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Introduction

Unemployment ratas in the United States have been and still
(mid year, 1965) are much too high, The suceess of the wer on poverty
will ultimately depend upon most of the present poor--or their successor
generations--having jobs that yield zdequate incomes. If we do not
want a "pie in the sky" war on poveriy we warit to achieve a large
enough number of such well paying jots in the near future,

The 1965 Council of Bconomic Advisors Report indicated that the
heads of some 60% of the families living im poverty in 1963 were in
the labor force and that about half of these heads of faﬁiiies vorked .
all year, the other helf experienced some unemploymanto1 Although the
labor force particlipation evidence indicates that the number who would
benefit from tight labor markets would be Ssomewhat greater than the
data relating to heads of families, it must be underatood that the
focus of this report is limited to tre benefits that would result
from an expansion of job opportunities, Nothing in this report’ should
be taken to indicate that measures are not necessary which improvs
the lot of those poor and near poor who are not in the lsbor force;
on the contrary, I belleve that a large part of the fiscal stimulus

needed to sustain the expansion of the economy should be directed

1. 1965 Geonomic Report of the President, Table 21; p. 166,




at the poor who are not in the labor force,

The employment aspect of the war on poverty can be divided
into three steps: first, the creation of an adequate number of
Jobs, second, the generation of adequate incomes from jobs, and
third, the improvement of the trainirig and placement of workers,
It is an open question of whether the generation of a broadly based
adequate number of jobs will by itself tend to improve relative
incomes from what are at present low ﬁaying jobs., My view is that
sustained tightness over a broad spectrum of lsbor markets will
improve the relastive wages from what are at present low paying jobs,

For purpocses of the war poverty, the unit of analysis is the
family--and therefore the income with which we are concerned is
family income. Secondary earners in a family--which is responsive
to the avallability of work for married women and part-time and
sumner jobs for trenage boys and girls--will aid family incomes.
Such subsidiary employment is importent in moving fsmilies well above
the poverty line, Just crossing the poverty line by a few dollars
per year will not generate the same®discretionary" income, which
enables a family to finance s rise in its genr ral expectation level,
as will two or more earners in a family. A large number of available
Jobs for women, teen-agers and young adults can leed to a substantial
increase in income for many families so that they can move well above
the poverty level.

The annuel average unemployment rate in 1957 wes L.3%, in no
year since then hss the annual average been below 5%, The first



quarter 1945 rate of 4.8% is the first quarter rate below 5%
since the third quarter of 1957, in the second quarter of 1965 the
progress of the first quarter was continued.

In stating that unemployment is too high, it is necessary to
ask by what standard. In other sections of this report I will
take ﬁp questions of the standards to be used in ranking economic
policies and deteils of how a decline of unemployment will affect
the present poor,

In this section an examination of specific group unemployment
rates is undertaken. On the basis of the "total” unemployment rates
that are compatible with the specific group rates, it seems as if
there is no labor supply reason why total unemployment rates of
3% should not be attainable. Thus it is srgued that if there are
any structural espects to the unemployment problem in the U.S,,
they are not an effective barrier to reducing unemployment to a
3% target.

The major policy recommendation is that we shift the emphasis
on our policies to stimulate aggregate demand. In the past 5 years
the emphasis has been uypon stimulating the economy by increasing
the well being of the aslready affluent; what has been characterized
as a "trickle down upon them" approach to economic expansion, If
the war on poverty is serious--and if we really mean to build a
Oreat Soclety-—~the fiscal atimuli in the rest of the '60's should

emphasize increasing the well being of the poor and near poorg the



expansion should seep up from below so to speak. Those who are
now well off will do well enough with such & program, whereas
those who are now poor do not serm to benefit to the extent that

seems desirable from the reverse emphasis,



II
Labor Force Participation

Tn discussing the 1mpaqt of any program of job creatlion upon
poverty, the questions of labor force participation rates for specific
population groups and the responsiveness of these.rates to Job opportu-
nities is important. For example, the impact upon the lsbor force
participation of a W.P.A. type program in which jobs are made available
to all without a means test at hourly rates approximating the nationsl
minimum wage is important in déte;mining its effect, Such a prograﬁ
would presumably attract not only those now employed who ars receiving
grogglj sﬁbaf;hdard wages but also some of the presently unemployed
ieenagers,-yourg adults and married womén, In addition, it will not
only affect those now in the labor force but it might very well draw
a considerable number of additional "secondary" workérs into the
labor force. The size of the W.P,A, effort needed might be much
lagrger than a count of the oresent‘unemployed and very low wage workers
would indicate, ﬂ

In addition such a program might show great seasonable varliability,
In particular we might enjoy huge youth employment programs during_
the summer months and benefit Trem the willinguess of marriediwomen to




Joln such a program during the school yesr. In addition if part- .
time as well as full time jobs were availsble the program might -
become very large indeed, if the female lsbor force participation rate
responds to the availability of Jobsﬂ In defining a program of
Job creation such items need to be considered.

ﬁgph work has been done on the sensitivity of labor force
participation rates to economic conditions--in perticular to unemploy-
ment rates. The results of this work has not as yet resulted in
any firm conclusion, However the evidence does point to the concln» |
sion that the higher the unemployment ra@a the smaller the 1abor
force oarficipation rate, and that the most sensitive groups to such
labor market conditions are uhat some call the secondary labor force-n

the-young, tho old and married womene

This might very well mean that the response of the G N P toldf“
tight labor markets is less than ia indicated by the 1nérease in'
;employment to the extent that ‘the rise in omploymant uill be heavily >‘

ueighted by such secondary workers ; However if 1t means that tho
presently employed members of the prlme labor force are upgraded
~ as labor market tightens, then the G.N.P. response could be Just .
88 lsrge as if there was an addition to the prime or core labor .
force groups° l‘”

That 13, as long as prime age adulta hold Jobs uhich are lowar
thnn their capabilities ang- traininp uould pernit, the drnuing of -
older, younger, and fomale wprkero into the labor force may be



accompanied by a decrease in what, in the study of underdeveloped
economies, is called disguised unemployment,
Before we go into some of the work on the respcnsiveness
of labor force participation to unemployment rates, a remark
by Bowen and Finnegan seems appropriates

Although it is a bit off the main track of this
paper, it may be of interest to know that the
(unwedighted) mean participation rate among cities
for ternage males not enrolled in school was only
73 per cent. Ore may reasonably ask, what is a
teenage male who is not in school, not smployed, and
not unemployed, doing? The size of the group (5 per cent
of all teenage m,alea, 27 per cent of those not enrolled
in school) makes us reluctant to suggest that what we
bhave here is an objective definition of jJuvefille
delinguency; but it is not clear what other broad

- categories exist, excegt for young men unable to work

. beceuse of disabllity. ,

x A pmgram of job creation uhich is senaitive to tha teenage ‘

f_'.l.abor suppiy would draw thesa 5% o.f the age group into the labor ’

-I.' :.. foroee Althongh Bowen and Finne{fan do not. present the same typa |

.....

of information for teenage females it ARy %e that t.he out of school«»

not in the labor force-group may be of the same magnitudeo

2, W.G. Bowen and T.A Finneran "Labor Force Participation
and Unemployment™ in A.M. Ross (ed. s *Employment Policy and the
Tabor Market®, University of ©alifornia Press, pp. 140-141. In

a discussion of thrse ideas at the "Continuing Seminar on Monetary
Economics" at Berkeley, it was pointed out that these dangling
youths may be a result of the draft and the delsys involved in
being inducted to the armed forces,
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Table IA

Labor Force Participation Rates
Sex and Age
1960, 1964, and 1970
annual averages

Sex and Age 1960 1964 1970
Both Sexes
" 1h years and over 57.L 56.5 57.5
MALE , ‘
1l years and over 79.7 77.2 77.0
. 14 to 19 years L6.3 L3.0 Lh.L
14 and 15 years . 22,5 20.6 21.8
16 and 17 years 5.9 42,2 U43.3
18 and 19 years 73.3 72.3 70.3
20 -to 2l years . ' 88.9 86.6 86.6
25 to 3k years 96.h 96.1 96.2
35 to Wl years . - . 96,4 96,0 96.7
5 to 511 years - ' ' 9’-‘03 9’4::,4 9500
55 to 8l years 85.2 8h.1 B8L.3
. 65 years and over 32,2 271 25.1
1), yeers and over 36.0 37.0 39.1
1y to 19 years 30,1 28.1 30,1
. 1) and 15 years ;128 12.0 12.7
16.and 17 years 28,6 26,7 28.9
18 and 19 years 5100 h9a9 500‘6.
20 to 2l years . 46.1 h9.2 50.3
25 %o 3L years 35.8 37,1 38.6
35. to hh years 3.1 Lh.B W75
hS to Sl years ' 19.3 510 55.3
5. to Bl years ' 36.7 39.8 }3.8
65 years and over 10,5 936 9.8

3, Manpower Report of the Presiédent, March 1965, p, 2L8
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In Table I detalled age-sex distributions of the lsbor
force participation rate for 1940 and 1964 as well 23 a 1970
projection are given. The major expected changes in labor force
participation reflect trends in higher education, earlier retire-
ment and female participation, To the extent that the higher
school leaving age and the earlier and more common retirement
reflect a'reacfion to slack lebor markets, we caQ,expect that
these participation rates will react to labor market conditions,

In Table II estimates of the reaciion of the age-sex and
marital status groups to unemploymoht rate changes are exhibited;
The entries in Table II 1ndiéate the percentage change 1ﬁ lgbor
force participation rates for each age-sex group for each 1%
change in the overall unemployment rate, For exafple for males
14-19 a 1% decrease in the overall unemployment rate will be
associated with a 1.94% increase in the labor force participation
of this group.

The data in Table IX are based upon 2 cross section analysis
of unemployment rates in different metropolitan areas. It might
_ very weli e that given the willingness to migrate of the U.S.
labor force, the higher participation rates associated with lower
unemployment rates may reflect the movement of those serious

about finding jobs to areas with job opportunities.
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Tehle ITH

Sensitivity Labor Force Participation Vatus
to Changes in the Unemployment Rate

Age-Sex and Marital Status

for Women N
Groups N
M tllt-19 "1 o 91‘**
(0,28)
M:20-2) +0.30
- (.11
M:25- - =0, 2N %
(0.06)
M:55-64 =0, 66t
(0,20)
M:65+ D1962'"'“'
(0.2L)
SW3lh=19 =0, T3
W (0.2k)
SWe20-21 =0,29
(0.25)
SW3:25<6}h =0, 57+
(0.20)
Sw:65+ =0,16
(0.30)
MW <0, T6%%
P 4.0918)
W=HA =0, T6%%
(0.25)
W =0, Bl
_ (0.17)
WW ‘ <0, 86
: (0,12
Total groups =0,68

. Adapted from W.G. Dowen and T,A, Finnegan "Labor Force
Participation and Unemployment", A,M, Ross (ed.), Employ-
ment policy and the Labor ilarket", University of California
Press, p. 154,

Notation:

¢ Significant at the 1 per cent level
M males

SW single women

MW mawied women

W=HA married women, husband present

W divorced women
‘W widowed women



However the large migration to California during the 1950's
- ook placé with unemployment retes at about the same level as
in thr nation as a whole. The migrants, in large part, came to
California without a job. They were both in the labor force
and unemployed. The unemployment rates did not reflect the
favorable employment opportunities, and it is employment opportunities
which draw people into the labor markef., Under certain dynamic
conditions unemployment rates sre not a good proxy for employment
opportunities, L B , PEEE
Rough];y for every 1% decline in unemployment, Bowen and
Finnegan indicate that 2/3 of li increase in the lsbor force
participation will occur. That is to lower the unemployment
rate by 1% something in the neighborhood of a 1.67% increase in
employment will have to occur,
Although there arel serious questions that can be raised
about the interpretaﬁon of cross gsection results, some , remarks
by Bowen and Finnegan are important for our purpose.

The other aspect of the results shown is the

differential impact of unemployment on the labor

force participation of the thirteen separate groups--
and, to our way of thinking, this aspect 1s as intriguing
as the total estimates. iarried women are the nearest

we -have to @ dominant group (in terms of the volume

of their hidden unemployment, that is), According to

our best estimates, they accounted for more thnn one third
of the total volume of hidden unemployment in urban areas
in 1960, All of the female zroups combined contributed
415,000 persons to the hidden uncmployment total--58 percent.
It is revealing to note, by way of contrast, that females
comprised only 34 percegt of total reported unemployment
in urban areas in 1960,

50 _Iki_d.o, Pe 156.



The effects of unemployment on the labor

force participation of teenagers also have
especially important soclal connotations., We

see from Table I that taking acrount of hidden
unemployment gives us an adjusted unemployment rate
for M: 1k-19 of 17.2 percent and for SW: 119 of
11,7 percent, compared with an overall adjusted rate
of 6,4 percent, While teenagers, as new entrants to
the labor force, can be expected to have unemployment
rates somevhat above average, the magnitude of these
differences is greatsr thaen we would expect on that
ground alone, and we view these findings as evidence
of a pgoblem of great social as well as economic signifi-
gance,

A tighter labor market should draw a substantial number of
women and teenagers and older workers into the labor force. Employ-
ment opportunities for these groups--created if need be by a
permanent Job Corps rrogram--can lesd to a substantial supplement .

to family income, This combined with full employment for the core

labor force group is the heart of any serious anti-poverty progrem,

6. Ibid.,p. 157, Note: Hidden unemployment is a measure of
the mumber hobt now in the labor force who would be in tha liboe force

if the unemployment rate were the target rate. Bowen and Finnegan,
like many others working in this field, use a L% definition of the
target unemployment rate,
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Employment Targets

One view of what the target unemployment rate should be can
be derived from the experience of other countries, In Table III
data on the "Percent of the Civilian Labor Force Unemployed in
Selected European Countries and the United States, 1950-62" is
presented, The numbers in parenthesis are these countries’
unemployment statistics revised to conform to American definitiona?
As a result of the experience recorded in Table III, Furépean
countries' employment goals call for much tighter labor market
conditions than both the U.S. experience and goals., Professor

Gordon estimated Furopean goals ast



Today in Yestern Europe 2 per cent
unemployment is the target most frequently
mentioned., When translated into American
definitions, this may mean an unemployment
rate from something below 2 per cent to
perhaps 3 per cent as a maximum, Virtually
all countries are very loath to announce an
official quantitative target. But various
scraps of evidence permit one to infer the
approximate goal in some of the leading
European countries today, expressed in terms
of American definitions, sbout as follows:

Per Cent
France. o ¢ o o « o 0 0 » 0 » o 2¢0=2 05
Gamny ® 06 ¢ © 2 ¢ o & ® ® + o 1 05"2 oo
S““n 6 6 0 e » 0 @ o © ® o o© 1 02-1 05
United ngdom'a e o006 s0 00 182 072

7. Ibid, p.L3.



Table TII8

Per Cent of Civilian Labor Force Unemployed
in Selected European Countries and the U.S,

195362
Bele Germany Nethei~ .  United

Yeoar. gium France Italy lands Sweden Kingdom U.S.
1953 °5.3 ... 5.5 .. 25 2.8 1.3 2.8
195'-‘ (-] Sla’o 1.6 502 80‘7 1@8 2b6 lno 503
1955 . 338 1.4 3.9 7.5 1.3 2.5 0.8 .2
1956 ~ 2,8 1.1 3.1 9.3 0.9 1.7 0.9 4.0
1957 » 2.3 0,8 2.7 T4 1.2 1.9 1.1 o2
1958 3 303 009 30? 60’4 203 205 107 606
1959 s 309 1.3 1.9 50'1 198 2.0 1.7 503
1960a> 3.3  1.2(1.9)0.9(1.0) 4.0(h.3)1.1  1.8°  1.3(2.L4)5.k
1961 - 2,6  1.1(1.7)0,6(0.5) 3.4(3.7)0.8 1q7(1,5)1.:é2°2)6.5
1962 @ 20 102(1.8)009 209(302). - 105(105)10 208)50,-1.

Q .

Sources of Datat Nanpower Statistics, 1950-1962(Paris Organiza-
tion for Ecenomic Co-operation and ﬁaielopment, 1963), except
for Swedish data for 1950-1959, which.are from International
Labor Review, Statistical Supplement, LXX (November, 1954), 98,
and Yearbook of Lebour Statistics, 1962 (Censvat International
Labor Office, 1982), table 10, The horirontal lines in the
Swedish column indicate minor changes in the method of compiling
the statistics,

a

The figures in parentheses for these years are unemploy-
ment rates revised to correspond to Americen definitions, They

are taken from Robert J, Myera, "Unemployment in Westarn
and the United States," in A M, Ross (ed.), Unemploymant in the

American Feonomy (New York: Wiley, 1944), p. 17h.
b
Revised figures not avallable

8. Adapted from R.A, Gordon, "Full Employment Aa a Poliéy
Goal", in A M, Ross Employment Policy and the Price Level,
University of California Press, 1965, p. 27+
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Another way of looking at unemployment rate targets is to
teke specific subgroups of the population and establish targets
for these subgroups. There is a structure--perhaps not too stable=-
among the age-sex, occupational and race subgroup unemployment
rates. Thus a first approximation only allows you to select one
target rate and, from this target rate for a specific subgroup,
an overall target rate can be derived as well as the specific
unemployment rates for other subgroups,

In the following diacﬁssion it is assumed that the structure
of unemployment rates for the various subgroups is stable. In
fact this structure varies. Professor R.A. Gordon in a comment .
on an earlier draft of this report has indicated that ", . . that
the relative pattern does change over the cycle"™ and that "Its
stability depends in part on the period over which a given expansion
occurs,"

If anything we can expect labor market tightness to decrease
uhemploymént rates for "non-prime"™ or "non core" groups in the
labor force relat;ve to the prime or central groupé-especially
to the extent that the non-prime group is subject to discrimination.
However general labor market tightness may draw more of the discrimi-
nated against and more secondary workers into the labor force.
Thus whatever happens to relative nnemployment rates will reflect
the effect of substitution in production on the one hand and the

response of labor market participation rates on the other.
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In Tables IV, VI, and VII ratios of specific unemployment
rates to the overall group average are presented for different
breakdown of the population. For example in Table IV, 1965 QI
the specific unemployment rate for males 25 years and over
was .65 of the unemployment rate for the entire labor force.

Tet us take as our target a male 25 years or over
unemployment rate equal to a Swedish or German target for their
entire labor force of 1.5 to 2.0%. Assuming the structure of
unemployment rates does not vary, the overall unemployment rate
will be from 1__%.2 3% to 2 _35_ If we want to achieve
overall European unemployment rates not for the entire labor force
but for the central element in our labor force ve will need to
generbte'much lower overasll unemployment rates thaf we have

achieved in the recent past.
- P : .
From Table IV we note that the unemployment rate for white

ales was .77 of the overall Tate {5 the 1965 QL A white mels

rate of 1.5% (2%) would be sssocisted with sn oversll rate of .
L.95% (2.59), 1.0, approxinstely 26 (2.5). Note that an over-
all unemployuent rate of 2% by ﬂw 1965 QI ratios would generate
the unenployment. rates exhibited. i.n 'l'able \ I



Table IV9

Ratio to Totsl:

Unemployment Rates by Age,

Color and Sex, 1965 QI

Age, sex, and color
Oversll rate . . .-

Totél.....u..
mle:-.k..oooon

-]

Femalee o« ¢ » o o »

20 to 2l years,

1 to 19 years. .
25 end over, .

® o © o ‘¢ e
e & ®& o a3 o
-6 © e a & @

14 to 19 years . .
20 to 2 years . . . .
25 and over . . . o o

*

Male, white 0 0 & 6 e o a
Nomhiteo a e e

14 to 19yeers: - '
m“- 6 6 o 6 8 o e
Nonwhite . . . . . .

20 years and over:
white, . ® ® ¢ 9o o @
Nomhit. °© o o @

- Female, white., . .
H thiuo o
1 to 19 years:
White., . . .
Nomwhite . . .
20 years and over:
whiu. e L L) [ -] L] .
Nomhit. :o 5 e s L

* ¢ & o
® ® ¢ o o
® ¢ o o ¢
s » ¢ & o

Barkeley,

e 6 8 o »

.3

-] L ] L 4 * » .0 - ©

Q 0 @ © e ¢ & 3 ©

¢

o

@ 2 ¢ 9 © .a o o o

> @

o LoB

1,20
.88
2,69
1.42
65
1,25
3.48
1.60
.88

e 3 ¢ 06 o & © o o

» o . 077

. J1:77

°o 20“0
L:67
1%&8
1.32
1.90
3,08
8.19

.90
1.58

9. Adapted from Gertrude Bancroft "Lessons from the
Pattern of Unemployment. in the Last Five Years",
@ paper prepared for a Conferen
Research, New York City June 1
the auspices of the Unemploymen
Economy Research Project, University

ce on Unemployment
«16, 1965, held under
t. and the American
of California,



Table V

Unemployment ﬁatea,- Age, Sex and Race
Assuming a 2% overall Rate

Male, White

1.54 Female, white 2,26
Non-White 3.54 Non<White 3.80
14 to 19 years 14 to 19 years
White L.80 White 6.08
Non<white 9.3 Non-White 13,58
20 years and over 20 yeays and over
White 1.30 White 1.80
Non-White 2.96 Non-White 3.16

I 1'. evident from Table V soclal policy might require the
development of labor market institutions which lower the
differentisls in white-non-white and teensger-adult unemployment '
rates, :Of .conrse .much of the complex of manpower, civil rights |
and Office of Fconomic Opporturity éxiogi'am is directed toward =
reducing these differentials. - However note that the Council
of Economic Advisors interim target unemployment rate of L%
implies a 18,(8% non-white mele tecnager and 5 092%' non-whi.te
male adult unemployimnt rate; The noh-'-u!;ite'femle teenager
unemployment rate of 27,16% implied in a L% overall unemployment °
rate presents an enormous task - for thé special programs. In
‘terms of the various special programs designed to reduce differen-
tial unemployment rates it seems odvious that tight labor markets
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are necded in order to bring the tasks of these special
programs down to a managesble size,

In order to achieve a 1.5% (2.0%) unemployment rate for
whitecollar workers (again assuming the stable relative
unemployment rate) we would need an overall unemployment rate
of 2,47 (3.2%) (Table VI)

Note that a 1.5% unemployment rate for white-collar
workers (2.L% overall rate) implies, given stsbility in the
ratios, a 1% rate for Professional and Technical workers and
a .8% for Managers, Officials, and Propirietors, That is the
ratios in Teble VII indicaste that severe bottlemecks in the
broad classes of workers will not occur even with an overall

rate some .6 of the Council of Fconomic Advisore interim target.
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10
Table VI

Ratios to Totsl: Unemployment Rates by Major
Occupation Groups, Quarterly Averages

1965
A

Major Occupation Group
Experienced Unemployed 1.00
White-collar workers .63
Professional and Technical o3

Managers, officials,
and Proprietors «33
Clerical Workers 090
Sales workers .88
Blue-collar workers 1.38
Craftsmen and foremen .98
Operatives 1.38
Non-farm laborers 2.28
Service workers 1.L43
Private household workers 1.13
Other service workers 1.53
Farm workers -&0
Farmers sud farm managers 013
Farm laborers asnd foremen 1.10

10, Ibigd,
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whether severe bottlenecks will occur in nicer classifica-
tions we cannot say, however, I would venture to guess that
severe localized bottlenecks within the labor force are mainly
the result of dynamic growth prop‘ortiea'or the economy rather
than of ovoran labor markot conditi.ons.

If we lower our target. and Say we want to achieve Europea;
standard 1.5% unemployment rates for the age-sex group with
the 1oweat specific unamployment rate in 196h--males 354
(Table VII, column 2)--the overall rate would be 2.7 (Even ir
we lower our sights to a 2% nnemployment. rate among males 35-!414

the overall unemployment rate will only be 3.4%.) :

On the basis of a very’ 1mmd object.tve-to reduce the = -

" unemployment rate among the. pri.ne groups to the European overall
atandard-«the target overall unemployment rate for the Unitpd

States should be within the" range of 2.3% to 3.4%, This target -

43 more like the Clark Comittee's target of 35. than the often
repeated Council of Economic Advisors' .'mterim target of h%.

11, See Subcommittee on Employment and Msnpower, Committee

on Labor and Public Yelfare, U.S. Senate, Toward Full % Ei“t'
Propcsals for a Comprohensive loyment a r rolicy in
the United Etnﬁs_, WnuEIngton, Government Frfnﬁ UTHce, ﬁ&;,

p. LO)

- .--xl
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Table VII
Estimate of Unemployment Rate
1970 1975 1980
19A; specific rates and 1970, '75 snd "80 Age-
Distribution of Labor Force

Unemployment Age-Sex Dis¢ribution Computation of
Rates 1964 of Labor Force Specific Contribution
Rete Ratio to to Unemployment rate
Total Rate 1976 1975 1980 1970 1975 1980
Totsl 5.2 ,
Male-total b7 2903 49 B3 60 986 ,580 .5717
Male 1L-15 9.0 3.3 0010 ,009 .009 017 .016 .016
16“17 17:11 3 0281 9_019 a019 0017 0062 0062 .055
18=19 4.6 2.803 030 .030 .029 084 .08y .081
20-2 8.1 1.557 ,086 ,089 .089 2133 138 138
25-3,4 3 ° 5 0673 .1,40 9159 0173 009)-‘ 0107 oll6
35Uk 2.9 o557 o127 .11 119 .070 063
h5=54 3.2 615 o2k ,115 ,100 .076 .070
55<6h 3.9 750 .085 ,083 .080 0063 062
65 + k.0 .760 02k ,022 .020 018 016 015
Female-total 6.2 1.192 0350 ,356 .359 AT b2l - oly
1,-‘“'15 5n9 10131‘ -005 0005 3005 0005 o°°5' N
16<17 18.8 3.615 012 .012 ,011 OL3 043 i
18-19 ,%.1 2.903 021 .021 .020 060 060
2%e2l 8.6 1,653 Oh9 051 ,053 . 080 .084
25"3,-‘ 603' lezu 0056 00.65 0072 ] 0067 0078
35-4h 5.0 .960 08y 059 062 061 ,056 - .0
4s-5k 3.9  .750 077 075 067 _ 058 056 - .
55-64 goz o673 .0L9 .05l 052 .032 034

65 + 653 . <012 021 013 2007 013068

FORECAST UNFMPLOYMENT . g
X Rate: 1,023 1.047

Wotet The Forecast Unemployment rate is the product of the 196,
specific unemployment rates and the forecast age-sex distribution
of the labor force. It can be interpreted as the aggregate
unemployment rate per 1f unemployment rate in 196} assuming

specific unemployment rates do not change and the welghts
change as forecast,



"

An additional bit of information eupporting a 3% unemployment
rate as' a first stage terget is that we achieved rates of

" 3.2%, 2,9% and 2.8% in 1951, *52 end '53. True this was a

Korean War period--but the economic affect of the Korean War’
was that of a broad based fiscal expansion..
G.tven that a 3% unemployment rat.e is feaaible in terms of

what othor industrialized economiea chieve and the epeciﬂ.c

' unemployment rates aaaociated with it, is there a feasible

program to achisve such retes in the near future?

- _f Belgi.un, Germany and It.aly reduced their unemployment
ratea from levels apprommating t.he U.S l.evel t.o a much lwer ;
leve‘.l. .'m ‘a relatively short um (Table III) In 1953 Belgium
had a 5 55‘ unemployment rat.c._ _Over the next h years the rute
was 5%(195hl, 3.8%(1955), 2 .,85(1955) and 2.3%(1957); the mrage

y'early reduction in unemplumnt rate was .9%. - Jﬁx11:l'mmg?h a ;:--'.

mninn i.n unemployment rat{ea set: 1n, so that b_v 1959 unemploy» A

"ment. peal:ed at 3.9%, the mt@ vas do’-m to 2% by 1962,

In 1954 Geruny had a musured: ntmlploymnt rate of 5.2

(the same as + 4 U.S. in- 19614).‘ This was followed by unemp

ment rates . o9ﬂ(1955'). .15(1956). 4 .T‘(l°57 and 158) -
1,%97‘ (19. 7). The ammal mrage roducuon in the nmpm,rmt '.
rats between 1954 and 1957 was .83%; between 195L and 1959 the

anoual average decline was .A6%. Sinee 1959 German unemployment
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rates have be'n below 1. There is no sign in the uuenploy‘-'.‘.‘-
ment data that Germany suffered any serious side. effects either
from the rapid reduction of the unemployment rate or the
continued maintenance of tight full employment. |

In many ways Italy is more lik- the United States than
Germany and Belgium in that it has a heterogeneous population
as far as educstion and sophistication is concerned. Italy
also has had a large internsl migration of a "different"
people from its south to the rest of the country, Nevertheless
starting with a 5.L% unemployment rate in 1959, the unemploy-
ment rate, by their own measuring techiique, was reduced to
L#(2960); 3.L%(1961) and 2.9%(1962); sn average of ,83% per year.
It is true Italy did undergo 8, pause in 1963-64, mai.nly
Idue to balance of payments and internal credit diff:lcultiuo ‘_ _
h Hmver, given that the U.3, had as 5 L% ummployment o
rate in 19A2, a decrease’ or lome .,7% per year should hm |
boen feaaible 1f ‘the European exporience is any guide, That .
| 1s a vigema expansion should have yi.elded a 4,72 ﬁnemploy- :
ment rate in 1963, up(wsu), and 3.3!(1965). As 11-. 1s the -
194l ‘'unemployment rate: was 5.2%. ’ ‘ '

There has been o great deal of’ aelf-congrawlati.ng
around Washington sbout the success of economic policy in’
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avolding a recession. From the point of view of unemploynient,

the years 1962, '3 and "6l can be interpreted as a high level

stagnation. The first quarter of 1965 is the first sign of

reai progress. As a result fears about overheating the

economy are being voiced by t;ﬁose vho accept stagnation as

' progress. |

‘ . It 18 worth noting that the G.N,P. annual. x,-ate in the:

.ti:q-st quarter of 1965 waaslh billion in excess of 198} s fom}'th
”--qua‘rter Q.N.P, - This is a rise of more than 2% in a quarter,

or ignoring compoundﬂ.ng more than an 8% anmal rat.e of :lncrenae,

i _.Thia 8% annual rate of increaah in outpnt was associated u:lt.h

a ,2 percentage pointa decrease in the unemploymedt rat.eo If'
we can extrapolate this progress for the next tow yeers. “- |
should achieve unenploymnt ratu o.t‘ 5&%, L.L%, 3.6%, and

2.8% for 196&-67. However the torecast as of midyear 1969
- 1s that ‘the oxpanaion rate of the first quarter of '65 will
not be mai.ntaimd, in ap:Lto of some additions} fiscal stimulue,
As a result the forecast ummploymnt rate for all of 1965 is
ha%, somewhat above the ac.hieved rates in 1965'- ist and 2nd
quarters. e foi i ;
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