial Relations found that
the state and municipal employment offices frequently issued inaccurate
statistics.14 It found that they were guilty of slipshod record keeping, that
they catered to down-and-out casual workers, that they were housed in
poor and ill-ventilated quarters in the skid row areas, and that they failed
to attract public notice or public support or the confidence of better work-
ers and employers. This situation was charged to the lack of training of the
officers in charge, inadequate salaries, and the utilization of the system to
reward political favorites.

Gradually the state service became aware of the need for administrative,
program, and policy ties with the state administered offices in other states.
This called for a federal instrument capable of tying the state agencies to.-

11William M. Leiserson, "The Theory of Publk Employment' Offices and the Principles of Their
Practical Administration7 Political Science Quarterly, Vol. XXIX, no. 1 (Warch 1914), p. 30
[quoting Report of the Commission to Investigate Employment Offices (Boston: May 1911), p.
13].

12Lor. cit.

p. 31.

14U.S. Congress, Senate, Final Report and Testimony Submitted to Congress by the Commis.
siqn on Industrial Relations, 64th Cong., 1st sess., S. Doc. 415 (Washington: Government Print-
ing Office, 1916), p. 113.
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gether into an integrated system with comparable programs, policies,
standards, and operating practices in all states.15

Efforts Toward the Establishment of a Nationwide
Federal-State System, 1907-1932

The federal government's public employment work began in 1907 when
the Bureau of Immigration and Naturalization began to distribute im-
migrant labor among the states. In 1914 the Immigration Service sought
to develop a nationwide information system concerning employment op-
portunities. The country was divided into districts with an inspector in
charge of each. Employers seeking workers and workers seeking jobs filled
in application forms at the local post office. The completed forms were
mailed free of charge to any immigration stations

America's entrance into World War I intensified the need for an or-
ganized public employment service. At that time more than 50 branch em-
ployment offices were scattered throughout the country. These were not
regarded as adequate to meet war needs, so Congress, at President Wil-
son's request, appropriated $1,075,000 "to defray the expenses of allocat-
ing productive labor throughout the United States." Management of the
system was turned over to a newly created division in the federal Depart-
ment of Labor, the United States Employment Service. Under this pro-
gram the country was divided into 13 districts, and a system of state ad-
visory boards and community advisory boards was organized to advise on
the recruitment of labor. This expansion of the employment service, how-
ever, proved fo be only a temporary wartime measure; at the termination
of hostilities, the activities of the service were sharply curtailed. Reduc-
tions in appropriations impelled the United States Employment Service to
transfer its field offices to states and municipalities.

The state and municipal offices were thus again left with the job of or-
ganizing the labor market. In 1919 the Kenyon-Nolan Bill was introduced
in Congress, which bill would have provided that the federal govern-
ment establish an interstate clearance system to join the states together;
establish and maintain a certain minimum uniformity in policies and pro-
cedures; pay to the states, upon their compliance with certain agreed-upon
conditions, fixed sums of money; and establish a system of inspection of

1511 is interesting to note Mat the federal government, which had established a certain num-
ber of federally operated offices during World War I, kept many of them in operation right up
to the time of the Wagner-Peyser Act, which was passed in 1933, and charged them primgrily
'with operating a farm placement service and a veterans' placement service.
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state offices. The bill did not pass. The USES did continue to operate, but
it provided limited services. It supplied certain types of information on
employment conditions, gave only limited financial assistance to state of-
fices, and aided in farm placements.

The concept of a federal-state system of public employment offices did
not die. In 1931 Congress passed the Wagner bill which provided for the
development of a federal-state system of employment service partly sup-
ported by grants in aid, but it was vetoed by President Hoover because he
preferred the establishment of a national employment service directly ad-
ministered by the federal government. Congress, recognizing the urgency
of the unemployment problem, appropriated funds with which to set up
federal employment offices. About 100 of these offices were eventually
opened, with more than one-third being located in places where state
agencies already existed. In a few cities, demonstration public employ-
ment centers were established, which was one outstanding achievement.16
Later, investigation showed that the federal offices had been organized
with inadequate consideration of employment service needs and that the
personnel had been selected, for the most part, on a political basis. In
April 1933, the system was disbanded by the Secretary of Labor.

The Wagner-Peyser Act and Its Implementation, 1933-1937

The federal employment service, as we know it today, was finally estab-
lished by the passage of the Wagner-Peyser Act on June 6, 1933. This
act set up the United States Employment Service as a division of the De-
partment of Labor. A thorough reorganization of the USES was made. A
new and more competent administrative staff was appointed, and the na-
tional office was greatly strengthened. Charged with encouraging the es-
tablishment of state-administered employment offices throughout the na-
tion by federal grants-in-aid to the states on a matching basis, and provid-
ing for federal grants to help defray operating costs, the new United States
Employment Service had duties to:

. . . promote and develop a national system of employment of-
fices for men, women, and juniors who are legally qualified to
engage in gainful occupations, including employment counsel-
ing and placement services for handicapped persons, to main-
tain a veterans' service to be devoted to securing employment
for veterans, to maintain a farm placement service, to maintain

uRaymond C. Atkinson, 1.euise C. Odencrantz, and Ben Deming, Public Employment Service
in the United States (Chico5os Public Administration Service, 1938), p. 21.
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a public employment service for the District of Columbia, and,
in the manner hereinafter provided, to assist in establishing and
maintaining systems of public employment offices in the several

states and the political subdivisions thereof in which there shall
be located a veterans' employment service. The bureau shall
also assist in coordinating the public employment offices
throughout the country and in increasing their usefulness by
developing and prescribing minimum standards of efficiency,

assisting them in meeting problems peculiar to their localities,
promoting uniformity in their administrative and statistical
procedure, furnishing and publishing information as to oppor-
tunities for employment and other information of value in the
operation of the system, and maintaining a system for clearing
labor between the several States.17

From the beginning, the new United States Employment Service de-
veloped very rapidly. At the time of its creation there were 23 state em-
ployment services, 18 of which affiliated with the new employment serv-

ice within one year, thus becoming eligible for federal grants. By the close

of the second year, the affiliated services numbered 24, and by June 30,
1936, there were 34 state services functioning under the act.18

The establishment of a federal-state employment service in the midst of

a serious economic depression inevitably involved the new agency in de-

veloping programs for public works and work relief projects. Since the
states, in 1933, did not have a sufficient number of employment offices to

supply the labor for the federal government's emergency work program,
the National Reemployment Service was set up under the direction of the
United States Employment Service for the purpose of referring workers

to relief projects. The. new organization met an immediate need, and the
United States Employment Service soon became the placement agency to

fill the growing employment rolls of FERA, PWA, CWA, WPA, CCC,
and NYA. One of the major accomplishments of the National Reemploy-

ment Service was the development of a nationwide system of public em-
ployment exchanges to serve employers and workers until the states pro-
vided efficient public offices that could participate in a federal-state co-
operative system. In so doing, it strengthened the foundation for the sys-
tem which was created by the Wagner-Peyser Act.

As states appropriated the necessary funds and made suitable provi-

1148 Stat. 1.. 113, June 6, 1933.

urAtkinson, et al., op. cit., pp. 22-23.
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sion for the administration of their own services, the National Reemploy-
ment Service turned offices over to them. The process of transfer was
greatly accelerated in 1937 when social security grants were given to state
employment services preparatory to the payment of unemployment bene-
fits. With the introduction of unemployment compensation programs, the
system of state employment services was completed and the National Re-
employment Service was liquidated. By 1939 the National Reemployment
Service was discontinued.

All of these earlier public services were created in spite of the existence
of numerous private employment offices, including many fee-charging
services. For the most part, these private agencies offered their assistance
to the same employers and workers as the public offices. Frequent con-
cern, however, was expressed about the fee charged by private agencies
for their services and about several related practices.19 Public opinion gen-
erally held that neither employers nor workers should have to pay for as-
sistance in the employment process that was so vital to the economic
welfare of all citizens.

Following the enactment of the Social Security Act in 1935, the func-
tions of the employment service were enlarged, because all states which
sought to participate in the federal-state unemployment insuranceprogram
were required to provide that such insurance benefits would be paid only
to registered claimants through a state public employment office. As a
result, within a few years after the enactment of the enabling legislation in
1936, a state employment service operating in collaboration with the
United States Employment Service had been established in all states.

During the first 4 years of operation under the new act, the public em-
ployment offices made more than 20 million placements, 72 percent of
which were on public works or work relief projects. The vast job of regis-
tering the unemployed, relating their skills to the occupational patterns of
the public works program, and referring qualified workers to the hiring
officials as individual projects came into operation consumed a very great
proportion of available staff time. In 1935 there were 13.2 million people
registered for work in the local employment offices, and placement oppor-
tunities in private industry were largely confined to replacements for indi-
viduals leaving the labor market. When the peak of project-placement
activity was passed, increasing attention was given to "job promotion"
activities with private employers, but many of the openings were for

M.S. Congress, Senate, Final Report and Testimony Submitted fo Congress by the Commis-
sion on Industrial Relations, 64th Cong., 1st sess., S. Doc. 415 (Washington: Government Print-
ing Office, 1916), pp. 108-112.

28



,
i

1

short-time or fill-in jobs, frequently casual in nature. Transactions of this
kind gave little opportunity for the offices to provide valuable personnel
assistance to workers and employers.

Continuing Expansion of Responsibilities and the
Advent of Unemployment Insurance, 197,7-1939

The public employment offices became the agency for administering the
"work test" for unemployment benefit claimants. This new assignment
forced a major expansion in both federal and state employment services.
Funds became available for personnel to process claims and make re-
ferrals.

During the first six months of 1938, when almost half of the state un-
employment compensation systems started paying benefits, the country
experienced a sharp recession. Layoffs in industry created many more
claimants than had been anticipated; the public employment offices in
most areas were completely overwhelmed with just registering these claim-
ants. Consequently, their main employment service functions were grossly
neglected, while staff members worked on benefit claims.

The extent to which the employment service operations were submerged
by unemployment compensation loads may be judged from reports of
local office activities.20 For the years 1938, 1939 and 1940, nonagricul-
tural placements totaled 2.7, 4.2, and 3.7 million, respectively. The initial
benefit claims taken in local offices during this period were 9.6, 9.8, and
11.1 million, respectively. The continued claims, however, for the second
half of 1938 and the full years 1939 and 1940 totaled 22.7, 56.5, and
66.8 million, respectively.

These developments tended to change the employment service and
modify its public image. The employment service activities were viewed,
in some quarters, as being ancillary functions of the unemployment insur-
ance administrative service or an "unemployment service." Taking claims
and paying benefits tended to overshadow and obscure basic worker-find-
ing and job-finding activities. This was particularly true in periods of busi-
ness recession, when the public employment office became the place (1)
to file claims for unemployment insurance and get benefit checks; (2 ) to
get disqualified from receiving unemployment insurance benefits under
certain conditions; (3) to find a job if unemplayed.21

30"The Public Employment Servke System, 1933-1953;" Employment Security Review, XX, no.
6 (June 1953), p. 21.

211.eonard P. Adams, et al., Report of Consultants on Future Policy and Program of Me Fed-
ral-State Employment Service (Washington: U.S. Department of Labor, Bureau of Employment
Security, December 14, 1959).
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This was a highly significant change, although it was unplanned and un-
intentional. No statement of public policy was proposed to make the public
employment service a subsidiary of unemployment insurance or to limit
its service to finding jobs for the unemployed who sought unemployment
benefits. Insofar as public policy was concerned, the United States Em-
ployment Servic.e was still charged with its original responsibilities.

Despite these conditions, steps were taken to develop the kinds of tech-
nical tools needed by the public employment service to carry out the
responsibilities of the Wagner-Peyser Act. The occupational research pro-
gram, established in 1934, undertook the job of analyzing and classifying
the vast body of information about industries, occupations, and workers
which would be needed to establish an efficient placement service for pri-
vate industry. This information was incorporated into the Dictionary of
Occupational Titles (DOT) of the United States Employment Service and
was introduced into the states in 1939. For the first time, the local offices
had a uniform basis for classifying work applications and job offers. This
became an indispensable tool for selecting workers in accordance with em-
ployers' specifications. Late in 1937 the research program was broadened
to include the analysis of organization and operating methods used in local
employment offices.

By presidential order in 1939, the United States Employment Service
was merged with the Bureau of Unemployment Compensation in the So-
cial Security Board to form the Bureau of Employment Security. The Em-
ployment Service became a division of the new bumau. Technical units of
the national office, working through the state services, continued to de-
velop and test improved employment scrvice tools and techniques. By and
large, job openings in the local offices were secured by telephone calls
from employers or by sporadic visits to industrial establishments. The
bulk of placement activity was for unskilled, casual, and domestic and
service workers. Neither the Employment Service nor private industry had
come to realize the value of labor market information. Tr.ining programs,
including apprenticeships, had shrunk to insignificant proportions. The
focus of attention, to a very large degree, was centered on the relief of un-
employment rather than on finding suitable employment.

A few states, however, had made remarkable progress in gaining em-
ployer acceptance of their placement services. The offices had learned to
handle the increased responsibilities which came with the unemployment
insurance programs and mere proceeding to incorporate more effective
methods into their regular operations. The national office was also begin-
ning to explore the need for expansion of the labor market information
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program and interstate clearance system. Before these plans could be lin-
plemented, the Employment Service had to face a new and greater emer-
gency.

The Role of the Employment Service
Thirhig World War II, 1940-1945

The German attack on Great Britain in September 1939 opened the 04-
tion's eyes to the inevitability of our becoming involved, directly or indi-
rectly, in war. As industrial plants and government facilities undertook the
vast job of producing military hardware and other essent0 iteMs1 it soon
became clear that extreme manpower shortages, particularly in the itiOre
skilled occupations, Were imminent. The federal Overnment provided the
initial impetus for a wide variety of trOning prograins designed to meet
the anticipated skill deficits. National defense training funds heeame avail-
able for identifying current and expected labor shortage areas and for
working closely with training agencies at all levels of government, par-
ticularly in selecting trainees.

The Employment Service greatly expanded its program of labor market
information, consulting at frequent intervals with industrial managers on
the effects which contracts being let would have upon their future work
forces. In this fashion the Employment Service became a major source of
information on future skill needs and the agent for referring qualified
trainees to training establishments, both private and governmental.

The federal-state employment services were assigned the basic respon-
sibility for mobilizing civilian manpower, finding competent workers for
essential activities, and facilitating transfers and placements throughout
the nation.

This period, in the words of an International Labor Organization re-
port, "represents the coming of age of the public employment services in
the United States."22 In contrast to previous periods of large labor sur-
pluses, the wartime labor market faced varied conditions. The extremely
rapid and sometimes abnormal changes in national and local labor market
conditions and the need for regulatory wartime programs presented a ma-
jor challenge to the capacity and adaptability of the nation's public em-
ployment system. The ILO concluded that "it came through this period
battle tested and confident in the knowledge of its underlying strength."23

On December 19, 1941, after the attack on Pearl Harbor, the state em-

22141ational Employment ServiceUnited States (Geneva, Switzerland: International Labor
Office, 1955), P- 5-

nLoc. cit.
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ployment services were temporarily transferred to the federal govern-
ment by presidential order and were placed under the direction of the
Social Security Board. Federalization was deemed essential if the near-
ly 2,000 local offices throughout the country were to act immediately and
concertedly in support of new manpower programs requiring interstate co-
operation in the recruitment of labor. Although a large measure of cooper-
ation had been forthcoming in most instances, it was, nevertheless, felt
that centralized direction of the service would increase the efficiency of
transferring labor between states. Moreover, it was felt that the federal
service could direct and suggest training of surplus workers in one state
in the hope of ultimately shifting them elsewhere. A nationally directed
system could also remove local jealousies, which sometimes hampered
the fullest use of the service's resources.

The initial purpose of the federalization was to assure speed and uni-
form action in the recruitment activities in which the Employment Service

was engaged, but as the war went on, a wide variety of additional measures
were found necessary and were carried out in individual localities through
the resources of the public employment office systems. These measures in-
cluded local implementation of national policies to secure from employers
agreements designed to avoid pirating ot employees from other companies,
to control advertising for labor, to channel all hiring through public em-
ployment offices or through agencies designated by these offices, to control
separations primarily by referring such employees to the employment serv-
ice, to establish employment ceilings for each firm, and to establish job
priorities and restrict workers' job choices to activities nf the highest pri-

ority.24
The public employment offices were transferred to the War Manpower

Commission in September 1942, and became its operating arm. These
offices assumed full responsibility for the difficult task of rationing the
dwindling manpower supply among those establishments whose activities
were considered most vital to the national defense. Relief from unwar-
ranted or unwise actions by an area manpower director, that is, the local
employment office manager, was assured through a system of appeals to
panels of the area, regional, and national labor management committees.
The control thus invoked 6y the War Manpower Commission and admin-
istered through local employment offices paralleled that in other nations,
save that the "power of assignment" was not included. Distribution of

241.eonard P. Adams, Wartime Manpower Mobilization (Ithaca: Cornell University Press, 1951).
Cornell Studies in Industrial and Labor Relations. An excellent description of World War II ex-
perience in the Buffalo-Niagara, New York, manpower area.
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manpower supply in accordance with national objectives was brought
about by the control over separations and the redirection of available
supply only to establishments which had high production urgency ratings.

In addition, public employment offices provided many valuable aids to
industrial personnel management in the form of manning tal+s, replace-
ment schedules, and specialized recruitment activities directed toward
people not usually in the labor force (for instance, housewives, the severe-
ly handicapped, the aged, and the recent school graduate).

The programs developed to secure maximum use of the nation's war-
time work force were adapted to local, state, or national needs and were
changed to fit the shifting phases of the wartime economy. These adapta-
tions .to local needs were possible only because the system of offices cov-
ered the nation, and at the same time, these offices had sufficient decentral-
ized authority to be responsive to local conditions. Aside from the recruit-
ment of workers, the Employment Service assisted employers in analyzing
and solving personnel problems, thus aiding in improved manpower utili-
zation. It also provided the basic labor market information which directly
influenced procurement and production policy and helped to determine
the location of new production, housing, and community facilities.

The Employment Service carried out its mammoth tasks with recog-
nized success. Thousands of workers were recruited for wartime training
programs. Placements rose to 12.2 million in 1944 as contrasted to 5.2
million in 1940. Millions of other workers were channeled through local
offices to staff critical industries.

Wartime experience permitted local offices to broaden their contacts
and relationships. The decentralization of War Manpower Commission
operations permitted problems to be dealt with in the local area, where
they could best be measured and handled within the broad framework of
national policies. Local office staffs worked closely with management,
labor, and public groups on all local manpower activities. The Employ-
ment Service thus could strengthen its contacts with the day-to-day eco-
nomic life of the community. These wide-range activities of the Employ-
ment Service provided employers and unions with an opportunity to see
the role of the public employment offices in contributing to the stability
and improved functioning of the local labor market.

The Employment Service During Demobilization
and Postwar Recession, 1945-1946

Even before V-J Day, the national office of the Employment Service had
turned its attention to the study of manpower problems which would face
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the nation at the end of the war. These problems would most assuredly in-

clude the widespread dislocation of workers as a result of cutbacks in the
war production plants, the assimilation of several million war veterans into
the postwar economy, and the need to examine probable postwar employ-
ment trends for the guidance of students and trainees.

As a result of these studies, the Employment Service prepared a "Six-
Point Program" for postwar reconversion for release to the states early in
1946. Its objectives were to assist in maximizing employment, maintain-
ing job continuity, and sustaining purchasing power and high levels of pro-

duction. It was an ambitious enlargement of the original simple labor ex-
change clearinghouse for unemployed workers and unfilled job openings.
The program was to be carried out through the local employment offices of

the affiliated state employment services. It included The following major

features:
Placement service. To provide an effective placement service to facili-

tate the employment of veterans; of workers displaced by automation, mi-
gration of industry, etc.; of youths entering the labor market; of older
workers; of handicapped workers; and of all other persons seeking jobs.

Employment counseling. To assist applicants of employable age to
make sound vocational choices and plans in the light of their present or
potential abilities and interests and in the light of employment opportuni-

ties.
Services to special applicant groups. To assist veterans, youths, older

workers, and the handicappedall with a tie-in with counseling, and all
toward the ultimate end of satisfactory job placement.

Management service. To assist employers and labor organizations in the

use of tools and techniques such as industrial and job analysis and testing
proficiencies or aptitudes for effective selection, assignment, and transfer

of workers.
Labor market information. To provide current and valid information

(1) to workers, to assist them in choosing desirable employment; (2) to
employers, to help them in planning recruitment activities, locating plants,

or scheduling production in order to utilize best the available labor re-
sources; (3) to training authorities, to assist them in coordinating training
programs with employer needs; and (4) to others whose programs and
plans may be affected by manpower considerations.

Community participation. To cooperate with community organizations
and other agencies in employment planning by providing that employment
service personnel shall take an active part in advancing activities and pro-

34

Ali

1,-

r



grams designed to increase economic activity and maintain high levels of
employment in their respective communities.

When the Employment Service was federalized in 1941, President
Roosevelt assured the states that the service would be returned to state
control at the end of the national emergency. It was, therefore, inevitable
that action would sooner or later be taken by Congress to live up to the
President's commitment. In September 1945, the War Manpower Commis-
sion was abolished and, at the same time, an executive order returned the
United States Employment Service to the Department of Labor. Congress

enacted legislation returning the Employment Service to federal-state ad-
ministration as of November 15, 1946. A number of different readjust-
ments had to be made in personnel, equipment, and office space. Problems

of administration arose from changes in personnel and in fiscal and legal

rules and regulations of the various individual states as compared with

those of the federal government.
A very significant change was in the method of financing. The matching

provisions of the Wagner-Peyser Act, under which the states had been re-

quired to match federal allocations for their state employment services
and which were in effect until federalization of the Employment Service
in 1941, were not resumed. The Employment Service became the only
federal-state program financed entirely from federal grants.

During this period, the Employment Service sought to adapt the best
of its experiences during the war to peacetime operations; at the same

time it had to serve the veterans. The Servicemen's Readjustment Act of

1944 (Title IV of Public Law 346), popularly known as the G-I Bill of

Rights, had important repercussions on the Employment Service. The $20

weekly unemployment allowance brought millions of veterans to Employ-

ment Service offices. A program of preferential placement of disabled vet-

erans over veterans, and of veterans over nonveterans was instituted. The

educational programs of the G-I bill, particularly apprenticeship and on-

the-job training, gave wider responsibilities to Employment Service test-

ing, counseling, and placement functions. The Veterans Employment Serv-

ice was reconstituted in the United States Employment Service.
In the 5-year period, September 1, 1944, to August 31, 1949, the Serv-

icemen's Readjustment Act program brought 14.2 million new applicants

into the local offices. They filed 8,901,345 new claims for unemployMent

allowances, 11,850,836 additional claims, and 161,355,368 continued
claims. In addition, 700,000 self-employed veterans filed 6.5 million
claims. Nearly six million veterans filed their first claims between Septem-

ber 1, 1945, and August 31, 1946.
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Achieving Full Employment, 1946-1961

Facing the prospect of a postwar decline in employment, Congress passed
the Employment Act of 1946, which contained the following declaration
of policy:

It is the continuing policy and responsibility of the Federal Gov-
ernment to use all practicable means consistent with its needs
and obligations and other essential considerations of national
policy, with the assistance and cooperation of industry, agricul-
ture, labor and state and local governments to coordinate and
utilize all its plans, functions and resources for the purpose of
creating and maintaining, in a manner calculated to foster and
promote free competitive enterprises and the general welfare,
conditions under which they will be afforded useful employment
opportunities, including self-employment, for those able, will-
ing, and seeking to work, and to promote maximum employ-
ment, production and purchasing power.25

President Truman, in a statement made at the time he signed the act, de-
clared its adoption was a commitment by the government to take "meas-
ures necessary for a healthy economy, one that provides opportunities for
those able, willing, and seeking to work." The United States Employment
Service was to assist in realizing this commitment.

With public attention thus focused on national objectives for maintain-
ing and improving the economic and employment health of the nation, the
Employment Service again assumed an important role. Its information on
labor supply and labor mark,As was sought by civic groups concerned with
bringing new industry into the locality. Its occupational analysis program
and counseling and testing services, which had made great strides in past
years, were further developed and used by increasing numbers of students
and job seekers. Migration of workers was geared not only to individual
job adjustment, but also to the broad objectives of full use of our human
resources as outlined by the Employment Act of 1946. At the national
level, the Employment Service became a principal source of employment
information for the Council of Economic Advisers.

The Employment Service sought to create a unified national labor mar-
ket, made up of a network of efficient local and regional labor markets,
as a vital instrument in a full-employment economy. These developments

2s60 Stat.!. 23, February 20, 1946.
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did much to increase tile usefulness of the Service to wage earners and em-

ployers and to enhance its prestige and importance in the whole labor

market.
During this period, there were several important organizational changes.

The farm placement program, which had been transferred from the United

States Employment Service to the Department of Agriculture in April

1943, was returned to the USES early in 1948. Under the appropriation

act for fiscal 1949, the USES itself was transferred from the Department

of Labor to the Bureau of Employment Security of the Federal Security

Agency (formerly the Social Security Board). Once again, the USES and

the unemployment insurance program were in the same bureau. In August

1949, the Bureau of Employment Security was transferred to the Depart-

ment of Labor under the President's Reorganization Plan No. 2.

Also in 1949, the second edition of the Dictionary of Occupational

Titles was published. Whereas the first edition contained over 29,700 job

titles defining approximately 17,000 separate jobs identified by about

8,000 occupational classifications, the second edition was more complete

and featured improvements in presenting job information. This edition

contained 22,028 defined jobs, known by 40,023 titles and had 8,983 oc-

cupational classifications.
With the invasion of Korea in June 1950, the nation was again alerted

for defense readiness. Employment offices were called upon to make more

detailed analyses of anticipated manpower needs in defense establish-

ments and to provide preferential services for such plants. No "controls"

of the kinds used in World War II were established, but again all operat-

ing facilities were geared to the needs of the preparedness program, even

if service to less essential users had to be curtailed.
The gradual shift from civilian to defense activity was achieved without

major unemployment. Substantial labor surpluses did appear in a limited

number of areas in late 1951. Defense Manpower Policy No. 4 was thus

adopted in February 1952, emphasizing the need for placing defense con-

tracts in areas of substantial unemployment. The Employment Service

had the responsibility for providing current and anticipated labor market

information for an increasing number of areas. This information was also

required by other governmental agencies for making decisions on such

matters as location of public housing and location of new plants. As a re-

sult, the program of classifying local area labor markets grew in signifi-

cance. The number of areas covered on a regular basis was increased

from 100 to about 180. They were classified as follows: (1) areas of labor

shortage, (2) areas of balanced labor supply, (3) areas of moderate labor
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surplus, and (4) areas of substantial labor surplus. This same classification
system was to be used in the Area Redevelopment Act (1961) and the
Public Works Acceleration Act ( 1962) as the basis for federal assistance.

During the 1950's, following the end of the fighting in Korea, the Em-
ployment Service expanded its services to various special worker groups
youth, handicapped, and older workers. Its tools and techniquestesting,
counseling, job analysis and classification, and job opportunities informa-
tionwere further refined. The community development program was
introduced to assist communities in expanding employment. The Profes-
sional Office tqetwork instituted to provide special placement assist-
ance to professional The first supplement to the 1949 edition of
the DOT was issuel.

Attention was al' improving the employment office manage-
ment process. Sta' ..ar ; techniques for determining the need for
opening new local of: %,speciaily outside the standard metropolitan
areas, were developed. The budgeting method on which administrative
grants to the states were based was changed from overall average place-
ment-time-factor experience to a new system of standard time factors.
Briefly, the new system measured the actual time required to complete
various employment service work tasks such as processing new applica-
tions, counseling, interviews, tests, and placement.26

More emphasis was given to staff development and improving staff
competency. Funds were specifically appropriated for the first time in fis-
cal year 1959 for out-service training of state agency personnel to supple-
ment their in-service training programs. University-based training pro-
grams were developed for counselors. Arrangements were made with the
Brookings Institution to develop a series of seminars in executive leader-
ship for aJministrative staff personnel from the state agencies and the
Bureau of Employment Snurity. The efforts in improving the manage-
ment process and staff competence were made to increase the effectiveness
of the Employment Service. Other significant changes were to be forth-
coming.

Reorganization of the United States Employment Service, 1962

In February 1962, the United States Employment Service was reorganiz-
ed and strengthened within the framework of the federal-state employment
security system. The reorganization, according to Secretary of Labor Gold-
berg, "was the result of an urgent need for expansion and improvement

nue budgeting process, including th standard time factors, is discussed in more detail in
Chapter V, pp. 84-85.
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of services to workers and employLrs. It reflected a recognition of the na-

tional character of many employment and unemployment problems."27

He pointed out that the Kennedy administration had committed the fed-
eral-state employment security system to serve as the major operating in-
strumentality in the field of manpower development and utilization and of
income maintenance during periods of unemployment, training, and re-
training.28 The Employment Service, through ,Is affiliated state agencies

and 1,900 local offices, would be responsible for:

1. Providing a nationwide employment service for both employees and

employers.
2. Providing for the development and initiation of training and retrain-

ing activities for the nation's existing and potential labor force.

3. Developing and executing programs to reduce and prevent adverse
effects of auton ..tion on the labor force.

4. Developing and maintaining the necessary capability for meeting
national emergency or other disaster needs for civilian manpower.

5. Providing pertinent ,r market and related information to labor,
management, government, and the public.29

National attention was focused on the United States Employment Serv-

ice. Soon after his inauguratbn, President --;:ennedy, in his State of the

Union Message to the Congress, proposed "to expand the services of the

United States Employment Offices." Again in his Economic Message to
the Congress, February 2, 1961, he said:

I am directing the Secretary of Labor to take the necessary steps
to provide better service for unemployment insurance claimants
and other job applicants registered with the United States Em-
ployment Service. This will require expanded counseling and
placement services for workers or jobseekers (a ) in depressed
areas; (b) in rural areas of chronic underemployment; (c) dis-
placed by automation and technological change in factories and
on farms; (d) in upper age brackets; and (e) recently gradu-
ated from college and high schoo1.38

27"The New Un:lad States Employment Service in 1962," Employment Security Review, XXIX,

no. 4 (April 1962), p. 1. See chart 3, p. 102, for structure before reorganization and chart 4,
p. 104, for new organizational structure. Shortly after the reorganization, other changes were
made (see chart 5, p. 105).

uPiews (Washington: U.S. Department of Labor, Bureau of Employment Security, January 30,

1962), p. 1.

p. 2.
30"The New United States Employment Service in 1962," op. cit., p. 7.

39



.11.,=1.11.61110.1111101..1104

In his Public Welfare Program Message to the Congress, February 1,
1962, President Kennedy also emphasized the increasing role to be played
by the United States Employment Service:

Systematic encouragement would be eiven all welfare recipients
to obtain vocational counseling, testing, and placement services
from the United States Employment Service and to secure use-
ful training wherever new job skills would be helpful.

Because of his interest in improving the United States Employment Serv-
ice to make the best use of the nation's manpower, President Kennedy
amended the budget request for the Bureau of Employment Security for
the fiscal year 1962, and also asked the Congress to make additional funds
available for May and June of the fiscal year 1961. His statements and
actions, coupled with congressional actions through substantive legislation
and increased appropriations, created the new look of the United States
Employment Service.

In summary, the public employment service is a social invention. The
historical evolution may be viewed as efforts by society to find a more ra-
tional approach in improving labor market organization and to bring about
a more effective utilization of human resources.
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IV. Employment Services

Since its inception, the USES has been expanding its services. What are
these services? What does a modern public employment service do? Why
have these services expanded? We need to answer these questions if we
are to understand the role of the USES in a changing economy.

At the outset, the public employment offices were labor exchanges,
uniting the jobless with available jobs. Beginning in the late 1930's the
USES became more than just a simple exchange. While placements re-
mained the heart of its operations, its basic objective became to facilitate
the employment process to the end that the manpower resources of the
nation might be used more effectively. The employment process is made
up of a number of factors such as the availability of workers, the kinds of
jobs currently available, the future job prospects, the kinds of skills needed
to perform particular jobs, the characteristics of workers seeking jobs,
their work experience, how they can be inducted into particular jobs, how
they can be organized into effective work groups, and how they are able
to find individual satisfactions on the job.

The USES facilitates the employment process through the promptness
with which workers and jobs are advantageously brought together, through
the extent to which workers are adjusted to the jobs they fill, and through
the degree to which continuous employment is available to the majority
of workers. Furthermore, it aids the employment process through collect-
ing, organizing, analyzing, and disseminating labor market information.
It serves workers, employers, and the public by disseminating information
about job opportunities, availability of workers, and the status and trends
in the labor market. It counsels workers who seek assistance and students
entering the labor market on how they can best exercise their talents and
abilities in fitting into jobs that will yield the greatest return and satisfac-
tion and in which they can make the greatest contribution to the nation's
economy. The USES furnishes employers with helpful interviewing tech-
niques and selection aids. It has been responsible for identifying training
needs under the Area Redevelopment Act (ARA) since 1961, and under
the Manpower Development and Training Act (MDTA) since 1962.
Thus, in facilitating the employment process, the USES performs seven
major functions: (1) maintaining an active placement service; (2) provid-
ing employment counseling; (3) rendering special employment services
to young inexperienced persons, older workers, the handicapped, and vet-
erans; (4) conducting labor market studies and other research related to
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employment, and furnishing labor market information; (5 ) supplying in-
dustrial services to employers and labor organizations; (6) cooperating
with other government agencies and community groups concerned with
the employment process; and (7) identifying training needs under ARA
and MDTA and supplying qualified trainees. We shall discuss each func-
tion briefly.

Placement Service

The USES seeks to fill employers' job openings with occupationdly quali-
fied workers and to locate for worke s jobs suited to their skills, knowl-
edge, and abilities. The Service increaces workers' geographical mobility
through an inter-area recruitment system. An influential factor in deter-
mining whether employers and workers meet is the hiring channel. In this
capacity, the Employment Service evaluates the skill, knowledge, and abil-
ity of workers seeking jobs and directs them to suitable job openings. By
so doing, it can help rednce the length of unemployment and can assist in
transfers to better jobs. Concomitantly, it contributes to a more satisfac-
tory occupational adjustment for workers which, in turn, leads to im-

proved efficiency.
The placement function takes place within a framework of USES poli-

cies.1 The placement service is available to any job applicant legally quali-
fied to work, without regard to his place of residence, current employment
status, or occupational qualifications. In the employment interview, the
Service obtains from an applicant only the information necessary to deter-
mine his qualifications for empiloyment and to facilitate his placement in a
job. It cannot extend preference in referral to any applicant or group of
applicants except in accordance with legal requirements. The Service does
have a legal obligation to give priority in selection and referral to qualified
veterans and to give disabled veterans priority over other veterans. An
effort is made to ensure, insofar as practicable, that workers are placed on
jobs that utilize their highest skills and that applicants suitably qualified for
openings are referred to employers. The USES cannot make any referrals
that will aid directly or indirectly in filling a job that is vacant because the
former occupant is involved in a labor dispute or is being locked out by
the employer in the course of a labor dispute. Referrals, however, can be
made to the struck firm for positions not covered by the labor agreement.
Referrals can also be made to places of employment in which a labor dis-
pute exists provided that the applicant is given written notice of such dis-

National Employment ServiceUnited States (Geneva, Switzerland: International Labor Of-

fice, 1955), pp. 35-40.
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pute prior to, or at the time of, his referral. It cannot recruit workers for
employment opportunities if the wages, hours, and conditions of work of-
fered are substantially less favorable to the individual than those prevail-
ing for similar work in the locality.

The public employment service must be available to ail workers legally
qualified to work. It must serve new workers as well as experienced ones.
It must serve older workers as well as veterans and handicapped workers.
It likewise serves all empioyers whose jobs to be performed or terms and
conditions of employment are not contrary to federal, state, or local law.
It serves large employers whose manpower needs require continuous ac-
cess to the widest possible supply of labor. It serves small employers with
limited personnel for recruiting and evaluating worker qualifications. It
serves employers engaged in seasonal or intermittent production who, at
the beginning of each work period, must recruit their entire work force. It
serves those who need workers not readily available through their normal
channels of hiring. For the most part, these employers am in manufactur-
ing, retail and wholesale trade, and service industries.

The need for placement services, however, varies among workers, em-
ploy:rs, and communities. Some workers rely on the public employment
service, while others are able to find jobs through other channels ofhiring.
Some employers look to the Employment Service as the primary soarceof
job applicants, while other employers use other means to recruit workers.
In those communities with few industrial and business firms, limited serv-
ice may be required, while in the larger urbanized industrial communities
public placement assistance is essential. The Employment Service, there-
fore, allocates its resources to meet the placement needs of the area being

served by the local office.
Under the Wagner-Peyser Act, the USES is charged with assisting "in

maintaining a system for clearing labor between the several states," so that
workers and employers in widely separated geographical areas can be
brought together in an orderly fashion. The Service can assist in obtaining
employment for those workers unable to find jobs in their own localities

or for those who want to move to another community. It also assists those
employers who are attempting to expand in areas where there is a general

labor shortage or a shortage of particular skills.
The clearance or inter-area recruitment service operates through several

devices: (1) sending written employer orders and written job applications
between offices; (2) making arrangements for the employer's hiring rep-
resentative to visit local offices where applicants are available and to in-
terview and hire on the spot; (3) delegating to the Employment Service
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the authority to select and hire in other cities; (4) making arrangements
for long-distance telephone interviews between the employer and appli-
cants who seem to meet the employer's requirements.

The clearance system is used only after local recruitment efforts have
proved unsuccessful. This usually means local recruitment of unemployed

workers. When the Employment Service is given the hiring authority, ar-

rangements are made for the eventual interview between applicant and

employer. An applicant may have to travel at his own expense. The em-
ployer may advance the cost of travel with or without return travel in case

the applicant is not hired, or the employer may pay all travel expenses.

Similarly, the medical examination may be provided for in the applicant's
hometown or may be given at the point of employment.

Placement assistance is also given to foreign nationals. They may enter

the United States when the USES certifies to the Immigration and Nat-

uralization Service, in accordance with provisions of Public Law 414 (The

Immigration and Naturalization Act), that a shortage in the domestic
labor supply exists for a specific occupation, or for certain hiring specifica-

tions. The United States Department of Justice looks to the USES to deter-

mine the needs of employers for foreign workers and to verify their assur-

ances of employment in accordance with immigration laws and regula-

tions.

Employment Counseling

To support the placement function, the Employment Service provides em-

ployment counseling. Under the Wagner-Peyser Act and the Servicemen's
Readjustment Act of 1944, the USES has a legislative mandate to provide

such counseling. These laws recognize that at any time there are many
people with problems of occupational choice and adjustment. These prob-

lems arise from the growing complexity of the labor market and differ-

ences in workers' aptitudes, interests, skills, and physical capacities. In a

complex industrial system, it is difficult for many people to find out about

job opportunities and job requirements in order to make an intelliwnt vo-
cational choice. The USES helps them.

In recent years, nearly one million young workers have been entering

the labor market each year. On the whole, they know little about industrial
and business conditions and have only a vague understanding of their own

interests and abilities. Local employment offices cooperate with educa-
tional authorities to provide students about to enter the labor market with

a year-round program of individual counseling, aptitude, and proficiency

testing; group guidance; occupational and labor market information; and
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job placement consistent with the students' demonstrated abilities, poten-

tialities, and interests. This type of cooperative program is now in opera-

Gon in over one-third of the nation's high schools.
Another group in need of job counseling is the occupationally malad-

justed. These workers have particular skiffs, but need assistance in adjust-

ing to the current realities of the job situations or in finding other jobs in

line with their aptitudes, interests, and abilities. Some of these workers

have employment problems because of technological improvements, geo-

graphical shifts of industry, lack of appropriate skills or education, or a

previously unsatisfying vocational choice. Some are unemployed older

workers 45 years old and over who need' assistance in adjusting to new

jobs which may be substantially different kom theirformer jobs.2

The physically handicapped represent off.otfier group of USES appli-

cants in need of counseling. While many are Ifisabled veterans, there are

even greater numbers of partially disabled nonvtterans who need special-

ized counseling and selective placement services. There are also those

workers who need assistance because some employers have restrictive hir-

ing practices involving race, color, creed, and age.

To provide an effective counseling service in the community, the USES

has a twofold program. One part is to provide counseling to any worker or

potential worker in need of such service who visits the local office. The

other is to provide assistance in strengthening the counseling services of

other agencies, such as the schools, through cooperation and exchange of

materials. To implement this program, the USES has developed a variety

of tools which include a vast and expanding fund of pertinent labor market

information, General Aptitude Test Battery (GATB), specific aptitude

tests to determine the applicant's potential for an occupation in which he

has no previous experience, and performance tests in stenography and

typing. By using these tools and techniques, the Employment Service at-

tempts to help workers make a successful vocational adjustment so that

the skills and experience of the community's work force may be used to the

fullest.

Services to Special Applicant Groups

Earlier we noted that there are groups of workers requiring special place-

ment and counseling services. We have selected four groups for further

discussionveterans, young workers, older workers, and professional and

technical workersin that order. The Employment Service has a legisla-

2Daniel H. Kruger, "Employment Problems of Older Workers," Business Topics, VII, no. 4

(Autumn 1959), pp. 29-39.
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tive mandate to provide services for veterans and young workers. It is giv-
ing special attention to the employment problems of older workers because
this group is experiencing difficulties in competing in the labor market.
The nation's concern for professional and technical workers is reflected in
the specialized professional placement facilities of the USES.

Veterans

The Wagner-Peyser Act provides that the USES "maintain a veterans'
service to be devoted to securing employment for veterans." Under this
act, a veterans' emp!oyment representative was appointed in each state to
serve as a link between the USES and local offices serving veterans. The
Servicemen's Readjustment Act of 1944 and the Veterans' Readjustment
Assistance Act of 1952 placed further responsibilities on the USES to pro-
vide counseling and placement services for veterans. Within the USES
structure, there is an Office of Veterans Employment Service which main-
tains liaison with the state veterans' employment representatives. These
services are the only special veterans' services provided by Congress which
are not administered by an agency specifically set up to serve the needs of
veterans.

In order to assure that veterans are given effective service, the veterans'
employment representative in each state and in each local office is respon-
sible for seeing that the local office activities in behalf of veterans are well
coordinated. His job includes seeing that every veteran's application for
work is given active :onsideration for available job openings and that
adequate counseling and information services are provided. In addition,
veterans are given priority in referral to jobs over nonveterans. Special em-
phasis is placed upon service to disabled veterans, including assistance to
employers in establishing in-plant training programs, so that these veterans
will be assigned to suitable jobs.

Young Workers

Since its inception, the USES has given attention to employment prob-
lems of youth. It has found that young people need special services in vo-
cational planning and job placement. The Mid-Century White House Con-
ference on Cif dren and Youth, held in December, 1950, recommended
that: (1) a more comprehensive vocational guidance and placement serv-
ice be provided for those who are still in school and for those who drop
out; (2) reliable occupational information be made available; and (3)
guidance and counseling services be strengthened and extended in schools,
public employment offices, and other agencies serving youth. The USES
and other groups sought ways to strengthen programs for the emerging
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needs of young people. Its youth program includes placement and coun-
seling services, providing special labor market and occupational informa-
tion, assisting employers to identify entry occupations, and promoting job
opportunitie s.

Preparing special job information is an important part of the youth pro-
gram. The USES publishes annually a job guide for young workers con-
taining information on duties, characteristics, qualifications, employment
prospects, advancement opportunities, and methods of entry for a wide
variety of jobs frequently held by young people leaving high schoo1.3 These
guides represent the accumulated experience and knowledge about jobs for
youth gained by Employment Service staff in their daily contact with
young workers and with employers of young people.

Local offices of the USES have developed cooperative arrangements
with more than 10,000 high schools. Under this program, counseling, test-
ing, and placement assistance is givea high school students planning to
look for employment. Local offices help graduates and dropouts find reg-
ular jobs; part-time or temporary work; and aid other students in getting
summer jobs. The USES estimates that close to 600,000 high school sen-
iors will be registered by local offices in this cooperative program during
the current school year [1963].4

The increasing number of young workers going into the labor force has
stimulated greater interest in employment problems of this group. Presi-
dent Kennedy, in 1961, appointed a Committee on Youth Employment
with these objectives: (1) to improve the employability of young people
through maximum education and training; (2) to increase employment
opportunities for all youth seeking work; (3) to identify and examine the
extent to which existing programs are fulfilling their purposes. Secretary
'Of Labor Goldberg took action in November 1961 to implernent these ob-
jectives. A division of Xouth Employment Services was established within
the USES. A state supervisor of youth was appointed in each state employ-
rnent service agency. Provision was also made for the appointment of a
coordinator of youth services in each of the 55 largest metropolitan areas.
In addition, a representative in each of the Buread of Employment Secur-
ity regional offices was designated to follow through on the yOuth pro-
grams of the state agencies hi his region.

3For further details, see Joh Guide for Young Warners, 1963-64 ed. (Washington: Govern-
ment Printing Office, 1963); also see Choosing Your Occupation (Washington:" Government
Printing Office, 1960).

4"Secretary Wirtz Issues Jot, Gqicle for Young Workers," News (WasMngton: U.S. Department
of labor, March 15, 1963), p. 2.
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The growing concern with youth employment problems has led to the
introduction in Congress of a bill to establish a Youth Conservation Corps

and to provide public service employment for young workers 16 to 19
years of age. If this bill, popularly known as the Youth Employment Op-

portunities Act, is passed, the Employment Service will handle the selec-

tion and placement of trainees. At this writing, the Youth Employment
Opportunities Act is before the Congress. President Kennedy had given it

a high priority in his legislative program.

Older Workers

Beginning in 1956, the USES inaugurated an older worker program.
Unemployed workers, 45 years and over, have increasing difficulty find:ng

suitable employment. Unfavorable beliefs and generalizations about older

workers have develo, .ed and have been translated into restrictive hiring
practices. This is significant since there are currently over 28 million older
workers in the labor force, and the number is increasing. By 1970, the
United States Department of Labor estimates that there will be over 33
million older workers.

The older worker program is designed to help older workers continue
productive lives through suitable employment. The program Calls for fact

finding, public information and education, and special placement serv-
ices.5 The USES undertakes appropriate .research studies and follows
through with action programs. It conducts edu( .tional programs for em-

ployers, employer groups, labor unions, and community groups to increase
employment opportunities for older workers. It accepts any applicant who
is legally qualified to work, without regard to age, and offers him place-
ment, job development, and counseling services. To supervise the activ-
ities for the older worker applicant group, a specialist is assigned in each
state agency and in many larger local offices. All staff members in local
offices, however, serve older workers as well as other job applicants. They
are given training in the special methods and techniques of counseling and
placing older workers.6

Professional and Technical Workers

Rapid advancements being made in science and technology are creating

an ever-growing demand for more professional, scientific, and technical
workers. To meet this demand, the Employment Service provides special-

sServics lo pidef Wpricers by the Public Employment Service, BES no. E-169 (Washington:
G§vettrel ihq'Ofpcb,1957.

$ervini for Older Workers, BES no. E-152 (Washington: Govern-

Men/ fjgfljpg Ocet Scjitember 19561..
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ized placement facilities for these workers. In October 1957 a nationwide
professional office network was created. Currently there are 122 local
offices linked by direct communication so that 'unfilled openings for pro-
fessional people are made directly available to those offices which may
have unplaced professional applicants. Every two weeks a list of all unfilled
professional openings is compiled and circulated to all local offices

throughout the nation.7
In the large metropolitan offices which have been organized on an occu-

pational-industrial basis, there are units which provide specialized serv-
ices to professional and technical workers. In some areas there are co-
operative placement programs with professional societies. Furthermore,
in 1962, 17 states and the District of Columbia had centralized statewide
programs for teachers.

Another method of serving professional job applicants is through the
USES convention placement services. Tne state employment service, affili-

ated with the USES of the state in which the professional society is meet-
ing, operates an on-site service for job applicants attending the convention.
Since 1953, when the service was first begun, about 60 conventions (as of
May 1963) of major professional associations have been provided this
specialized placement program.

Labor Market Information and Occupational Research

For the individual worker, labor market information tells where jobs exist
and provides a basis for intelligent choice of the jobs available. It reduces
the futile pursuit of nonexistent job opportunities. The worker's choice of

a job in a job economy is too important for society as well as for himself
to be based upon an uninformed parent's or friend's advice or upon
chance. He, therefore, needs two types of labor market information to aid

him in making *!Iis vital vocational choice.
First, he needs reliable information about the current labor market, both

local and national. He needs to know what openings are available for one
with his skills, experience, and interests. He should also know the relative
advantages of remaining in his area or of seeking employment in another
communitytither within the state or outside it. Second, he should know
enough about labor market trends to ascertain whether he is choosing a job

in a declining industry or in an establishment with an unstable employment

7for more information on this service, see Professional Placement Service of Me United States
Employment Service (Washington: U.S. Department of Labor, Bureau of Employment Security,

May 1962); and Placement of Professional Personnel, rev. ed. (Washington: Government Print-

ing Office, April 1962).
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record. He may make a different choice if he knows the prospective de-

mand for and supply of workers in each of the fields in which he has voca-

tional interest or qualifications.
The effectiveness of the USES in serving workers, employers, public

agencies, and community groups depends largely upon the quality and

adequacy of its labor market information. This includes data obtained not

only from various groups and individuals in the community, but also from

the day-to-day operations of thc; local- employment service in its job appli-

cant records, occupational analysis information, and hiring specifications

as indicated on employer orders for workers. The local offices collect in-

formation on the trends and levels of employment and employment op-

portunities in various industries and occupations; the activities that are ex-

panding and those that are declining; the number and characteristics of

unemployed workers; and the practices in the community with respect to

employment of women, new workers, youth, older workers, and minority

groups.
This information is obtained monthlyfor the country's 150 major labor

market areas. The states, in turn, use this information to prepare the state-

wide labor market data. Then the USES and the Bureau of Employment

Security compile, analyze, and interpret the infcrmation for the whole

nation. Analysis of this information gives a picture of labor market con-

ditions. Thus, in each major American community, employers and work-

ers have at their fingertips information about the availability of workers

and employment opportunities.8
Despite the critical role played by occupational labor market data in

employment service operations, only a few states were systematically or-

ganizing and disseminating such information prior to 1956. Starting in

early 1956, the Bureau of Employment Security launched a program de-

signed to overcome this. More than 40 state agencies are currentlypartici-

pating in the program. Its objective is to conduct area skill surveys in all

major communities every two or three years. These periodic skill surveys

yield valuable information on trends in employment by occupation. In ad-

dition, occupational guides, based largely on survey results, are also being

prepared.
The area skill surveys consist of an analysis by occupation of the man-

'For criticisms of the statistics of total unemployment for local areas, see Report of the Presi-

dent's Committee To Appraise Employment and Unemployment Statistics, Measuring Employ-

ment and Uneasployment (Washington: Government Printing Office, 1962). This report notes

that these statistics "remain one of the weakest parts of the overall system of labor force sta-

tistics" (p. 75). The estimates of state and local employment and unemployment are discussed

in detail in chapter VII.
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ized placement facilities for these workers. In October 1957 a nationwide
professional office network was created. Currently there are 122 local
offices linked by direct communication so that unfilled openings for pro-
fessional people are made directly available to those offices which may
have unplaced professional applicants. Every two weeks a list of all unfilled
professional openings is compiled and circulated to all local offices
throughout the nation?

Jn the large metropolitan offices which have been organized on an occu-
pational-industrial basis, thsze are units which provide specialized serv-
ices to professional and technical workers. In some areas there are co-
operative placement programs with professional societies. Furthermore,
in 1962, 17 states and the District of Columbia had centralized statewidc
programs for teachers.

Another method of serving professional job applicants is through the
USES convention placement services. The state employment service, affili-
ated with the USES of the state in which the professional society is meet-
ing, operates an on-site service for job applicants attending the convention.
Since 1953, when the service was fust begun, about 60 conventions (as of
May 1963) of major professional associations have been provided this
specialized placement program.

Labor Market Information and Occupational Research

For the individual worker, labor market information tells where jobs exist
and provides a basis for intelligent choice of the jobs available. It reduces
the futile pursuit of nonexistent job opportunities. The worker's choice of
a job in a job economy is too important for society as well as for himself
to be based upon an uninformed parent's or friend's advice or upon
chance. He, therefore, needs two types of labor market information to aid
him in making this vital vocational choice.

First, he needs reliable information about the current labor market, both
local and national. He needs to know what openings are available for one
with his skills, experience, and interests. He should also know the relative
advantages of remaining in his area or of seeking employment in another
communityeither within the state or outside it. Second, he should know
enough about labor market trends to ascertain whether hc is choosing a job
in a declining industry or in an establishment with an unstable employment

7For more information on this service, see Professional Placement Service of the United States
Employment Srvic (Washington: U.S. Department of labor. Bureau of Employment Security,
May 1962); and Placement of Professional Personnel, rev. ed. (Washington: Government Print-
ing Office, Apri11962).
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power reqt.irements and resources of individual labor market areas. In-
formation on current employment, by sex and by skill, is collected from
employers. Estimates of future labor requirements for two to five years

are also obtained. Limited information on the age distribution of current
employees is usually collected to help in developing estimates of the num-

ber of workers needed for replacements because of deaths and retire-
ments. To give an indication of future labor requirements by occupation,

the surveys cover current training programs, including apprentice pro-

grams.
Some of the area skill surveys have been limited to locally important oc-

cupations, particularly professional and skilled occupations. Others have
concentrated on selected key industries in the community. In some cases,

the surveys cover only current employment by occupation and sex. Such

surveys are called occupational indexes or skill inventories. A significant
byproduct of the area skill survey is information on the current occupa-
tional composition of individual firms and industries. These employers
usually provide information about their current labor requirements and the

supply situation.
Area skill surveys are community projects, involving the cooperation of

such groups as employer associations, labor organizations, schools, civic
organizations, and government agencies; the state affiliates of the USES
supply technical assistance and ustmlly some staff to conduct them.

Occupational guides are another type of useful labor market informa-
tion supplied by the USES. These booklets are used mainly in vocational
guidance and employment counseling. They contain information on select-

ed jobs and their significance to a community, current and anticipated em-
ployment opportunities, training facilities, method of entry, promotional
opportunities, remuneration, and working conditions. They may cover a
single occupation or a group of closely related jobs. They may dwell on
occupations in key industries or may encompass a number of occupations

importance for the worker. For those responsible for vocational guidance

of interest to particular groups, such as young workers.

and counseling, it is an invaluable tool for assisting the worker to relate
himself to available job openings. Employers use it for planning p_rsonnel
activities, such as scheduling of operations. They use it in the making of

Labor market information has many uses. We have already noted its

respect to location or relocation of facilities. Various or-decisions with
ganizations and public agencies interested in manpower problems, eco-

nomic development, training, social work, and public welfare are impor-

tant users of this information.
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Labor market information is also used by the local offices of the Em-
ployment Service to improve the employment process within their respec-
tive areas. By analyzing local data, the local staff can better meet com-
munity needs. In the USES state and national offices, the data provide the
basis for evaluating state and national trends which, in turn, indicate where
and when emphasis should be placed and how resourcesboth staff and
facilitiesshould be allocated. Furthermore, the state and national data
are used by legislators in state and national governments to formulate
public manpower policies.

One aspect of the labor market information program which is increasing
in importance is the automation research and manpower services demon-
stration projects. These projects are cooperative activities involving man-
agement, labor, and state employment service agencies. The USES pro-
vides general direction for them. The objective of the automation research
program is to learn about the nature of work force adjustments to techno-
logical change. Its essential concern is with the reorientation and retrain-
ing of the displaced workers and with the identification of changes in occu-
pational requirements brought about by improved technology. Through
the use of the case study approach, the program seeks to develop the most
satisfactory possible solution to an automation manpower supply-demand
problem in a given local market area, utilizing all available Employment
Service and community resources.

In addition to the labor market information activities, the Employment
Service has an extensive occupational and testing research program. Refer-
ence has already been made to the Dictionary of Occupational Titles
(DOT) and the General Aptitude Test Battery (GATB). Both are essen-
tial for providing effective counseling and placement services, especially
in view of accelerated technology and its effect on jobs. Fundamental
changes are occurring in the nature of occupations and the manner in
which they are grouped. To keep up with these changes, USES has intensi-
fied its research and development in aptitude testing and in occupational
classification structures? These newer appNaches are needed for effective
placement services to workers and employers.

Industrial Services

The Employment Service provides certain services to employers. Local
offices refer job applicants and conduct recruitment campaigns for em-
ployers when the employers cannot find persons with special skills among

'Carl Baird, Robert Halbeisen, and John Kaarsberg, "improving Occupational Statistics," and
A. B. Eckerson, "The New Dictionary of Occupational Titles," Employment Security Review, Vol.
XXX, no. 2 (February 1963).
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currently registered applicants. If necessary, the inter-area recruitment
system is used, at the request of the employer, to obtain workers from
other communities. In some instances, employers give the local employ-
ment service office an exclusive job order to refer qualified applicants for
all of their labor requirements. For example, recently the Ford Motor Com-

pany agreed to use the Michigan State Employment Service as its agent
for future recrnitment of all hourly personnel in the River Rouge area.
Designated local offices in the Detroit area handle recruitment for a given
plant. The personnel selection plan, as it is called, is coordinated through
the Detroit manufacturing office of the state employment service.10

Techniques and tools developed by the USES for placement services are
made available to employers. Techniques which have proved valuable to
employers in resolving manpower problems include job analysis, methods
of evaluating skills and aptitudes of job applicants, and methods of re-
lating their qualifications to job requirements. Occupational information
is available to employers. Special aptitude tests are developed for them
upon request. In addition, suggestions are made for controlling turnover
and absenteeism. These services are provided as part of an integrated em-

ployment service.
In recent years, the USES has been expanding its services to unions.

Within the new national office structure, there is a Division of Em-
ployer and Union Services (see chart 4, p. 104). Prior to 1962, the limited
services offered to unions were the responsibility of the Division of Em-
ployer Relations. An example of services to unions is the joint program
with the International Printing Pressmen and Assistants' Union of North
America (AFL-CIO) developed in 1959 to obtain better selection of ap-
prentices through the use of USES selection and appropriate aptitude
tests.n More recently, a committee of USES and state agency representa-
tives met in Washington to explore ways and means of strengthening serv-
ices to unions and their members.12 Concentrated efforts are being made
to acquaint union members and their families with the services of their
state employment service and to encourage the use of such services.13

"For details see "Ford-MESC Conclude Unique Deal," MESC Messenger, VII, no. 1 (January

21, 1963), p. 3.
"See president's letter and article by George 0. Baker, "Selecting Qualified Apprentices,"

The American Pressman, Vol. X, no. 5 (May 1960); for discussion of this program, see also
Bettor Selection of Apprentices Through Local Offices of the State Employment Services (Wash-

ington: U.S. Department of Labor, Bureau of Employment Security, October 21, 1959).

"Summary of Proceedings and Recommendations of Work Committee on Employment Serv-
ice-Labor Union Relationships (Washington: U.S. Department of Labor, Bureau of Employment

Security, December 5-7, 1961).
"For example, see "State Employment Services Offer Interesting Help," Steal Labor, XXVII,

no. 2 (February 1962), p. 5.
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Services to employers and unions are designed to facilitate the employ-
ment process. There are other groups in the community interested in man-
power development and utilization. The USES seeks to develop coopera-
tive relations with such groups.

Working With Other Government Agencies
and Community Organizations

The activities of vocational rehabilitation agencies, vocational training
agencies, schools, and welfare organizations bear a direct functional re-
lationship with public employment offices. Labor market information; oc-
cupational analyses; and interviewing, selection, and counseling tech-
niques are made available to these and other groups by the Employment
Service. In turn, these agencies may assist the local office by providing
services to applicants which lie beyond the scope of local office programs
and facilities. State and local office staff members help organize and carry
out manpower studies needed by these community organizations for plan-
ning. They also participate in community programs for particular groups
such as older workers, physically handicapped, and young workers.

Local offices work with schools in counseling and placement of young
people, either in summer or in regular employment. Recently the Employ-
ment Service has been givine much more emphasis to the employment
problems of school dropouts. In a number of states, state committees deal-
ing with problems of school dropouts have been established and state em-
ployment service staff members participate on them.

Many states and communities have undertaken economic development
programs. The state agencies work with statewide groups, while local
offices supply pertinent labor market information to assist local groups to
attract and develop new employment opportunities.

Recently the USES has been given additional responsibilities for work-
ing with community groups. Local offices, under both the Area Redevelop-
ment Act (ARA) and the Manpower Development and Training Act
(MDTA), work with community groups to determine training needs so
that appropriate training programs for unemployed and underemployed
workers can be developed. We next turn to a brief discussion of the serv-
ices provided by the USES under recent federal legislation related to train-
ing and retraining.

Training and Retraining Activities

The nation's experience with unemployment during the last five years has
given rise to the development of federal programs to resolve the unemploy-
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ment problem. Two sets of facts have influenced these public programs.
First, the level of unemployment in recent years, even during business
prospetay, has been high, i.e., an annual rate in excess of 3 percent; and
second, the number of long-term or hard-core unemployed workers, i.e.,
out of work for more than 26 weeks, has increased. The first program
dealing with training and retraining, the ARA, was enacted in 1961; the
second, the MDTA, was passea in 1962. Both acts assigned new responsi-
bilities to the USES.

ARA provides for improving the employability of the unemployed
through occupational training and retraining in those designated rede-
velopment areas which have experienced high rates of unemployment for
long periods of time or in which there is substantial underemployment.
Persons selected to participate in the training programs receive a training
allowance in an amount equal to the average weekly unemp-wyment com-
pensation payment in a given state. Payments are made only for the period
in which the individual is participating in the training program, and they
cannot exceed 16 weeks' duration.

The USES is very much involved in the administration of the act. The
local office makes findings of fact as to area unemployment, which serve as
the basis for determining the eligibility of "depressed" urban areas. It
makes studies of the area work force and provides technical assistance in
manpower planning. Through the counseling and testing programs, train-
ing needs of unemployed individuals are evaluated. The local office makes
findings as to the kinds of training programs which should be offered in
vieW of the occupational potential of the unemployed and prevailing labor
market conditions. It is responsible for the selection of trainees and their
placement upon completion of the programs. Actual instruction is pro-
vided through the appropriate school authorities which have been dele-
gated this responsibility by the Department of Health, Education, and Wel-
fare. Training allowances are paid by the unemployment compensation
divisions of the state employment security agencies.

Between October 1961, when ARA funds became available, and June
30, 1963, a total of 453 training programs was approved for 22,388 per-
sons in 647 separate courses of instruction for 228,617 training weeks in
42 states, the Virgin Islands, and American Samoa.14

MDTA is more extensive. It seeks to deal with the problems presented
by large numbers of unemployed workers who cannot be expected to ob-

Igor more information on occupational training and related activities under AM, see Occu-
pational Training and Retraining Under the Area Redevelopment Act (Washington: U.S. Depart-
ment of Labor, August 1961); and Training for Jobs in Redevelopment Areas (Washington: Gov-
ernment Printing Office, 1962).
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thin full-time employment without some kind of training. The responsibili-
ties of the USES under MDTA are similar to those assigned under ARA.
There are, however, important differences between these acts. For exam-
ple, ARA is limited to designated "depressed" areas or redevelopment
areas, whereas MDTA applies to any area in which there are unemployed
workers and young workers who can improve their employability through
selected training programs. MDTA pro,. :des the same level of training al-
lowances as ARA, but the payments generally go to unemployed per-
sons who have had at least three years' experience in gainful employment
and who are heads of families or households. These allowances can be
paid for 1 to 52 weeks of training.15 MDTA places much more empha-
sis on manpower research than does ARA. USES and state employment
service staffs participate in many of these studies.16 The central focus,
however, is on training programs. Although MDTA was passed in March
1962, Congress did not appropriate funds until August 1962. As of June
1963, USES, together with the Office of Manpower Automation and Train-
ing of the Department of Labor, had approved more than 1,450 training
projects to provide training and related services to nearly 54,000 persons
in 49 states, the District of Columbia, Puerto Rico, and the Virgin Isiands.

Other Services

In addition to ARA and MDTA, two other laws recently enacted relate to
the activities of the USES. The Public Works Acceleration Act (Public
Law 87-658 ) is designed to stimulate employment through the construc-
tion and improvement of needed public projects in eligible areas. These
facilities in turn, are expected to aid these communities in promoting long-
range industrial growth and employment development. The eligible areas
are designated monthly by the Secretary of Labor. To qualify, they must
have had substantia! unemployment for at least 9 of the preceding 12
months. The local offices of the state employment service collect the labor
market information which forms the basis for designating area eligibility.
Furthermore, local offices will refer workers to contractors working on
public facilities if the contractors request placement assistance. They also
work with community economic development groups to develop public

IsFor more complete information on MDTA, see The Manpower Development and Training
Act of 1962Its Origin and Provisions (Washington: U.S. Department of Labor, April 1962);
and Your Opportunity for Job Training (Washington: U.S. Department of Labor, Bureau of Em-
ployment Security, 1962).

"For description of research studies, see Report of the Secretary of Labor ln Research and
Training Activities Under the Manpower Development and Training Act, transmitted to the
Congress in February 1963 Washington: Government Printing Office, 1963), especially pp.
69-94.
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works project plans for submission to appropriate federal agencies in or-
der to get funds available under the act.

Another federal act which assigned new duties to the USES is the Trade
Expansion Act of 1962 (Public Law 87-794 ). Pertinent provisions affect-
ing the USES relate to adjustment assistance given to workers who are laid
off or working only part time because of increased imports resutt'ng from
trade concessions. The United States Tariff Commission makes the deter-
mination as to whether their unemployment is due to trade concessions.
Worker eligibility is determined by the Secretary of Labor and, if approved,
the workers are entitled te readjustment allowances, training, and job relo-
cation assistance. They apply for these benefits at the local employment
security office. The USES is directed by law to provide placement services
to these adversely affected workers. Training is available principally under
MDTA. Readjustment allowances are denied to those who refuse suitable
training or drop out of training programs without good cause. Relocation
allowances are authorized to the heads of families who have little or no
prospect of suitable reemployment in their home locality, and who can get
jobs in another community. The relocation allowance covers transporta-
tion costs and moving expenses, and amounts to a lump sum of two and
one-half times the average weekly manufacturing wage, currently about
$230.

Trade adjustment allowances are paid to eligible workers. They are in
an amount equal to 65 percent of the worker's average weekly wages or to
65 percent of national average weekly wages in manufacturing, whichever
is less. Payments continue for 52 weeks, but may be extended to 78 weeks
if the worker is participating in an approved training program.

As of September 1963, no workers had received special adjustment as-
sistance as provided under the act. Four groups of workers did petition the
Tariff Commission for a determination but were turned down.

Summary

The services performed by the USES indicate clearly that it is more than
a simple labor exchange. It is in the process of becoming a manpower
agency concerned with the development and utilization of the nation's hu-
man resources. The USES's programs have been extended and refined in
response to specific needs for employment services, either by particular
groups or by the whole labor market. Except for the responsibilities as-
signed by law in the Social Security Act, ARA, MDTA, Public Works Ac-
celeration Act, and the Trade Expansion Act, most of these changes have
been made within the basic framework of the Wagner-Peyser Act. Thus,
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the demands of society have been the primary thrust in the evolution of the
programs of the USES and its affiliated state agencies. Recent legislative
assignments, especially those dealing with training activities, have broad-
ened the scope of the Employment Service.

While the Employment Service has been expanding its employment and
manpower services, it has had to deal with a number of important prob-
lems. Some of these stein from the very expansion of services; others,
from its organizational structure and from the administration of the fed-
eral-state system of public employment offices. We have selected for dis-
cussion in the following chapter those problems which we consider to be
among the more important ones.
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V. Developing Problems and Issues
The USES faces a number of problems which suggest the need for a
thoroughgoing reappraisal of its objectives, areas of service, structure,
methods of operation, and performance. In addition, there is the question
of relationships with largc firms and other channels of hiring, notably pri-
vate fee-charging agencies and college placement bureaus. Since we cannot
undertake an exhaustive review of all of them, we selected for discussion
several of the more outstanding problems.

For Whom Is the Employment Service Intended?

The critical question is: To whom should the Employment Service be
available? Should it limit its placement activities only to the unemployed,
or should it serve any legally qualified worker, employed or unemployed,
who registers? There has never been any intention to limit the Employment
Service to placing only unemployed workers. While the unemployed need
service, in the aggregate they form a small, albeit iniportant, part of the
nation's manpower resources. If the Employment Service is to play a major
role in labor market transactions, then it must serve actively both em-
ployed and unemployed.

Recent census data show how important it is that the Employment Serv-
ice make its resources available to all workers desiring assistance. Unem-
ployed workers account for about 20 percent of all new accessions in the
labor force; new entrants or reentrants into the labor market, another 20
percent. The remaining 60 percent an3 workers changing from one job to
another without any significant. priod of intervening unemployment. In
c:oncentrating solely on placing unemployed workers, the Employment
Service would exclude many persons needing placement help.

There are potential dangers in serving the employed, but they are not
sufficient reason for excluding them. If the Employment Service is too ag-
gressive in placing employed workers, some of the employers might charge
it with pirating. When the local office has employer orders but no qualified
workers readily available for referral, it does recruit. However, in so doing,
it must exercise utmost discretion. The employed worker may not want his
current employer to know that he is seeking a change, or the prospective
employer may not want to be charged openly with raiding another employ-
er's work force, especially if both are located in the same community.

Another area which has generated considerable discussion and at the
same time has affected the image of the public employment service is serv-
ice to the special applicantsinexperienced young workers, older work-
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ers, and the physically handicapped. Aside from the priority for veterans,
there is no law or regulation requiring preferential placement for special
groups. The Employment Service has a legislative responsibility for offer-
ing specialized services to the young workers and the physically handi-
capped. The older worker program developed in response to community
pressure. Promotional campaigns on behalf of special applicant groups
imply that the Employment Service favors them. This is not the case.
Special techniques are necessarily used to provide placement assistance
to them.

Services to the special applicant groups have gradually tended to be-
come special programs and activities with the result that the placement
function has become fractionalized. At times, the local offices concerned
with these special applicant groups may appear to neglect the majority of
applicants -- the mainstream group who have no specific problems of
age, handicap, or inexperience, but who are, for one reason or another,
looking for jobs. Each local office must recognize that a group requiring a
special type of service does not automatically warrant a separate program,
or even a subprogram, within the placement service. The paramount cri-
terion is that all job referrals be in line with the applicant's qualifications.
Special techniques are intended only to make sure that this criterion is
met. There must be a balanced program of services for all applicants, and
the activities in behalf of special applicant groups must be closely integrat-
ed with the mainstream placement transactions. Failure to do so will
strengthen the view, held by many hiring officials, that the public employ-
ment service is primarily concerned with disadvantaged segments of the
labor forcethe economically underprivileged or the occupationally less
suitable worker.

The capability of the Employment Service to resolve the employment
problems of these special applicant groups is limited. Their problems are
not the sole responsibility of the Employment Service. These are commu-
nity problems, and community resources must be involved in their resolu-
tion. The Employment Service can help through counseling, testing, and
job development activities. It can work with other community groups, such
avl schools and community service groups, tc enhance the employability
of the special applicant groups.

To return to the question: To whom should the Employment Service be
available? such fundamental changes have taken place in the nation's labor
market during the last decade that almost everybody is a potential user of
the Employment Service. The types of placements made by the USES be-
tween 1952 and 1962 dramatically reflect these changes (Table 8) . Mana-
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gerial and professional placements increased 187 percent, and clerical and
sales went up 46 percent. Skilled workers rose 3 percent, and semiskilled
increased 6 percent. Placements of unskilled workers dropped 25 percent.
Data on different categories of service occupations have been available
only since 1955; the figures between then and 1962 show that placements
in service occupations, excluding domestic workers, increased 30 percent.

Today's labor market emphasizes brains, not hands. This trend will ac-
celerate in the years ahead, presaging a need for radically overhauling per-
sonnel policies and practices. The proportion of staff specialists, engineers,
scientists, technicians, and other highly skilled workers relative to total
employment in industry has been steadily increasing, while the proportion
of production workers has declined. According to Bureau of Lab-r Statis-
tics data, between 1947 and 1962 employment in manufacturing increas-
ed nearly 10 percent, from 15.5 million to 16.9 million, while the number
of production workers declined from 13 million to 12.5 million, a drop of
4 percent; nonproduction workers in manufacturing during this period in-
creased from 2.5 million to 4.4 million, a whopping gain of 76 percent.

The implications of these labor market trends for the Employment Serv-
ice are clear. The need for high talent manpower will demand greatly in-
tensified work in counseling with special emphasis upon preparation for
the "brain" jobs of the future. In conjunction with this, the Employment
Service must strengthen its relationships with colleges, universities, and
technical schoolseducational institutions which must carry the major re-
sponsibility for equipping tomorrow's workers with the skills they will need
to compete realistically in the labor market. This brings us to our next
problem.

Relationships With Colleges and Universities

At the end of World War II, the Employment Service began to assist the
increasing number of college students entering the labor market. Its basic
objectives in doing so have been:

1. To render a better service to the number of college students seeking
employment assistance.

2. To do a better job of supplementing the placement efforts of the edu-
cational institutions.

3. To provide an effective recruitment and selection method for on-
campus employment.'

'Carl F. Fryhling, "Youth Task Force: College Placement Phase," Report of Second Meeting
of Committee on Employment Service Programs and Operations, held in Washington, D. C.,
July 25-27, 1961 (Washington: Interstate Conference of Employment Security Agencies, 1961),
p. 20.
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The state employment services turned their attention to college cam-

puses because they share the responsibility for meeting the nation's grow-

ing necd for professional, technical, andmanagerial personnel. Employers,

institutions of higher learning, and government--all have responsibilities

to make optimum use of the nation's limited professional human resources.
Educational institutions are among the imponant resources for such per-

sonnel. State employment services may recruit from all sources, including

college campuses. Upon request, they supplement existing college place-

ment services. Furthermore, they meet special needs.
Many small colleges and two-year institutions do not have placement

services; nor do such schools attract many employer recruiters. There are

many employers whose needs for professional personnel do not justify the

expense of their visiting a number of colleges to do recruitment. Many of

the students who need placement assistance receive little or no help. One
placement director pointed out that even at a large university with a nation-

ally recognized placement bureau some students seeking employment,
either full-time or part-time or summer work, cannot be placed.2 The ap-

proximately 1600 college placement bureaus in the nation do not serve all
their graduates; they leave a large number to shift for themselves. Dropouts

are not usually served.
The activities of state employment services on college campuses do not

appear to be extensive. The USES sought information on the kinds of
placement activities which state employment services or their local offices

have arranged for university, college, or junior college students; dropouts;
and graduates. A questionnaire was sent to the state agencies in January

1963 in an effort to obtain information on college placement activities.

Data on the results were obtained from BES.3 According to this survey,

state affiliates maintained full- or part-time placement operations on 48
campuses. These affiliates reported that from September 1961 through
August 1962 their placements of college students in all occupations totaled
39,369, of which 26,463 were permanent placements and 12,906 were
short-time placements. Managerial and professional occupations ac-
counted for 10,262 of the permanent placements.

The survey, however, does not cover the full extentof college placement

activities. State employment services and local offices maintain active
relationships with some colleges and universities but do not maintain full-

or part-time placement operations on the campuses.

:Interview by Daniel H. kruger with John t Kinney, Director of Placement Bureau, Michigan

State University, East Lansing, Michigan.
3nIteport of Students, Dropouts and Recent Graduates," USES Program Letter No. 1387

(Washington: U.S. Department of Labor, Bureau of Employment Security, January 7, 1963).
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A lack of understanding clearly exists between college placement offi-

cials and the Employment Service. The College Placement Council, work-
ing with the Chamber of Commerce of the United States, has been conduct-
ing a vigorous campaign against the Employment Service's activities.
This campaign has been waged in naOnal magazines and in letters to
presidents of colleges and industrial firms. Among the objections raised
are that Employment Service recruitment activities on campus encroach
upon the private domain with "long-run implications of Federal control of
employment of professional and nonprofessional persennel";4 Employ-
ment Service personnel lack necessary qualifications; high quality in col-
lege placement requires personal interest in the student and close contact
with the faculty, which can best be maintained by the college placement
bureaus; the Employment Service threatens the very existence of college
placement service; campus placement by the USES is a governmental
intrusion which jeopardizes employer-college relationships developed
through years of cooperation; and the Employment Service should limit
its role to assisting "dropouts and unemployable graduates."5

The USES has sought to clarify the misunderstandings with college
placement officials. In the summer of 1962, the first of several meetings of
the regional presidents of the College Placement Council and USES offi-
cials was held in Washington to discuss their relationships. In addition, the
USES prepared a statement OD placement of professional personnel for
guidance of state affiliates. It noted that since the universities and colleges
are one of the most important recruitment souras for professional, techni-
cal, and managerial personnel, the Employment Service wants to establish
cooperative working relationships with them in order "to do a more effec-
tive professional placement and simultaneously help in the task of aiding
students about to enter the labor market to make a satisfactory transition
from school to work."6 Its employment services are made available to
supplement existing placement activities when requested by college place-
ment office and other officials.

Arthur S. Flemming, President of the University of Oregon, has aptly
described the role of the USES in college placement activities, and his re-
marks summarize succinctly what we have been saying. It must, "in the
interest of this nation, using its human resources in the most intelligent

o`U. S. Employment Service Moves in on Colleges," Nation's Business, Vol. L, no. 6 (June
1962).

Roc. cit.
4"Employment Service Assistance to Institutions of Higher Learning," attached to U. S.

Employment Service Program Letter No. 1269 (Washington: U. S. Department of Labor, Bureau
of Employment Sscurity, November 16, 1962), p. 1.
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manner, continue its efforts to develop meaningful relationships with in-

stitutions of higher education in the placement area. . . . The USES should

be concerned with the placement of college graduates . . . [the USES] has

resources and facilities available that no college or-university operating by

itself has. The activities of the college placement offices and the USES are

not an either-or proposition. It's a both-and proposition, and when the
College Placement Council and the U. S. Chamber of Commerce try to put

it in a frame of reference of being either-or, they are rendering a great dis-

service to the college graduate and to this nation." Further, he pointed out

that if "you add together the resources of the best college placement office

in the country and the resources of the USES, there is still need for addi-

tional resources if the right job is going to be done for the college graduate

and for the nation in terms of utilization of our resources in am intelligent

manner."7
On September 25, 1963, the USES and the College Placement Council

reached art accord which, while not eliminating all the differences, does

provide the foundation for a working relationship.8 The respective roles

of each were clarified, and the Employment Service set forth ways in

which it could assist college placement and recruitment.

Relationships With Private Employment Agencies

In expanding its services, the Employment Service is running into another

source of organized opposition from the private fee-charging employment

agencies and their national associations. The attack on the public em-
ployment service is being directed at members of Congress in order to

bring about a cutback in employment service operations. These agencies
have mushroomed in the last 20 years. Some observers think that this im-

pressive growth reveals a fundamental weakness in the Employment Serv-

ice or in whit its local offices have to offer both workers and employers.
Others assert that these agencies have grown in response to particular
needs, namely locating for empbyers qualified workers in shortage occu-

pations, such as engineers and secretaries, or in supplying babysitters and

other part-time employees. Whatever the reasons, it is clear that an in-
creasing number of people are willing to pay a job-finding and worker-find-

ing service in preference to using the public employment service. We

1Proceedings of the 26th Annual Meeting of Interstate Conference Employment Security

Agencies, Portland, Oregon, October 1-3, 1962, address by Arthur S. Flemming, pp. 5849.

'Letter of October 17, 1963, from Robert C. Goodwin, Administrator, BES, to John M. Brooks,

President, College Placement Council Inc., and announcement of College Placement Council

to its associate! and employing organizations (no date).
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should take a hard look at the possible reasons for the growth of these fee-

charging agencies. Is the Employment Service's participation in the na-

tion's hiring transactions not keeping pace with the labor potential because
of an unfavorable image, or is it a matter of employers and workers not

being aware of its services?
No data on the volume of placements made by private agencies are

available. The growth in their number does not properly measure their
importance in the labor market. There are basic differences between the

public and private agencies. The private agencies are interested in place-

ment activities only, and are not restricted in their administrative and op-
erating policies. They can refuse to consider applications from the hard-

to-place job seekers and can go along with employers' prejudices about

race and color. Furthermore, they can do "custom made" jobs by care-

fully selecting the workers and employers they choose to serve. Private
fee-charging employment agencies render a service that the Employment

Service cannot perform. They can skim off the cream of high-level, scarce,
employer-financed placements. They do not have to serve the entire na-

tion's labor force.
The Employment Service, on the other hand, furnishes a broad scope of

services to the community, which we discussed in chapter IV. It is evident

that the Employment Service is more responsive to public policies and

manpower needs than the private fee-charging agencies. Its primary pur-

pose is to meet the manpower needs of the community and to provide serv-

ices essential to the maximum utilization of the nation's work force. Pri-
vate fee-charging agencies meet manpowerneeds in order to make a profit.

Some agencies, however, have been charged with shabby practices, such

as taking advantage of workers by referring them to short-duration place-

ments just to collect fees and sharing fees with employers. In 44 states the

activities of these agencies are subject to regulation. Much of the regula-

tion, however, is weak, with the result that abuses, according to Under

Secretary of Labor John F. Henning, are "all too common."9
When the federal. government established a national system of public

employment offices, one might have predicted early death for the private

fee-charging agency. Why should workers pay to get a job when they
could get one through a public agency? Why would tax-conscious employ-

ers list job openings with fee-charging agencies when local employment of-

fices maintain registration and placement services? Yet, the private fee-

'John F. Henning, address before 50th Annual ConventTon of the International Association
of Personnel in Employment Security, July 2, 1963, Chkago, Illinois. for a discussion of state

laws, seeState laws Regulating Private Employment Agencies Bulletin 209 (Washington: U.S.

Deportment of Labor, Bureau of Labor Standards, 19601, pp. 27-124, especially.
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charging agencies have not only survived, but have grown and prospered.
Between 1940 and 1958, they increased about 150 percent in 18 states
(table 4). The Bureau of Census data also show a decided nationwide in-
crease. These data cover all agencies in 48 states, not just those licensed
under state laws, and show a rise from 2,231 in 1948 to 3,892 in 1958, a
gain of almost 75 percent.

Along with the increasing number of licensed private fee-charging
agencies, commercial manpower services such as Manpower Inc., and
Kelly Girl Service have been established in recent years. These compa-
nies are, in a sense, labor brokers. Primarily, they perform office services
on a contractual basis, with the personnel remaining on the agency's pay-

Table 4

Number of Private Employment Agencies
in States Requiring Licensing
1940-1941 and 1958..1959

State 1940-41 I 1958-59 Percent Change

California 258 806 212.4
Colorado 17 103 505.9
Georgia 21 94 347.6
Hawaii 10 26 160.0
Iowa 20 25 25.0
Kansas 10 5 50.0
Kentucky 7 29 314.3
Maryland 65 79 21.5
Michigan 93 227 123.1
Minnesota 25 91 264.0
Nebraska 13 29 146.2
New Jersey 156 178 14.1 .

New York INA 1,304
Ohio 85 223 162.3
Oklahoma 11 40 263.6
Pennsylvania 207 432 108.7
Rhode Island 16 18 12.5
Texas 57 263 186.0
Wisconsin 6 15 150.0

Note: 1NAInformation not available.
Sourar: U.S. Department of Labor, Bureau of Labor Standards, State Lows Regulating Private

Employment Agencies, Bulletin no. 209 (January 1960), p. 25.
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roll. These firms are particularly effective in recruiting workers who are

interested in part-time work. They offer employers the advantage of get-

ting their office routines performed by qualified workers without putting

the workers onto their payrolls, handling income taxes and Social Security

taxes, bonding them when necessary, etc. The local franchises for these

operations are awarded frequently by the companies to operators of al-

ready existing private fee-charging agencies. They appear to be legal em-

ployers. There is some question, at least in some states, as to whether the

Employment Service should receive and fill job orders from such firms.

Some states maintain that it would be against public policy for state em-

ployment services to cooperate witlr private fee-charging agencies since

the public employment service operates on the principle that no worker or

employer should be required to pay a fee to get a job.10 The growth of such

firms on the national scene poses a further problem for the Employment

Servicewhat should be the relationship, if any, between the two, and

exactly what role do these organizations play in the total hiring transac-

tions in the labor Market?
The activities of the private fee-charging agencies and labor brokers

need critical examination. Existing legislation, as we noted, is very weak.

Standards are needed, and state regulatory agencies should be strength-

ened so that they can actually police the intrastate private fee-charging

agencies. Where such agencies operate in interstate commerce, they should

be covered by federal regulations. All agencies should be required to file

annual reports of their placement activities and their fee schedule with the

state or federal regulatory agency.

Federalization Versus Federal-State System

It has been argued by some groups, notably the AFL-CIO, that many criti-

cal problems facing the Employment Service would be resolved if Congress

would nationalize it. Such action has both advantages and disadvantages.

On the plus side, a truly nationwide employment service would come into

being with national direction and proper implementation at the state

level. Cooperation among the states, especially in inter-area recruitment,

'vitt:lotions with Union and Other Non-Fee Charging Placement Agencies and with Private

Fee-Charging Employment Agencies," Report of First Meeting Committee on Employment Serv-

ice Programs and Operations, held in Washington, D. C., April 21-23, 1959 (Washington: Inter-

state Conference of Employment Security Agencies, 1959), p. 3.
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would be assured. Local office operations would be more standardized,
remedying the current uneven quality of performance among tip states.
There would be better control of new programs. One of the difficulties in
evaluating the USES is that there are many different state systems oper-
ating under its banner. More standardized operation would make pos-
sible more meaningful evaluations and would provide for better cost
control.

The Employment Service operates under many different names in the
states. In many states, the Employment Service operates in the Employ-
ment Security Commission; in some states, the Industrial Commission; and
in still others, the Department of Labor and Taidustry. This in itself is con-
fusing since many people do not understand what these agencies do. The
public does know what an employment agency is. A national employment
service would permit national advertising which would more clearly iden-
tify and define the employment service and help more effectively the large
numbers of persons moving across state lines each year. A federal office
would have labor market information readily available for the entire
country.

Employment Service personnel would also improve because the gener-
ally higher federal salaries would attract better qualified staff. The salaries
of many state agencies are too low to attract and retain competent staff.
For example, in one of the central states, the employment service state
director in charge of all district office operations has a monthly salary range
of $600 to $803, while in another state the field supervisor range is $626 to
$811. With such salaries, the state systems have lost many competent em-
ployees over the years. Some of the ablest employees have entered the
federal service; private industry easily lured away others. Where state
salaries, fringe benefits, and opportunities are significantly below those in
the federal service and in private industry, progressive deterioration of
the quality and performance of personnel is almost inevitable. Since many
state administrators are appointed by governors, some observers believe
that turnover in top administrative positions would be substantially re-
duced and that better management would result by filling those jobs from
federal civil service rolls. Under a national system, needed personnel could
easily move from state to state; centralized training activities would be bet-
ter and more complete; and tax funds would be more equitably distributed.

Proponents argue that the emphasis on adequate military preparedness
demands nationalization of the Employment Service so that it will be ready
for national emergencies. During World War II, the federal government
had to take over the operation of the Employment Service and did a highly
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effective job. Nationalization would probably permit better coordination of

civil defense activities.
It is highly improbable that the present system will be scrapped and

that each state will operate its own employment service. If that were to

take place, the Federal Unemp/oyment Tax Act would have to be re-

pealed; each state would then levy its own tax and finance its own employ-

ment security agency. At no time, as far as we know, has the Interstate

Conference of Employment Security Agencies, or any state agency, urged

that serious consideration be given to repealing this act so that the states

could proceed on their own to develop an independent employment service.

It is highly unlikely that any real support for an independent state system

will develop in the immediate future. One hears complaints from the state

administrators from time to time, but this is like a parlor game. They may

commiserate with each other about the policymakers in Washington, grow-

ing bureaucracy, and the like, but are far from open revolt against the

current system. One reason for the lack of enthusiasm for independent

state systems is that some people fear the state legislatures would be less

generous with administrative funds than the Congress has been. On the

whole, state legislatures have not given much attention to their employ-

ment services. Furthermore, state employment service officials may not

want to choose between less state money with more of their own control or

more federal money with less control of their own."
Current prospects for federalizing the system are dim. If the present

Administration should press vigorously for such action, it would un-

doubtedly antagonize many members of Congress. This, in turn, would

probably make it difficult to muster congressional support for the Admin-

istration's total legislative program. In the absence of federalization,

strengthening the present system is essential.

There are sound reasons for maintaining the present system. In the

words of a state employment service administrator who has worked under

both systems, "Most of our successful employment service promotional

programs have stemmed from the fact that they have become identified as

state or local programs and not programs of a 'remote' federal bureau. . . .

My experience has been that it is easier to achieve [this.] local support

under the Federal-state system than it is when requests for this support

come from and are identified with a federal agency." He goes on to add, "I

HEdison L. Bowers and William Papier, The Employment Security Elephant, presented at

the Employment Security Conference of the Alabama Chapter of the international Association

of Personnel in Employment Security on March 27, 1958 (University, Alabama: University of

Alabama, 1958), mimeographed. A provocative discu:sion of the reasons why state agencies

have not pressed vigorously for repeal of the Federal Unemployment Tax Act.
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don't feel strongly on this point . . . it isn't the organization that counts,
rather it's the people who run it. . . . If the right leadership is available in
the public employment service, it will succeed under either system."12

Another factor is the complexity of the country. Local labor markets
differ. Each community and region is influenced by local practices which
have to be considered in making any program effective. Such individual-
ized community attention, it is maintained, can be best achieved through
the iederal-state system. One administrator summed it up: "I don't be-
lieve that it is economically feasible to design and supervise a program as
complex as the Employment Service from the Washington level." He also
pointed out, "there is nothing more frustrating than to be found out of
conformity with some Federal regulation. . ."13

In theory, the federal-state system offers a unique laboratory for experi-
mentation, but to make the system work, the states must do a more effec-
tive job. If, however, the states show little interest in assuming the full re-
sponsibilities, the present system will, in all probability, give way to com-
plete federalizationin fact, if not in statute. The type of system needed is
but one aspect of the current discussions concerning the improvement of
the Employment Service. Another important problem is the type of organi-
zation best suited for effective administration.

Separation of the Employment Service and
Unemployment Compensation

The question of employment service organization and administration dates
back to its inception (see chapter III for a full description). More recently
the discussions center on separation of the employment service from the
unemployment insurance system. The Executive Council of the AFL-CIO,
in its resolution of June 29, 1961, urged a complete separation of the two
both at the federal and state levels. At a meeting of the Conference of
Executives of Employment Security Agencies held in October 1961, a
committee report, while lacking complete unanimity, advocated separation
of the two functions. The subject has long been discussed within some
agencies of the federal government, notably the Department of Labor;
Department of Health, Education, and Welfare; and its predecessor, the
Federal Security Agency. The Bureau of Employment Security for sev-
eral years has been formulating plans for separation of the employment

"Letter from anadministrator in a western state to Daniel H. Kruger.

13Letter from an administrator in one of His Rocky Mountain states to Daniel H. Kruger.
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service and unemployment insurance operations in the large metropol-
itan areas. New arrangements were made during fiscal 1962 in most of
the 55 largest cities in the country. These changes will be discussed later
(see pp. 106-109 ) . Therefore, the issue is one which may be in the proc-

ess of resolution, at least in part.
To put the discussion in perspective, we shall briefly review the major

considerations involved. The employment service and unemployment in-

surance programs were brought together in an integrated organization in
1939, primarily for the purpose of administering the "work test" for unem-
ployment insurance so as to minimize improper payment of benefits.
There were important advantages for the Employment Service through this

arrangement. Better and more stable financing was available through Title
III funds of the Social Security Act. Through the work test, it had access to

a large group of applicants.
The Employment Service has, however, paid a price for integration.

Its poor image is mainly the result of serving large numbers of unemploy-

ment insurance claimants. Local offices jammed with unemployed claim-

ants were unattractive and probably discouraged many a nonclaimant from
coming in for help. This condition has fostered the impression that the
local public employment office is the "unemployment office." With such

an image, the Employment Service lost the confidence of many prospective
applicants and employers interested in skilled, professional, and technical
workers. Furthermore, integration resulted in employment service person-

nel performing claims-taking and other unemployment insurance duties.
Thus, when unemployment is rising, the local staff, instead of intensifying

its efforts to find jobs and provide placement services, is busy processing
the increased claims load. If the state unemployment insurance adminis-

trator does not provide temporary help for peak loads, the local office
manager in an integrated office has no choice but to use employment serv-

ice personnel.
Against this background, we shall summarize the arguments for and

against the separation of employment service and unemployment insur-

ance functions. Those presented here are a composite of discussions held
with a number of federal and state administrators and reports of the Inter-

state Conference of Employment Security Agencies and the Bureau of
Employment Security. Among the arguments advanced for separation are:

1. It would eliminate the stigma of being an unemployment office.

2. Tho Employment Service would have an opportunity to prove its

own value.
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3. Separate functions would attract better qualified personnel to each
because of the ability to specialize. Both the Employment Service
and Unemployment.Insurance Service could concentrate more in-
tensively on their respective responsibilities. The programs are
becoming so complex that a high degree of proficiency can be ob-
tained in only one areaeither employment service or unemploy-
ment insurance. Even within each function, specialization exists.

4. The Employment Service is becoming increasingly involved in activ-
ities which are of little or no concern to unemployment insurance
operations, for example: its programs for youth, older workers, and
the handicapped; its training activities under ARA and MDTA; in-
dustrial development; counseling, testing, and professional place-
ment; and dissemination of specialized labor market and occupa-
tional information.

5. The Employment Service is designed to provide assistance to both
worker and employer. It cannot maintain such a role when it must
enforce unemployment insurance regulations.

6. It would stop the borrowing of employment service personnel during
peak unemployment insurance claim loads.

7. In many states, unemployment insurance operations dominate the
employment security program with the result that state administra-
tors do not give sufficient direction to unployment service activities.
In this connection, the observations of a state -'' or of an employ-
ment service are noteworthy:

I have observed, over the years, the appointment of poli-
ticians, many of whom are lawyers, to head the Bureaus
of Employment Security in other states. They soon be-
come involved in changes in the Unemployment Insurance
Law, labor pressure for increased benefits or duration,
unemployment insurance hearings and prompt payment
of claims, to the extent that the employment service is
largely ignored.14

Among the argdments advanced against separation are:
I. It is but one additional step towards federalization of the employ-

ment service and subsequently to a federalized unemployment in-
surance program.

Metter from a state employment servke director in the Midwest to Daniel H. Kruger.
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2. It wilt be more costly since additional personnel and facilities will be

required.

3. With all the national emphasis on unemployment, "nothing should be

done to weaken the agency which deals with unemployment."15

4. The unemployment insurance tax dollars should be used to assure
that bcnefits are paid only to those qualified under the laws. This can

best be achieved within an integrated organization because it pro-
vides a better opportunity for protecting and conserving uneinploy-

ment insurance funds.

5. There will be "better employee morale, since frequently under a
separate function, one unit is busy while the other is not. Inequitable
distribution of work engenders dissatisfaction among personnel, par-

ticularly at claims itinerant points."16

It has been argued that separation should be only at the local office
level because "little can be gained by separating administrative functions

such as Research and Statistics, Training, etc."17 This may be questioned.
While the impact of unemployment insurance operations on the Employ-
ment Service is greatest in the local office, it also adversely affects the state
administration. The Employment Service is concerned with areas of re-
search which have nothing to do with the payment of benefits. Required
operating statistics are entirely different in the iwo programs. There are
significant differences in personnel requirements and training. The Unem-
ployment Insurance Service uses claims takers, auditors, claims examin-

ers, investigators, and lawyers; the Employment Service uses interviewers,
counselors, occupational analysts, labor market specialists, and test ad-
ministrators. The overriding reasons for separation of the two functions

rekte to creating an image of professional competence within the Em-
ployment Service. If separation is to be effective, it must occur at all lev-

els of operations federal, state, and local. Serious administrative diffi-

culties would result from separation only at the local level.
Assuming that there are cogent reasons for separating the functions,

both at the state and local levels, we must consider certain important legal
and political aspects. Forty-five of the state unemployment insurance laws

specifically provide for the inclusion of the employment service in the same

Istewis F. Nicolini, et ol., Separation of the Employment Service and Unemployment Insur-

ance Functions: Is It Desirable? (Williamsburo, Va.: Conference for Executives of Employment
Security Agencies, October 19, 1961), p. 2.

p. 1.
p. 2.
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agency which administers the unemployment insurance program. To effect

separation in most of these states, if not in all of them, would require legis-

lative action. Amending state laws would undoubtedly encounter, many

political difficulties. Employers and their organizations would probably op-

pose such action on the grounds that the "work test," that is, availability

for work, would be weakened and many claimants would receive payments

to which they were not entitled. State employment security administrators,
likewise, may oppose this move in an effort to preserve their jurisdiction

over both programs. It is almost axiomatic that administrators do not like

to dismember their own organizations.
Complete separation of these functions would also affect several federal

agencies. Probably there would be some effort to place the unemployment
insurance program in the same agency administering the old age survivors

and disability insurance program. In 1935, when the Social Security Act

was passed, the Bureau of Unemployment Compensation was established

in the Social Security Board. In 1949 it was transferred to the Department

of Labor where it was combined with theUSES in a new bureau called the

Burea;i of Employment Security. If all social insurance programs are ever
brought together into one single federal agency, the unemployment in-
surance activities would probably be transferred from the Bureau to that

agency.i8
Financing a separate employment service might present another set of

problems. There is little doubt that it could have expanded in the 1930's
without the administrative grants obtained as a result of the federal unem-
ployment tax. We do not know whether the Employment Service could

continue to be financed from unemployment tax revenues, except for the
administration of the work test. Since all of its activities (e.g., youth, older

worker, labor market information) are heavily weighted in the public in-

terest, a strong case could be made for financing these activities from gen-

eral tax revenues or for making some other arrangement (see pp. 114-
116). Although separation would require more funds than an integrated
organization, the expected results in service to the community would jus-

tify the increase in administrative costs.
Reorganization of the USES could probably resolve the existing prob-

lems within the Employment Service. In chapter VI, we shall discuss this
reorganization and other pertinent problems affecting the Employment

Service.

11For a discussion of a comprehensive social insurance system, see, for example, Domenico
Gagliordo, American Social Insurance, rev. ed. (New York: Harper & Brothers, 1955), especially

pp. 635-37.
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The Placement Record

From the standpoint of job placements the heart and core of all local
public employment office servicesthe record of the Employment Service
has failed to keep pace with the growing labor force and expanding em-
ployment levels. Former Secretary of Labor Mitchell, speaking before the
1958 Annual Meeting of the Interstate Conference of Employment Secur-
ity Agencies, stressed that "the Employment Service stands or falls upon
its main purpose, placement, and that all subsidiary activities fail when
placement fails."19 He noted that there had been a steady decline in the
activities of the Employment Service and that if it continues, the Service
would affect so small a proportion of the nation's workers that it would be-
come questionable whether the expense of maintaining it would be worth
while. In his view, the public expects the Employment Service to do a bet-
ter job than it has done.

What has been the placement record for the period 1952-62? Our atten-
tion here is on nonagricultural placements. As indicated in table 5, place-
ments increased 224,000, a gain of 3 percent, while employees in non-
agricultural establishments rose 13 percent during this period. If short-time
placementsthose of 3 or less daysare excluded, nonagricultural place-
ments declined 5 percent. Excluding household workers, but including
short-time placements, there was a gain of one percent. Finally, if both
short-time placements and houseworkers are excluded, placements de-
clined 11 percent.

Turning next to nonagricultural placements by industrial classification
for the same period (table 6), we find that while total placements in-
creased 3 percent, short-time placements increased 28 percent. place-
ments in construction declined 30 percent; placements in manufac ing
declined 25 percent. Trade placements showed a gain of 22 percent, nd
household workers increased 13 percent. An impressive gain of 82 percent
was registered by other service industry placements. All other placements
declined six percent.

As indicated in table 7, 25.2 percent of the total placements in 1952
were short-ti.le placements as compared with 31.2 percent in 1962.
Placements in construction represented 10.2 percent of the 1952 total, but
declined to 6.9 percent. The proportion of manufacturing placements
dropped from 31 percent to 22.4 percent of the total in 1962. Trade rose

irAddress to Interstate Conference of Employment Security Agencies," Twenty-second
Annual Meeting of the intrstate Conference of Employment Security Agencies Proceedings,
held in Chicago, October 6-9, 1958 (Chicago: Interstate Conference of Employment Security
Agencies, 1958), p. 11.

75



Table 5

Trends in Placements by United States Employment Service,
Employees in Nonagricultural Establishments,

and Population Growth
1952-1962

(In thousands)

Item 1952 1954 1956 1958 1959 1960 1961 1962
Percent Difference

1952-62 1959-62
Nonagricultural

placements (total) 6,501 5,158 6,085 5,126 6,097 5,818 5,902 6,725 + 3 +10
Nonngricultural

placements (excluding
short-time) 4,863 3,617 4,317 3,515 4,255 4,005 4,072 4,630 + 9

Nonagricultural
placements (excluding
household) 5,287 4,019 4,852 3,987 4,859 4,580 4,624 5,351 4- 1 +10

Nonagricultural
placements (excluding
short-time and
household) 3,649 2,478 3,084 2,376 3,017 2,767 2,794 3,256 -11 + 8

Employees in
nonagricultural
establishments 48,825 49,022 52,408 51,423 53,380 54,347 54,077 55,324 4-13 + 4

Population 156,309 161,690 167,513 173,533 176,447 179,386 182,312 185,290 + 18 + 5
Sourc6: Placement data-Key Facts, Employment Security Operations (Washington: U.S. Department of labor, Bureau of Employment Security, February 1963); employment

data-Employment and Earnings, Annual Supplement, Vol. 8, no. 12 (June 1962), p. 1; population data-Current Population Reports Population Estimates, Series P-25, no. 263
(Washington: U.S. Department of Commerce, Bureau of the Census, March 15, 1963), p. 2.
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Table 6

Number of Nonagricultural Placements by Industry
in the United States'

1952-1962

(in thousands)

-

Period Total Short- 'Construe-
Time tion

Manufac-
turing Trade

Service AU
OtherHousehold I Other

1952 6,501 1,638 661 2,017 1,300 1,214 628 681
1953 6,295 1,711 571 1,943 1,282 1,233 641 624
1954 5,158 1,541 459 1,371 1,092 1,139 592 506
1955 6,052 1,739 525 1,709 1,297 1,215 692 614
1956 6,085 1,768 501 1,613 1,340 1,233 751 647
1957 5,724 1,715 432 1,432 1,270 1,217 773 600
1958 5,126 1,611 402 1,186 1,132 1,139 727 540
1959 6,097 1,842 476 1,545 1,335 1,238 891 612
1960 5,818 1,813 409 1,330 1,271 1,238 916 654
1961 5,902 1,830 414 1,303 1,350 1,278 938 620
1962 6,725 2,095 463 1,509 1,581 1,374 1,143 638

Includes Guam, Puerto Rico, and the Virgin Islands.

Source: Key Fads, Employment Security Operations (Washington: U.S. Department of Labor,
tureau of Employment Security, February 1963), p. 5.

Table 7

Percent of Nonagricultural Placements by Industry
in the United States'

1952-1962

Period
Short-
Time

Construe-
tion

Manufac-
turing Trude

Servke All
OtherHousehold Other

1952 25.2 10.2 31.0 20.0 18.7 9.7 10.5
1953 27.2 9.1 30.9 20.4 19.6 10.2 9.9
1954 29.9 8.9 26.6 21.2 22.1 11.5 9.8
1955 28.7 8.7 28.2 21.4 20.1 11.4 10.1
1956 29.1 8.2 26.5 22.0 20.3 12.3 10.6
1957 30.0 7.5 25.0 22.2 21.3 13.5 10.5
1958 31.4 7.8 23.1 22.1 22.2 14.2 10.5
1959 30.2 7.8 25.3 21.9 20.3 14.6 10.0
1960 31.2 7.0 22.9 21.8 21.3 15.7 11.2
1961 31.0 7.0 22.0 22.9 21.6 15.9 10.5
1962 31.2 6.9 22.4 23.5 20.4 17.0 9.5

*Includes Guam, Puerto Rico, and the Virgin Islands.
Note: All totals do not add up to 100 percent because of rounding off.
Source: Key Fads, Employment Security Operations (Washington: U.S. Department of Labor,

Bureau of Employment Security, F,:bruary 1963).
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from 20 percent of the total to 23.5 percent. Household workers also in-
creased their share of placements from 18.7 percent in 1952 to 20.4 per-
cent in 1962. As previously noted, other service industries showed the
most impressive gains during this period, increasing from 9.7 percent to
17 percent of total placements. The proportion of all other placements
dropped from 10.5 percent to 9.5 percent in this period.

Tables 8 and 9 show placements by occupations for 1952-62. The pro-
portion of placements of unskilled workers declined from 40.3 percent to
29.3 percent in 1962. But when placements of day workers and unskilled
workers are taken together, they still account for nearly 40 percent of all

Table 8

Number of Nonagricultural Placements by Occupation
in the United States'

1952-1962

(In thousands)

Period Total
Professional

and
Managerial

Clerical
and

Sales

Service

, killed
Semi-
Skilled

Unskilled and
Other

Total
Day

Work-
ersb

Casual
Total 'Workers'

1952 6,501 83.1 749 1,820 - 370 858 2,620 -
1953 6,295 85.4 728 1,828 - 329 829 2,495 -
1954 5,158 93.2 677 1,642 - 289 645 1,812 -
1955 6,02 103.4 804 1,802 629 330 836 2,177 492
1956 6,085 116.9 848 1,876 636 331 830 2,084 465
1957 5,724 131.7 817 1,843 598 303 774 1,854 429
1958 5,126 135.5 766 1,677 536 298 673 1,577 361
1959 6,097 152.7 886 1,911 590 343 869 1,934 426
1960 5,818 171.7 916 1,917 569 311 761 1,742 381
1961 5,902 197.4 935 1,948 579 351 769 1,702 369
1962 6,725 238.5 1,090 2,139 612 382 907 1,968 412

Includes Guam, Puerto Rico, and the Virgin Islands.
bA general term applied to employees, usually female, who work during the day and whose

wages are paid by the day.
'Male workers employed irregularly either by the hour or by the day.
Source: Key Facts, Employment Security Operations (Washington: U.S. Department of Labor,

Bureau of Employment Security, February 1963), p. 3.
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placements in 1962. There was no change in the proportion of skilled
workers placed and only a slight gain in semiskilled workers placed dur-
ing the period - about 6 percent for the former and approximately 13
percent for the latter. Clerical and sales placements increased from nearly
12 percent to 16.2 percent of the total placements. Although the propor-
tion is small, professional and managerial placements increased from 1.3
percent to 3.5 percent.

In the period 1952-62, total nonagricultural placements increased three
percent, as we noted above. Former Secretary of Labor Mitchell's sharp
criticisms of the Employment Service served a useful purpose in focusing
national attention on the USES. Furthermore, Employment Service per-
sonnel were undoubtedly stimulated to improve placement activitres.
Placements rose from 5.1 million in 1958 to nearly 6.1 million in 1959,
a significant increase of 19 percent. It should be noted that the economy

Table 9

Percent of Nonagricultural Placements by Occupation
in the United States'

1952-1962

Period

Profes-
sional
and

Mona-
gerial

Clerical
and

Sales
Service Skilled i-SeSkil

Unskilled and
Other

Total
Casual

WorkereTotal
Day

Workersb

1952 . . . . . 1.3 11.5 28.0 5.7 13.2 40.3 -
1953 1.4 11.6 29.0 5.2 13.2 39.6 -
1954 1.8 13.1 31.8 5.6 12.5 35.1 -
1955 1.7 13.3 29.8 10.4 5.5 13.8 36.0 8.1
1956 1.9 13.9 30.8 I 10.5 5.4 13.6 34.3 7.6
1957. . . . . . 2.3 14.3 32.2 10.4 5.3 13.5 32.4 7.5
1958 2.6 14.9 32.7 10.5 5.8 13.1 30.8 7.0
1959 2.5 14.5 31.3 9.7 5.6 14.3 31.7 7.0
1960 3.0 15.7 32.9 9.8 5.3 13.1 29.9 6.6
1961 3.3 15.8 33.0 I 9.8 5.9 13.0 28.8 6.3
1962 3.5 16.2 31.8 9.1 5.7 13.5 29.3 6.1

'Includes Guam, Puerto Rico, and the Virgin Islands.

bA general term applied to employees, usually female, who work during the day and whose
wages are paid by the day.

'Male workers employed irregularly either by the hour or by the day.
Note: All totals do not add up to 100 percent because of rounding off.
Source: Key Fads, Employment Security Operations (Washington: U.S. Department of labor,

Bureau of Employment Security, February 1963), p. 3.
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in 1959 was pulling out of the 1958 recession an important fact con-
tributing to the improved placement record. In 1960 placements declined
about five percent; they increased sliOtly in 1961. A new high was
reached in 1962 when 6.7 million placements were made. This was the
highest number of placements since 1945 when 9.8 million nonagricul-
tural placements were made. Between 1959 and 1962 placements in-
creased 10 percent, whereas nonfarm employment rose 4 percent. The
data indicate that in recent years the placement record has been im-
proving.

While the number of placements for professional, technical, and skilled
workers has increased substantially in the last decade, the Employment
Service has placed only an insignificant proportion of such workers. There
are, however, reasons why job placements of more highly skilled workers
have not increased to a greater extent.

The index of placement potential is not entirely related to the growth in
employment. Stability of employment transactions is also an important
factor. Most of the hiring transactions result from labor turnoverthe
need to obtain replacementsyet, in recent years, there has been a sub-
stantial decline in labor turnover. Union seniority arrangements, home
ownership, and pension plans, to mention only a few, have contributed to
the decline of both separation and accession rates. This has resulted in the
reduction of placement potential.

Further, the large increases in employment have been in industries
where the Employment Service has had few placements. Government
employment, much of which is carried out through civil service, has in-
creased 39 percent since 1952. Construction employment increased two
percent; here, the traditional hiring arrangements are through the unions.
In other industries with expanding employment opportunities for clerical,
sales, and service workers, the Employment Service has been improving
its placement record. Placements of professional and managerial workers
have also increased. The white-collar workers have generally shunned the
Employment Servicethey looked upon it as a "last resort." This view,
however, is in the process of being changed as more workers go to the
Employment Service for placement assistance.

As to the kinds of placements made, one explanation may be the special
programs of the Employment Service for hard-to-place workers. A public
agency cannot avoid meeting the employment needs of those who are most
disadvantaged in seeking work. In manyinstances, the handicapped, older
workers, new and inexperienced workers, and minority groups depend
upon the Employment Service for aid in job finding. The emphasis given
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to serving these workers may have had an adverse effect on providing
placement assistance to other workers. Second, the kinds of placements
may have been the unintentional result of the budget process which en-
abled the local office to "make money" on unskilled placements. The me-
chanics of this arrangement will be discussed in the next section.

In evaluating the Employment Service placement, it must be recog-
nized that the placement record standing alone does not tell the whole
story. Workers may have received valuable job assistance from the local
office which led to their finding a job on their own, i.e., they may have ob-
tained information as to where to look for a job. Furthermore, other
channels of hiring must be considered. Private fee-charging agencies and
commercial manpower services have grown significantly. College place-
ment bureaus and high school placement services are serving large num-
bers of job applicants. Employers* still use newspaper ads and do their
hiring at the gate. Not all employers use the local public employment of-
fice. Of the 2.8 million nonfarm establishments in the United States, only
30 percent, 851,000, used the Employment Service in 1960. Of the
220,000 major market employers in the nation the largest employers
in the community 146,700, or 66 percent, were Employment Service
users.20

Employer use of the USES in recruitment has been shown in a study by
Spriegel and James.21 In 1940, 6 percent of the 231 national firms sur-
veyed used the USES; in 1953, 58 percent of the 780 firms; and in 1957,
42 percent of the 852 firms. The relative importance of all sources of re-
cruitment of the firms in 1957 is shown in table 10. Foremen, employees,
and friends were by far the most frequently used channels of hiring. Less
than half used schools and colleges. More employers used the USES than
the private fee-charging agencies, although the difference was not great.
Only six percent of the firms used the union.

Much more analysis than a review of the national placement figures,
however, is needed to obtain a meaningful understanding of the Employ-
ment Service activities and of the extent to which it participates in labor
market transactions. In a nationwide system, sharp differences are bound
to occur among the state employment services in availability of employ-
ment opportunities, hiring transactions in the various labor markets, and

"Minutes of the National Executive Committee Meeting, held in Washington, D. C., Septem-
ber 28-30, 1961 (Washington: Interstate Conference of Employment Security Agencies, 1961),
p. 25.

2lWilliam R. Spriegel and Virgil A. James, "Trends in Recruitment and Selection Practices,"
Personnel (New York: American Management Association, November-December 1958), pp.
42-48.
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Table 10

Comparative Use of Potential Sources of Recruitment
by Employers

1957

Source
Yes No No Answer

t.
umber I Percent Number I Percent Number I Percent

United States or State
Employment Service 359 42.1 316 37.1 177 20.8

Schools and colleges 410 48.1 215 25.2 227 26.7
Private fee agencies 300 35.2 409 48.0 143 16.8
Labor unions 51 6.0 759 89.1 42 4.9
Foremen, employees,

friends, and other
miscellaneous sources 695 81.6 118 13.8 39 4.6

Source: William R. Spriegel and Virgil A. James, "Trends in Recruitment and Selection
Practices," Personnel (New York: American Management Assodation, November-December
1958), p. 45 .

in placement activities. Therefore, it is important to analyze local office
activities in relation to the labor market conditions of the area served.

!tate employment services vary markedly in their effectiveness and
public acceptance (see chart 2). The 1947-60 variations in placements for
the 'states and territories range from a decrease of 52.8 percent (Ala-
bama) to an increase of 92 percent (Arizona). Twenty-five showed an
increase; 27, a decrease. Information was not available for Puerto Rico.
Total national placements increased 1.1 percent during these years.

Chart 2 also gives a rough measure of placement penetration as Indi-
cated by the number of nonagricultural placements per 100 nonagri-
cultural employees for each state for fiscal year 1960. The penetration
rate varied from 5.1 percent (Delaware) to 34.9 percent (Nevada). The
rate for the nation as a whole was 12 percent. There were 23 jurisdictions
below and 29 above the national placement penetration rate. This is only a
rough measure of penetration, as there are significant variations in turn-
over and types of placements made in the states.

These comparisons must be used cautiously. In some instances, the
placement penetration was high in 1947; therefore, the possible increase
in placement penetration in 1960 was rather limited. Such comparisons
must be viewed jointly with the states' budgets and their actual workloads.
Budgeting will be discussed in the next section.
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Budget and Stan

We have already referred to the effect that the USES budget has on its serv-
ices. There is constant criticism that the Employment Service is under-
financed and consequently understaffed. Local offices are urged to set goals
for their activities, yet the budgeting and control of staff resources made
available to the states hamper this very goal setting. For example, in peri-
ods of peak unemployment, the 1953 study of administrative costs showed
that Employment Service staffs customarily had to take claims and thus
could not devote much time to other operations.22

The kinds of placements made also affected ,the size of the administra-.
tive grants and consequently the size of the staff. During the years 1948-
1954, short-time placements, which can be made with little effort, in-
creased sharply. Permanent placements accounted for a smaller and
smaller share of1:1e total. This trend had significant implications for staff-
ing since the size of administrative grants depended largely on the time ex-
penditure reporting system and workloads. Under this system, agency per-
sonnel recorded the amount of time they spent on each task. From this in-
formation, time per unit of workload was derived. States were generally
allowed their actual experienced unit time or a maximum s.et by the fed-
eral Bureau of Employment Security, whichever was lower.

By fiscal year 1954, the overall average placement time factor dropped
from 71.9 minutes per unit to 56.3 minutes per unit. Staff declined accord-
ingly. Between 1948 and 1954, the USES lost 2,068 positions, a 13 per-
cent cut in staff. In fiscal year 1954, several appropriation cuts reduced
the staff by another 2,062 positions. Short-time placements continued to
rise, while permanent ones declined. The USES was caught in what ap-
peared to be a vicious cycle. Staff spent more time on short-time place-
ments, which resulted in reduction of staff. The smaller staff was inade-
quate to do more than short-time placements. Local offices were being
squeezed; consequently, they apparently took the easy route making
short-time placements.

Corrective action had to be taken to lialt the attrition of Employment
Service staff caused by the budget process and types of workloads. Fur-
thermore, the USES started emphasizing more placements in professional,
clerical and sales, skilled and semiskilled jobs. With the approval of the
Bureau of the Budget in 1956, the Bureau of Employment Security intro-
duced a new budget formula which established standard unit time al-

22Study of Administrative Costs of Changes in State Employment Security Laws, Fiscal Years
1948-1952 (Washington: U. S. Department of Labor, Bureau of Employment Security, January
15, 1953).
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lowances at levels designed to permit an operation of standard quality
throughout the system. It also allowed variations in costs among place-
ments according to the five occupational categories: (1) professional
and clerical, (2) service (except day work), (3) skilled and semiskilled,
(4) unskilled (except casual), and (5) day work and casual. Since its in-
ception, the standard unit time allowance formula has been raised slightly.
For fiscal years 1959 and 1960, the following units were used:

Professional and clerical
Skilled and semiskilled
Unskilled (except casual)
Service (except day work)
Day work and casual

162.9 minutes per unit
95.1 minutes per unit
52.7 minutes per unit
74.7 minutes per unit
22.8 minutes per unit

'These five standards differentiated the complexity of each of these types
of placements. The higher allowances for professional and skilled place-
ments were an incentive to make such placements.

Also, improvements in the administration and use of the contingency
fund made it easier for state agencies to obtain funds for temporary per-
sonnel to meet peak claim loads and thus minimized the diverting of Em-
ployment Service staff away from their job duties. Congress established
the contingency principle to begin in fiscal 1950. In addition to the basic
appropriation, it provided for a contingency appropriation which varied
from 5 to 10 percent of the basic appropriation during the 4 fiscal years
1950-53. These funds are available to the states under specifications
laid down by Congress in the appropriation acts. Generally speaking, these
increased costs are due to: (1) workloads, (2) changes in state laws, and
(3) changes in state salary rates. The contingency method provided greater
flexibility in budgetary operations; adjustments required by the above fac-
tors could be made more easily.

The data on placements between 1955 and 1962 do suggest that the ob-
jective of achieving greater emphasis on professional, clerical, skilled, and
semiskilled occupations is being realized. Professional placements in-
creased about 130 percent; clerical and sales, 36 percent; service ocupa-
tions, excluding day workers, 30 percent; and skilled workers, 16 percent.
Placements of semiskilled workers rose 8 percent, and unskilled workers
dropped approximately 10 percent. Placements of both day and casual
workers dropped two percent.

While results may have been effected, the formula has important short-
comings. The standard time factor for placing a salesgirl in a dimestore is
the same as for a mechanical engineer. The "pri.,..:e" for a short-time place-
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ment (three or fewer days) is the same as for a permanent placement.
Short-time placements are usually easier to make, yet the states get the
same allowance as for permanent ones. By emphasizing short-time place-
ments, local offices can get more money. Proponents of keeping the time
factors for both types of placements equal maintain that the staff devotes
the time it saves on short-time placements to other services, such as plac-
ing the special applicant groups. In other words, the short-time place-
ments finance other employment services. By using the savings accrued
through such placements for promotion of other services, these same ad-
vocates maintain that the volume of permanent placements would in-
crease.23 Such financing, however, may encourage perfunctory activities
(for example, in the industrial services program) merely to justify avail-
able staff. We would argue that instead of using these savings to finance
"hard-to-place" job applicants or other employment services, these serv-
ices should be adequately financed on their own.

The short-time placements have taken on undue importance. This may
be due to a defect in the budget formula. Funds allowed for other related
placement services are directly proportional to the volume of actual place-
ment time. Thus, as the volume rises, promotional activities increase;
when placement lags, these activities drop off. We strongly urge that re-
lated employment services be increased when placements drop so that the
placement record can be improved. This suggests the need for a change in
the method of financing these promotional activities, especially for periods
of high unemployment.

There is still another criticism of the formula. In essence, placement ac-
tivities are compensated as piece work with all of its shortcomings. Em-
ployees in industry operating under piece work have found innumerable
ways of "beating the system," such as slowing their motions %then being
timed, developing shortcuts, and increasing their efficiency. State employ-
ees undoubtedly have found such ways. While the Bureau of Employment
Security employs cost accounting methods, it would appear that its objec-
five of paying for each product only as much as it costs has not been fully
achieved. Furthermore, the piece-work appreach tends io emphasize piling
up "tally nwks" rather than effectively serving the community.

Further criticism of the formula is that the allocations to the states
prcilide little room for future improvement. Past experience is a decisive
nizasure in allocating funds. Recently, MS has taken steps to recapture

23Report of First Meeting of Commune. on Employment Service Programs and Operations,
held in Washington, D. C., April 21-23, 1959 (Washington: Interstate Conference of Employ-
ment Security Agencies), p. 6.
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the basic budget funds allocated which are not fully justified by work
accomplished. In opposition, the Interstate Conference of Employment
Security Agencies has stated, "it is essential to proper state planning and
operation of the employment security program that the state's basic budget
allocation for a given year be treated as a firm agreement . . . not subiect
to recapture . . . "24 It contends that recapturing these funds would create
serious personnel problems in the states. Local offices that have set certain
goals for themselves may not be able to realize them if necessary staff is
unavailable.

There is another problem in the budget allocation. The objectives of
both the industrial services and placement activities seem to be inconsist-
ent with the budget formula. States receive allocations in proportion to
their past workloads, an arrangement which often penalizes a state agency
for doing a good job. For example, the Employment Service provides to
employers industrial services which are designed to cut down turnover
and absenteeism and to improve their personnel techniques. If these are
applied properly, they can help stabilize employmentthey can keep the
man on the job, working at his best skill. The very success of this person-
nel program could cut down the number of placements and leave the
agency with a diminished workload to report. Consequently, its allocation
would be adversely affected. Similarly, placing well-qualified job appli-
cants may also reduce turnover, which in turn can affect the placement
potential of local offices.

The budget has also affected staffing patterns. From 1947 to 1960, Em-
ployment Service staff declined from 12,124 to 10,460, a loss of 14 per-
cent. (Personnel are budgeted on the basis of man-years; for our purposes,
we have used man-year to mean one individual employed for one year.)
During the same period, the nation's civilian labor force increased 17 per,-
cent. In fiscal 1961, Congress made additional funds available to strength-
en the Employment Service staff by 2,500. Again in fiscal 1962, it pro-
vided funds to increase the staff by another 1,300. For fiscal 1963, the
Employment Service requested funds for 2,315 additional personnel. With
the natior.al emphasis on manpower development and utilization, these
staff resources are needed.

The allocation of staff is affected by the number of local offices, their
staffs, and the size of staff at the state offices. In June 1960, the USES and
its affiliated state agencies had over 1,800 local offices. There are three

uMinutes of the National Executive Committee Meeting, held in Washington, D. C., March
13-15, 1962 (Washington: Interstate Conference of Employment Security Agencies, 1
p. 26.
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Table 11

Distribution of Local Offices of the Public Employment Service,
by State and Number of Employees

June 1960

State
Populations
(thousands)

Offices Size of Office by Number of Employees

(total no.) 1-10 11-20 21-40 41-60 61-100 101 and over

United States 179,977 1,836 1,065 392 217 96 49 17

1:-rcent (100) (58.0) (21.4) (11.8) (5.2) (2.7) (.9)

Alabama 3,273 37 28 6 1 2

Alaska 228 7 5 1 1

Arizona 1,318 33 26 4 2 1

Arkansas' 1,788 30 22 6 1 1

California 15,850 155 87 24 19 11 14

Colorado 1,758 32 28 2 1 1

Connecticut 2,548 27 8 13 3 3

Delaware 449 3 2 1

District of Columbia 762 7 1 4 1 1

Florida 5,000 37 21 7 6 2 1

Georgia 3,949 35 24 6 4 1

Guam 67 1 1 -- --
Hawaii 642 5 4 1

Idaho 671 27 19 7 1

Illinois 10,113 59 8 31 12 6 2

Indiana 4,677 31 16 9 3 2 1

Iowa 2,761 35 28 5 1 1

Kansas 2,178 31 21 6 2 1 1

Kentucky 3,047 26 14 10 1 1

Louisiana 3,270 23 14 4 4 1

Maine 974 14 9 2 3

Maryland 3,116 20 12 7 1

Massachusetts 5,167 42 9 18 9 4 1 1

Michigan 7,848 73 44 6 11 11 1

Minnesota 3,426 35 30 2 1 1 1



Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon

00 Pennsylvania
Puerto Rico
Rhode Island
South Carolina
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Tennessee
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Washington
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4,331
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1,414
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609
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958
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4,563
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2,333
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2,349
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2,392

682
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9,617

896
391
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1,857
3,964
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15
10
10
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54
15
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111
10
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30
16
44
91
13
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2
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25
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'As of July 1, 1960.
bCombined report, Sprinjciale and Fayetteville.
'Combined report, Milwaukee, 3 offices.
Note: These are provisional figures from Series P-25, no. 239 (Bureau of the Census, December 13, 1961). For final figures, see Series P-25, no. 2.):.

(Bureau of the Census, November 21, 1962).
SCRUM Bureau of Employment Security; population data, Bureau of the Census.
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types of offices: (1) year-round, operating full time 12 months a year; (2)

seasonal, operating on a recurring basis for approximately the same period

or periods during each year; and (3) temporary, affected by circumstances

which are not seasonal in nature and operating full time for a period less

than 12 months. These offices, for the most part, have a dual purpose in

that they house both the unemployment and employment service activities

of the employment security program. Nearly three-fifths (1,065 ) of these

were staffed with 10 or less people (see table 11). About one-fifth (392)
had 11 to 20 employees. Another one-fifth (379) had 21 or more employ-

ees, of which about 12 percent (217 ) had 21 to 40 employees; five per-
cent (96) had 41 to 60 employees; 3 percent (49 ), 61 to 100 employes;
and about 1 percent (17) had more than 100 employees. New York had

seven of 'these very large offices.
We have noted that 3 out of every 5 local offices in 1960 were small,

employing 10 or fewer people. It is estimated that half of these offices had

five or fewer employees. (This estimate is based on data which the Bureau
of Employment Security collected in 1958 on the number of personnel in

each local office. At that time 566 local offices had 5 or fewer employees.)

As noted, most of the offices provided dual servicesemployment service
and unemployment insurance. If those staff members who devoted full
time to unemployment insurance matters had been excluded, the staff
available for direct employment services would have been even smaller. If

the 10,460 persons involved in direct employment services in 1960 were
allocated among the 1,836 local offices, the average employment service
staff would be about 6 persons. Assuming that the 1,065 small offices, on

the average, had three full-time employment service staff members, the
other 771 local offices would have an average employment service staff of

about 10. From this we might conclude that there were too many small

offices, resulting in a maldistribution of scarce staff. With such small staffs

in so many local offices, it does not seem likely that all 1,836 local offices

can become the manpower centers of their respective communities, sup-
plying the full complement of employment services. In some instances, the

state agency could combine several small offices into a regional office so

as to provide more extensive services. With improvements in highways,

this arrangement should be feasible and would permit more effective use

of staff.
Returning to table 11, we note that the distribution of local offices by

states rellects population and geographical differences, as well as perhaps
political considerations, such as locating an office in the hometown of an
important legislator. About one-third of all local offices are in six states
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having roughly two-fifths of the nation's population. California has the
largest number; New York, Pennsylvania, Texas, Ohio, and Michigan fol-
low in that order.

The number of offices per state apparently reflects less on population
than on geography and other considerations, e.g political. Indiana has
more than double the population of Kansas, but both have the same num-
ber of offices. Oregon has 47 local offices for 1.8 million people, while
Colorado has 31 offices for about the same population. Arkansas with less
than half of the population of Wisconsin has the same number of offices
as Wisconsin. Idaho has 27 offices for 671,000, while Connecticut has
27 offices for 2.5 million. Louisiana has about 5 times the population of
Montana, but both have 23 offices. Illinois has roughly 10 million port-
lation, but only 59 offices, whereas Michigan has 73 offices for about 8
million.

Under the provisions of Section 302 of the Social Security Act, as
amended, and Section 5 of the Wagner-Peyser Act, the Secretary of Labor
is responsible for allocating to each jurisdiction the funds necessary fof the
proper and efficient administration of its employment security program.
The congressional appropriations cover the cost of general administration
of unemployment insurance, employment service and farm placement pro-
grams, staff functions, and nonpersonal services necessary to support pro-
gram operations. In addition, separate allowances are made on a specific
state-by-state basis for starting new programs, financing demonstration
projects, and special studies.

Allocation of administrative funds is not an exact science.25 The very
nature of the federal-state relationship and the differences in state laws
relating to covered employers, proportion of covered workers, wages in
covered employment, benefit formulas, experience rating systems, hours
of work, methods of operation and compensation, and classification plans
of state agency personnel make the annual allocation of funds extremely
difficult. This allocation is always the subject of considerable discussica
among BES personnel and state administrators. At ahaost every meeting
of the National Executive Committee of the Interstate Conference of
Employment Security Agencies, the subject of financing and budgeting
receives attention.

Equitable distribution of tax funds to the states is a perennial problem.
As one state administrator put it, "I am sure a more equitable system of

nEmployment Security Review, Vol. XXIV, no. 11 (November 1957). The entire issue is de-
voted la discussion of the "Vital Role of the budget," including the allocation of funds to
state agencies and workload concepts.
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Table 12

Estimated Federal Unemployment Tax Receipts and Federal Funds
Allocated to States for Administration During Fiscal Year 1961

and Ratio of Funds Allocated to Tax Collections,
by Selected Fiscal Years

(Dollar amounts in thousands)

State

Federal
Unemployment

Tax
Collections,

1961

Federal
Funds

Allocated
to States,

1961
(incl.

postage)

Ratio of Funds Allocated
to Tax Collections

bv Fiscal Years

1961 1960 1959 1954

United States $343,284 $373,054 108.7 94.3 98.0 72.4

Alabama 4,207 4,749 112.9 103.1 107.3 85.4

Alaska 401 1,500 374.2 367.5 342.2 197.5

Arizona 2,127 4,293 201.8 191.4 198.3 165.0

Arkansas 1,880 3,602 191.6 178.1 211.5 145.7

California 34,474 44,066 127.8 99.0 105.5 91.7

Colorado 3,005 3,458 115.1 107.3 112.5 82.1

Connecticut 6,526 6,044 92.6 79.0 95.7 54.5

Delaware 1,120 850 75.9 69.3 67.4 54.6

Dist. of Columbia . . 1,892 3,141 166.0 137.9 156.7 82.3

Florida ....... . . . . 7,525 6,837 90.9 83.7 87.2 82.1

Georgia ...... .. . . 5,870 4,873 83.0 75.7 80.5 71.4

Hawaii 1,192 1,152 96.6 96.2 113.2 100.0

Idaho 879 2,202 250.5 234.0 389.6 162.5

Illinois 23,875 16,190 67.8 60.6 64.5 44.7

Indiana 9,735 6,205 63.7 53.8 63.4 40.4

Iowa 3,769 3,390 89.9 78.9 80.4 54.7

Kansas 2,927 2,620 89.5 82.2 80.8 56.0

Kentucky 3,663 4,099 111.9 102.9 107.4 72.3

Louisiana ...... .. . 4,491 4,719 105.1 89.1 85.3 76.9

Maine 1,589 1,819 114.5 101.4 109.6 74.4

Maryland 5,568 6,456 116.0 103.9 101.0 75.9

Massachusetts 12,291 13,767 112.0 99.6 104.5 85.7

Michigan 16,275 18,141 i 11.5 95.3 96.6 55.8

Minnesota ... . 5,671 4,979 87.8 85.3 87.1 70.9

Mississippi 2,016 3,744 185.7 163.3 169.6 146.4

Missouri 8,230 6,615 80.4 69.3 69.8 52.0

Montana 891 1,831 205.5 190.2 199.9 141.2

Nebraska 1,904 1,608 84.5 81.9 80.3 62.5

Nevada 744 1,531 205.8 181.4 172.6 143.5

New Hampshire ... . 1,232 1,409 114.4 106.5 115.2 101.4

New Jersey 14,064 14,383 102.3 91.7 93.1 78.6

New Mexico 1,336 2,241 167.8 148.7 145.8 126.3

New York 42,325 53,741 1"?.7.0 114.5 1108.7 i 33 8

..explea
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Table 12 (continued)

State

Federal
Unemployment

Tax
Collections,

1961

Federal
Funds

Allocated
to States,

1961
(incl.

postage)

Ratio of Funds Allocated
to Tax Collections

by Fiscal Years

1961 1960 1959 1954

North Carolina . .. 7,080 6,487 91.6 83.8 90.4 74.6
North Dakota 550 1,255 228.1 207.2 206.7 159.7
Ohio . ... . . 21,604 18,226 84.4 67.2 74.9 47.9
Oklahoma 3,128 5,356 1 71.2 123.2 128.6 90.8
Oregon 3,291 4,449 1 35.2 121.0 116.7 98.7
Pennsylvania 24,678 28,227 114.4 98.8 106.3 71.6
Rhode Island 1,901 3,484 1 83.3 149.8 154.8 93.2
South Carolina .. . . 3,247 3,530 1 08.7 101.9 111.6 90.1

South Dakota 601 955 159.0 151.7 152.1 120.0
TerincssPe 5,250 4,594 87.5 80.3 87.8 71.7
Texas 14,739 14,031 95.2 88.5 88.3 73.6
Utah 1,442 3,193 221.4 171.6 181.6 144.4
Vermont 609 1,008 1 65.6 169.7 177.6 123.1

Virginia 5,320 3,616 68.0 52.4 53.7 44.7
Washington . . .. . 5,260 7,099 1 35.0 118.7 114.6 100.1

West Virginia 2,820 2,845 1 00.9 83.1 84.2 50.2
Wisconsin 7,520 5,374 71.5 64.3 69.0 49.3
Wyoming 550 962 1 75.0 174.8 184.4 145.0

Source: 1954-60 data-U.S. Department of Labor, Bureau of Employment Security, Com-
pilation of Data on Federal Financing of Employment Security Programs, 1939-1960, BES no.
U-205 (Washington: August 1961); 1961 data-U.S. Department of Labor, Bureau of Employ-

ment Security.

distributing tax funds to the states can be devised."26 In view of the wide
variations in the allocation of funds to the states by the BES (see table
12 ), this administrator wonders "whether the national office is bailing out
inefficient administrators or inefficient operations, whether the scope of
service is beyond the state's need or whether those 100-percent-plus states
have excellent political connections."

One measure of equitable distribution is the ratio of administrative
funds to the states' federal unemployment insurance tax collections. Table
12 shows the collections and allocations for fiscal 1961 and the ratios for

nLetter of January 25, 1962, from a :tate administrator in the Midwest to Daniel H. Kruger.
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selected fiscal years. In fiscal 1961, the ratios ranged from Alaska's high
of 374.2 percent to Indiana's low of 63.7 percent. This means that for
every federal unemplqyment insurance tax dollar collected in Alaska al-
most $4 was returned. Indiana, on the other hand, received about 64 cents
of each of its federal unemployment insurance tax dollars. The ratio for
the United States as a whole was 108.7 percent, which meant more funds
were allocated than were collected from the unemployment insurance tax.
Thirty-three jurisdictions received back more than 100 percent of their
taxes. Six of these received back more than 200 percent; and one, over
300 percent.

By comparison, in fiscal 1954, there were only 16 jurisdictions receiv-
ing at least 100 percent or more of their federal tax collections. Only 1 of
the 16 jurisdictions (Hawaii ) was not among the group receiving more
than 100 percent of its collections in fiscal 1961. The ratio for the country
as a whole was 72.4 percent, with Alaska again high at 197.5 percent and
Indiana low at 40.4 percent. In the fiscal year 1959, the United States
ratio rose to 98 percent. Thirty jurisdictions received more than they had
collected in fiscal 1959. The range was from Idaho's high of 389.6 percent
to Virginia's low of 53.7 percent. In fiscal 1960, the United States ratio
was down to 94.3 percent with the range from Alaska's 367.5 percent to
Virginia's 52.4 percent. Twenty-six jurisdictions received funds in excess
of their tax collections.

There does not appear to be any pattern of distribution of funds in re-
lation to tax collections. Fifteen states did consistently receive back more
than 100 percent of their collections in each of the 4 fiscal years. In the
100-per-cent-plus there are states with large and small populations like
California, New York, Nevada, and Montana; and with large and small
geographical areas like Arizona and Rhode Island. There are no sectional
differences since there are states in every section of the countrynorth,
south, east, and westreceiving more funds than are collected. Even on a
regional basis, that is, I3ES regions, there is no significant pattern of dis-
tribution. In fiscal 1961, for example, in Region VMichigan, Ohio, and
Kenuickythe ratios were 111.5 percent, 84.4 percent, and 111.9 per-
cent, respectively, while in Region VI the ratios were: Indiana, 63.7 per-
cent; Illinois, 67.8 percent; Wisconsin, 71.5 percent; and Minnesota, 87.8
percent.

Before leaving the problems of adequate staffing and financing, we must
call attention to the level of salaries being paid in the Employment Serv-
ice. An adequate, well-qualified staff is essential, yet the salaries in many
state agencies need to be improyed if they are to attract and retain the kind
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f staff required. In July 1962, for the nation as a whole, the following
were the median minimum and maximum annual salaries for four posi-
tions in the Employment ..,zrvice :27

Median Annual Salary
Minimum Maximum

Local office manager $5,345 $6,660
Employment interviewer 4,183 5,220
Labor market analyst 4,992 6,400
Employment counselor 4,760 5,915

With such salaries, state agencies are handicapped in their bids for better
qualified personnel.

Adequate staffing and financing are critical problems in the USES. Pro-
gram improvements cannot survive unless they are reflected in realistic
budgets. We offer some suggestions for financing in chapter VI. Financing
alone will not resolve all problems facing the USES. There must be under-
standing of its role in labor market transactions. We believe that lack of
understanding of this role represents a critical problem which needs to be
resolved.

Lack of Understanding

The Employment Service has been criticized from many quarters in recent
years, especially regarding the quantity and quality of its placement func-
tions. The AFL-CIO Executive Council, in June 1961, called attention to
the failure of the Employment Service "to keep up with changes in em-
ployment and skill requirements." The Armour Automation Committee
reports that "public employment services have been of very little help in
finding new jobs for displaced workers."28

The quality and quantity of placement activities can always stand im-
provement. The Employment Service, however, cannot create jobs. Fur-
thermore, it cannot refer unqualified job applicants to jobs 1 equiring spe-
cialized skills. In placement activities, it must start with the applicant's
abilities, his strengths, and his weaknesses. Criticisms of the USES for
failure to p. Ice an unskilled worker 50 years old with a sixth grade educa-
tion must take into account the capabilities of such applicants. Further-
more, the Employment Service only makes referrals. In the final analysis,

"Sta tip Salary Ranges (Washington: U. S. Department of Health, Education, and Welfare?
July 1, 1962, ) pp. 4, 6, and 8-9.

2$ Proriss 11.port, Automation Cormittee (Chicago: Armour Automation Committee, June 19,
1961), p. 5.
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it is the employer who determines his labor force requirements and selects
and hires job seekers; and it is the worker who determines what job he will
accept and under what conditions of employment.

There are also complaints about the quality of jobs available through
the Employment Service. The Employment Service gets "quality" job or-
ders in two ways. Employers can take the initiative in listing such jobs with
the local office which, in turn, can recruit qualified applicants to fill them.
There must be a "quality" job order available before recruitment can be
made. Second, when "quality" applicants register, the Employment Serv-
ice seeks out jobs for them in the community. Through such job develop-
ment, "quality" applicants can be placed in "quality" jobs, Thus, if the
number of "good" jobs listed is to increase, employers must list them;
well-qualified applicants must register; and the Employment Service must
provide quality placement services.

Employment Service operations present conflicts of interest among
those using its service. Employers are competing for the best workers,
while job seekers are competing for the best jobs. If some employers get
the best workers, other employers won't. If some job seekers get the best
jobs, others are out of luck. Reynolds has pointed out that "these conflicts
are mediated, not through a market mechanism whose impersonalitypro-
tects it from reproach, but through an administrative procedure which is
all too readily blamed for unfair treatment."29

Another criticism leveled at the USES is that it often "undermines es-
tablished labor standards" by referring workers to nonunion shops or
low-wage-paying employers. It is not the function of the Employment
Service to determine proper employment standards. In its placement ac-
tivities, it takes into account the prevailing wage rate. It does not make
referrals to employers whose wage rates and working conditions are sig-
nificantly sub-standard. For example, if the going hourly rate in the com-
munity for a machinist is $2.50 an hour, it would not refer a qualified ma-
chinist to an employer paying $1.25 an hour. The worker, however, actu-
ally makes the decision as to the job he will accept and under what condi-
tions of employment. In a labor market where the individual makes such
decisions and where there are several channels of hiring, the Employment
Service is not in a position to protect labor standards. It does not make
referrals to strike situations.30

13-

231.loyd G. Reynolds, The Structure of Labor Markets (New York: Harper & Brothers, 1951),
271.

30For further details, see Bureau of Employment Security Manual Part II, Sections 1650-1659
on "Special Referral SituaHons."

1
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The Employment Service operates best when the economy is growing,
not only the national economy but also the local labor markets which it
serves. National economic forces affect- local labor market conditions, but
their effects are not necessarily uniform. The level of national economic
activity at a given time does not affect all communities alike because each
labor market has particular characteristics. It may be a farm-oriented,
coal mining, steel or auto manufacturing center; or it may be dominated
by defense contractors. Within each labor market, there are numerous
particular job markets, for example: for secretaries, key-punch operators,
assemblers, etc. Therefore, any evaluation of the effectiveness of local of-
fice operations must take into account the nature of the local labor market
and the various factors which affect employment levels and jobs in that
area. In Michigan, for example, unemployment may be high in a certain
community but low in another with the same size labor force. The volume
of placement activities may, therefore, vary significantly between the two
communities.

The nation's employment problems are becoming increasingly complex
due to technological changes, shifts in consumer demand, international
competition, and plant location decisions, among other things. Under its
present methods and programing, the Employment Service is not prepared
to resolve all the employment problems. ARA and MDTA will enable it to
improve employment by determining training needs and referring quali-
fied persons to training programs. The community; employers, and work-
ers, alike, cannot expect one agency understaffed and underfinanced to
solve all its employment problemsit will take a community effort with
all segments contributing their utmost, including the United States Em-
ployment Service.
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VI. Strengthening and Improving

the United States Employment Service

Since 1933 the USES has had a checkered career. It :las operated under

all kinds of situations: the most catastrophic depression in the history of

the country, the war economy with its critical labor shortages and admin-
istered manpower regulation, and the postwar period with its sharp rises

both in population and in the labor force and an accelerated rate of tech-

nological change. While adjusting to these varied external pressures, it

also experienced strong internal pressures. It was moved from one federal

department to another and back. It changed from a federal-state system

to a federal system and back to federal-state. It was never sure of its or-

ganizational status. In addition to these external and internal pressures,

came sharp criticisms from employers, workers, labor organizations, fed-

eral and state government officials, and students of labor market organ-
ization. Much of the criticism was deserved, especially as to the quality

and quantity of placements and labor market information. Nevertheless,

we must not ignore the USES's genuine gains in labor market organiza-

tion achieved in the 30 years since the Wagner-Peyser Act. Early pioneers

of the Employment Service would hardly recognize the current large

nationwide organization and its array of employment services.
In three decades of service to the nation, the USFS has made signifi-

cant strides in facilitating the employment process and in improving labor

market organization. Prior to 1933, no organized nationwide system of

public employment offices existed. Instead, poorly organized, inadequate-
ly staffed local offices operated in a relatively few communities across the

nation. Now over 1,900 local offices are affiliated with the USES.

In 1933 a systematic classification of jobs in American industry was un-

known. Today the Dictionary of Occupational Titles, developed by the

Employment Service, identifies, describes, and classifies over 30,000 jobs;

and a new revised and even more complete edition will be available in

1965.
In 1933 there were no validated aptitude tests in or out of government,

no oral trade questions, no general aptitude tests for use in counseling,

and no reliable proficiency tests for use in selecting clerical workers. The

USES can point to substantial achievements in its testing research pro-
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gram. Thirty years ago employment counseling as a service to out-of-
school youth and adults was virtually unheard of. In 1962 the Employ-
ment Service provided counseling for 2.1 million individuals and testing
to nearly 2.3 million. Over 700,000 took the general aptitude test battery
(GATB ).

In 1933 there was little reliable information about the number and
characteristics of the unemployed, labor market requirements, and the
employment problems of particular groups of workers such as older peo-
ple and youth. As a result of the USES's labor market information pro-
gram, up-to-date data are easily available on employment and unemploy-
ment and on trends in occupations and skill requirements.

Prior to 1933, the migration of workers from community to community
in search of jobs was not recognized as a major phenomenon in the labor
market. Indeed, little was known about labor mobility. Workers moved
to new locations in search of employment on the basis of rumors, humhes,
"tips," and newspaper ads. Through the USES nationwide clearance sys-
tem, an organized channel of hiring has been developed to facilitate the
movement of workers from place to place and job to job. In addition,
workers can get national labor market information about job opportu-
nities, wages, hours, and conditions of employment in all the nation's
major labor market areas.

One other major USES achievement must be notedits contribution
during World War II. It clearly demonstrated its capacity to help mobilize
manpower to meet the demands of the war effort.

Notwithstanding all these achievements, the USES needs to be strength-
ened and necessary steps should be taken to provide better employment
services. The problems of the labor market are increasing in complexity.
As a result of population growth, technological improvements, foreign
competition, shifts in defense requirements, and plant relocation, to men-
tion a few, the number of workers and employers requiring assistance has
been growing rapidly. The USES and its state affiliates have important re-
sponsibilities in the resolution of the nation's manpower problems. The
current demands being made on the Employment Service require that
ways and means be diligently sought to improve the functioning of the
present federal-state system. It would be too simple to suggest, as some
persons have recommended, that a streamlined national system is the
proper remedy for improving the Employment Service. Political realities
alone rule out this proposed remedy. Prudence therefore suggests the need
for other approaches. Some steps have already been taken to improve the
Employment Service; others are needed.
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ketitganization

Before discussing what still needs to be done, let us take a more detailed
look at the new USES created by the 1962 reorganization. The irtipetus
for the reorganization at the national level came from several sources.
President Kennedy in his Economic Message, February 2, 1961, directed
the Secretary of Labor "to take necessary steps to provide better service
to job applicants registered with the United States Employment Service."
Rarely in its history has the USES received such presidential attention.
Various groups, especially the AFL-CIO, sharply criticized the perforin-
ance of the Employment So Vice. Ftfrther, the federal governnipt could
not ignore the emerging manpower and labOr market prollleins. The USES
was reorganized so that it could better identify these prObleins, and tlitis
contribute more significantly towards their resoltition. Congress assigr1e0
it new responsibilities through ARA, MDTA, arid the Trade ExpansiOn
Act. In addition, its basic functionsplacen)ent, counseling, and iprO,vid-

ing pertinent labor market iuformationrequired itpansion and im-
provement. Under these new responsibilities, coupled with ifs nctivities
for older workers, youth, and community development, the USES's char-
acter has changed. It is no longer a simple labor exchange; it is becoming a
manpower agency in which the labor exchange function is only one as-
pect, albeit an important one, of its responsibilities. It is concerned not
only with the "most effective utilization of the nation's manpower re-
sources by facilitating the employment process, but also with the devel-
opment of our manpower resources and raising the skills of the work force
through training and retraining."

The reorganization centered on increasing the effectiveness of the Em-
ployment Service and the Unemployment Insurance Service of the Bureau
of Employment Security. We will discuss only the former. The objective
of the reorganization was to bring together in one organization all the re-
sources and facilities necessary to reconstitute the Employment Service as
an operating entity with identifiable responsibilities. Prior to reorganiza-
tion, the USES had no director of its own. The Director of BES was
responsible for both the Employment Service and the Unemployment
Insurance Service (see chart 3). The Veterans Employment Service and
Farm Labor Service were not in the Employment Service; they reported
directly to the Diredtor of BES. Research activities for both services were
largely integrated into one unit under the Deputy Director for Program

llouis Levine, "The New United States Employment Service Charts Its Course," Employment
Security Reviw, XXIX, no. 4 (April 1962), p. 6.
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Chart 3
Organization Chart

September 1959
United States Department of Labor

Bureau of Employment Security
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and Policy Development. The Office of Budget and Management also re-

ported to the bureau's director through a deputy director. In short, the

Employment Service's vitals were scattered throughout the Bureau of

Employment Security.
The new USES is headed by a director who reports to the Administra-

tor of the BES. The latter is a new position which was created when that

of bureau director was abolished. There were four major offices (see chart

4): Manpower Development and Utilization, Employment Service Activ-

ities, Veterans Employment Service, and Farm Labor Service. Later in

1962, the Farm Labor Service became a separate entity within BES.

There is, however, a close working relationship between the USES and

the Farm Labor Service (see chart 5 ).

The Office of Manpower Development and Utilization is the USES's

research arm for labor market surveys and analyses, skill surveys, and .

occupational research. It also handles the USES's responsibilities under

ARA and MDTA as well as manpower problems arising out of automa-

tion and technological change.
The Office of Employment Service Activities contains many of the Em-

ployment Service's former divisions such as Organization and Manage-

ment, Labor Clearance and Immigration, and Counseling and Special Ap-

plicant Services plus several important ones like the divisions of Profes-

sional Placement Services, Youth Employment Services, and Metropol-

itan Area Operations Review. These additional divisions reflect the cur-

rent manpower problems.
The Veterans Employment Service was also brought into the Employ-

ment Service, thus centralizing all of BES's nonfarm placement and re-

lated responsibilities.
The reorganization also included the BES regional offices. There is now

a division of responsibility paralleling that of the national bureau. In each

region there is a director for USES operations and one for Unemployment

Insurance Service. Both report to a regional administrator. The USES

regional staffs have responsibilities for strengthening and improving the

operations of state employment services in their regions by evaluating

these services, making recommendations and suggestions, and providing

technical assistance. They, in effect, supervise the implementation of na-

tional USES policies and programs in the state employment services.

The new structure is oriented to problem solving, which should result

in more meaningful manpower services to the nation. It also provides a

basis for the organizational interrelationships so necessary for quality per-

formance. It permits more effective marshaling of staff resources.

.........annym.twavoommww.......mpoillnepremorlyImgmon0....1........
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Chart 4
Organization Chart

February 1962
United States Department of Labor
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Chart 5
Organization Chart

October 1962
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Metropolitan Area Organization

There has been a major shift in USES's operations in the nation's large
labor markets. Improvement of the Employment Service greatly depends

on what 'happens in these labor markets. In the large metropolitan areas,
the need for employment services by both workers and employers is the
greatest. Thus, in fiscal year 1962, the Employment Service began concen-

trating on improving operations in 55 of the largest urban centersthose
with populations ranging from 500,000 to 8,000,000--in 31 states, the
District of Columbia, and Puerto Rico. These centers account for more

than half of the nation's wage and salary workers.
Recognizing that areas vary significantly both in size and in industrial

and occupational composition, the Employment Service developed a set

of principles to guide the organization and strengthen the metropolitan
offices. Together with its state affiliates, the USES worked out agreements

to bring about a major reorganization in accordance with the following

principles :2

1. Separating the employment service from unemployment insurance
service operations, preferably with separate physical locations.

Where this is not feasible, separation would be accomplished as
much as possible through internal alterations and additional en-

trances.

2. Organizing employment service operations along lines best calcu-
lated to provide effective services to the labor market area.

3. Establishing in the central sector specialized industrial occupational
offices, each serving all employers in broad industrial categories and

all occupations dominant in and characteristic of those industries.

4. Locating Employment Service in or close to the most central termi-
nals and transfer points for all transportation.

5. Providing full-time supervision of employment service operations in

large metropolitan areas.

We have already discussed the background for the physical separation

of employment service and unemployment insurance operations. One
objective of the separation was to create to the fullest extent possible a
physically separate, identifiable employment service, freed from the pres-

sure of large numbers of unemployment claimants and their inevitable pri-

2Guide to Fiscal Year 1962 Changes in Metropolitan Organization (Washington: U.S. Depart-

ment of Labor, Bureau of Employment Security, June 29, 1961), pp. 7-16.
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ority for the staff's attention. It sought to free the Employment Service
from the "unemployment office" image.3 The Director of BES, in request-
ing funds for fiscal year 1962 administrative grants to the states, referred
specifically to the need for improving services in the large urban areas by
underscoring the importance of establishing "in the public mind that the
primary function of the employment office is to find jobs for workers and
to render needed job market and manpower services."4

The reorganization's second objective was to abolish the artificial geo-
graphical boundaries created by combining employment service and un-
employment insurance operatirms. Over the years these integrated offices
were established to distribute claim loads evenly. Thus, they were located
where they would be reasonably accessible to the majority of claimants.
This was especially important because claimants are required to report
weekly to the office. The net result was the tendency to "balkanize" the
labor market into arbitrary office jurisdictions which ignored, to a very
large degree, the nature and structure of the market itself. For example,
many persons do not live in the neighborhoods where they work. Having
the employment service and unemployment insurance office located on a
geographic basis thus precluded the proper referrals to available job
orders.

Under this system the supply of workers was fragmentized, and em-
ployer orders were difficult to fill. The only way workers in any one office
in an urban center could obtain access to all the job orders in the area was
through some kind of interoffice clearance system. Employers had the
same kind of problem. They could secure access to the total labor supply
available for any occupational group only through a completely coordi-
nated action of all local offices in the metropolitan area. Unfortunately, it
was not possible to create a metropolitan clearance system which was
capable of coordinating effectively the network of geographic offik.es so
that all job seekers and employers' job orders could be evaluated prop-
erly. The difficult problems of developing an effective interoffice clearance
system have been described:

In the preponderance of cases the placement person in the office
receiving the order may either fail to fill it because of a lack of
qualified applicants in his own files or, if he does clear to other
offices, he does so only after exhausting his own office's re-
sources. By the time the receiving office has had time to find or

3Ibid., pp. 8-9.
4thid., p. 8.
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refer workers, a minimum average lag of four or more days
elapsed. This handicap normally resulted in losses (cancella, ..
tions) in over 75 percent of the job openings cleared between
offices in geographic systems despite the enormous amlunts of
sheer paper work involved. ( In one illustrative case 6,271
pieces of paper ba -,?.d on 299 openings were cleared from one
office to the other offices in a large city network. Seventy per-
cent of the openings were cancelled through failure to file.)5

Although many different systems have been tried, none provided a satis-
factory solution. USES concluded that the only satisfactory solution lay in
reorganizatio, specifically by establishing industrial occupational offices.
New York City's exr --. since 1939 had shown that the interoffice
clearance problem c
this arrangement,
classification and

.rgely resolved by having such offices. Under
serves all employers in a given industrial

in related occupations. For example, the
commercial office t.,crvt- iployers seeking office workers and all appli-
cants seeking office jot, thus, in a large metropolitan area, the total de-
mand for given occupational groups and the total supply of such job seek-
ers are brought together in one office. This is the third principle.

With employment service offices reorganized along industrial-occupa-
tional lines, location of these specialized offices becomes important. For
example, the office serving office occupations should be located where the
bulk of such work is carried on, and the office serving sales occupations
should be near the retail center. Thus, the fourth principle is to locate
these offices in the heartland or main central portion of the metropolitan
area which is easily accessible and convenient so that both job seekers and
employers can be served more effectively.

Establishing offices specializing in professional, sales, office, service, or
manufacturing placements in a large metropolitan area requires areawide
supervision and coordination. This brings us to the fifth principle. The
area manager supervises all the operating divisions of the metropolitan
employment servicethe industrial-occupational offices in the city's
heartland as well as the employment s-rvice managers in the suburban
offices in which Employment Service and Unemployment Insurance Serv-
ice are joint tenants. (Suburban offices are not affected initially by this re-
organization.) He is the key person for the planning, coordination, and
leadership necessary for an effective employment service in the large
metropolitan areas.

sGuide to Fiscal Year 1962 Changes in Metropolitan Organization (Washington: U.S. Depart-
ment of Labor, Bureau lf Employment Security, June 29, 1961), p. 3.
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This reorganization could not have taken place without congressional
support. Congress re:cognized the rv2ed for strengthening the employment
service in large metropolitan areas by appropriating funds in fiscal year
1962 to defray personnel, space, and related costs incident to making
these changes. The states involved likewise recognized the need for im-
provements in these areas. By June 30, 1962, the states had reorganized
and staffed 42 metropolitan area employment service operations.

What are the results? While it is too early tt make any overall appraisal
of the reorganization of both the USES and the large metropolitan oper-
ations, there are some indications of its effectiveness. Nonagricultural
placements for fiscal year ending June 30, 1962, totaled 6.5 million, 16
percent higher than for the previous year and the highest volume for any
fiscal year since 1953. Nonfarm placements in the 55 largest metropolitan
areas increased 21 percent over fiscal year 1961. In the 42 reorganized
areas, placements rose 22 percent. By comparison in the 13 areas where
reorganization had not been undertaken, placements increased only 14
percent.

USES has been seeking other ways of improving its employment serv-
ices. It is experimenting wit!, ,lectronic data processing equipment, spon-
soring demonstration projects, revising procedures, and conducting
needed research on current manpower problems, such as automation, to
the end that its resources can be used effee,ively. We have selected two
projects for further discussion to indicate the kinds of things being done.
One deals with the use of electronic data equipment and the other with a
placement demonstration in Muncie, Indiana.

Placement Service Using Electronic Data Processing Equipment

In seeking to improve the placement operations, the USES and the Cali-
fornia State Employment Service are experimenting with electronic data
processing (EDP) and telecommunications. The experiment is popularly
known as Project LINCS West.6 EDP is being used (1) to increase the
efficiency and timeliness of placement activities by matching large num-
bers of job order specifications with worker qualifications; (2) to broaden
the base of recruitment, selection, and referrals within and between labor
markets; and (3) to relieve staff of time-consuming and laborious file
searches.

Using EDP equipment may eventually transform local offices into de-

s"Progress on Project LINCS West," Committee on Employment Service Programs and Opera-
tions Report of Final Meeting, held in Washington, D.C., July 24-26, 1962 (Washington: Inter-
state Conference of Employment Security Agencies, 1962), pp. 16-18.
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positories of job and labor market informatbn. Interviewers, freed from
paper work and file searches, will be able to devote their time to (1 ) ana-
lyzing job:, and t4orkers; (2 ) classifying items of data for processing, stor-
age, and retrieval; and (3 ) helping the public identify particular needs
and supplying appropriate information to both workers and employers.

Telecommunications are being used (1) to expedite the exchange of
documented information about applicants and employers' orders; (2) to
improve the capacity to fill job openings within very short time periods;
and (3) to provide current labor market information for use in recruit-
ment and job development and, in case of national emergency, for mobi-
lizing the work force. -

Through the use of electronic data processing equipment and telecom-
munications, the public erilployment service is studying more efficient,
economical, and modern ways of providing its services. These are tools
which, if uscd properly, can aid managers in the local offices to serve more
effectively their respective labor market areas. Project LINCS West is an
effort to develop a new approach to meet contemporary demands for
manpower services. If successful, the project will be expanded to other
states.

Another innovation is the optical scanner computer which processes
General Aptitude Test Battery (GATB) answer sheets. A survey con-
ducted in July 1962 indicated that counselors spent considerable time in
clerical processing of test results, especially in the school program? Even
with machine survey equipment, much additional clerical work was re-
quired to convert raw scores to apiitude scores, to determine occupational
aptitude patterns, and to transcribe necessary information. Using auto-
mated equipment will reduce costs and errors in scoring these answer
sheets. This equipment will score and record GATB results in all instances
where employment service staffs administer the tests. State agencies will
mail their answer sheets to the firm supplying this service for processing.

Illyncie Demonstration Projects

This project was conducted by the Indiana State Employment Service and
USES during the first six months of 1962. Its objective was to improve
employment services in the local office. The results were most impressive,
particularly in view of the fact that Muncie had the second highest unem-

7"Automated System for Processing GATB Answer Sheoti," USES Program Letter No. 1372
(Washington: U. S. Department of Labor, Bureau of Employment Security, November 21, 1962).

'Muncie "Let's Put Them Back to Work" Demonstration Project Report Outlint (Indianapolis:
Indiana Employment Service, 1962).
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ployment rate in Indiana. Placements increased 69 percent over the first
six months in 1961. Semiskilled placements increased over 350 percent.
During the project period, referrals failed to be made in only three percent
of the orders received.

How were these results achieved? The following methods and tech-
niques were used:

Obtaining community support. A number of prominent local people
were invited to a luncheon to launch the project. From these persons an
advisory steering committee was established to assist in developing plans
to carry out the project. Nine community organizations endorsed the proj-
ect in letters to their membership. Staff visited every employer in the
community.

Promotion and recruitment efforts. The local office spent almost $1,600
for newspaper advertising, double the budget for the previous year. Clas-
sified ads were the most effective medium used in attracting applicants to
the local office.

Approximately $1,000, divided equally between radio and TN., was
spent with the understanding that more than the usual public service time
would be given. In addition to the paid time, the equivalent of $6,556 in
free time was used.

Over 1,000 persons in the file were reinterviewed, and new applica-
tions were written for over half of these.

During a 5-week period, the office experimented with staying open two
nights a week from 6 to 8 o'clock. Applicants contacting the office in the
evefiing were, for the most part, employed workers seeking a change.

The office also experimented with remaining open a half day Saturday
from 8 a.m. to 12 noon. Neither the evening nor the Saturday morning
opening produced effective results; but there may have been extenuating
circumstances, such as inclement weather, to account for this.

The office mailed brief resumes for outstanding applicants to some
2,200 employers. Five such mailings were made during the project period.

Additional resources. Early in January, five interviewers and one clerk
were added to the staff, bringing the total to 35 persons. Additional space
was rented for testing purposes and for interviewing unemployment insur-
ance claimants. The Muncie office houses both employment service and
unemployment insurance operations.

The project demonstrated that greater emphasis, including community
support coupled with additional staff and other resources, can increase
placement activities. The Muncie experiment could serve as a guide for
other local offices.
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Suggestions

At this juncture in its history, the USES must translate into effective action
the increasing national interest in manpower development and utilization.
Given the current political realities, the present federal-state partnership
will remain in operation until USES users exert sufficient pressures to
change it.

Presidential support, reorganization, separation of the employment
service and unemployment insurance offices in the larger metropolitan
areas, the use of electronic equipment to speed placement activities and
to score tests, and demonstration projects should all improve the effective-
ness of the USES. What changes does it need? We offer the following
suggestions.

Federal Leadership

We urge the federal partner to exercise leadership. If this is to be a
federal-state system, we want to emphasize that the federal partner has
important responsibilities. It must clarify standards of performance and
accountability for the states. The Employment Service has been criticized
for its failures. Its standards of performance have not been clear or uni-

form. No one knows the number of placements the USES should make in

a year or five years. No one knows what should be the composition of
these placements by occupational groups. There appears to be general
agreement that the quantity of full-time placements could be better, but
how much better remains vague. Until some kind of objective yardstick
is developed, "the evaluation of placement operations will continue to be
mainly a subjective process open to question and productive of a good

deal of frictions."9
Numbers alone are not sufficient for measuring service to the commu-

nity. Little is accomplished if large numbers of applications are taken but
no action follows, or if many counseling interviews and tests are given
without anything further being done with them. Administrative grants
based on state workloads and programs have placed an unduly high finan-
cial premium upon the quantity of activities tallied. Some critics even
charge that the Employment Service's motto is "tallyho." Certainly high

morale and competent performance disappear when the basis for evalu-
ation is just counting the pieces of paper.

neonard P. Adam:, et al., Report of Consultants on Future Policy and Program of the Federal-
Stat. Employment Servica (Washington: U. S. Department of Labor, Bureau of Employment
Security, December 14, 1959), p. 11.
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Leadership by the federal partner implies developing minimum stand-
ards of performance and then continuously improving methods, proce-
dures, techniques, and tools needed by the state agencies and their local
offices to perform effectively. In the job economy, these are not static:
they are modified, enlarged, or discarded as technical skills are improved
and the knowledge of administrative science is accumulated. Every facet
of employment service operationsplacement, counseling, testing, labor
market researchis affected by changing conditions.

Take placement, for example: Each year there are thousands of work
registrations which do not result in placements. The registration process
and maintenance of the resulting files consume man-hours that could be
used in filling job openings. One suggestion to improve efficiency is to
develop an abbreviated work application form for those workers whose
qualifications indicate low placement potential. Furthermore, electroni-
cally punched cards could be prepared for certain types of applicants, such
as technical, professional, and managerial, to speed up filing and file selec-
tion. Another possibility is to prepare several copies of the cards for appli-
cants who have highly marketable skills so that more than one interviewer
can use them at the same time. This would increase the exposure of appli-
cants to job openings falling within their skills.10

The possible sources of job orders need to be studied carefully. Data
are available on placements by industry and occupation, but none are
available on placements by characteristics of firm, e.g., size, nationally or
locally operated, type of industry. Such information would be helpful to
state agencies and local offices in directing their placement efforts where
they can do the most good. .

Given the labor mobilityespecially among professional, technical,
and managerial personnelthe inter-area recruitment system needs
strengthening. The current system appears to be too cumbersome. State
employment services now deal directly with one another in inter-area re-
cruitment matters. State inventories of job openings are exchanged among
the states. It would seem that some experimentation in addition to Project
LINCS West should be undertaken, for example: use of computers in pre-
liminary matching of work applications and job orders in widely dispersed
areas; possible use of closed circuit television; and establishment of a cen-
tral clearance station for unfilled job orders and work applications involv-
ing professional, technical, and managerial occupations.

loCommittee on Employment Service Programs and Operations Report of First Meeting, held
in Washington, D. C., March 6, 7, and 8, 1962 (Washington: Interstate Conference of Employ-
ment Security Agencien, 1962), p. 15.
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USES should critically review the Employment Service Manual with
the objective of streamlining it. It is now too explicit in detail and too
bulky. Perhaps the USES could prepare a much shorter version for quick
and ready use. The larger volume could then serve for more detailed ref-
erence.

We cannot list all the changes in methods, procedures, and techniques
which might strengthen the Employment Service. The federal partner
should continue to evaluate its operations and make additional needed
changes. After new tools and techniques are developed, it must provide
adequate technical assistance and training to state service staffs. New tools
and techniques are worthless in the hands of state employment service
personnel unschooled in their purpose and use. Thus training for employ-
ment service staff must be strengthened through the development of ap-
propriate materials and in-service and out-service training programs.

Training staffs in the national officeboth the functional staff (e.g.,
counseling, placement, youth, etc.) and those responsible for assisting
state agencies in the management and personnel development activities

need to be enlarged in order to do more effective personnel training
throughout the system. As a suggestion, the USES could appoint small ad-
visory committees on various subject areas of training to study, review,
and make recommendations for improving training efforts. These com-
mittees could be composed of federal and state training staff members and
persons from industry and universities. In addition to their own training
resources, the USES and state affiliates could supplement their in-service
programs through the use of other educational resources such as univer-
sities and colleges. This is currently being done to a limited extent, but
should be expanded.

Finances

An effective public employment service needs adequate financial sup-
port. The federal partner is responsible for determining the amount of
money needed for proper and efficient administration of the system and
for convincing the Congress to appropriate this amount. With adeqwite
staff and facilities, placement services will increase. This was demonstrated
in fiscal years 1961 and 1962 when Congress made available funds to
increase employment service staff and improve large metropolitan offices.
We cannot make any specific recommendations on how much money the
Employment Service needswe do emphasize that it needs more in order
to help the nation develop and utilize more effectively its human resources.
The current appropriation for both employment service and unemploy-
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ment insurance operations is about $400 million. This covers all salaries

and nonpersonal services for the entire fderal-state employment security

program.
There are several ways to provide more funds. One possibility is to

broaden the tax base under the Federal Unemployment Tax Act from

$3,000, the level existing in most states, tse higher level (e.g., $4,800

or $5,200) or to raise the tax rate, especially that portion going to the

federal government for administrative purposes_ A second possibility is to

have employees contribute a small tax, for example, one half of one per-

cent, on the first $2,000 earnings. With 40 million workers in covered

employment under unemployment insurance prOgrams and assuming that

each covered worker would earn at least14,1;000 a year, a total of $400

million would be collected. This about equals the current appropriation

for the nation's employment security progrAIL Sad) a tax could be justi-

fied on the grounds that an effective employmegt -service is essential in our

job economy. Every citizen has a vested intereg in the proper develop-

ment and utilization d the nation's human resourca A third possibility

would be for each state to show a genuine interest in its state employ-

ment service by helping to finance its operation.
Adequate financing is a must. New and comp!ex manpower problems

are emerging; in turn, there is a demand for more extensive employment

services. To meet effectively these demands, additional resources will be

required. It is highly unlikely that all the demands for service can be met

simultaneously. This means that realistic program goals, with assigned

priorities, must be established each year. Administrators, both national

and state, then have the responsibility to allocate their available resources

to achieve these goals. What we are urging is that these administrators use

their scarce resources to best advantage in meeting the demanez for em-

ployment services as reflected in their annual program goals.
Allocating scarce resources in the Employment Service to achieve stated

objectives is not easy. Labor market problems, community pressures, and

staff pressures all affect the distribution of resources. The USES director

urges state employment service directors to set certain program goals for

the year. State administrators formulate such plans on the basis of the

program goals which each local office in the state prepares. The goals

established for the national office, state agencies, and local offices cannot

be achieved if the necessary staff is not available or if there is a reduction

in staff prior to the end of the fiscal year. The USES has been advancing

the concept that the local office should be the manpower center for the

community that it should be concerned with all aspects of human re-
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trained staff at all levels of operation national, state, and local.

1

source development and 74ilization in the labor market. A manpower
center, so defined, can onty be realized by having an adequate, well-

Evaluation

USES should allocate the funds to states within the framework of ade-
quacy of all operations in terms of program quality and performance. To
do this, it needs constructive evaluation techniques. Here again the fed-
eral partner is responsible for a thorough and careful evaluation of its own
operations and those of the state affiliates. Without such a critical evalua-
tion, it is impossible to assess accurately the effectiveness of existing meth-
ods, procedures, and techniques; or to determine the need for improved
ones, thz extent of technical assistance which the states may need, or
whether allocations are being used properly in accordance with program
objectives. Furthermore, without evaluation, state agencies cannot achieve
standards of quality, efficiency, and accountability. Currently, the Em-
ployment Service bases its evaluation primarily on quantitative reports
and gives little attention to the quality of services provided to applicants
and workers. It would seem that under such evaluation the state affiliates
must justify their existence on the basis of paper reports and their manipu-
lation rather than on public service. The Employment Service should give
high priority to developing meaningful evaluation techniques and apply-
ing them vigorously." The Bureau of Employment Security, USES, and
Interstate Conference of Employment Security Agencies should assign a
task force to work on this project now.

We urge the USES to exercise leadership in allocating the administra-
tive funds. If new offices have been opened without authorization, if the
administrative staff in a state central office is too large in relation to the
state's scale of operations, or if there are too many offices for the size of
a state's labor force or for its geography, the USES should strongly urge
corrective action A portion of a state's funds could be withheld until
necessary action is taken. If this appears too harsh, we may emphasize
that the federal partner has to give account of the USES's operation to
Congress and not to the states.

Personnel

The federal partner and the state employment service affiliates must
discharge their responsibilities efficiently and effectively. Exhortations by

11For current plans of USES for evaluation, see "Organization and Management," Employ:
mint Security Review, XXX, no. 6 (June 1963, 1 especially pp. 52-53.
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the Secretary of Labor and officials of the BES and USES urging improve-

ments usually accomplish nothing. Compiling detailed lists of suggestions

also usually achieves nothing because the lists include those things which

the "good operators" are already doing and which the "poor operators"

ignore or just don't believe in. Programs can be blueprinted, and adequate

funds can be made available. New organizational changes can be made,

but in the final analysis the improvements will come only from the efforts

of all staff members in the USES. Staff members do not work in a vacuum:

they perform in a milieu conditioned by the attitudes, actions, or inactions

of administrators, local office managers, and supervisors. The managers

of the system at all levels must have an effective will to action if improve-

ments are to be made. These people set the tone of operations. If they do

not demonstrate interest in having a well-run employment service, it is

highly unlikely employees will exert their best efforts. Furthermore, the

manner in which they deal with their staffs is extremely important. If they

treat employees as just "hired hands," they can expect and usually get low

quality performance. On the other hand, if they view employees as co-

workers whose efforts are essential to the success of the operation, em-

ployees usually respond by doing their best. This is not the place to review

in detail the elements of sound personnel administration, but we urge all

administrators and managers in the Employment Service to give more

attention to improving their managerial skills.12The caliber of their super-

vision and the commitment of the staff to the basic objectives of the pub-

lic employment service will determine, to a significant degree, the extent

of improvements to be realized.

Local Office Operations

Most of the employment service personnel work in local offices. The

image of the USES is created, for the most part, at the local level. Here is

where job seekers and employers meet and are served, where tools and

techniques are put into action, where research findings become alive, and

where practical meaning is given to congressional intent. The USES makes

its impression on the nation through the local offices. Thus the key to im-

proving the public employment service lies, for the most part, in the cali-

ber of local office operations. While tile Employment Service must be na-

tional in scope, it must, at the same time, meet the particular needs of

each community which it serves. These needs vary from one coinniunity

12For a good discussion of policies and proctkes j, the management of Mfman resoqfcesi

see Douglas McGregor, The Human Side of Enterprise (New York: McGraw-Hill, 1960); see also

Mason Haire, ed., Modern Organization Theory (New York: John Wiley & Sons, Inc:, 959).
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to another, from one state to another, and from one region to another. In
fashioning a favorable image, the local office manager and his staff must
be sensitive and alert to the kinds of employment services which the com-
munity requires. They must provide these servires through high quality
performance. If the manager and his staff are competent, if they have
vision and ingenuity, if they have proper technical support from the state
and national offices, and if they truly seek to serve the community, they
can measurably improve the Employment Service.

Because local office operations are the heart of the USES, primary em-
phasis in the development of tools, techniques, methods, procedures, labor
market information, occupational research, and special demonstration
projects should be on local office operations. Thus, all administrative and
technical staff personnel in the national and state offices should be familiar
with local office operations. This knowledge will be helpfal to them in dis-
charging their job responsibilities effectively and in focusing their work
on developing a strong employment service. Scarce funds should be allo-
cated by administratorsboth federal and stateso that local office oper-
ations can be strengthened.

Community Support

In providing national, state, and local employment services to the com-
munity, the USES and its state affiliates come in contact with many groups
interested in the proper development and utilization of human resources.
By working with these groups effectively, USES can broaden its support
and improve its acceptance. We have already referred to the importance of
community support in the success of the Muncie Demonstration Project.
We have selected another example, in this case a statewide group, to
show why the Employment Service must establish effective working re-
lationships with such a group.

This example involves the New Jersey Manufacturers Association
(NJMA) and the New Jersey State Employment Service. In late 1961,
they developed a cooperative placement program. Each time an NJMA
member listed a job vacancy for a skilled worker with the Association, a
representative of the NJMA talked with him and explained exactly what
would happen in processing his job order. The listing was passed on to
a special coordinator in the State Employment Service who processed it.
In the first 6 months of operation (January-June 1962), 142 member
companies listed 91(.' openings to which 416 referrals were made and in
which 1.1b vibtkbrs were placed. A representative of the NJMA had this
to say about the program:
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Since almost every jot- listed was a shortage, the bare statistics
are themselves impressive. We were well aware that the Em-
ployment Service was underutilized by our members. However,
we hoped that their fears could be dispelled if closer coopera-
tion between N.IMA and the Employment Service could be
established. That hope was realized . . . The success of the pro-
gram proves that active cooperation between employers and the
Employment Service can produce mutually satisfactory re-
sults.13

We urge the Employment Service to strengthen its contacts with com-
munity groups. Both the federal and state partners are responsible for de-
veloping these contacts. They must give more attention to acquainting
state governors and legislators with their value and role. Congress did not
become sufficiently concerned to provide needed additional staff until just
recently. If the federal-state system is to serve the nation effectively, all
interested community groups must become more cognizant of its activities.
Once they understand its role, they will be more amenable to working
with the Employment Service in seeking out solutions for manpower
problems.

Research
A broad expansion of research is essential for improving the Employ-

ment Service. If the public employment system is to play an important
role in manpower development and utilization, the federal partner must
exert leadership in research. The basis for providing quality services de-
pends, to a large degree, on a meaningful research program. Without con-
tinuing research:

Nothing more than an out-dated and inadequate program can
be expected . . . Only [carefully planned, continuing, additive]
research can keep both policy and programs in tune with cur-
rent devCopments. Research can provide a sound basis for
modifications, important innovations, and continuing improve-
Ment. Research can make operations more efficient, with result-
ing savings for all citizens and taxpayers. Over a period of time,
as in modern industrial firms, research can pay for itself many
times over.14

131.ener of June 29, 1962 from Donald J. Grabowski of the New Jersey Manufacturers Associ-
ation to Daniel H. Kruger.

141.eonard P. Adams, et. at., Report of Consultants on Future Policy and Program of the Feder-
al-State Employment Service (Washington: U. S. Department of Labor, Bureau of Employment
Security, December 14, 1959), p. 11.
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Many areas of intensive research must be undertaken if the Employ-

ment Service is to meet its future operating needs. Three levels of research

are necessary: basic, development, and operations. Basic research in-

volves studying labor market requirements 5, 10, or 15 years hence. It

could furnish information on what occupations are growing, what manu-

facturing industries offer promise of expansion, what types of technicians

will be needed, what professions will be expanding, and what industries

and occupations will be affected by new developments such as automation

and improved technology. These are a few of the manpower problems on

which the USES should conduct basic research. This kind of research is

essential for manpower plannine and can best be done by the federal

partner.
Development research is the second level of research needed. It in-

volves identifying current basic needs for information and tools. For

example, much more emphasis must be given to studying occupational

classification because it is an essential tool needed for resolving other

manpower research problems. There is need for developing a system for

grouping occupations according to common training needs. This will be

helpful in connection with training and retraining programs in which the

USES is involved. USES must keep abreast of the latest techniques used

in placement services such as interviewing, counseling, testing, and job

analysis. It needs information about the major elements in technological

change because of their impact on the structure of work organizations. It

needs to study training needs by industry and by process so that training

programs under ARA, MDTA, and other legislation can be more effec-

tive in preparing workers for employment. If the USES is to serve well the

employer manpower requirements, it needs to know more about the struc-

ture of an employer's organization, entry points, channels and procedures

of promotion and transfer, training practices, and other factors related to

manpower development and utilization within a firm. These are some

aspects of development research. Because this research has wide applica-

tion, the federal partner should have predominate responsibility for its

conduct.
The third level is operations research. If the Employment Service is to

serve actual needs of workers, employers, and communities, it must have

information about community job structure and other facts needed for

local office operations. It needs information on local channels of hiring,

isFor an excellent article on this subject, see John F. Hilliard, "Essentials of Manpower Plan-

ning in Economic Development," International Development Enview, IV, no. 1 (March 1962),

pp. 9-13.
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individual employer manpower requirements, characteristics of local labor

supply, commuter patterns, and local and state labor markets. Operations
research is best conducted by the state agency staff working closely with

local office personnel. The operations research unit could be 3 strong tech-

nical backup service for the local office in applying the findings of basic
and development research. It would be involved in designing, experiment-

ing, and validating procedures and techniques to local office conditions.
This is most important. If the local office is to be sensitive to community

needs, it must have flexibility in adapting the USES Manual procedures

to local problems. Manual procedures may not always be suitable for all

local offices. Operations research would assist in developing operating

plans for local offices.
The research programs need not be conducted solely by the Employ-

ment Service. We noted that certain levels of research can best be con-
ducted by the federal or state partner. The cooperation of universities,

colleges, and other research organizations could also be enlisted. Direct
contracts and grants could be given to university faculty members and
consultants for planning and conducting studies. These relationships
"could furnish invaluable services . . . and raise the professional status of
Employment Service Activities."16 We urge the USES to expand its re-
search activities as funds become available, to utilize its research resources

more effectively, and to develop cooperative relationships with other re-

search facilities.

Summary

The current interest in improving the effectiveness of the USES reflects,

in a measure, the public's growing concern with manpower problems and
their resolution. To meet these problems, patchwork legislation has been
added to the existing public policies related to manpower. ARA, MDTA,
the Trade Expansion Act of 1962, and the Public Works Acceleration
Act are among the recent additions. The Youth Employment Act is cur-
rently before the Congress, and this too deals with certain aspects of the
manpower problem. This ad hoc pattern of meeting problems has a long

history in the United States. It seems that the formulation of manpower
policies arises out of the exigencies of the nation's economic and political
development. Sometimes these policies are late in corning; frequently they

fall short of the need; at times they conflict with one another. In a demo-

uRole of the Employment Service: A Staff Paper Prepared for Consideration by the Federal
Advisory Council (Washington: U. S. Department of Labor, Bureau of Employment Security,
October 16, 1959), p. 1G. This report also contains an excellent statement on research needed

by the Employment Service.
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cratic society, public policies are, in effect, compromises. It is necessary

to reevaluate these policies in the light of changing times. Such a reevalu-

ation is currently taking place by appropriate committees of the Congress

and students of labor market organization.n
Not only must we make a careful and critical reexamination of the

nation's current manpower policies, we must seek out new solutions. The

experience of other democratic countries, like Sweden and Great Britain,

may be helpful in providing additional insights into the nation's manpower

problems. Both of these countries have been successful in limiting per-

sistent unemployment and in keeping average levels of unemployment

remarkably low.18 While their public manpower policies ale not fully

transferable to the American environment, they do warm,: careful study.

This nation, which honors the pioneer spirit, must continually explore

and experiment with new methods of solving manpower problems. The

resolution of these problems is vital to the welfare of the nation and its

citizens. By working vigorously toward their resolution, the nation would

demonstrate the efficacy of a free labor market mechanism. Thus the role

of the USES, as we see it, is to give strong leadership in resolving these

problems and to contribute significantly and effectively to the proper de-

velopment and optimum utilization of our human resources. In achieving

this goal, the United States Employment Service would, indeed, become

the nation's manpower agency.

17For a discussion of current manpower problems and recommendations for public policies,

see U.S. Congress, Senate, Subcommittee on Employment and Manpower of the Committee

on Labor and Public Welfare, Nation's Manpower Revolution, Parts 1, 2, 3, and 4, Hearings,

88th Cong., 1st sess.; and U.S. Congress, House, Select Subcommittee on Labor of the Com-

mittee on Education and Labor, Manpov.er Development and Training Act, Hearings, nth

Cony., 1st sess. (Washington: U.S. eirternmeni Printing Office, 1963). For a provocative dis-

cussion of a policy and program for the maximum development and emeloyment of the na-

tion's manpower, sea E. Wight Bakke, A Positive Labor Market Policy (Columbus, O.: Charles

E. Merrill Books, Inc., 1963).

nFor a good discussion of the experiences of these countries, see William H. Miemyk, "Labor

Market Lessons from Abroad,'' Proceedings of the Fourth Annual Social Security Conferonce,

held at The University of Michigan, January 23-24, 1962 (Kalamazoo, Michigan: The W. E.

Upjohn Institute for Employment Research, July 1962), pp. 65-79; see also his paper entitled,

"Foreign Experience with Structural Unemployment and Its Remedies," Studies in Unemploy-

ment, Prepared for the Special Committee on Unemployment Problems (Washington: Govern-

ment Printing Office, 1960).
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