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RESEARCH REPORTS
COMING EFFECTS OF COMING EVENTS

Postwar Employment in the

United States
Construction of the pyramids was a practical means

of stimulating "employment," in one sense of the word,
and leaf raking was another. However, such activities
are not included in employment, as the word will be
used here. The plan that follows is intended to stimu-
late employment of the type that was commonplace in
the United States during the past hundred and sixty
years.

It is necessary to define employment, lest we assume
that all who use this symbol refer to the same thing and
unwittingly adopt the Pharaohs' scheme in attempting
to stimulate employment. Employment is defined as
work voluntarily undertaken, which is within the
capabilities of the individual concerned, which is suffi-
ciently well suited to his aptitudes and inclinations so
that he may persevere in it, and which is sufficiently
productive so that the individual and his dependents
are not a burden on society.

The employment under discussion here does not
include an attempt to achieve maximum production,
nor does it include planned production of what is "best"
for either individuals or the Nation. Except for employ-
ment determined by the Nation's needs for defense, it
is assumed that employers or producers should be
influenced by the demands of buyers in free markets
rather than by politically granted subsidies of any kind.

Employment, as defined above, probably has never
been available to everyone who wanted it here in
America, much less anywhere else in the world. Never-
theless, we have approached closer to this ideal situa-
tion embodied in our Constitution than has any other
society. There are good reasons, theoretical as well as
those based on experience, for believing that it was our
approach to the situation described that encouraged
rapid industrial progress in the United States.

Inasmuch as employment has been available here
most of the time for most of those who wished it, why
is it necessary to stimulate employment? There are
vast reserves of natural resources here, invention flour-
ishes, and progressive change is commonplace. The
technological advance opens new "frontiers" at a rate
that staggers the imagination, and these new frontiers
mean opportunities more accessible than was the west-
ern frontier in the days of the pioneers. Why is there
any need to stimulate employment? If we knew the

answer to this question, we would know how the
employment problem could be solved.

Unfortunately, the experts do not agree on an
answer to the question just raised; and there is no early
prospect of a satisfactory answer. This is disappointing,
but it has a double significance. First, it should warn us
that no simple solution for the problem has any scien-
tific standing, as yet. This should help us to resist the
well-meaning proponents of pleasing panaceas whose
sugar-coated remedies may have great political appeal.
Second, it tells us that one step toward a long-run
solution is to speed the application of the scientific
method to economic problems, but of this more will be
said later.

Self-Employ merit vs. Corporate Employment

In the absence of a general solution, we are forced
to attack the problem piecemeal. This can be done
more easily by dividing employment into the two
principal types, self-employment and corporate employ-
ment, respectively.

It is sometimes forgotten that the self-employed are
a major portion of the working population. This is true
even if the various incorporated towns, cities, states,
and the Federal Government are included among the
corporate employers. About 90 per cent of the corpor-
ate employers have only five or fewer employees. In
most such organizations, the corporation is a mere pro-
tective legal cover for a working partnership. Most of
the participants in such small enterprises may be
classified as self-employed.

There are many hindrances to self-employment, but
only the more important ones can be catalogued here.

For men now in the armed services, lost educational
opportunities are one of the serious hindrances to
self-employment. Therefore, provision of educational
opportunities to men being released from the services is
one practical means of stimulating employment. Such
opportunities should include education for agricultural
and other pursuits as well as the professions. Because
these men will have sacrificed months and perhaps
years, short courses should be devised, so that men of
mature outlook may fit themselves rapidly for their
chosen work.

Educational opportunities might be offered to all
men from the services who can demonstrate ability to
benefit therefrom. Under such a program, scholastic
standards should not be lowered. Individuals and
institutions should be given freedom of choice, with
the Government merely providing an agreed-upon
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portion of the financial means. Representatives of the
leading institutions and educational societies can formu-
late the details of a practicable plan.

As many as ten per cent of those released from the
armed services may seek educational opportunities.
Of the remainder, a major portion will return to self-
employment on farms and in small businesses. Most
such individuals will have only a small capital available,
and this may hamper their self-employment.

At first thought, it may appear advisable for the
Government to provide capital funds for such individ-
uals by gift or by long-term loans at low interest rates.
However, this can be done without inflation only by
taking funds from others who might use them more
effectively in stimulating employment.

Fortunately, the Government will have available
capital goods useful to farmers and small businesses.
Jeeps, trucks, and engineer tools in large quantities
can be offered at low prices giving priority to men
from the services. This will also help to fill the need for
capital goods until industry can convert to peacetime
production. Returning soldiers will be eager to obtain
the equipment that they have learned to use in the
pioneering tasks of war. This procedure may help
several hundred thousand to resume self-employment.

Except for the professional man, either land, or
capital, or both are needed for self-employment. In
areas made usable by irrigation projects and in the
National Domain, homestead rights can be given.
Rights to cut timber under certain restrictions can be
made available in the national and the state forests.
Those who fight for the Nation have earned the right
to share in its natural resources.

Tax Relief

All taxes should be studied to ascertain their effects
on the self-employed. Possibly taxes on improvements
should be less, so that individual farmers may not be
penalized for enterprising activity, while the holder of
idle land accumulates his "unearned increment." This
aspect of the subject will require study, but certain
improvements, such as the differential tax rates of West
Virginia may be practicable in some localities imme-
diately.

What hinders the growth that would greatly stimu-
late corporate employment? Certainly taxes are one
such hindrance.

Where free competition prevails or is approached,
profits are the reward for providing goods and services
desired by the public. (Incidentally, close analysis
shows that free competition, implying no monopolistic
advantages, induces perfect cooperation within a
society.) Profits serve a dual purpose; they attract
additional labor and capital, so that demand may be
satisfied; and, to some extent, they provide financial
means for expansion. Taxes that lessen profit differ-
entials (among competing businesses) discourage enter-
prise, lessen growth, and hinder employment. Repeal of
the so-called excess-profits tax will stimulate employ-
ment.

To the extent that the "featherbedding" practices
sponsored by the railroad unions raise unit costs, they
hinder employment. Results of rate changes since 1929
indicate that demand for transportation of goods and
especially of passengers is elastic. Decreased prices
probably will result in greater-than-proportionate
increases in demand. Consequently, the discontinuance

of these and similar cost-raising practices by other
labor unions is a practical step that would stimulate
employment in most of the fields concerned.

Monopolies do not necessarily hinder employment,
but they often act short-sightedly. Therefore, monopo-
lies and artificial restraints of trade must be closely
regulated, lest they harm businesses that could other-
wise provide additional employment and lest they try
to maintain high prices by restricting output, thereby
further hampering employment.

At least one group of corporate employers, the rail-
roads, can advantageously make investments for capi-
tal goods immediately after the war. The utilities and
other important industries, including thousands of
smaller enterprises, also will be thus situated.

Much of the new money must come from individual
investors, and two practical steps will encourage them.
The first is to stop inflation by adopting sound budget
policies; coupled with this should be an unequivocal
decision to avoid further devaluation. The second prac-
tical step is for Congress, by resolution and by action
herein suggested, to reaffirm its faith in free competitive
enterprise. The first step will reassure investors in
bonds, and the second will encourage investors in
common stocks.

New investments stimulate employment in two
ways. During the manufacture of the capital goods,
employment is stimulated; and, later, more employees
may be needed to operate the new plant and machinery.
Distribution of the increased production creates employ-
ment opportunities in transportation and merchan-
dising.

Planned Demobilization

It is desirable to mention a danger that should be
guarded against. Newspaper reports have discussed a
program of planned demobilization that would hold
men in the service until some Government agency had
found them a job. There are important reasons why
such a plan should not be adopted.

After the war, there must be a vast readjustment of
labor and capital to peacetime activities. This can be
most rapidly and efficiently accomplished by the efforts
of all individuals and businesses concerned. Interfer-
ence by Government agencies with the readjustments
indicated by free competitive markets will hinder the
process and invite resort to political pressure instead of
efforts to accomplish necessary adjustments.

The viewpoint of the returning service men should
be considered. Involuntary servitude established to
effect a "planned" reemployment would violate our
Constitutional rights. There are few officers or enlisted
men who do not have their own ideas regarding their
postwar employment. Employment will be hindered
rather than stimulated if grown men are not permitted
to seek their own way in life.

The Role of Science

Mention has been made of the need to extend appli-
cation of the scientific method in the field of economics.
This is believed to be the only method that offers any
hope of success in the analysis of economic problems.
However, application of the scientific method is a slow
and laborious process. It cannot produce rabbits from
hats at the wave of a magician's wand. Nevertheless,
employment may be greatly stimulated if it is generally
known that the scientific method is being applied more
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energetically to our economic problems. Public confi-
dence in the economic future of the Nation would thus
be increased, and this factor alone could influence
thousands of business decisions that would stimulate
employment.

It would be dangerous to use political means for the
support of scientific research; practical politics and the
scientific method are incompatible. However, a mobili-
zation of private means does seem practicable. It is sug-
gested that a committee of eminent scientists nominated
by the American Association for the Advancement of
Science be the trustees of a Ten-Year Fund. Individu-
als, businesses, endowment funds, labor unions, and
others might be invited to contribute. The Ten-Year
Fund Trustees would apportion the receipts among
economic research institutions and to individuals whose
work offered the most promise of advancing the appli-
cation of the scientific method. In some instances,
funds might cover research on specific questions or
proposals of great public interest, and it is believed
that the results during a decade of trial would warrant
the perpetuation of some such procedure. If suitable
personnel are selected originally, the details of operation
can be formulated by them.

In conclusion, it should be emphasized that there is
no single, simple solution of our economic problems.
This truth will not be satisfying to many, but facing
this fact may prove to be the wisest and most practical
step we can take. Certainly, if it induces caution
appropriate to our limited knowledge and arouses a
determination to remedy that defect, we shall avoid
the dangers of rash experimentation and can expect
consistent progress toward sound solutions.

BUSINESS
The Trend of Commercial Failures

The number of commercial failures during May
was slightly larger than the number recorded in April,
but the liabilities involved were reduced by nearly
$1,000,000. On the other hand, the number of failures
last month was only about half the number in May
1943, whereas the liabilities involved were about the
same as they were during the corresponding month of
1943. The number and liabilities of commercial failures
during each month of the past two years and during the
first five months of 1944 are shown in the following
table:

COMMERCIAL FAILURES, NUMBERS AND LIABILITIES

Liabilities of Failures
(000 omitted)

1942 1943 1944

$19,916 $5,515 $1,708
9,631 4,163

12,011 7,282
9,282 3,523
9,839 2,550
9,906 6,076
8,598 3,595
6,786 2,905
5,473 1,488
7,181 3,785
5,245 2,402
6,960 2,055

January
February
March
April
May
June
July
August
September
October
November
December

Number of Failures

1942 1943 1944

962 458 120
916 422 132

1,048 410 96

938 362 131

955 281 148

804 265

764 203

698 227

556 124

673 169

585 155

506 145

3,108
1,460
3,524
2,697

9,405 3,221 $100,818 $45,339

The liabilities involved in commercial insolvencies
afford a more significant indicator than do the number
of failures, and we are therefore showing the chart of

the liabilities in millions of dollars each month. Although
there are rather wide month-to-month fluctuations, the
general trend can be observed.
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Until the past few months, the general trend of the
series has been downward for the war period. It now
appears that this movement has reached its limit. In
fact, the liabilities involved in commercial failures
have been reduced to a relatively negligible level. It
would not be surprising to find this chart following a
rising trend during the remainder of the year.

THE FUNDAMENTALS

Supply
The steel-ingot production rate at 97 per cent of

theoretical capacity last week was unchanged from the
(revised) rate that prevailed during the preceding
fortnight. The Iron Age stated: "Only the success of
the war in Europe can be the determining factor that
would cause a letdown in demand for these steel prod-
ucts. If that operation is brought to a speedy conclu-
sion, then total steel demand for war items will be
expected to decline sharply. However, until it is defi-
nitely known that the European phase of the war will be
a short one, plans must be carried out to take care of
any eventuality and hence war production will go
along at the current peak rates. In the past few weeks,
demand and orders for steel have gained some over
steel production. With hotter weather to come, with
vacations expected to be taken at a greater rate than a
year ago, and with the manpower shortage becoming
more serious, earlier predictions of a five per cent or
greater decline in steel output from recent levels appear
to be sound."

1929 1932 1937 1938 1943 1944
Per Cent of Capacity 96.0 22.0 75.5 27.5 97.5 97.0

(Latest 1944 weekly data; corresponding week earlier years.)

There was an increase in electric-power production
last week, but the gain in comparison with output in
the corresponding week of 1943 remained about the
same as it was in the preceding week. The wartime
rise in the consumption of electric power was substan-
tially completed last September. Power is now being
generated at a somewhat lower rate than the average
reported for the final quarter of 1943.

1929
Billion Kilowatt-Hours 1.72

1932
1.46

1937
2.24

1938
2.02

1943
4.04

1944
4.26
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S O U R C E S OF P U R C H A S I N G M E D I A

The adjusted index of lumber production last week
decreased from 89.0 per cent of the 1935-1939 monthly
average in the preceding week to 86.9 per cent. This
is the lowest level recorded during the war period.
Apparently, the Government's efforts to stimulate
lumber production have been unsuccessful.

1929 1932 1937 1938 1943 19 U
New York Times Index 131.7 38.7 96.9 65.2 108.9 86.9

Demand
The dollar volume of department-store sales last

week was two per cent larger than that for the corre-
sponding week of 1943. This compared with a gain of
seven per cent in the preceding week.

Prices
The sensitive wholesale commodity price indexes

failed to exhibit a definite trend last week. Moody's
Spot Commodity Price Index was 250.0 on June 8 and
was the same on June 15. The Dow-Jones Index of
Commodity Futures closed at 94.63 on June 8 and at
95.72 on June 15.

FINANCE

Sources of Purchasing Media
Total purchasing media available to the public

increased to a new high level last month. The aggregate
of about $63,000,000,000 exceeded that available in
August 1943 (the preceding record high month) by more
than $1,000,000,000.

Following the experience of the past year, the vol-
ume of purchasing media from the money-commodity
source was reduced last month. The total decrease for
the month was approximately $110,000,000. The
aggregate decrease in the Nation's monetary gold
stocks since we entered the war has been approximately
$1,500,000,000. This represents a decrease of 7 ^ per
cent.

Purchasing media derived from commercial loans

decreased during May as they did in March and April.
The type of credit from which these purchasing media
originated was augmented early in the war period to
finance the increase in manufacturers' inventories to
supply materials for the armament program. This
responsibility for financing the production of war
materials was subsequently assumed by the Govern-
ment, and commercial loans have decreased substan-
tially during the past two years.

There was a moderate decrease last month from the
third source (credit resulting from the banks' acquire-
ment of investment-type assets that represent tangible
property in excess of the savings available to the bank-
ing system). The commercial banks reduced their
holdings of securities other than direct Government
obligations.

There was a substantial increase in purchasing
media from the fourth source during May. This was
primarily the result of the Treasury's reducing its bank
deposits on the eve of another War Loan campaign. At
the beginning of the month, Government deposits in
"special depositaries, account of sales of Government
securities" were $10,546,000,000; at the end of May
the total was $6,766,000,000.

There may be a further increase in the curve show-
ing aggregate purchasing media available to the public
before the effects of the current War Loan drive are
reflected in the data used in compiling the chart. Such
operations as are involved in a drive for so large a sum
as $16,000,000,000, are so extensive that complete
records do not appear in the Treasury's statements or
in the statements of the commercial banks until several
weeks after the date of the actual transactions. Pur-
chasing media available to the public may actually
decrease during the next few weeks, when bond pur-
chases are being made. However, the full effects of the
drive probably will not be apparent until about the
middle of July.
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