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UNEMPLOYMENT

Demobilization and Unemployment
A year ago the labor problem was a problem of labor short

age. Long before the United States had declared war, labor was
being drawn away from our peace time industries to man the
factories which were producing war supplies for the Allied gov
ernments. With our own entry into the war the movement of
labor to the munitions factories was greatly accelerated. At the
same time men were being taken from the walks of peace and
inducted into our military establishment until from relatively in
significant numbers at the opening of the war the army grew until
it contained approximately four million men. Then came the
armistice and the need of directing our labor forces to the works
of peace.

Today the labor problem is a problem of labor surplus. The
production of war supplies in large quantities is no longer de
manded, and so the munitions factories have dismissed men in
great numbers. Orders have been issued for the discharge of
two million men from the army and of these, all except a quarter
of a million have already been dismissed. Half of the army still
remains to be demobilized.

The productive industries from which these millions of work
ers were withdrawn have been more or less disorganized by the
processes of war. Specially trained workers are missing; the
sales force is scattered; demand has fallen off. Ultimately there
will be room for all the workers to return to the old places but
first there must be a demand for the products of industry and
above all there must be confidence that there is to be a demand
for the products of industry. For the present, industry does not
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4 UNEMPLOYMEN't

absorb labor rapidly enough to take care of the labor supply set
free by the munitions factory and the army.

In addition to having a scarcity of positions at the present
time th-ere is a ,difficulty in adjusting men to such positions as
are open. In the city of Chicago, for instance, there is quite a
demand for unskilled manual laborers and also for skilled work
ers. We find, however, that most of the soldier.s who are seek
ing positions in Chicago are not qualified to engage in skilled
work and are unwilling to engage in unskilled manual labor even
at fairly high wages. They are anxious to engage in clerical
work where the number of positions open is small.

His experience in the Army seems to have made the soldier
feel that he is fitted for something better than the work in which
he was engaged before the war. In a large number of cases!
therefore, he is unwilling to go back to his old job but remains
out of work in the hope of obtaining a better job.

To a certain extent the methods of demobilization have been
conducive to unemployment. For, example, men whom the VVar
Department took from the country districts where there is at
present a shortage of labor, were dismissed in the neighborhood
of the large cities. Many of these men have not been able ~()

resist the temptation to spend their money in the city 'before re
turning to their homes to work. Many others will find the lure
~df the, ctiy so strong that they will not return to their former
homes.

, Again, the practice of dismissing the men by military unit.s,
while it has certain advantages from the military point of view,
has the disadvantage of keeping men in the army who have
civilian jobs waiting for them and of releasing men for whom
jobs are not yet ready. The War Department has attempted by
orders favoring the early dismissal of key men to minimize this
evil but those efforts have not proved entirely successful.
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THE UNEMPLOYMENT CURVE

.J

With the signing of the armistice the unemployment situation
began to manifest itself. In some of the war industries suspen
sion of work was immediate. In other cases work on war con
tracts continued for a time and served to ease off the shock.
Statistics gathered by the U. S. Employment Service of the De
partment of Labor indicate that from the end of November to
the middle of March there was from week to week a constantly
increasing volume of unemployment throughout the country.
Since the middle of March the figures of the Employment
Service have been less reliable because of a decrease of funds
of the Service. Before that date statistics of employment were
received from 122 cities, whereas at present the reports cover
only about one-half that number of places. On the basis of the
figures available it appears that by the end of March the wave
of unemployment had reached its crest and that by the middle
of April an improvement was setting in and unemployment was
on the decline.

NORMAL UNEMPLOYMENT AN EVIL

A man out of work who is able and willing and anxious to
work but who is unable to find _work, is, from the social view
point, a sorry spectacle. From the point of view of the man him
self, such a man is an under-consumer of goods because of a
cessation of wages. From the point of view of an employed man
the unemployed one is a competitor for a job. Too often from
the viewpoint of the employer the man out of work is viewed as
a whip with which to discipline the workers in the matter of out
put and wages and conditions.

Because the unemployment evil is looked at in different ways
by different interests. and because of the absence of adequate
statistical information concerning· it for former years, there is
a notable lack of agreement as to the extent to which unemploy-'
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ment prevails. To those who are out of work and to their de
pendents the amount of unemployment is likely to seem very
large. ·On the other hand, publications devoted to the interests
of the employing clas~e5 assure us that unemployment is not at
all abnormal for this time of year.

Again, it is not unemployment in general that interests the
individual worker, but rather unemployment in a particular in
dustry and trade and in a particular place. Employment condi
tions throughout the country may be satisfactory with local con
ditions unsatisfactory. It does not help the bricklayer who is out
of work in Missouri to know that there is a demand for textile
workers in South Carolina.

Whether the present readjustment of industry to peace con
ditions is throwing more men out of work than are normally out
of work at this season of the year is not the vital question. The
important fact is that hundreds of thousands of men are out of
work in this country who might be profitably employed. More is
the pity that this condition of affairs is not abnormal. Any
amount of compulsory unemployment is an evil and ought to be
made impossible.

UNCERTAINTY OF INDUSTRY DUE TO HIGH PRICES

Ever since 1896 the level of prices in this country has been
rising, but since 1914 the rise has been especially marked. As
the cost of living has risen, wages 'have risen, and with wages
rising, the cost of living has been forced up. Wage adjustment
commissions have spent much time listening to the arguments of
employers and employees in an endeavor to learn the actual re
lation between wages and living costs and to find out which of
the two has risen more rapidly. .

At the present time there is a widespread belief that since
wages rose during the war they must go down after the war.
Consequently, many manufacturers fear to produce goods under
the present high labor costs, feeling that in a very short time these
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goods will have to be marketed in competition with goods pro
duced by much cheaper labor. The general public is holding off
from buying in the expectation that lower prices will soon arrive.

From a recently completed survey of trade conditions among
the 4,400 industrial establishments comprising the membership
of the National Association of Manufacturers, It appears that,
with the exception of 5 out of 22 principal groups of industries
throughout the United States, business activity is approximately
between 25 and 50 per cent. of normal. The five divisions of
industry reporting present business prosperity are the jewelry and
silverware, musical instruments and vehicle (including automobile
manufacture) groups, rubber and tobacco. Manufacturers in
general do not view the trade probabilities for the balance of 1919
as very bright. The larger number of those who submitted
opinions estimated the prospects as from poor to fair.

Among the obstacles to business activity assigned by the re
porting manufacturers the four following were assigned the
greatest importance: (1) Delay in signing the treaty of peace,
(2) General high cost of labor and materials, (3) Sudden ces
sation of war buying operations by the United States and foreign
Governments, and (4) Hand-to-mouth buying by jobbers, retail
ers and consumers awaiting expected price reductions.

Many careful students of the question of price levels are
convinced that during the war a permanent increase in the volume
of money and credit has taken place which will have the result
of leaving the world permanently upon a higher level of prices.
The price revolution which has taken place is compared with that
of the sixteenth century when Europe was flooded with new
money from the gold and silver mines of America. The argu
ment is that because there are more dollars to be spent for goods
the prices of goods will be higher not only for the present but as
long into the future as the relatively large volume of money and
credits remain in the world. If this estimate of the price situation
proves to be correct, the effect is likely to be to encourage the
return to a large production as soon as it is generally discovered
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that nothing is to be gained by putting off production in the hope
of getting cheaper raw materials and loWer paid labor.

THE THEORY OF UNEMPLOYMENT

Unemployment means men out of work who are able to work
and who want to work. It means idle factories and machines
at' a time when wO'rkmen are clamoring for work. It means
people compelled to go without the .products of industry because
their wages are not being paid and it means industry slowed
down because of the lack of demand for goods due to the lack
of wages.

As related to unemployment, cause and effect run in a circle.
Men are out of work and so are unable to buy goods as usual.
B;ec31,use goods are not bought factories cease to produce; and
factories which do not produce are compelled to discharge their
employees.

The recovery from unemployment means that the men are
set to work. They earn wages and with the wages they buy
goods. The demand for goods leads to a further stimulation of
industry and the process continues until all of the available work
tnen are employed.

The rnechanism of industry thus appears to be simple. It
runs automatically. Unfortunately it runs dowp and stops occa
sionally and there is not adequate provision made for starting it
again until much suffering has resulted from the stoppage.

THE UNEVEN DEMAND FOR LkBOR

The labor supply is relatively constant. 1'laking due allow
ance for such unusual disturbances of the labor market as are
occasioned by military mobilization and demobilization, the num:
ber of men willing to work does not vary much from month to
month or from year to year.

But the demand for labor ~s constantly varying. The num
ber of jobs that are to be filled often fluctuates rapidly from week
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t9 week. At times there is difficulty in finding enough men to
fill the jobs and at other times there are not nearly enough jobs
to go around among the workers.

This va'riation in the demand for labor is so well recognized
and it takes place with such regularity that there are commercial
agencies which undertake, on the basis of statistical study, to
forecast the probable extent to which men will be out of work
several months in the future. With the aid of these forecasts
their clients undertake to decide whether it is better to hire labor
at the present time or to wait for the chance that labor will be
cheaper to the purchaser at a later date.

These ups and downs in the labor market due to changes in
the number of jobs offered make an interesting study. There
are certain phases of that study about which the economic doctors
disagree. But this much seems to be established: Looking back
over a long period we find that certain years stand out as being
years of much unemployment. Between these years of hard
times a~e periods of prosperity when times are good and jobs
are plentiful. Industry, it appears, progresses in cycles. Good
times are folowed by bad times and these are followed by good
times again. And, strange as it may seem, it takes industry about
the same. number of years now to go through a circle from bad
times through good times to bad times again that it did twenty
or forty years ago.
, Until some kind of a balance wheel can be devised which will

keep industry running at an even speed and which will do away
with this alternating of good and bad times, we may look for
periods of exceptionally heavy unemployment every few years.

If there had been no war we should proqably have reached
such a period of depression and unemployment by now. The
war has added to the boom by increasing the demand for labor
and the demobilization is adding to the unemploym,ent by doing
away with the munitions demand for labor and by greatly adding
to the supply of labor.
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SEASONAL UNEMPLOYMENT

Regularly in peace times in addition to this cyclical depres
sion which occurs every few years causing severe unemployment,.
there is a depression which occurs in certain months of tne year
in most occupations throwing many men out of employment. In
some trades this unemployment will come at one season of the
year and in other trades at other seasons, but on the whole the
season of greatest employment is the Winter time. Due to the
seasonal fluctuations in the carrying on of industry every Winter
may be considered a time of unemployment.

I t so happened that the war came to an end just as we were
entering the Winter season. The difficulty of making the adjust
ment from war to peace was much greater on this account than
it would have been if the armistice had been signed in the Spring
when normally many industries were taking on additional labor.

We may speak of the unemployment resulting from the ups
and downs of industry over a period of years as cyclical un
employment. Seasonal unemployment, on the other hand, is that
due to seasonal fluctuations in industry. Finally, let us con
sider casual unemployment.

CASUAL UNEMPLOYMENT

Certain occupations, employing in the aggregate, large num
bers of men, are of such a character that the individual job lasts
only a short while. Men are hired, the immediate work is per
formed and they are paid off and dismissed. Again they are in
search of work. In connection with work of this kind there is
bound to be more or less unemployment all of the time.

Even where the work to be done is continuous the worker
may quit or be laid off after a few days or weeks of service.
Where this practice prevails there will necessarily be much un
employment while the workers are finding new positions. In an
investigation of labor turnover in the San Francisco Bay region
recently reported in the Monthly Labor. Review, it was found
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that in order to keep continuously filled 14,085 full-time jobs for
a year in a considerable variety of establishments, it was neces
sary to hire 32,489 persons, most of whom were needed to replace
the 31,647 employees who were in one way or another separated
from the service during the year.

REMEDIES FOR UNEMPLOYMENT

The causes of unemployment are so complex that it is not to
be hoped that any simple and sovereign remedy can be found
which will do away with it entirely. Certain proposals have been
made, however, which give promise of reducing the evil to a
minimum.

DEVELOP THE U. S. EMPLOYMENT SERVICE

For several years past, serious efforts have been directed
towards reducing the size of the reserve army of the unemployed
by improving the system of labor exchanges or employment
agencies. State and municipal agencies sought to supplant the
competing private -employment agencies which, because of their
failure to co-operate, were unable to clear the labor market, and
which in addition often inflicted cruel injurie~ upon the workers
in their greed for profit. Before the war these public employ
ment agencies were on the whole meding with only moderate
success. Eut during the war the need of economizing the time
of the work~rs became so pre~sing that it wag found necessary
to establi~h a Federal employment service which would under
take to co-ordinate the efforts of existing agencies where possible
and develop new brallche~ where needed.

The United States Employment Service which was estab
lished in the Department of Labor to meet the new and pressing
need had many handicaps to overcome. A development which
ordinarily would have required years was rushed through in a
few months. The problems which had to be solved were of ex-

. traordinary difficulty. Even the most enthusiastic friends of the
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of the representatives of the seven welfare organizations and
other agencies interested in finding employment for soldiers, sail
ors and marines. The following organizations were represented
on the Board: The American Red Cross, Y. M. C. A., Y. W.
C. A., National Catholic War Council, including the Knights of
Columbus, Jewish Welfare Board, VVar Camp Community Serv
ice, War Time Commission of the Churches, Salvation Army,
American Federation of Labor, Councils of National Defence
and its State and local units, Women's Committee, Council of
National Defense, American Council of Education, Federal
Board for Vocational Training, War Department (Adjutant Gen
eral's Staff, Morale, Personnel, and Demobilization Division, and
the Committee on Educational and Special Training Services), .
Navy Department, Department of Agriculture,' and War Labor
Policies Board of the Department of Labor. In addition to being
represented on the Central Board, these organizations had desks.
in the loc~l offices of the United States Employment Service, or
conducted placement bureaus which cleared through the local Em
ployment Service offices. In addition to contributing men for the
employment work these organizations in many cases furnished
the funds with which the local offices were run after the failure
of Congress to provide funds for the Employment Service. A
special contribution of these assisting agencies was their syste
matic canvass of the various cities for the jobs with which to
provide the returning soldiers and sailors.

EXTEND COLLECTIVE BARGAINING

Collective bargaining tends to standardize and steady wages.
and working conditions. It serves as a 'balance wheel to keep
industry running at a uniform pace. Where the' employees are·
organized strongly enough !o penalize overtime, a check is placed
upon the' over-production phase of the industrial cycle which
precedes business depression and under-production. At the same
time, by maintaining a standard rate of wages, the strongly or-·
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ganized employees are in a position to continue to buy goods!
thus keeping up the demand for further production. If collective
bargaining were practiced on a sufficiently large scale it would,
therefore, restrain feverish over-production and make unneces
sary the under-consumption that usually attends a period of in
dustrial depression. From the standpoint of finding a solution
of the unemployment problem, as well as for other reasons, it is
desirable that the practice of collective bargaining be extended.

A LEGAL MINIMUM WA\GE

Where the employees are unable to establish a living wage
by their own collective action, the steadying effects referred to
in the preceding paragraph may, to a considerable extent, be ob
tained by providing the machinery for establishing a minimum
wage by legislation. A wage so established, with penalties for
overtime, will have the tendency to lessen over-production and
Dn the other hand to place the employees in a position to exercise
a normal dema:nd for the products of industry through their pur
.chasing power, thus obviating the necessity for under-production.

PUBLIC WORK FOR DULL TIMES

The demand of Federal, State and municipal governments
for labor is not inconsiderable, but usually these public bodies
-enter the labor market and bid for labor in competition with
private enterprise at the very times that the private demand for
labor is most active. While there is a great deal of public work
that cannot wait upon the needs of the labor situation, there is
.also a great deal of it that can without any serious difficulty be
shifted from times of prosperity to times of business depression
-and much unemployment. At the present time when men are out
-of work in large numbers the situation could be appreciably re-
lieved by undertaking public works upon a large scale. It must
'of course be realized that this remedy has its limitations in the
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