
HOUSE No. 1200

Under Chapter 64 of the Resolves op 1931

BOSTON
WRIGHT & POTTER PRINTING CO.. LEGISLATIVE PRINTERS-

-32 DERNE STREET
1933

December, 1932

Cfie Commontocaltf) of

FINAL REPORT
OF THE

SPECIAL COMMISSION
ON

STABILIZATION OF
EMPLOYMENT





December 12, 1932.

To the General Court of Massachusetts.
The Special Commission on the Stabilization of Em-

ployment, authorized by chapter 64, Resolves of 1931,
presents herewith its final report.

Respectfully submitted,

STANLEY KING, Chairman.
KARL T. COMPTON.
HENRY S. DENNISON.
HENRY P. KENDALL.
JOSEPH La FONTAINE.
JAMES T. MORIARTY.
EDWIN S. SMITH, Secretary.

[Supplementary statement by Mr. Moriarty will be
found on the following page.]

Cfie Commontoealtfr of egassacfuioetts



HOUSE —No. 1200. [Jan4

With this report I am in full and complete accord, with
the exception of that part dealing with unemployment
reserves, where I desire to make the following qualifica-
tion: I would much prefer for working men and women
work security rather than unemployment reserves. How-
ever, it is apparent that the owners and managements of
industries have failed to provide such opportunities,
thereby making compulsory unemployment reserves
necessary. Although I shall support this part of the
report, I believed and hoped that it would be possible to
have enacted one uniform measure for unemployment
insurance to be applied throughout the United States.

JAMES T. MORIARTY.

Clie Commontoealtl) of egassaclnisetts

SUPPLEMENTARY STATEMENT.
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The Commission was appointed in July, 1931, by His
Excellency, Joseph B. Ely, in accordance with the provi-
sions of the following resolve, chapter 64 of the Resolves
of 1931, approved June 10:

C6e Commontoealt& of

RESOLVE AUTHORIZING THE COMMISSION.

Resolve providing for the Appointment of a Special Commission
on the Stabilization of Employment and Defining its
Functions.

Resolved, That an unpaid special commission, to consist of five or
more persons to be appointed by the governor, by and with the consent
of the council, and to be known as the special commission on the stabili-
zation of employment, is hereby established. One of the members shall
be designated by the governor as chairman. Said commission shall
collect and publish for the benefit of employers and employees in Mas-
sachusetts information on methods of regularization and stabilization
of business and employment, and shall further make such studies
within the spirit of this resolve as may be helpful in promoting steadier
employment for wage earners in Massachusetts. Said commission shall
be furnished with quarters in the state house, or elsewhere, and may
expend for expert, clerical and other assistance, from such appropria-
tion as may hereafter be made, such sums, not exceeding, in the aggre-
gate, thirty-five thousand dollars, as the governor and council may
approve. Said commission shall make a report of its activities and
findings to the general court by filing a preliminary report on or before
December first in the current year and a final report on or before
December first, nineteen hundred and thirty-two. Said reports shall
be filed with the clerk of the house of representatives and shall contain
the recommendations of the commission, if any, together with drafts
of legislation necessary for carrying said recommendations into effect,
and said final report shall also contain recommendations of the com-
mission as to the desirability of the further continuance of the work of
the commission and the auspices under which such work, if continued,
should be undertaken.





FOREWORD.

The Massachusetts Special Commission on the Stabi-
lization of Employment, appointed in accordance with the
foregoing resolve, has served without pay. The per-
sonnel of the Commission is as follows: Stanley King of
Amherst, chairman, president of Amherst College; Karl
T. Compton of Cambridge, president of Massachusetts
Institute of Technology; Henry S. Dennison of Framing-
ham, president of the Dennison Manufacturing Company;
Henry P. Kendall of Boston, president of the Kendall
Company; Joseph La Fontaine of Brockton, Order of
Railway Conductors; James T. Moriarty of Boston,
president of Massachusetts State Federation of Labor;
Edwin S. Smith of Framingham, secretary, Commissioner
of Labor and Industries. Of the sum of $35,000 ap-
propriated, about $34,000 has been expended.

Twenty-two meetings have been held. Joint meetings
have been held with the commissions of Connecticut and
New Hampshire. Contacts have been maintained with
various other state and government bodies. Members of
the Commission have met with the President of the
United States and the Secretary of Labor. Many Massa-
chusetts citizens have helped in the Commission’s work
with information and suggestions.

Harvey A. Wooster, Ph.D., was engaged as research
director, and had the assistance of a staff in preparing for
the Commission’s consideration studies of matters relating
to possible employment stabilization, including:

The causes of the world-wide depression.
Facts of employment and unemployment in Massachusetts
Causes of unemployment in Massachusetts, including seasonal, tech

nological and depression unemployment.
Methods by which Massachusetts employers can reduce seasonal un

employment.
Methods for combatting technological unemployment, including migra-

tion of industries from Massachusetts.
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Unemployment reserves and insurance.
Vocational training and retraining of adults.
Vocational guidance of adults.
Relation between school age and Massachusetts employment.
Public works planning and unemployment.
Public employment offices.
Private employment offices.
Savings bank life insurance.
Housing.
Policies regarding older workers in Massachusetts Industrie*
Development of natural resources in Massachusetts.
Relation of such development to employment.
Commercial and investment banking.
Fiscal policy of Massachusetts.

The Commission submitted to the General Court a
preliminary report, December, 1931 (House, No. 1100),
in which were three major recommendations: extension
of the public employment office system; regulation of
private employment agencies; and the creation of a state
planning board for public works, together with a con-
tinuous program of advance planning of public works.
These recommendations are all included in this final
report, but for details the preliminary report should be
consulted.
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Unemployment is not a new problem. It has been con-
tinuously present in society throughout recorded history.
The severity of the problem has increased with the in-
creasing complexity of life which has been an accom-
paniment of our industrial civilization. There are at all
times people unemployed in Massachusetts owing to causes
beyond their own control. The unemployment which
spread like an infection throughout the country, beginning
in the fall of 1929, grew to catastrophic proportions. Any
catastrophe a flood, a fire, a sinking of a ship at sea
forces attention on what caused it. Investigations,
spurred by calamity, have advanced human progress.
Walls restraining flood waters, fire protections, provisions
for safety of a ship’s passengers, have been mankind’s
answers to the challenge of disaster.

The Special Commission on the Stabilization of Em-
ployment was appointed during a time when an unusually
severe condition of unemployment prevailed. The Com-
mission’s mandate was the undramatic field of long-
range causes and remedies for a condition, the results of
which were pressing urgently on the hearts of people.
Jobless men were walking the streets. City and hamlet
alike struggled with the want and privation chargeable
to unemployment. Emphasis, from the viewpoint of
public interest, was being given daily and hourly to the

FINAL REPORT ON STABILIZATION OF
EMPLOYMENT.

PART ONE.

INTRODUCTION.



HOUSE —No. 1200. [Jan.14

immediate joblessness. It was too much to expect that
the long-range studies of the Commission, directed toward
prevention, would receive the same degree of interest
being summoned for the emergency or relief phases of
unemployment.

Yet from the standpoint of the future welfare of the
Commonwealth, the Commission’s sector of activity
namely, prevention —is of vital importance. The obli-
gation upon the enlightened leadership in Massachusetts
to carry this sector with every resource within its power is
clear-cut.

The Commission sees the discharge of this obligation
as a task which will take time. Essentially, a more
stabilized employment depends upon a more stabilized
industrial order. Complete stabilization would be stag-
nation. Change is a part of growth and progress. The
stabilization which should be sought in Massachusetts
must come within the orbit of change. It must be a
relative and not an absolute condition.

In heading toward greater stability of employment,
certain requirements emerge. First, faith in the possibil-
ities of constructive action is called for. In facing any
issue there always are those who hold that nothing can
be done anyway, and to those who hold this point of
view toward unemployment, all studies and investiga-
tions are a waste of time and money. There are some
of these people in Massachusetts. Many of them already
have pointed out to the Commission the futility of its
efforts. With these people in control, unemployment
would simply run its course unchecked. Business depres-
sions, followed by booms, -would be viewed as inevitable,
and that’s an end of it!

There is an opposite state of mind, however. Its
fruits here and there have been noticeable in improved
regularization of private business, in restraints exercised
during business peaks, and in plans for greater stability
put into effect during depressions. These scattering ac-
complishments have begun with an attitude of affirmation.

The second requirement is recognition of the fact that
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no one measure possesses panacea properties, but that
the combination of a number of measures can result in
a greater stability.

The third requirement is acceptance of the fundamen-
tally educational nature of any constructive treatment of
the problem. People must be brought to see facts as
they are. And when they have seen the facts, they must
be led to see what can be done about them. And when
this has been done, the responsibility for action must be
defined, and when defined, the necessary action brought
about.

The causes of unemployment are more complex than
the causes of many other forms of disaster. There is a
sharp diversity of opinion as to the relative importance
of various causative factors. The responsibilities for the
causes of unemployment are more difficult to place than
the responsibilities involved in other forms of catastrophe.
It is extremely difficult to secure any approach to unan-
imity of opinion as to where the seat of the trouble lies.
Suggested action for treatment of unemployment causes,
even when there is a quite general acceptance of the
validity of certain causes, means the inevitable dis-
turbance of deeply rooted industrial, social and personal
habits. Changes in habit patterns have always been slow-

The whole concept of stabilization of employment, in
fact, which comprehends planning, thinking and striving
toward the bringing about of conditions whereby people
who want work may have it as long as they perform it
satisfactorily, is comparatively new. Employment stabi-
lization efforts are a part of a typically American philoso-
phy. It is characteristic of American thinking to regard
no problem however complex as insoluble. This Com-
mission’s studies of unemployment in Massachusetts have
led to a conviction that something can be done about
unemployment. The problem cannot be solved by the
panacea type of treatment. There is no one remedial
measure which can banish unemployment overnight.
There probably is no combination of measures which can
work such magic. There are a number of things that
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can be done. Disagreement as to the relative efficacy of
these remedial measures will undoubtedly characterize all
approaches to the unemployment problem. This Com-
mission believes that it is of supreme importance in
Massachusetts, as elsewhere, to begin all considerations
of possible measures for preventing unemployment with
an attitude of reasonableness and a willingness to make
a start on mitigating the severity of the effects of unem-
ployment, even though it is recognized that any solution
or set of solutions can be only partial.

The appointment of the Commission recognized that
there are two sets of problems created by unemployment,

the problem of immediate relief and the problem of
prevention. This Commission’s field has been preven-
tion. In the following report we present proposals for
stabilization of employment in Massachusetts, also sum-
maries of studies which, in our judgment, should aid an
understanding of the problem.

To the main issue, as to whether or not study and
work toward stabilization is worth while, we can only
say that we believe it more desirable to try and put our
economic ship through the locks than to let it go over
the dam.

Any one who has given serious thought to the problem
of unemployment must have concluded that its solution
is no AB C affair. This Commission has no illusions as
to the infallibility of its proposals. Individually and as
a group we have given earnest thought to the whole
problem. We address our proposals to the General
Court in a spirit of candor, recognizing the fallibility of
any set of detailed proposals designed to remedy unem-
ployment, and yet with a plea that something of the same
seriousness of purpose with which we have sought to
inform our deliberations may characterize consideration
of them.

PROPOSALS FOR STABILIZATION OF EMPLOYMENT IN
MASSACHUSETTS.
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The conditions out of which unemployment has de-
veloped are complex. There is no magic cure. A com-
mon fallacy, in approaching the alleviation of unemploy-
ment, is to hold that if only this one thing or that were
done unemployment would disappear. That is not so.
The combination of a number of different sound measures
will bring some alleviation. If sensible people are con-
vinced that these various things should be done, and if
the ones who have the responsibility and the power work
toward their doing, then we will make progress toward
stabilization.

Unemployment knows no geography. It does not halt
at state boundary lines. Industrial competition between
States is a real condition. The fact that employment
cannot be fully stabilized, especially in depression periods,
through action in a single State leads some people to
conclude that all stabilization efforts should be central-
ized in the Federal authority. This sort of thinking does
not square with good sense, for much needs to be done,
and whatever stabilizes is worth doing. Individual em-
ployers can do a great deal, especially in the correction of
seasonal unemployment. Action by single States, if
soundly conceived, should be encouraged. It is better
for a number of States to work along lines of correction,
getting experience and accumulating evidence, than that
undue reliance be placed on Federal action.

The objective of all stabilizing efforts is to bring about
conditions whereby those who want work may have it.
The test of a stabilization proposal’s soundness, therefore,
is the degree to which it leads to employment of people
who otherwise would not be employed. We present here-
with a number of recommendations which, after earnest
study, we believe will help reach the objective in Massa-
chusetts.

In this section of our report the proposals are presented
in summary form. Several call for elaboration which is
contained in supporting data presented elsewhere.

There are three major types of unemployment, sea-
sonal, technological and depression unemployment. They
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are discussed in greater detail in the section “Unemploy-
ment Facts and Causes,” pages 58-87 of this report.

Seasonal Unemployment.

Much seasonal unemployment in Massachusetts can be
reduced by action of individual employers. A summary
of the actual experiences of employers who have made
progress in reducing seasonal unemployment, is given on
pages 88-102. We commend this record of experience to
the consideration of Massachusetts management. All
efforts of the various organizations in Massachusetts, such
as the Associated Industries, the New England Council
and others, which strive toward bringing about less sea-
sonality and greater regularity merit the utmost en-
couragement.

Management.

It has been well said that there is a vast difference
between average industrial management and the best
management. The progress of Massachusetts’ industries
and a considerable share of responsibility for employment
are in the hands of management. Indictments of manage-
ment in this State for backwardness and inefficiency have
been lodged frequently in the past, and some of these
indictments have been justified. Massachusetts has had
splendid manufacturing ability. Other sections of the
country have surpassed us in merchandising and market-
ing. Massachusetts industry should strive to develop
ability in these fields comparable with its abilities in
manufacturing.

Restrictive Legislation.

Massachusetts has pioneered in legislation aimed at
improving the conditions of labor. Some people main-
tain that this so-called restrictive legislation is the cause
of Massachusetts’ industrial retrogression, especially in
textiles. This Commission has not felt that it could
make a thorough study of this subject, even though it
were possible to justify such a study as being in its field.
It is extremely difficult to single out the influences of
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legislation on industrial migrations. Prejudice, miscon-
ception and bitterness further make it extremely difficult
to find clear cleavages of fact in this realm. There seems
justification for attributing migration of textiles to the
South in some part to the fact that Massachusetts’ re-
strictions as to hours of labor are higher than those in
competing sections of the country. This Commission
wishes to emphasize that a number of factors other than
restrictive legislation have played an important part in
the migration of the textile industry. It does not seem
sound to this Commission to move toward a broad abro-
gation of Massachusetts’ legislation regarding hours of
labor. From the economic viewpoint, the entire cotton-
textile industry South and North suffers from failure to
balance production and demand. In the face of this fact,
the industry has persisted in working long hours. Retro-
gression, therefore, as regards Massachusetts’ laws re-
garding hours of labor, does not seem called for. It rather
would seem that every effort should be made by Massa-
chusetts to help bring this particular industry nationally
to shorter rather than longer hours of work.

Technological Unemployment and the Shorter
Work Week

It is estimated that, in the United States, close to
12,000,000 persons are now unemployed. Of this num-
ber there are probably 3,000,000 persons who always will
constitute an unemployable or quasi-employable fringe.
This would include workers whose employment is of
casual nature, also those with physical, mental or other
unfitnesses. This group must be cared for by society.
It is those who can work and want to work who are our
chief concern.

How are the 9,000,000 going to get back to work? Is
it to be by a resumption of normal business, as judged by,
say, 1926 standards? We believe not. A return to-
morrow to normal business would not re-employ those
9,000,000. Probably as many as 5,000,000 still would be
out. The reason is that capacity production in many
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industries can be reached with fewer people at work than
ever was thought possible in past years.

These are among the grim realities of our present un-
employment problem which render it impossible to make
headway with our former ideas and standards. The only
way out seems to be through a general shortening of the
number of hours people will work. In the past, we have
talked about a fifty-hour week or a forty-eight-hour week
as though they were ultimate standards. It is conceiv-
able that we should stop thinking in terms of any set
number of weekly hours. Right now a movement is
organizing to “share the work”, that is, to cut the present
“pie” of available work into more pieces. This Com-
mission gave its informal endorsement to one such plan,
the New Hampshire Plan, developed by Harold M. Davis,
a Nashua, New Hampshire, engineer, following joint con-
ferences with the New Hampshire Unemployment Re-
lief Committee. We have been informed by the Share-
the-Work Movement of the Federal Reserve Banking and
Industrial Committees, the national organization through
which work-sharing plans are being put into effect through-
out the country, that a million jobs already have been
created (November 20, 1932), and that the movement is
gaining such momentum that it bids fair to bring into
employment hundreds of thousands more.

The significance of all this, for long-range stabilization,
is that, whereas staggering of work, sharing of work, and
other devices have aimed primarily at spreading employ-
ment during hard times, it is highly probable that meas-
ures of similar sort may be necessary for all times. Hun-
dreds of employers in the United States now are acquiring
definite experience with shorter hours of work. This
experience, more than any amount of theory, should help
determine whether or not the shorter work week can be
built into general industrial practice. The theorists say
it must. The practical man has hesitated to agree,
because he usually has a conception of standard work-
ing hours. For some years, however, hours of labor
in almost all occupations have been diminishing. In
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practically all industries and in non-industrial lines the
number of man hours needed to turn out the same or
greater volumes of product has steadily decreased. More
auto tires are made today by fewer people. A process
of continuous rolling of steel sheets has reduced the
number of hours of human labor to about a tenth
of what it once was. The same trend is observable in
the food industry, the textile industry, and in others
more production with fewer people. Developments in
machines, methods and management whereby this has
been brought about will not stop in the years ahead.
There must be adjustments, however, whereby people
can have employment, and a major adjustment would
be general shortening of hours. The man hours neces-
sary to turn out the product must be divided among
more people, which means that each person will work a
shorter period.

As a factor in long-range stabilization, we cannot
exaggerate the importance of this policy. We do not
believe laws should be made, for the situation is so com-
plex that hastily drafted laws would harm more than they
would help.

Recommendation. We recommend that the Governor
give consideration to calling together a group of repre-
sentative industrialists, educators and leaders of the labor
group to develop a program of study of the whole shorter
week movement as it might apply to Massachusetts in-
dustry. The specific objective of such a study would be
to determine whether or not a system of flexible working
hours might be adopted in Massachusetts by which the
number of working hours might be decreased or increased
as unemployment increases or decreases.

Voluntary Action and State-compelled Action.
There are several schools of thought regarding action on

unemployment. One school maintains that all action
should come from within industry and business volun-
tarily. Another school goes to the opposite extreme,
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maintaining that the State should be dominant in repair-
ing the social and industrial order. Another body of
opinion is midway between the two extremes, believing in
the necessity of voluntary action, and also holding that
certain things must be done through state compulsion.

This Commission primarily believes in the necessity of
any and all sound measures for reduction of unemploy-
ment. More can be done by voluntary action of individual
employers and by industrial groups than has been done.
In this report we give space to “Methods for Reducing
Seasonal Unemployment” 1 and to other phases of stabili-
zation which must be advanced through voluntary action.

We also believe in a certain degree of state guidance and
state compulsion, and in the following recommendations
we list specific things to be taken in hand by the State.
The recommendation which will provoke the greatest dis-
cussion is the system of state-compelled unemployment
reserves. The claim will be made that unemployment
reserves are desirable but should be left to the individual
industrial or business establishment. We wish action
might be left to such volition, but we are convinced, from
a study of past experience, that if it were so left very little
would be done. There are today only a small fraction of
employees under any form of unemployment insurance or
reserves. At the same rate of growth, it would be decades
before a much larger fraction would be covered. We
therefore recommend that the action on this matter be
state-compelled. We make the recommendation in full
consciousness of the grave implications of putting into law
a measure whereby industry must pay people who become
unemployed through no fault of their own. We have
weighed every aspect of the question. We are convinced
that unless the State makes a start, there will be no appre-
ciable progress.

We recommend the following lines of action by the
State toward stabilization of employment.

See pp. 88-102,
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Compulsory Unemployment Reserves.
We recommend establishment of compulsory unemploy-

ment reserves to which employers of ten or more persons,
except in agriculture and certain special employments,
shall be required to contribute 2 per cent of the pay roll of
all employees except those who received more than $1,500
during twelve months prior to unemployment. The em-
ployer’s payment is to be made monthly or oftener to an
unemployment reserve fund deposited with the Treasurer
of the Commonwealth for account of the employer and his
employees, each employer’s deposits to be kept in a sepa-
rate account. It is not to be drawn upon by any other
employer or by the employees of any other employer, or
for any purpose except for benefits during unemployment
and for such administrative expenses as are chargeable
against the account.

The employer may substitute his own voluntary plan,
providing the benefits offered are at least equivalent to
those required by the bill, subject to approval of the De-
partment of Labor and Industries.

Under our proposed plan, benefits from each employer’s
account are to be paid eligible employees laid off more than
four weeks or dismissed for no fault of the employee, pro-
viding the employee is unable to find suitable employment
by the end of four weeks. The amount of the benefits is to
be one half the normal wage or salary of the employee, but
not to exceed $lO a week. Benefits are to be paid for not
more than ten weeks in any twelve months. 1

Each employer’s liability is limited to the amount of his
unemployment reserve account and to the 2 per cent con-
tribution described above. He cannot be required to pay
more. When his account becomes exhausted, his unem-
ployed workers draw no further benefits.

When an employer’s unemployment reserve account
amounts to $5O per covered employee, he is required to
contribute only 1 per cent of his pay roll, as long as the
account remains at or above this level. When his account

1 A corresponding arrangement is provided for cases of part-time unemployment of more
than half the normal full time. (See pp. 212, 213 below.)
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reaches $75 per employee, no further contributions are to
be required so long as his account does not fall below that
level.

The cost of this plan to the employer is limited to the
cost of the 2 per cent contribution. His employees must
still bear, if unemployed, the loss of all wages during the
first four weeks, of all unemployment beyond the ten
weeks’ benefit period, and of all unemployment after the
employer’s account in the unemployment reserve fund is
exhausted, together with half or more of the wages lost
during the benefit period.

This heavy cost still remaining upon the out-of-work
employee is one reason for requiring that all the contribu-
tions to the unemployment reserve fund shall be made by
his employer.

An equally important reason is the probable effect of the
contribution in stimulating the employer to reduce as
much as possible the number of lay-offs and dismissals in
order to keep his unemployment reserve at the $5O or the
$75 level and thus reduce the amount of his contribution.

It is possible, by careful management, to reduce labor
turnover materially. In our belief, a large number of
Massachusetts employers have not proceeded as far in
this direction as it is possible for them to go, and it is the
intent of this unemployment reserves recommendation to
force upontheir attention the desirability and the necessity
of exerting every effort in this direction. We believe the
effect of this bill when enacted into law will be a substan-
tial decrease in the amount of unemployment in normal
years. The passage of the workmen’s compensation act
resulted in a marked decline in the number of industrial
accidents. There is need for a “safety first” movement
for labor turnover similar to that stimulated by work-
men’s compensation.

We do not believe that the individual employer unaided
can reduce to any great extent the unemployment due to
business depressions; hence the limitation of the benefit
period to ten weeks, and the period of unemployment
covered to fourteen.
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We have recognized the responsibility of the community
at large by placing upon them the cost of administering
this act. We believe this cost will not be large. It is com-
posed of the cost of administering the mechanism of the
act, the additional employment offices, and the system
of reports and accounting that must be developed and
administered by the Department of Labor and Industries,

and the expense of investing and administering the
reserve fund. The latter should pay for itself. 1 The
former is insurance against unnecessary unemployment
and a better organized method of carrying unemployment
relief, now borne to a considerable extent out of public
funds by public welfare departments.

An unemployment reserve fund may be set up in any
of three ways, with contributions by employees, with-
out them, or non-contributory with provision for volun-
tary contributory supplementation to fit individual cases.

The pros and cons of these three may be argued from an
ethical basis or a practical. On the former that is, on
grounds of fairness there could probably be little
question that any plan of unemployment reserves which
undertook complete relief of employees should be con-
tributory. But the bill here presented 2 goes a very short
distance toward complete relief, so that arguments, which
refer consciously or unconsciously to schemes which would
pay benefits sufficient for full support, do not concern us
here. It is wholly out of the question at this early stage
of experience to attempt to set up by law and on a broad
scale any reserve fund large enough to afford full support
to the unemployed.

Funds which plan for partial relief only are in fact con-
tributory. The employee contribution in them is of the
same nature as coinsurance. Receiving only partial relief
the employee must himself save something for the con-
tingency of unemployment or run the risk of having to
scratch for the balance when the contingency arises. And
this form of contribution has both a temporary and a per-
manent advantage: it allows us to take the first steps in

1 See pp. 141, 142. 2 See Appendix A, pp. 192-236.
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this new field with safety, but, nevertheless, to be put in a
position to learn a great deal from the experience which
willresult; and it permits a wide freedom for supplemental
contributions to fit the variety of individual needs. For
the moment, at least, it is clear that this coinsurance form
of contributory plan is likely to be both more instructive
and more safely so.

Finally, if the law embodying such a form allows
and its administration encourages the voluntary in-
stallation of supplemental contributions, any demands of
fairness can be met and met in such a variety of ways
that special differences will be best suited and the result-
ing experience will be most instructive. Surely, there can
be no argument that a maximum payment of $lOO during
the first fourteen weeks of unemployment allows room for,
if in fact it does not demand, supplementation of one sort
or another. If an employee contribution were to be in-
serted into the proposed bill it must in fairness be addi-
tional and increase the benefit; it cannot on any plea of
justice be deducted from the proposed employer contri-
bution.

Assessing the pros and cons from the practical basis
leads to the same conclusion. Fundamental to our plan
is the separate treatment of the fund of each employer.
If employees who have contributed to this fund shift their
employment, careful provisions must be made to guard
against rank injustice. And in general it will be found
that all the provisions for special and individual employee
claims upon the funds will, in contributory plans, have
to be developed very elaborately more so than our
present inexperience allows us.

It is important at the beginning of an undertaking of
systematic unemployment relief that the chances of
setting in motion all possible preventive influences be
worked out. It is decidedly undesirable that the chosen
system exert influence in a direction opposite to preven-
tive measures. Such, for example, would be a uniform
flat assessment on pay rolls of employers put in a pooled
fund, thus making employers with steady operation pay
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more and those with the least regular employment pay
least. Both industrial fire and industrial accident insur-
ance have proved that rates adjusted to individual care
and carelessness and to natural risk have a real preventive
influence. No one just now can be certain that the same
will be true of unemployment assessment, but the only
practical and allowable working assumption is that they
may, and hence that a scheme which may be expected to
exert such preventive influence is the one which should
be selected.

Employers who have become conscious of the many
evils of personal irregularity, to the number of hundreds
if not thousands, have been able to do something 1 towards
regularizing. The possibilities of any one employer are
limited, though real enough within those limits. No one,
for example, could expect a single employer under the
heaviest incentive to smooth out the business cycle for
his own company. But no one can assert finally now
that a financial incentive, working upon thousands of
employers, will not induce them to take a multitude of
small measures which in the aggregate effect will lessen
the extremes of cyclical swings. And it is the extremes
rather than the swings themselves which do the damage.

It is wholly possible that the charges of such an unem-
ployment reserve fund as it is here suggested will call
persistent attention to the true costs involved in excesses
of irregular operation, and gradually modify measures
and policies so as to reduce such excesses. All kinds of
unemployment cyclical, seasonal and technological
can be mitigated by the reduction of such excesses. At
any rate, this possibility should be fully worked out.

The fundamental case for unemployment reserves lies
in the fact that under a democratic form of society we
are practically forced to prevent any large scale starva-
tion. Funds must be provided somehow. Gathered dur-
ing times of stress, through taxation or by gifts, they tend
to make conditions worse. Like other reserves for con-
tingency they should be gathered in good times if they

1 See ‘‘Methods of Reducing Seasonal Unemployment," pp. 88-102 below
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are to do the most good and the least harm. And if so,
they must be systematically provided for. It is practical
sense to build a system of fund provision such as will be
more logical in placing the burdens and exert the utmost
possible effect on lessening rather than increasing the
severity of the contingency to be met. If an unemploy-
ment reserve fund is not such a system, we cannot escape the
necessities of the situation by rejecting it. It can only be
rejected if a better system is substituted.

If a system for unemployment relief is to be set up to
offer all possible influence toward the diminution of un-
employment, it certainly must avoid all knowable chances
of intensifying unemployment. One precaution, there-
fore, must surely be taken with reference to the forms of
investment allowed to the reserve fund. Few if any
business cycles are merely cycles of production. All have
a credit, financial and investment factor in many cases
an overwhelming influence. An unemployment reserve
fund will be accumulated and invested during prosperity
phases of the cycle. Its investment will be sold mostly
during depression phases. When financial swings and
industrial swings run parallel, investment of the fund in
the regular run of bonds intensifies the upswing of the
market, and to liquidate it intensifies the depressive in-
fluences. And since an important part of industrial ac-
tivity depends upon the ease of bank credit, which in
turn is affected by the bond market, such intensification
results in tendencies to still greater activity during booms
and much greater restriction during depressions. It is
highly probable that the investment of reserve funds in
the usual type of bonds would result in a net increase of
unemployment.

The bonds whose price behavior is most favorable are
United States government bonds, especially those repre-
senting short-term obligation. Without question, then,
the investment of an unemployment reserve fund, whose
special nature it is to require a sale of its investments
principally during depressions, should be restricted to
United States government securities.
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As long as Massachusetts is among only a half dozen
or so States in setting up such a fund this restriction may
be sufficient. But if a number of such funds come into
being their effects upon the price behavior of governments
may push them nearer the class of the usual savings bank
list. Then it will become necessary, as it is now desir-
able, to take further action.

The lines of this action are clear. The central influence
upon the credit market in this country is the Federal
Reserve Bank system. Its influence has recently been
strengthened and is likely to be further enhanced. The
one best way, therefore, in which the reservation of un-
employment funds and their subsequent sale can be made
to work positively toward the diminution of the excesses
of industrial and financial ups and downs is to invest
such funds with the Federal Reserve Banks.

Such investment is impossible now, the Commission is
informed. But the Federal law can be supplemented so
that States may deposit unemployment funds and pos-
sibly other funds with Federal Reserve Banks, probably
at a fixed, low rate of interest.

We therefore add the following recommendation:
Memorial to Congress asking for Legislation Authorizing

Deposits of Funds in Federal Reserve Banks. We recom-
mend a memorial to Congress requesting legislation to
authorize the deposit of state and local funds, at least,
those having the nature of reserve funds, in the Federal
Reserve Banks at nominal rates of interest, such deposits
to be optional with the States and cities.

Public Employment Offices.
We repeat the recommendations for the expansion of

the Massachusetts public employment office system made
on pages 24-27 of the Preliminary Report of this Com-
mission. In particular, we recommend the establishment
of at least two additional main offices and of a system of
branch offices, one in each important industrial commun-
ity. The recommendations in the Preliminary Report
were based on a study, by Miss Mary La Dame, of the
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needs of Massachusetts and of the public employment
offices in this State as then constituted. 1 The first of
the recommendations has been carried out by the ap-
pointment of a full-time director of public employment
offices. We strongly urge the adoption of the remainder
at the earliest possible moment.

The importance of an improved and extended public
employment service as a means of reducing the amount
of unemployment in years of normally active business has
become more obvious with the later work of this Com-
mission, which has made increasingly evident the need
of better organized placement service as a concrete means
of helping to cope with the underlying change of workers
from one employment to another in such way that the
worker will be put in touch with available work in his
line with a minimum loss of time and expense to himself.

Private Employment Offices.
We recommend as another essential part of the better

co-ordination of placement services for Massachusetts
workers the regulation of private employment offices in
accordance with the recommendations on pages 27-38 of
our Preliminary Report. Study of this subject subsequent
to our Preliminary Report has resulted in certain modifi-
cations of the bill submitted with the Preliminary Report. 2

Vocational Education for Adults.
Expansion of the system of state-aided vocational edu-

cation for adults is needed in order to bring about adequate
vocational rehabilitation for workers whose skill has lost
its market as the result of changes in industry. These
people cannot be fitted again into industry at levels com-
mensurate with their value to the community unless they
can get vocational retraining of the type appropriate to

1 Miss La Dame, formerly of North Adams, is the country’s foremost authority in th
field. She is a collaborator in the book, “Public Employment Offices,” by Shelby Harriso
and Associates, and had completed studies and reports upon the public employment office
of New York and New Jerseybefore undertaking her work for this Commission.

2 See Appendix A for revised bill, pp. 181-191
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their experience and capacities and to the needs of in-
dustry.

The Commonwealth has co-operated with the Federal
government in vocational rehabilitation of the physically
handicapped. The value of this work is unquestioned.
We believe great value will come from retraining the
skilled and semi-skilled physically competent workers,
whose skills no longer are needed because of the changed
conditions of industry, vocational retraining, not
merely vocational training.

At present, Federal-aided vocational training has offered
adults only additional training in trades previously fol-
lowed. We suggest the desirability of action in retraining
by the Commonwealth without Federal aid, and a me-
morial to Congress to amend the act under which aid is
granted, so that Federal funds may be used for retraining
people in new fields in which the previous experience and
aptitudes of the worker make his success probable.

Vocational Guidance for Adults.
We recommend that, when the time seems appropriate,

a state system of vocational guidance for adults be or-
ganized co-operatively under state auspices, and at state
expense, by local state-aided vocational training centers,
public employment offices and industry.

The reason for this recommendation is that many un-
employed workers ordinarily do not know about the
existing facilities for vocational training, the relation of
those facilities to their needs, how to get in touch with
them, nor the relations between the experience and apti-
tudes in declining trades and in trades having increasing
need of workers. We feel that at present there is a lack of
contact whereby workers may go from declining jobs to
other types of work, and this point of contact we believe
should be provided in the public employment offices and
their proposed branches as outlined in the foregoing
recommendation.

In the meantime we recommend authorization for joint
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investigation by the Department of Education and the
Department of Labor and Industries of the means of
carrying out a vocational guidance project involving the
vocational training facilities of the cities and towns, the
public employment offices, and the possible use of adult
vocational guidance counselors in connection with both. 1

Increase in School Age.

We recommend a progressive increase in the age at
which children are permitted to leave school for work,
from 14 to 16 years, in two one-year steps, beginning in
1933.

This would remove from the labor market, already
increasingly overcrowded as a result of three years of
depression, perhaps 9,000 children. In more normal times
the number might run as high as 15,000. Whatever other
reasons may exist for or against such action, it is plain that
this step would be of real assistance in retaining at work
some of the older boys and girls and adults now displaced
by the employment of children of 14 and 15.

Ratification of Child Labor Amendment.

This Commission recognizes in the non-uniformity of
labor laws in the various States an unstabilizing influence
in competition between States, and is unanimous in
believing that greater uniformity is desirable. There is a
difference of opinion in the Commission as to how this
uniformity should be brought about.

Messrs. Compton, Dennison, La Fontaine, Moriarty
and Smith favor ratification by Massachusetts of the
proposed child labor amendment to the Federal Con-
stitution, and also favor an amendment to the Consti-
tution permitting the enactment of Federal legislation
directed toward greater uniformity in labor conditions
throughout the country.

Messrs. King and Kendall, while concurring in a desire
1 See Appendix A, pp. 237, 238, for proposed resolve.
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for uniformity of labor conditions in the various States,
do not believe in the wisdom or probable effectiveness of
Federal legislation to that end.

Basic Information for State Industrial Develop-

ment.

The support and stimulation of existing industries, and
the establishment of new industries to take the places of
those that wane or move, are among the necessary steps
for stabilizing employment in Massachusetts. In order
to take these steps intelligently, the Commonwealth
needs basic information which it does not now possess
regarding natural resources. For example, the only topo-
graphical survey of Massachusetts was completed over
forty years ago. It is on too small a scale, never was
fully accurate, and much of it has been rendered prac-
tically obsolete by changes in highways, etc. Its unre-
liability makes new and expensive surveys necessary for
all large public construction undertakings. The geological
survey, although somewhat more recent than the topo-
graphical survey, also is unsatisfactory in several respects,
especially because it fails to indicate the condition and
value of the various rock formations. Many facts about
our natural resources and conditions have been estab-
lished, but never have been systematically collected or
arranged, and are now too scattered to be found readily
when needed. Wherever such data concerning water
courses, rainfall, temperature changes and other natural
conditions are incomplete, further studies are needed to
fill the gaps. Studies along these lines have been under-
taken in several other States, with highly valuable results
in terms of new industries and helpfulness to existing ones.

For two years representatives of interested organi-
zations 1 have been considering new topographical and
geological surveys, to be supplemented by biological,
meteorological and other studies of natural conditions.

1 The Massachusetts Federation of Planning Boards, the Massachusetts Forestry Asso-
ciation, the Associated Industries, the New England Council, societies of engineers, presi-
dents and heads of scientific departments in Clark University, Harvard University, Boston
University, Massachusetts Institute of Technology, the Massachusetts State College, and
other educational institutions.
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This group has organized as the Conference on Land
Economic Survey, and has brought proposals to the
attention of the General Court. As a result of its activi-
ties an act was passed at the last session (Acts of 1932,
chapter 138) authorizing the Department of Public
Works to make sample surveys and requiring a report on
other proposals.

This Commission believes that the surveys advocated
by the Conference on Land Economic Survey will pro-
duce the fundamental facts about the State’s natural
resources that are now lacking. We therefore endorse
the present proposals of the Conference and recommend
that all possible effort be made by the General Court to
begin the proposed topographical survey at an early date,
and to follow with other essential surveys as rapidly as
conditions permit. We also recommend, without speci-
fying the type of organization to be charged with the
work, that steps be taken immediately to collect and
make available for proper use all existing data regarding
the physical resources and possibilities of Massachusetts.

Public Works Planning Board.
We repeat the recommendation in our Preliminary Re-

port, pages 38-51, calling for the establishment of a
Public Works Planning Board and the development and
maintenance through its activity of a continuous five-year
plan for public works in Massachusetts.

A suitable pre-planned program makes possible the
construction of public works in larger amounts during
periods of unemployment without resort to the wasteful
building of unnecessary projects, creating a greater de-
mand for labor at critical times without added expense
to the Commonwealth, and serving as an aid in regu-
larizing the flow of business through cyclical periods.

Statistical Information Service.

We recommend the establishment in connection with
the Public Works Planning Board, and in co-operation
with the Department of Labor and Industries, of a sta-
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tistical information service providing monthly informa-
tion available to business and the public as to the state
of business and employment in Massachusetts and the
relation of business and employment here to other
sections of the country.

This requires no legislative action additional to that
recommended elsewhere in this report, since the functions
here described are either carried on already by the Di-
vision of Labor Statistics, or are assigned to the Public
Works Planning Board. Co-ordination of these services
is essential.
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CAUSES OF THE DEPRESSION. 1

The immediate incentive for the creation of this Com-
mission and for similar commissions in other States was a
condition of widespreading unemployment accompanying
depression of business activities throughout not only the
United States but virtually the entire civilized world.
We have regarded the economic background for the studies
and recommendations of this Commission, therefore, as of
such importance that a special study has been made under
the Commission’s direction of the whole post-war economic
picture.

We present here a summary of the study, and we believe
that a reading of this section is essential to an understand-
ing of the problems confronting any body of citizens
attempting to make headway against unemployment from
the long-range viewpoint. We wish to emphasize that in
spite of the fact that unemployment in Massachusetts has
been indirectly affected by world conditions and by
national conditions beyond its control, action of real
importance can still be taken in this State to improve
our situation. We feel that this section, “Causes of
the Depression,” will be a powerful, even though an
indirect, argument to any thoughtful person for taking
steps toward a more stabilized order of things.

The Course of the Depression.

After the armistice was declared, a short-lived boom
swept through the world, to be followed by a severe, and
in many countries prolonged, depression. In 1922 re-
covery began in Australia, Canada, France and the United
States. Financial difficulties and political uncertainties
delayed the revival in certain countries, but by 1925

PART TWO
Section One.

1 The supporting data for this section of the report are'found in the publications of the
League of Nations, United States Department of Agriculture, Federal Reserve Board, and
the National Bureau of Economic Research.
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conditions throughout the world took on a rather bright
hue. To be sure, many nations lagged behind, England
Rumania, Brazil, Japan and others. On the other hand,
in the United States people began to talk of the “new
era”, a happy state in which prosperity is the norm of
economic life.

When one considers the extent of the problems of post-
war reorganization, with demobilization of men and
industry, currency and credit derangement, political
controversy and changed international economic relation-
ships, it is amazing that the recovery came so rapidly.
The last half of the post-war decade saw rapid price
fluctuations disappearing, production and trade develop-
ing rapidly, and profits as well as workers’ incomes advanc-
ing. Beneath this apparent prosperity, however, there
were many elements of instability, some left from the war
and others newly developing, which threatened the “new
era”.

By 1927-28 every country except Japan, Mexico, Tur-
key and Rumania 1 had participated in the turn toward
prosperity. By the end of 1930, the entire world except
Russia, had plunged into depression. The downturn
appeared first in Bolivia and Australia in 1927, and in
Germany and Brazil in 1928. India and Poland recorded
their recessions at the beginning of 1929, followed by
fifteen countries in the latter half of the year. Five more
countries began to decline in the first half of 1930, and the
roster was completed when France, Yugoslavia, Norway
and Denmark succumbed before the end of the year. The
depression had reached every important capitalistic
nation.

The course of the depression has not been without its
spectacular episodes. In its early stages it appears to have
developed along such undramatic lines as the decline in
construction in the United States, the accumulation of
stocks of many raw materials, and the downward drift of
commodity prices. By midsummer, 1929, the advances

1 Based on National Bureau of Economic Research “News-Bulletin,” September 19, 1The study includes 34 countries, excluding Russia.
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in production, trade and employment had stopped. The
first real shock was the crash of the New York stock
market. To be sure, the Federal Reserve Board had
issued a warning statement in February, and had advanced
the rediscount rate to 6 per cent in August. The market
was weakened by enormous flotations of new securities in
the summer and the tightening money market. The fail-
ure in England of Clarence Hatry, an important invest-
ment banker, as well as the advancing of the Bank of
England rediscount rate to per cent on September 26,
started a wave of selling. In eight weeks the level of
stock prices fell 42 per cent. During the last quarter of
the year, production declined rapidly, a condition quickly
reflected in the labor market.

Few believed that a severe depression was imminent.
The stock price decline was regarded rather as a healthy
development, correcting a situation which had been ob-
viously out of balance. Consequently, the President of
the United States called together leading bankers and
business men, urging them to push construction work to
bridge the gap of temporary recession. That they sup-
ported this program is evidenced by the slight recovery
in production and pay rolls in the early months of 1930.
For much of 1930, business policies were based on the
hypothesis that the depression would be short-lived. Pro-
duction was maintained at a faster rate than consump-
tion, and large inventories were built up in many lines.
During the latter part of the year production declined
rapidly.

The early months of 1931 repeated those of 1930.
Once more an upturn in production, and the checking of
the persistent increase in the number of unemployed,
made it appear that the depression was passing. But
May witnessed the collapse of the leading bank in Austria,
the Creditanstalt. This was all that was required to
shake the tottering financial structure of all Europe, hi
particular, it spelled trouble for both Germany and Eng-
land. Despite the attempt of President Hoover to assist
by initiating a year’s moratorium on all intergovern-
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mental debts, the European situation grew increasingly
critical, and in September England abandoned the gold
standard. At the same time, Europe lost confidence in
the stability of the American currency. The international
situation, which had only touched this country indirectly
up to this point, now became focused on the United States,
and a new phase of the depression began. There was a
rapid withdrawal of gold, and for the first time America
lost confidence in herself. Hoarding of currency and per-
sisting bank failures actually threatened the security of
the financial structure. Emergency legislation eventually
was passed and government credit was made available
through various emergency corporations to support the
economic structure. However, 1932 saw new lows reached
in production, employment, profits (now often deficits),
commodity and security prices.

No single measure of the increasing severity of the de-
pression through the world is as distressing as the spread
of unemployment. Even the relatively prosperous years
1925-29 saw from 6,000,000 to 8,000,000 unemployed
in the industrial nations of the world. By the end of
1929 it is estimated that 10,000,000 were totally out of
work; by the end of 1930, 20,000,000; by the end of
1931, 25,000,000. No allowance is made in the figures
for the many millions who were employed only part time.

The present depression is not the result of any single
cause, such as the excessive speculation in the stock
market in 1928 and 1929, but the result of many elements
of weakness which had developed in prior years. Any
one of these might have caused some degree of instability.
All together, they made it impossible to resist the forces
of recession, and difficult to bring about revival. The
problem of preserving some semblance of balance in a
dynamic economic world, with shifting products, processes
and markets, is a difficult one at best. The controls ex-
isting under the capitalist system take the form of prices,
competition and the automatic operation of the gold
standard. These controls, greatly weakened by recent
trends of economic development, proved inadequate to
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cope with the tremendous adjustments made necessary
by the war and later developments of the decade. The
following pages of this section of our report discuss
briefly the forces contributing to the depression in the
fields of production, prices, international economic rela-
tionships, banking and public finance. The discussion
can be incomplete at best. Some important economic
factors, such as installment selling, the rapid growth of
large corporations through mergers, the penetration of
the industrial revolution to India, China and South
America, and the rapidly changing character of demand
for goods and services must be omitted, as well as others
not directly in the economic field, such as the revolutions
in South America, the troubles in the Far East, and the
political uncertainties in various European countries.

The Disorganization of Production.
The period since the war witnessed a rapid increase in

production throughout the world. The record for the
United States is as follows:

Index Numbers of Production United Stab

1922. 1925. 1928. 1929.

Agriculture ....... 100 110 115 113
Mining 100 133 143 150
Manufactures ....... 100 120 136 146
Construction

.......
100 143 159 133

In most other countries production made an even more
rapid advance than in the United States. At three points
these trends in production did not augur well for the
stability of the world, raw materials, construction and
other durable consumers’ goods, and productive capacity.

Raw Materials.
The troubles of the raw material industries can be traced

directly to the war. The war appeared endless, and the
producers of war materials, steel, copper and the like pro-
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ceeded to expand their capacity, often greatly increasing
their indebtedness in order to do so. Even when the war
ended, expansion continued under the stimulus of the
post-war boom. And in the ensuing years their over-
expansion did not become apparent because the period of
reconstruction and new construction supported the de-
mand for their products. Other industries, chiefly those
producing foodstuffs, were stimulated indirectly by the
elimination of competing areas which had previously been
important in the world supply. The return of the missing
areas to production was but a matter of time. By 1925
European beet sugar production had reached its pre-war
level, and more recently Russia again entered the world’s
wheat market as an exporter. In the meantime, rapid
technical advances were made in agriculture. The number
of tractors in use in the United States increased fourfold
in ten years. Mechanical devices such as the wheat com-
bine were introduced, while the increased use of fertilizer
and the increase in the number of large farms also swelled
the output. The countries exporting raw materials found
themselves faced by tariff barriers established by various
nations in order to protect and stimulate agricultural
production within their own boundaries.

The immediate effect of this condition of overexpansion
was relative weakness of raw material prices. These lower
prices seem to have had little influence in reducing the
volume of production. In fact, there is evidence that
many producers endeavored to offset the lowered return
by increased output. In our economic system it is easy to
expand, but the process of reduction is never so simple.
High prices easily persuade a farmer to increase his acre-
age, but experience shows that low prices are much less
effective in inducing him to restrict his area. Similarly
producers of minerals, with mines opened and large smelt-
ing and refining plants constructed to meet the war
demands, could not easily be forced to dismantle. Even
the policy of partial or temporary shutdown is made diffi-
cult by the specter of overhead costs. (Reduced capacity
does not lead to reduced indebtedness.) In many in-
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stances governments or private organizations endeavored
to maintain prices. Rubber, coffee, wheat, tin, copper and
many other commodities were thus artificially supported.

The result of this policy of valorization was that accum-
ulations of stocks began to appear. Sugar stocks were
large since the seasons of 1924 and 1925. Rubber stocks
mounted rapidly in 1926. Coffee began to accumulate in
the last half of 1927. The serious piling up of wheat stocks
began with the crop of 1927, and was made acute by the
enormous yield of 1928. Wool stocks increased notably in
1928. Lead stocks were large by 1927, and tin stocks
began to pile up rapidly in 1928.

All in all, it does not appear that these accumulated
stocks were a dominating factor in precipitating the
collapse. However, once prices began to fall, the effect of
the stocks was to make them decline with extraordinary
rapidity. Again, raw material producers demonstrated
their inability to retrench. The world’s output of food-
stuffs actually increased. Mineral output fell off, but
consumption declined at an even greater rate. In every
raw material, with the possible exception of petroleum,
stocks advanced rapidly as prices fell. The adjustment of
supply to demand which is supposed to operate through
the mechanism of prices had failed to maintain thebalance.
The result was the sharp curtailment of purchasing power
in countries or in areas within countries which depend for
their income upon raw materials.

Construction and Durable Consumers' Goods
The war years had left a building shortage, and con-

struction in the United States more than doubled from
1919 to 1925. Many business analysts regard this ad-
vance, together with expansion in the automobile industry,
as the prime cause of the revival in 1922 and even of the
prosperity period thereafter. But 1925 did not mark the
end. Construction continued to advance until 1928,
when the total volume exceeded $12,000,000,000, or
nearly one seventh of the entire national income. It was
apparent that the country was becoming overbuilt in
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certain lines. Vacancies appeared and rents began to fall.
Furthermore, the tightening of money rates in 1928 dis-
couraged new construction. The contracts awarded for
residential construction began to decline in February,
1928,and fell by one third in twelve months. Other indus-
tries directly dependent upon construction for their mar-
ket were immediately affected.

It has long been recognized that the construction in-
dustry plays an important part in business fluctuations.
The new construction in any one year represents only a
small proportion of the total buildings in use. It may
disappear completely or double in volume without an
appreciable immediate effect on the rental market. The
forces of demand and supply, based upon the total de-
mand and total supply, are slow to act. Fluctuations in
construction are therefore apt to be governed to a con-
siderable degree by conditions of the immediate money
market and material costs.

The recession in construction set in motion forces
which tended to drag down other industries. Any de-
cline in industrial activity leads to a decline in employ-
ment, which in turn leads to a reduction in consumer pur-
chases, and ultimately to further declines in production
somewhere in the system. In addition, industrial expan-
sion is halted, and the industries producing machinery
and equipment may be completely shut down. A vicious
spiral is set in motion tending to prolong and deepen the
depression.

One of the significant developments of the decade prior
to 1929 was the increase in the industries producing dur-
able consumers’ goods, such as automobiles, radios, elec-
tric refrigerators and the like. These products involve
the piling up in consumers’ hands of what might be called
“stocks of unused services”. The purchase of these
durable products tends to concentrate in prosperous
periods and to disappear in depression, leading to greater
instability in our economic system. This is particularly
evidenced by the record of the automobile industry.

Since 1923 the automobile industry has been the
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largest manufacturing industry in the country. Its
record to date has been an exceedingly unstable one.
The minor recessions in 1924 and 1927 saw declines in
automobile production of 10.7 per cent and 29.3 per cent,
respectively. The output in 1928 (4,359,000 cars) set a
new record, and this rate was exceeded in 1929, when the
high point of 538,000 cars per month was reached in
April. By June nearly 600,000 unsold cars were on hand,
and in July plants began to shut down. Production in
1932 has averaged about 150,000 per month, with the
quietest part of the year yet to come.

It is most unfortunate that the largest manufacturing
industry in this country is essentially unstable in behavior.
The nature of the demand for automobiles, the life of the
product, and the behavior of its consumers are relatively
unknown matters. Style changes and technical improve-
ments complicate the situation and render precarious the
position of any single producer. Price plays a compli-
cated part in relation to production and consumption.
The used-car market and the growth of export trade are
both uncertain factors. The unusual manufacturer-
dealer relationship introduced further complications,
while the dealer-consumer relationship, with the exten-
sive use of installment credit, has contributed to the
instability. And finally the state of competition must
be noted. Three major producers each offer cars in
various price groups. Each is prepared to provide more
than his share in the market. Continual changes in
style and price make the position of each uncertain.

The automobile industry is not to be regarded as a
peculiar case. Rather, it represents the new group of
industries which are increasing in importance, radio,
electric refrigerators, airplanes and the like, industries
whose growth has made stabilization more difficult.

Productive Capacity.
There is a considerable group of economists and others

who hold that the years of prosperity led to undue ex-
pansion of industrial equipment, and that insufficient
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purchasing power was distributed to the workers to
enable them to purchase the goods made available by
the new plant. Unfortunately, it is impossible to verify
or refute this hypothesis by recorded facts. We do know
that new industrial construction and machinery produc-
tion went on at a rapid rate through the period. We do
know that every industry suffers chronically from excess
capacity. On the other hand, there was no evidence in
the years before the crash of the piling up of stocks of
finished goods in tremendous quantities or of prices
declining under the strain of an excess supply. And
considerable excess capacity is to be expected in a world
of competition, style change, peak loads, seasonal fluctu-
ations and obsolescence.

The ability to produce is not determined solely by
investment in physical plant and equipment. Of even
more importance are scientific discovery and improved
organization. Even such a standardized matter as rail-
road operation has yielded to “rationalization”. An
index of railroad efficiency prepared by Dr. Parmalee,
director of the Bureau of Railway Economics, shows that
if the average for 1920-24 be taken as a base, efficiency
had increased 23 per cent by 1929. The record in industry
is much better. Some idea of the present speed of me-
chanical advance is given by an estimate recently made by
a group of engineers, that were production to start today
at the 1929 peak rate, it could be done with 55 per cent of
the working force needed in that year.

The reorganization of industry is continually going on.
Mergers and technical improvements tend to increase out-
put and throw men out of work. It must be a flexible
system indeed that can keep the balance true between
product and purchasing power, and between labor demand
and labor supply. Authoritative estimates show that at
no time from 1921 to 1927 were less than one and one half
millions unemployed, despite the development of certain
new industries, and the rapid expansion of occupations
relating to automobile sales, service and filling stations.

The basic difficulty which has developed here is the
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result of two conditions: first, the increased pace at which
productivity has advanced, due to the speed of mechanical
invention and the availability of capital; and second, the
less flexible organization of post-war economic life. In
many instances future trouble was virtually assured by
interference with the normal process by which the less
efficient should be eliminated, in the form of tariffs or
government subsidy, cartels and other industrial organi-
zations, and banking support of weaker industries or con-
cerns. The inflexibility of prices and the immobility of the
labor market also hampered the necessary readjustments.
If mechanical invention continues at its present rate, the
absorption of the displaced workers and the maintenance
of purchasing power will require much more effective
measures of control than those operating during the past
decade.

The Disturbing Behavior of Commodity Prices.
In the so-called capitalist system prices play a central

role. On them rests the responsibility of balancing pro-
duction and consumption in each market, of directing
producers into profitable fields and out of overexpanded
industries, and finally, of directing consumption among
domestic and foreign commodities so that equilibrium
will be attained in the foreign trade balance.

The Behavior of the Price Level.
‘ The post-war speculative boom lifted commodity prices

(wholesale) to a point in May, 1920, approximately two
and one half times the pre-war level. They declined
sharply in the next twelve months, and finally came to rest
at a level about 50 per cent above the pre-war level. Then
began a slow downward movement, which suddenly be-
came very rapid toward the end of 1929. The recent
record of American prices is as follows:
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Index Numbers of Wholesale Prices United State
[1926 = 100.]

1927. 1929. 1930. 1931,
(, jgg*1925.

All commodil 103.5 95.4 95.3 86.4 73.0 65.4

106.7 96.5 97.5 84.3 65.6 55.6

Finished produc 100.6 95.0 94.5 88.0 77.0 70

No single thing misled business forecasters in 1929 con-
cerning the future of business as did this price record.
Past periods of prosperity have usually terminated after
a sustained rise in commodity prices. The failure of the
commodity markets thus to reflect any speculative tend-
ency was taken to indicate a healthy condition.

There are many explanations for the failure of prices to
rise. Improved methods were lowering costs. The raw
material markets were heavy with potential or actual
overproduction. And the speculative forces appear to
have concentrated on the security markets. But the most
important influence making for a price decline elsewhere
was the fact that the world’s gold supply had become
increasingly concentrated in France and the United
States. This meant that currency and credit were cur-
tailed in other countries, while in the two which held gold,
the central bank authorities did not allow it to exercise its
full influence on the domestic price level.

Prices might have fallen more sharply in 1928 and 1929
were it not that the organization of industries into asso-
ciations and cartels, and various forms of price controls,
pools and control boards of primary products, valorization
schemes and their like, tended to make the price system
artificially rigid. In nearly all cases they succeeded
temporarily, but were eventually overwhelmed by eco-
nomic forces. At the same time, wages became less
flexible, overhead costs increased in importance, and
taxes were rising.

The downward creeping of the price level and its later
precipitous decline disturbed the economic mechanism in



HOUSE — No. 1200. [Jan.48

two ways. The first was its effect upon demand. A de-
cline in prices creates expectancy of a further decline.
Prospective purchasers await the anticipated fall, and by
waiting, help to cause it. Speculators withdraw from the
various markets. Demand is curtailed, production de-
clines, unemployment increases, and a vicious downward
spiral is set in motion.

More important as a disturbing element is the fact that
many transactions take the form of contracts involving
money payments over a long period of time. When
prices fall rapidly, the borrower finds it increasingly dif-
ficult to maintain payments. The real burden of his
debt increases with every decline in prices. This situ-
ation does not apply only to bonds and mortgages, but
includes wage contracts when fixed for periods of several
years, long-term rentals, life insurance premiums and
benefits, reparations, and statutory payments, such as
workmen’s compensation and old age pensions.

An estimate by Dr. Royal Meeker places the total debt
in the United States, eliminating foreign debt, in 1929 at
8209,000,000,000. By 1932 this was reduced to $171,000,-
000,000. But the 1932 dollar had so much more pur-
chasing power than that of 1929 that the 1932 debt
burden, if measured in 1929 dollars, had not decreased
but actually increased to $262,000,000,000. This is a
general way of saying that farmers, railroads, govern-
ments and others are finding it difficult, and sometimes
impossible, to pay obligations incurred at higher price
levels. Profits disappear, output is reduced, and unem-
ployment ensues. Business failures, bankruptcies and
defaults follow events which not only undermine con-
fidence, but directly deepen the depression still further.

Disorder Within the Price Level
The decline in prices has not come about evenly.

From 1925 to 1932 raw material prices have fallen 48
per cent, wdiile finished goods have declined 30 per cent.
For particular commodities, the divergence is even more
striking. Similar inequalities have developed between
wages and the cost of living and between prices in dif-
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ferent countries. These inequalities exceed those of any
previous price decline for which we have record.

The margin which has appeared between prices of raw
materials and finished goods since 1929 does not indicate
high profits to manufacturers. It rather reflects, in part,
the weaker bargaining position of raw material producers;
in part, the time lag between the purchase of materials
for production and the sale of the final product; and in
part, the difficulty of reducing selling prices when volume
of sales is declining and when important elements of cost
(both labor and fixed charges) resist liquidation.

As the result of the inequality of the price decline,
shifts have taken place in the purchasing power of various
groups in the community. The greater decline in farm
prices than in manufactured goods means that farmers,
as a group, are unable to purchase relatively as much;
and because they are unable to purchase, the demand for
manufactured goods decreases. The basic problem in-
volved here is how the flow of goods to consumers can
be maintained or increased, with the real value of raw
materials so low and the cost of finished goods relatively
so high. The world needs a larger production, for ex-
ample, of steel and steel products, at lower prices, and a
smaller production of most foodstuffs and textile raw
materials at higher prices. Neither adjustment is easy
to make, for the maladjustment is quite as expected.
The manufacturer finds it easier to reduce production
than to lower costs, and the farmer cannot afford to
restrict his output while his prices are falling. In the
meantime, the disorder in prices creates a deadlock,
tending to bar recovery.

The Collapse of International Trade.
At no point in the economic structure did the war make

as great changes as in international economic relationships.
Germany was saddled with reparation payments. The
United States, a debtor nation before the war, suddenly
became a creditor nation. These changes necessitated
readjustment of all the normal trade relationships among
nations.
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Before the war the gold standard had served the purpose
of maintaining proper balance in international trade. If
any one country, for example, imported more than it
could pay for with its exports, including invisible exports
such as shipping services, the accommodation of visiting
tourists, etc., either of two things happened: First, it
might pay with gold. In this case the loss of gold would
reduce its currency or curtail its credit, thus lowering its
prices while prices would tend to advance in the country
receiving the gold. The price differential thus created
would tend to reduce its imports and increase its exports,
thus rectifying the balance. Second, it might be financed
by bank credit in the exporting country, tending to ad-
vance interest rates there, and thus attract funds while
the easier credit situation in the importing country would
permit expansion of industry and would tend to encourage
foreign investment or at least the depositing of funds
abroad.

Most countries were forced off the gold standard during
the war. However, by 1927, nearly all apparently had
returned to it, either by devaluation or by borrowing from
the United States. Reparations payments were being
made as well as payments on the interallied debt. This
apparent adjustment was but a mere fiction. At no time
were the payments made by Germany or received by the
United States in commodities and services. They were
paid in gold or with credit, and there was little gold avail-
able in Europe for such payments. In the five years 1924-
28, the United States made private foreign loans exceeding
$3,000,000,000, of which over a billion was in 1928. Dur-
ing the same five years Germany borrowed three and a half
billions from other nations. As the speculative boom
developed in the United States, not only did it become
increasingly difficult to market foreign securities, but
European funds began to flow to this country, helping to
keep credit easy and supporting the advance in security
prices.

When it was no longer possible for Germany to obtain
funds to meet reparations by the flotation of securities
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abroad, she turned to the bankers. For a period of some
months the tottering structure was propped up by short-
term bankers’ loans. But the flow of gold to the United
States continued through 1929 and 1930. In the spring of
1931 the withdrawal of funds from Germany, resulting
from the failure of the Austrian Creditanstalt, threatened
complete collapse. The Hoover moratorium and various
standstill agreements by private bankers gave temporary
relief. The strain proved too much for Britain, and in
September she was forced off the gold standard. Other
countries followed until now (November, 1932) only six
remain on the gold standard. The mechanism has com-
pletely broken down.

The balance of trade in commodities has been slow to
adjust itself to the new situation. At least three obstruct-
ing forces were present. The first was that the return to
the gold standard in many cases after the war had been
accomplished without the necessary readjustments of
prices and wages. In England, for example, the return to
the pre-war standard had lowered commodity prices with-
out effecting a similar decrease in wages. In France, on
the other hand, the process of devaluation had left wages
relatively low as compared with commodity prices. The
second was the policy of central banks, particularly in the
United States and France, which did not permit gold
movements to exercise their normal influence on the level
of prices. The third was the rapid development of eco-
nomic nationalism, particularly in the form of tariff
barriers.

The complete collapse of world trade during the depres-
sion is a clear indication that it was built on an insecure
foundation. The record for theUnited States is as follows:

Index Numbers of the Value of Foreign Trade United States.

1926. 1928. 1929. 1930. 1931. (9 Months’

Exports 100 107 109 79 50 37
Imports 100 93 100 69 47 37
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The record for other countries follows much the same
pattern.

The difficulties of adjustment in foreign trade are due
in part to the erratic behavior of prices and foreign ex-
change in countries most of which are no longer on the
gold standard. In addition, are a multitude ofrestrictive
commercial policies imposed by the various countries,
including not only the more obvious erection of tariff
barriers, but financial restrictions on foreign exchange and
other regulations. Dominated in each instance by the
selfish interests of the country concerned, these have
tended to be offset by similar actions by other countries,
resulting in little but interference with the normal proc-
esses of trade. Under these conditions, it is extremely
difficult, if not impossible, for forces working toward
readjustment and stabilization to make any headway.

The Difficulties in Finance and Banking.

One might expect that, because of its large gold hold-
ings, the banking system of the United States would
stand out as one strong spot amid instability. Such is
far from the actual truth. One of the extraordinary
features of the “new era” was the persistence of bank
failures. In the ten years from 1922 to 1931, inclusive,
8,784 banks failed. Of this number, 5,141 were closed
during the prosperous years 1922 to 1929, and 3,643 in
1930 and 1931. Most of these banks were small. Only
18 per cent were members of the Federal Reserve System,
though membership in the system proved to be no
guarantee against failure. The high number of failures
indicates the weak position in which many small banks
found themselves, particularly those in midwestern
agricultural areas.

These bank failures were most often a reflection of the
difficulties in agriculture. The war had caused a boom
in the prices of farm land, the Department of Agriculture
reporting land values in 1920 to be 70 per cent above the
pre-war level. In certain areas they advanced far above
the general average. The purchase of land at such high
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prices was usually accomplished with the aid of mort-
gages. As the value of land declined, the underlying
mortgages became less secure. By 1922, land values had
dropped to 39 per cent above pre-war, and then gradually
fell to 16 per cent by 1929. These values reflected the
difficulties which farmers faced in meeting their expenses.
The result was that small local banks, lacking diversified
holdings or outside support, were gradually forced to
shut their doors.

At the same time that one group of banks was strug-
gling for its very existence, others were increasing the
volume of credit. The record of the banks which report
weekly to the Federal Reserve Board (representing about
two thirds of the outstanding credit) is as follows:

Loans and Investments of Reporting Member Banks.
[June weekly averages (billions of dollars).]

1922. 1925. 1928. 1929. 1930. 1931. 1932.

Investments . . . 4.2 5.3 6.2 5.8 6.0 7.8 7.5
Loans onsecurities . . . 3.9 5.3 7.0 7.3 8.6 6.8 4.8
Other loans .... 7.1 8.1 8.9 9.1 8.5 7.9 6.6

Total 15.2 18.6 22.1 22.2 23.0 22.4 18.9

It is evident that the expansion of credit was con-
siderable, and also that it did not flow into various
channels evenly. The “other loans”, which are chiefly
commercial loans, increased 28 per cent from 1922 to
1929, somewhat less than the expansion in production.
Bank investments, on the other hand, increased 38 per
cent, and loans on securities 87 per cent.

This situation was unhealthy and was so recognized
by the Federal Reserve Board. It had endeavored to
check the expansion in 1928 and 1929, both by selling in
the open market and raising the rediscount rate. On
February 7, 1929, a public statement was made that
“the functioning of the Federal Reserve System has
encountered interference by reason of the excessive
amount of the country’s credit absorbed in speculative
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security loans”. However, it was not until September
that the speculative mania was finally checked. Then
security prices declined even more rapidly than they had
advanced. The record is below.

Index Numbers of Security Prices

The declining prices of securities led to many forced
sales by margin operators, which, of course, further de-
pressed the market. The holdings of banks themselves
were declining in value. In certain cities, whose industries
had been most severely hit by the depression, runs on
banks and ensuing failures began to appear.

The situation became truly critical in the summer of
1931. The banking system suddenly found itself threat-
ened by three different attacks. In the first place, the
bond market collapsed. From July to December, 1931,
the Dow-Jones index of 40 bonds declined more than
one third. Most bank investments are in the form of
bonds. Secondly, there was a rapid withdrawal of funds
from the country by foreign creditors. In the third place,
the American public for the first time lost confidence and
withdrew currency for the purpose of hoarding. Only
unprecedented open market purchases by the Federal
Reserve Banks, the enactment of emergency legislation
such as the Glass-Steagall Bill, and the use of government
credit through the National Credit Corporation and the
Reconstruction Finance Corporation, to support not only
many banks but also railroads, States and municipalities
that were facing the necessity of defaulting their bonds,
averted the complete collapse of our financial structure.

There can be but little doubt that the banking system
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of the United States has been tried and found wanting.
The national banking act had endeavored to bring order
into a chaotic situation by setting up certain regulations
concerning the behavior of individual banks. The Federal
reserve act had sought to institute some control over credit
expansion and contraction. Many believed that through
this agency a force for stabilization had been created which
would prevent severe fluctuations of business in the future.
But the Federal Reserve System was unable to avert the
crash, or to prevent the depression. In the first place,
only 8,707 of the 25,110 banks in the United States,
accounting for only about 60 per cent of the credit ex-
tended, were members of the system in June, 1929.
Secondly, the controls which the Federal Reserve Board
and the Federal Reserve Banks can exercise through open
market operations, rediscount rates and public appeals
proved sadly inadequate.

The Increasing Cost of Government.
Among the strains which appeared during the post-war

decade must particularly be noted the increased cost of
government. To some extent, one might expect this after
a war largely financed by borrowing, which left nations
with assumed obligations toward those who had seen war
service. But in quite another respect expenditures have
increased. It has become necessary for government to
assume supervising, regulatory and even competitive or
monopolistic relationships to enterprise. Furthermore,
the state has tended to assume an ever increasing re-
sponsibility for individuals threatened with economic
hardship. All these activities of government appear
sooner or later in the form of taxes.

The National Industrial Conference Board has com-
piled the following table of government expenditures in
the United States:
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Gross Governmental Expenditures United States.
[Billions of dollars.]

1890. 1913. 1925. 1929.

Federal 3.8 3.9

State

Local

1 .4 1.5 2.0
1.8 5.8 7.1

Total 11.1 13.0

Because of the changing price level, the dollar unit is not
a satisfactory basis for comparison. It is more significant
to note that in 1913 the cost of government in the United
States was 8.5 per cent of the national income; in 1929
it was 15.3 per cent. 1 For Germany, where the “social
services” of government are perhaps most highly de-
veloped, estimates show an increase in the same period
from 15.7 per cent to 27.6 per cent. In the United States,
government indebtedness has shown the astonishing
increase from 4.2 billion dollars in 1913 to 30.2 billion
dollars in 1929, of which 13.5 billion dollars has been
assumed by State and local governments.

While it is impossible to determine with any degree of
exactness the economic effects of the change, certain con-
clusions are inescapable. A considerable part of these
additional burdens is put to unproductive uses. Ex-
penditure for armament and defence belongs in this
category, as well as payment to foreign governments for
reparations or public debt. In the United States, the
extraordinary increase in expenditures for education and
highways may be included in this class. In the case of
certain countries, notably Germany, the provision of new
capital for productive industry has been quite obliterated
by the needs of the government. Furthermore, the
scheme of taxation, particularly in the United States, has
often been such as to place the burden on the consumers,
the proceeds being used to repay debts held by the more

Rough estimates place the figure for 1932 at 30 per cent
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well-to-do classes, thus tending to increase savings and
capital investment while curtailing consumers’ purchases.

The expenditures of governments appear to be largely
fixed in character. While considerable economies un-
doubtedly can be made at certain points, they have
proven extremely difficult of accomplishment. But the
depression has greatly reduced incomes of all branches of
government. In the United States, many municipalities
and States so expanded their debt during the prosperous
years that they could not borrow to meet the resulting
deficit. The result was that by 1932 many state and
local governments were compelled to curtail their public
improvements, causing added unemployment and inac-
tivity in the industries providing raw materials. Further-
more, they were forced to provide greatly increased
funds for relief. The only avenue open lies in increased
taxes. But these increased taxes cannot help but exer-
cise a further depressing effect on industry. Thus another
vicious spiral appears.

Recapitulation.

The preceding pages should make it clear that the
incidence of the depression and its severity and length
cannot be easily explained. This is not the first depres-
sion through which the United States has passed. Since
the Republic was founded, there have been at least
thirty-five recessions in business activity, some mild, as
in 1900, 1910 and 1923, others severe, like those of 1893,
1907 and 1920. The normal state of business appears to
be fluctuation from prosperity to depression and back to
prosperity again. It is evident that the controls which
now exist are not able to provide stabilization.

The preceding discussion leads to the conclusion that
the severity and length of the present depression are due,
first, to the inability of the economic structure to adjust
itself to the tremendous changes and elements of insta-
bility which the post-war years brought; second, to the
weakening of the controlling forces by the evolution of
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the economic system and by conscious interference.
The inflexibility of the price structure and the rapid rise
of large corporations have weakened the effectiveness of
prices and competition. The speculative mania destroyed
the rationality of investment. Governmental policies of
price stabilization and tariff barriers only made matters
worse. At no time since the war has the gold standard
operated with the effectiveness of the pre-war period.

It is obvious that no single agency can bring about or
maintain stability. Yet there is no excuse for inactivity.
This is not a case where the chain is as strong as its weakest
link, but where the rope is as strong as the sum of its
strands. Only by the highest form of co-operative effort
in industry and the various branches of government
throughout the world can stability be achieved.

This Commission does not find that in Massachusetts
the facts of unemployment and the causes of unemploy-
ment are substantially different from those operating in
other sections of the United States. Massachusetts is
older and her industries suffered from the forces of
change sooner than has been true of other sections.
Industrial migration has meant the building up of new
industrial areas at the expense of the older ones.
Therefore the relative importance of various factors
which cause unemployment in all sections of the country
differs considerably in Massachusetts from the influence
of these factors in other States.

Before considering the immediately inducing causes of
unemployment, which are seasonal, technological and
cyclical in nature, it must be recognized that underneath
the complex interaction of unemployment causes and
effects are certain imponderables, human attitudes,
motives and habits. In any individual case of unem-
ployment these underlying imponderables may interact
with causes immediately inducing the unemployment.

Section Two.

UNEMPLOYMENT FACTS AND CAUSI
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A weaver in Lowell may be affected by industrial migra-
tion, by technological improvements in the textile in-
dustry, by changes in the habits and tastes of consumers
throughout the United States, by tariffs, and by the
weaver’s personal attitudes and habits. Furthermore,
just as various causative factors may be present in a case
of individual unemployment, so may a number of causes
converge in a mass of unemployment.

Freedom of Enterprise.

Our economic system is characterized by freedom of
individual enterprise whereby any one may enter any
lawful occupation, with some few exceptions, to which he
inclines or into which he is thrust by circumstances. He
may go to work for any one who may hire him. He
may set himself up in any business for which he can get
capital. All of this means that many persons enter
occupations for which they are unfitted.

This freedom admits into business as employers not
only those likely to succeed, but also those bound to fail.
It admits of the racketeering type of employer, who hires
under such terms that workers are driven from his em-
ployment. It admits not only careful labor managers,
but those who look upon all efforts to regularize employ-
ment as nonsense, and who continue to hire and fire at
will, adding annually to the number of workers moving
from job to job or into joblessness. Employees, because
of freedom of enterprise, get into positions for which
they are not fitted, holding on to them by whatever de-
vice they can call upon, losing them perhaps in the end
because of incompetence, and going into unemployment
with slight, if any, training for a new job. This indi-
vidual freedom in occupational choice should not be
greatly modified, much less abrogated. It results in
unusual achievement and a fair percentage of occupa-
tional fitness. In so far as it is accompanied by the
present high percentage of blind and accidental choice,
it would seem to need supplementing with some practical
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means for directing or guiding choice in the direction of
the individual’s fitness. By such directing and guiding
at least some of the unemployment due to unregulated,
unintelligent and uninformed choice may be reduced.
This Commission believes in freedom of enterprise and
in occupational choice. It also believes that freedom of
choice should be supplemented by as much supervision
as is practicable for intelligent occupational guidance
both of children in schools and for adults.

The Roots op Unemployment.

The economic and industrial roots of present unem-
ployment are intertwined with the World War and its
repercussions on every phase of life; 1 with the drastic
decline in agricultural values; with the invention Of pro-
ductive facilities and the development of every device of
salesmanship to aid consumption of goods; with the
stuffing of business with too much capital; with the out-
break of an international speculative fever; with a world-
wide economic crisis; and with many changes in industry
which have meant an accelerated rate of obsolescence.
It must be recognized that these underlying factors,
while they may not be the inducing causes of unemploy-
ment in Massachusetts, must be given consideration, for
an understanding of the problem of unemployment is
impossible without admitting many imponderables into
the picture.

The unemployment of depression periods traces back
to these imponderables as well as to those elements in
the economic and industrial structure which can be
measured to a certain degree.

The Distribution of Wealth.

Among these underlying factors is a situation illus-
trated by the following facts regarding distribution of
wealth.

It has been emphasized during recent months that we
“Causes of the Depression,” pp. 36-58.
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have more food in the country than we could eat up in
months if we never plowed another furrow or fattened
another animal; yet people are hungry. We have more
cotton and wool and leather than we could wear out in
months if we never raised another boll of cotton, sheared
another sheep, or tanned another hide; yet people lack
clothing. We have more houses than ever in the coun-
try’s history; yet people are homeless.

There is something wrong with the distribution of the
wealth and the goods which we can produce. Millions of
unemployed workers need goods. They have no money
with which to buy them.

In 1929, 36 individuals had net’incomes greater by
several millions of dollars than the entire sum paid that
year to 428,000 workers in cotton mills. These 36 in-
dividuals had incomes totaling $350,358,765. 1 The
428,000 workers in the cotton mills received $322,389,461. 2

In the same year, 1929, 504 individuals, including the
previously mentioned 36, had incomes sufficient to pur-
chase the entire wheat and cotton crops of the United
States in 1930. The total income of the 504 amounted
to $1,185,135,000. 3 The gross income in 1930 to the
farmers from wheat amounted to $401,441,000. The
gross income from cotton to all the cotton growers in
1930 was $656,381,000. The total for these two crops
for the year was $1,057,822,000.

In 1930, stockholders drew as dividends $385,956,000
more than the year before. The income of bondholders
in that year increased $264,468,000 over 1929, or a total
increase of $650,000,000 in property income for 1930
compared with the previous year. In 1930, the wages
of workers suffered severe losses. Pay rolls in manu-
facturing declined 20 per cent, and by September, 1930,
wages had declined by 45 per cent compared with the
monthly average for 1929.

1 ‘‘Preliminary Report on Statistics of Incomes for 1929,” issued by the Treasury Depart-
ment, p. 7.

“Census of Manufactures for 1929,” Summary Report.
3 “Preliminary Report on Statistics of Incomes for 1929,” issued by the Treasury De-

partment.
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The maldistribution of wealth means inadequate ca-
pacity on the part of thousands of people to consume the
products of industry. The tragedy of want in the midst
of plenty has raised serious question, not only among
students, but among practical-minded business men, as
to the soundness of the competitive system under which
such anomalies have developed.

It is not within the purview of this report to endorse
or condemn the competitive system. But this Com-
mission feels an obligation to emphasize, through such
facts as the foregoing, that definite attack must be made
on problems created under the competitive system.

We see want in the midst of plenty. The anomaly
bears upon the continuance of hard times, even though
it may not be a direct cause of unemployment. People
whose wages and income are reduced cannot be expected
to maintain purchasing power at a rate sufficient to con-
sume the goods. If this consumer ability to purchase
goods is increased, there is a definite tendency to bring
consumption and production more nearly into balance.
Industry tends to produce to supply the demands of
those who have the purchasing power, whoever they may
be. The wealthy, of course, spend their incomes directly
or indirectly. They do not spend for consumer goods in
proportion to the amount of income they receive, but
they spend more largely for capital goods, saving and
investing what they do not spend. The sums they save
and invest are spent by others. If stocks and bonds are
purchased, the money for which they are an exchange is
spent by corporations which in turn exert a purchasing
power to secure equipment, buildings and other facilities.

It seems to be true that, as a community prior to the
depression which began in 1929, we bought too much
productive capital and now find ourselves, in conse-
quence, unable to buy the goods produced by it. This
disproportionate purchase of the means of producing
goods is thus contributory to the depression by fostering
overinvesting of capital of all descriptions during the
depression in business, accentuating downswings by
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forcing reductions in expenditures of all kinds on the part
of those who have put their money into capital goods
from which they now receive no return.

In Massachusetts, as elsewhere, there are three major
types of unemployment: seasonal, technological, and
cyclical or depression unemployment.

Seasonal Unemployment.

The facts regarding seasonal unemployment in Massa-
chusetts will be indicated in the following digest. It
should be remembered that this type of unemployment
occurs during good years.

In February, 1927, at the maximum of employment
for that year, 589,000 persons worked in mills and fac-
tories of the State. In December, there were 561,000
employed, a difference of 28,000. In 1928 there were
563.000 factory workers employed in November, and
510.000 in July, a difference of 53,000. In 1929, 573,000
were employed in September, and 531,000 in December,
or 42,000 fewer. 1

What happens to these tens of thousands of workers
who are in and out of jobs with the seasonal rise and fall
of employment? Some secured other work during the
slack factory periods. Some eked out an existence at
odd jobs. Some may have been content to be idle. It
is inconceivable that the bulk of them wanted to be laid
off or found enough to do to pay their way while they
were laid off.

Actually, the seasonal picture is worse than the figures
indicate. Employment fluctuations are not marked by
steady incline to a peak and then slow decline to a valley.
They move in irregular waves up and down. A few
workers are taken on one month and some are laid off
the next. Then will come another spurt followed by a
let down.

Statistics computed ;x numbers published in “ports of Massachusetts
Department of Labor and In>
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The foregoing facts are typical. They show the ebb
and flow of employment in manufacturing industry.
Other industries have their ups and downs too. Con-
struction, hotels, restaurants, retail trade, bus and truck
transportation, steam and electric railways and many
service industries and occupations feel the force of sea-
sonal rise and fall in the number of available jobs.

Table 1, below, furnishes additional detail as to sea-
sonal joblessness, month by month, in good years and
poor years.

Table 1. Index Numbers of Employment of Building Tradesmen
in Massachusetts, as reported by Building Contractors. 1

[Source: Massachusetts Department of Labor and Industries, Annual Reports, 1929, p. 100;
1930, p. 83; Press Releases, 1931. Average for year 1928= 100.]

Number Employed.

1928. 1929. 1930. 1931. 1932.

95.0 70.2 93.3 68.4 44.2
86.6 74.5 85.7 63.3 38.6
81.9 73.7 89.3 60.4 38.1

1927.Da-

January

February

March
107.4 92.4 89.0 93.2 68.3 44.0April

May

June
July

105.4 102.5 95.8 91.8 68.5 47.8
117.6 102.1 111.7 103.5 70.2 46.8

120.7 107.7 119.4 105.6 70.7 43.9

123.2 109.7 127.2 100.0 73.1 40.7August

124.9 107.4 124.4 97.4 74.9 40.4September

October . 122.6 110.6 121.5 95.3 65.9
124.1 106.0 120.3 04.3 62.5November

December 114.9 98,3 108.6 85.3 64,9

100.0 103.0 94.6 66.8Average

1 This survey was first undertaken in April, 1927. There were 357 contractors who re-

ported for December, 1930.
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Table 1. Index Numbers of Employment of Building Tradesmen
Massachusetts, as reported by Building Contractors Concluded.

Number of Man-hvurs. 1
1928. 1929. 1930. 1931. 1932.1927.

1 This index represents the total number of hours worked by all persons engaged in build-
ing trades, expressed as a per cent of the average number of hours worked in 1928. (Man-
hours may be illustrated thus: If a contractor employed each of 10 men for 20 eight-hour
days in a given month, the number of man-hours reported by him for that month should
be 10times 8 times 20, or 1,600 man-hours.)

The effects of seasonal variations in business not only
appear from marked differences in the total number of
employed in manufacturing industries in different months
of recent years, but if it were readily possible to study
the employment figures for single industries and estab-
lishments, even more marked variations would probably
be found. When production is viewed as a whole, vari-
ations in one industry tend to offset to some extent the
variations in other industries, because the peaks and
valleys come at different times and tend to counteract
one another. Often much uncertainty is produced by
the difference in degree of variation in different years,
because almost every industry, even in comparatively
good times, is more active in some years than in others,
and the same is true of single establishments.

Some particular occupations, like the building trades,

Date,
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have very drastic seasonal slumps, but seasonal variation
in this line of work may be less serious from the worker’s
point of view than in manufacture, because the rates of
pay for the highly skilled unionized labor most com-
monly employed in the building trades are high enough
to make a fair year’s income possible in good times,
despite seasonal idleness. The unskilled workers, even
in construction, do not have this advantage.

Seasonal unemployment is caused by seasonal vari-
ation in individual business. A great deal of this type
of unemployment can be eliminated by the individual
employer. There have been a great many methods
worked out by individual establishments whereby sea-
sonality with its ensuing seasonal unemployment has
been mitigated. A great deal more can be done in
Massachusetts to reduce seasonal irregularities than has
been done. 1

Technological Unemployment.

This type of unemployment is due to changes in the
techniques of business and industry among which are the
introduction of new machines, new methods and processes
in production, new methods in marketing, new forms of
management. The migration of industry from one sec-
tion to another is another important phase of this aspect
of unemployment.

Changes in business technique affect employment in
some obvious ways, but also in some that are more in-
direct and difficult to trace. Displacement of employees
owing to such changes is commonly called technological
unemployment. This is often discussed as if it occurred
only in manufacturing, but it is really characteristic of
almost all kinds of human activity. It accompanies
every change in methods of manufacture, every newly
adopted machine or process, every new form of man-
agement, every important development in methods of
marketing. It is found in agriculture, in building, in the

1 The experience of large numbers of manufacturing concerns in reducing seasonal un-
employment is summarized in the following section of this report, pp. 88-102.
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construction and operation of public works and public
utilities, and even in housekeeping. It is a part of the
price we pay for progress.

It is frequently asserted that technological displace-
ment does not throw many persons permanently out of
work, although it is usually admitted that such displace-
ment causes a considerable amount of temporary unem-
ployment. The displaced workers are believed to find
other occupations after varying periods of idleness, some-
times in new industries that grow up and sometimes in
older industries that are expanding. Those dismissed
from factories are likely to turn to service occupations,
such as attending filling stations, automobile repair work,
laundries, cleaning and dyeing establishments, hair dress-
ing, etc., or to various branches of canvassing and selling.
It is worth noting that in many if not most instances
these unfamiliar activities are undertaken as a last resort,
and not because of inclination or training for them. The
transfers often result in an extensive waste of training
and experience, to say nothing of the demoralizing effect
upon the individuals involved. If new industries are
built up or old ones expand to offer an amount of work
equivalent to that lost, in lines similar to those in which
jobs have been destroyed, or simple enough to permit
displaced workers to be trained for them without serious
delay, then technological unemployment may have little
permanent effect, but these conditions are seldom real-
ized. Actually, the technical changes in all kinds of
business keep large numbers of people, though not
always the same individuals, constantly searching for
new jobs.

Technical changes in industry have proceeded con-
tinuously since the beginning of the Industrial Revolution
in England, about 1760. They have been numerous and
widely advertised since the World War. Whether they
have resulted in displacing labor at a more rapid rate
than in pre-war decades is a matter of controversy.
They have, however, much reduced the employment
needs of many important industries. Unless other occu-
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pations increase to compensate for these losses, some
permanent unemployment is bound to result.

The importance of technical change as a factor in the
problem of unemployment was recognized in 1886 by
Carroll D. Wright, then United States Commissioner of
Labor, 1 and in 1889 by David A. Wells. 2 During the
period in which these men were writing, however, and
for some time thereafter, new products were frequently
brought forward that led to the establishment of new
industries and the consequent absorption of an even
greater volume of labor than was or might have been
displaced by machine and other technical developments
in the older industries. By this means, and through the
demand for labor to build up our far western States,
which were largely undeveloped fifty years ago, work was
provided for the natural increase of the population already
here, and for millions of immigrants also. It is now a
grave question whether conditions have not so changed
that new industries are unlikely to absorb all workers
displaced by technical changes in older industries, es-
pecially since the western lands, as a resort for the restive
unemployed, are practically gone forever. At present,
the necessary new industries are not in sight, and all
existing industries, whether old or recent, are constantly
reducing their requirements for human labor by me-
chanical and administrative improvements. It has re-
cently been estimated by a research organization con-
nected with Columbia University that if the fullest
possible use were made in agriculture and industry of all
mechanical and technical devices for production now
known, the present unemployed in the United States,
estimated to number 11,000,000 or more, would be
joined by 20,000,000 of those who are still employed.
This estimate apparently assumes the continuance of
present working hours.

To separate the effect of technical improvements from
the influence of other factors that produce unemployment

i United States Commissioner of Labor, First Annual Report, March, 1886, “Industrial
Depressions,” p. 257.

“ Recent Economic Changes (1889),” p.
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is practically impossible. We have some indications,
however, regarding the influence of this factor and va-
rious estimates of the extent to which it reduces oppor-
tunities for work. In recent issues of the Federal Re-
serve Board Bulletin we find indexes of the average daily
rate of factory production and also factory employment.
These index numbers are based on averages for the three
years 1923-25, inclusive. On this basis the index figure
for factory production increased from 84 in 1919 to 119
in 1929, or 41.6 per cent. In spite of this great increase
in the rate of production, the index of factory employ-
ment, which covers the total number of workers in manu-
facturing establishments, fell from 107 in 1919 to 101 in
1929, or nearly 6 per cent. This seems to mean that
during this ten-year period mechanical productive ca-
pacity in manufacturing industries increased so much
that over 41 per cent more goods could be produced in
each working day with 532,000 fewer workers at the end
of the period than at the beginning. The actual figures
of the 1929 Census of Manufactures show a decrease of
358,121 in the number of factory ac-ployees, or 3.4 per
cent since 1919. The number of wage earners alone
declined 161,316, or 1.8 per cent. The number of salaried
officers and employees decreased by 5| per cent between
1919 and 1929, and the number of proprietors and firm
members decreased in the same ten years by nearly 47
per cent. The decrease in the numbers of individuals in
these last two groups seems to point to the effect of con-
solidations and mergers, wT hich in a way are also technical.

Another index of the increase in mechanical facilities
appears from the figures of primary horsepower applied
to industry. During the ten years 1919 to 1929, the
increase in this important factor in industrial production
was from 29,323,653 to 42,931,061, or 46.4 per cent.
The enormous increase in production in the same ten-
year period is indicated by another calculation. As ex-
pressed in dollars the total yearly product of all manu-
facturing in the United States increased only from
$62,041,795;316 in 1919 to 870,434,863,443 in 1929, but
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in that period the general level of prices, according to the
Federal Reserve Board indexes, dropped from 139 to 95
on the basis of the 1926 average taken as 100. To com-
pare the value of products turned out in 1929, therefore,
with the value of products in 1919, it is necessary to
increase the 1929 total in the ratio of 95 to 139; this
gives a result of $103,046,205,217. In other words,
though the figures given in the census reports show only
a moderate increase, a proper adjustment for the change
in the level of prices shows that actually the volume of
goods produced was greater in 1929 than in 1919 by over
66 per cent, while at the same time, the number of wage
earners engaged in producing this huge mass of commod-
ities and materials had declined by almost 2 per cent.

•Particular instances of technical displacement are too
numerous to mention more than a few, but three or four
will tend to indicate the kind of situation that they in-
volve. In 1920, according to the best cotton mill prac-
tice at the time, four machines were required in a picker
room to separate and clean raw cotton to be spun and
woven into fabric. 1925 improvements in pick-
ing machinery permitted a reduction of these four ma-
chines to two, and two or three years thereafter, still
further improvements reduced the two machines to one.
The reduction in working force required to operate the
machines corresponded to the reduction in the number of
machines.

it has been estimated that in 1830 the labor of one
man was required for an hour to make 45 bricks. Today
the labor of a man for one hour will produce 40,000
bricks. Under present conditions, fewer than 90 men
using the most modern methods, and working, appar-
ently, on an eight-hour day, could have produced in one
year’s working time all the bricks that were used in the
United States in 1929. About the same time (1830) the
labor of one man produced 25 tons of pig iron each year,
while it took another man a year to produce 800 tons of
iron ore. In 1929 the rate of mining iron ore on the
Mesaba Range in northern Minnesota, with the aid of
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machinery, was 20,000 tons per man per year, while
modern blast furnace technique makes it possible for one
man to produce 4,000 tons of pig iron annually. It may
be noted that a photograph of a modern steel rolling mill
in full operation will show a large plant without a human
being on the floor. 1

It has already been stated that this improvement in
production methods extends to new industries from
which the opportunities for new employment are ex-
pected to develop. In 1904, when the automobile in-
dustry on a productive basis really began, the labor of
one man was required for 1,291 hours to make an auto-
mobile. By 1914 this had been reduced to 400 hours,
and today it is only 73 hours. To produce the 1929 out-
put of automobiles with the methods of 1904, the in-
dustry would have had to employ 2,940,000 men, but
with the improvements in machines and methods that
have been developed in the twenty-five years, it actually
needed only 210,000 men.

The effect of technical displacements in Massachusetts
cannot readily be measured. The facts as to occupations
within this State, set forth on pages 72-78, indicate a large
falling off in manufacturing employment between 1920
and 1930. The actual reduction, according to the sta-
tistics of occupations in the Federal census, was 114,605,
or nearly 13 per cent, whereas there should have been an
increase of over 115,000 if additions to the number of
workers in this group of industries had taken place at
the same rate as the increase in population. On this
basis the manufacturing and mechanical industries in
Massachusetts show a divergence of about 230,000 under
what they would have been if the increase in employment
in these industries had corresponded with the increase in
population. The statistics also show, however, that the
actual increase in the number of persons claiming a gainful
occupation was only 5 per cent instead of 13 per cent.
This appears to be explained to a considerable extent by
the apparent fact that children are attending school

“What is Technocracy,’’ the New Outlook, November, 1932, p. 13.
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longer than they were ten years ago, and thus are not
beginning work at the early ages that formerly were
common. A considerable percentage of loss in manu-
facturing employment is undoubtedly due to the migra-
tion of certain industries, particularly cotton textiles and
boots and shoes. In the first of these industries the
number of wage earners employed decreased almost
46,000 between 1923 and 1929, and in the boot and shoe
industry the decrease was over 14,000, a total of sub-
stantially 60,000 fewer wage earners employed in these
two industries. That loss accounts for over one half of
the actual decrease in manufacturing employment in
Massachusetts between the census years 1920 and 1930,
but the figures show that to keep pace with the increase
in population, the manufacturing and mechanical indus-
tries should have gained in those ten years somewhat
more than they actually lost, and from that point of view
the losses in the cotton goods and boot and shoe indus-
tries account for not much more than one fourth of the
difference.

While it is not pc able to measure accurately the effect
of technological change on employment in Massachusetts,
a significant set of facts has been compiled demonstrating
changes in occupational groups in Massachusetts. These
changes undoubtedly are the result of the efforts of people
to find employment in new occupations because the op-
portunities in former occupations have been closed.
Precisely what specific development closed the oppor-
tunities is difficult to determine, but in the facts of occu-
pational readjustment will be seen what is undoubtedly
a reflex from this whole broad sweep of technological
change.

Table 2, which follows, summarizes some of the out-
standing facts of these occupational shifts. The table
shows increases in all occupational classifications except
Manufacturing and mechanical industries. Trade, Pro-
fessional service, and Domestic and personal service regis-
tered large gains. In Trade, and in Domestic and personal
service, the rate of increase was more than twice the
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rate of increase in the population ten years old and over.
(See Table 3.) Professional service was about three and
one half times as great. These three occupational groups
combined took on more persons than were lost from the
Manufacturing and mechanical industries group. Ex-
cepting that group, only the combined Agriculture and
Animal Husbandry and Forestry and Fishing groups,
showed less than the average rate of increase.

Table 2. Number of Gainful Workers in Massachusetts Ten Years
Old and Over in 1920 and 1930, and Changes in Number and Per
cent: by Occupational Groups. 1

[Source: 14th Census of United States, 1920, Vol. IV, Occupations, pp. 48-50; 15th Census
of United States, “Occupational Statistics, Massachusetts, 1930,” (Preliminary).]

Gainful Workers. 1 Change.
Occupation.

1920. 1930. Number. Per Cent.

Agriculture, animal husbandry, forestry and 57,555 63,334 ! +5,779 + 10.0
fishing.

Extraction of minerals ..... 1,198 1,435 +237 +19.8
Manufacturing and mechanical industries . 887,898 773,293 —114,605 —12.9
Transportationand communication . . 121,899 138,467 +16,568 +13.6
Trade 193,719 251,059 I +57,340 +29.6
Public service 37,776 43,122 +5,346 +14.2
Professional service ..... 98,763 143,619 +44,856 +45.4
Domestic and personal service . . . 149,060 192,167 | +43,107 +28.9
Clerical occupations 180,450 207,819 | +27,369 +15.2

Total 1,728,318 1,814,315 +85,997 +5.0

1 Includes all persons who reported that they usually worked at some occupation, with-
out regard to whether or not they were actually employed at the time of the census enum-
eration. All workers in a given specified occupationare grouped together without regard to
the different industries in which the occupation is pursued, and each occupation, excepting
clerical workers, is classified in that part of the industrial field in which the occupation is
most commonly pursued. Example: All electricians are classed under “Manufacturing and
Mechanical Industries,” although electricians are employed in almost every industry,
("Occupational Statistics, Massachusetts, 1930,” p. 4.)

It is evident that Massachusetts workers did shift
their occupations to a considerable degree between 1920
and 1930. Some care is necessary, however, in inter-
preting the figures. If there had been no shifts, and no
change of any kind affecting the percentage of population
ten years old and over gainfully employed, each of these
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groups would have shown a gain of 13 per cent; that is,
each group would have increased in exact proportion to
the increase in population of this age group. Table 2
shows the percentage of actual gain or loss. The dif-
ference between these figures and a 13 per cent increase
is shown in Table 3 below.

Table 3. Number of Gainful Workers in Massachusetts, Ten Years
Old and Over, 1920 and 1930, and Actual Change compared with
13 Per Cent Increasefrom 1920: by Occupational Groups.

{Source: 14th Census of United States, 1920, Vol. IV, Occupations, pp. 48-50; ,15th Census
of United States, “Occupational Statistics, Massachusetts, 1930,” (Preliminary).]

Gainful Workers. 1 Actual Increase
~ 1 Change, at Rate A V- g foOccupation. 1920 of 13

1920. 1930. 1930. Per Cent.^

Agriculture, animal husbandry, 57,555 63,334 ' +5,779 +7,482 —1,703
forestry and fishing.

Extraction of minerals . . 1,198 1,435 +237 +156 +Bl
Manufacturing and mechanical 887,898 773,293 j —114,605 +115,427 —230,032

industries. i .
_

Transportation and communica- 121,899 138,467 j +16,568 +15,847 +721
Trade' 193,719 251,059 I +57,340 +25,183 +32,157

Public service .... 37,776 43,122 j +5,346 +4,911 +435

Professional service . . 98,763 143,619 | +44,856 +12,839 +32,017
Domestic and personal service . 149,060 192,167 +43,107 +19,378 +23,729
Clerical occupations . . . 180,450 207,819 +27,369 +23,459 +3,910

Total 1,728,318 1,814,315 +85,997 +224,681 -138,684

1 Includes all persons who reported that they usually worked at some occupation, with-
out regard to whether or not they were actually employed at the time of the census enum-
eration. All workers in a given specified occupation are grouped together without regard
to the different industries in which the occupation is pursued, and each occupation, except-

ing clerical workers, is classified in that part of the industrial field in which the occupation
is most commonly pursued. Example: All electricians are classed under “Manufacturing

and Mechanical Industries,” although electricians are employed in almost every industry.
(“Occupational Statistics, Massachusetts, 1930,” p. 4.)

2 The total number of inhabitants in Massachusetts ten years old and over was 13 per
cent greater in 1930 than in 1920. The figures given in this columnrepresent the increase in
the number of gainful workers in the occupations specified which would have occurred if
the rate of increase for each had also been 13 per cent.

The figures with a plus sign in the last column of
Table 3 represent roughly the absorption of workers from
other groups; a minus sign indicates losses to other
groups or to school or other non-gainful pursuits or to
unemployment. That is, a plus sign indicates the ex-

tent by which a group more than held its own with the
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increase of population ten years old and over; a minus
sign indicates the extent by which a group failed to hold
its own. The losses are not equal to the gains because
the number of persons gainfully employed in 1930 was
only 5 per cent greater than in 1920 instead of 13 per cent.

Table 3 shows that over 32,000 more persons had gone
into occupational groups classified as Trade than would
have been there if this group had merely kept pace with
the increase of population ten years old and over. An-
other 32,000 had gone into the Professional service
group. Similarly, nearly 24,000 appeared in the Do-
mestic and personal service group. A total of nearly
88,000 more persons in these three groups combined who
had come into these occupations in excess of the number
that would have been reported in them if they had not
increased more than the population.

In addition to these 88,000, there were 3,900 more
persons in clerical occupations (not including “clerks”
in stores) and a few more in the Transportation, Public
service, and Extraction of minerals group. In these
groups the increase in Transportation is of special in-
terest, even though slight, in view of the decline in steam
railroad transportation, while the increase in Public
service is significant because it is only slight.

The three groups showing the bulk of the increase are
those involving personal service of some description,
either the merchandising of goods or some other occupa-
tion more commonly looked upon as “service”. An
analysis of the smaller groups that make up the larger
ones throws light on what actually happened. Table 4
shows the increase in some of the more significant sub-
groups within each of the three large groups. 1

All the increases in Table 4 are easily explicable as a
group. One of the signs of increasing material prosperity
in any population is an increase in its expenditures for
services. The nearer people live to the subsistence level,
the larger the percentage of total incomes spent for

1 The subgroups displayed in Table 4 do not comprise all the smaller occupational groups.
They include only those employing fairly large numbers and showing a large increase in
1930 as compared with 1920. They were selected to show how largely specific occupations
may absorb workers from other groups.
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necessities, and the smaller the proportion spent for
“service” occupations and industries.

Table 4. Number of Gainful Workers in Certain Specified Occupa-
tions in Massachusetts, 1920 and 1930, and Changes in Number
and Per Cent.

[Source: 14th Census of the United States, 1920, Vol. IV, Occupations,pp. 84-91; 15th Census
of United States, “Occupational Statistics, Massachusetts, 1930,” pp. 13-17.]

Gainful Workers. 1 Change.

RATION

1920. 1930. Number. PerCent.

6,105 8,262 +2,157 +35.3
9,348 10,496 +1,148 +12,3
6,611 12,038 +5,427 +82.1
4,418 5,718 +1,300 +29.4
5,252 6,932 +1,680 +32.0

53,627 65,237 +11,610 +21.6
61,080 90,482 +29,402 +48.1

4,932 6,168 +1,236 +25.1

29,130 40,327 +11,197 +38.4
6,598 9,939 +3,341 +50.6
9,886 18,539 +8,653 +87.5
1,569 8,489 +6,920 +441.0

8,665 14,958 +6,293 +72.6
1,213 3,075 +1,862 +153.5

10,229 15,020 +4,791 +46,8

1,511 2,862 +1,351 +89.4
6,393 10,626 +4,233 +66.2
2.190 3,111 +921 +42.1
3.190 5,134 +1,944 +60.9
12,085 16,466 +4,371 +36.2
39,120 69,369 +20,239 +51.7

Trade.

Bankers, brokers and money lenders

Commercial travelers .

Insurance agents, managers and officials

Laborers, porters and helpers in stores .

Real estate agents and officials .

Retail dealers
Salesmen and saleswomen

Professional Servic

Designers, draftsmen and inventors

Teachers
Technical engineers

Trained nurses

Attendants and helpers

Domestic and Personal Service.

Barbers, hair dressers and manicurists
Elevator tenders ....

Janitorsand sextons

Laborers, domestic and personal service
Laundry operatives

Porters (except in store

Restaurants, caf6 and lunchroom keepers

Cooks

Other servants

i Includes all persons who reported that they usually worked at some occupation, with-
out regard to whether or not they were actually employed at the time of the census enum-
eration. All workers in a given specified occupation are grouped together without regard

to the different industries in which the occupation is pursued, and each occupation, except-
ing clerical workers, is classified in that part of the industrial field in which the occupation

is most commonly pursued. Example: All electricians are classed under “Manufacturing

and Mechanical Industries,” although electricians are employed in almost every industry-

{“Occupational Statistics, Massachusetts, 19J0,” p. 4.)
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People in Massachusetts had been spending much more
for automobiles, radios and other “luxury and comfort”
goods during the decade ending in 1930 than ever before.
The figures under the heading “Trade” in Table 4 show
that increased use also was being made of bankers,
brokers, money lenders, insurance agents, managers and
officials, real estate agents and officials, and retail dealers.
There were 29,000 more salesmen and saleswomen in
1930 than in 1920, and 1,300 more persons than in 1920
had found work by 1930 as laborers, porters and helpers
in stores in connection with this growth in mercantile
and financial business. All these occupations had ab-
sorbed much more than their share of the growth in
population. 1

Similarly the people of Massachusetts spent enough
more on the services of barbers, hair dressers and mani-
curists, laundries, restaurants, cafes and lunch rooms,
and on servants in and out of their homes, so that each
of these occupations increased at several times the rate
of the population ten years old and over. The increase
in office buildings, apartment houses and other large
structures has called for more elevator tenders and
janitors (including sextons). These branches of “Do-
mestic and Personal Service” had given work to thou-
sands by 1930 who would have been engaged in 1920 in
other lines of work. “Professional Service” likewise had
absorbed its thousands, as Table 4 shows.

This continuous shifting of employment from one kind
of work to another is a familiar accompaniment of modern
industrial civilization. It appears, from the facts re-
cited in the foregoing pages, that opportunities for jobs
in mills and factories are declining. Basically, it is the
ceaseless flow of change which causes transferences from
an old into a new occupation. The transfer from job to
job is inevitable in a changing, dynamic society. The
very life of progress is in the flow of change. Higher
standards of living for the bulk of our population, in-

1 The reader should compare the percentages given in the last column in Table 4 with the
13 per cent increase in population ten years old and over.
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eluding the mass of our workers, depends upon its con-
tinuance. The unemployment it has brought has been
a continuous problem for more than a hundred years,
a problem accentuated for more than a generation by the
loss of frontier opportunities.

Migration of Industries as a Cause op Unemploy-
ment.

The movement of industry from one section of the
country to another is a source of unemployment. The
migration of cotton manufacture to the Southern At-
lantic States and of the boot and shoe industry to the
Middle West are important causes of unemployment in
this State. Movements of this kind have not been un-
common in the United States. They usually have been
gradual, extending over a period of years. The story is
a familiar one. Employers have discovered that pro-
duction costs could be reduced in some other section.
Closer proximity to raw materials or to a large market
for the finished product, or cheaper fuel, power or water
supply, or lower taxes, or cheaper wage labor, or greater
freedom from trade union activity, or from legislative
restriction, or some other reason or combination of
reasons have been given. New plants tend to be built
in the new lower-cost region rather than the older sec-
tion. Older plants are likely to be closed as time goes
on and their business moved to newT plants in the lower-
cost territory.

The driving out of older establishments by competition
from the newer ones may hasten the migration. Newer
plants and newer companies attract younger managers
less wedded to the old routine and more alert to newer
methods of production and marketing and to shifts in
consumer demand. Better management is easier in
up-to-date plants with new equipment. Increase in
business and in employment develop in the newer area.
Decrease in business and declining employment are the
fate of the older section.
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Table 5 sums up the story of declining employment in
cotton manufacture and in boot and shoe industry in
Massachusetts.

Table 5 shows employment in cotton manufacture off
more than 39 per cent between 1923 and 1929, a decline
of nearly 46,000. During the same period employment
in this industry over the entire country decreased only
9.9 per cent, or a little more than 46,000, including the
decline in Massachusetts, so that virtually the entire
decline was in this State. Outside of Massachusetts the
decline between 1923 and 1929 was only eighteen hun-
dredths of 1 per cent. In 1923 about one fourth of all
wage earners in this industry were employed in Massa-
chusetts. By 1929 the proportion in this State had
fallen to only one sixth of the total.

Table 5. Average Number of Wage Earners employed in Cotton
Goods, exclusive of Cotton Smallwares and Lace Goods, and Boots
and Shoes, Other than Rubber, exclusive of Cut Stock and Findings,
in Massachusetts and the United States, biennially, 1919-29.

[Source: "United States Biennial Census of Manufactures, 1921,” pp. 201, 567; 1923, p. 200;
1925, p. 234; 1927, pp. 809, 815; 15th Census of United States: 1929, Industry Series,"Cot-
ton Goods, Cotton Smallwares, Lace Goods,” pp. 1-2; "Leather and Its Manufactures,”
pp. 17-18.]

TTnitfd Massa-
oj. . United chusettsTotaf Massa- States’ 33 Per

including chmfetts excludinS Cent ofm,s“g cnusetts. Massa _ Xotal
chusetts chusetts. Unitedcnusetts. States.

Year.Industry.

1919 430,966 122,499 308,467 28.4
1921 412,058 106,337 305,721 25^8

Cotton goods, excluding cotton small- 11923 471,503 116,751 354,752 24.8
wares and lace goods. 11925 445,184 96,182 349,002 21.6

| 1927 467,596 90,875 376,721 19.4
[ 1929 424,916 70,788 354,128 16>

Change, 1923-29:
Number - -46,587 —45,963 —624
Percent - -9.9 —39.4 —O.lB

1919 211.049 80,166 130,883 38.0
1921 183,502 64,494 35.1Boots and shoes, other than rubber, 1923 225,210 69,397 155,819 30.8excluding cut stock and findings . 1925 206,992 57,405 149,587 27 7
1927 203,110 55,986 147,124 27.6
1929 205,640 55,093 150,547 26^8

Change, 1923-29:
Number - -19,576 -14,304 -5,272Percent - -8.7 —20.0 -3.4
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Table 5 tells a similar story for the manufacture of
boots and shoes which had declined as a whole about
8.7 per cent before the present depression began. Its de-
cline in Massachusetts was especially severe. More than
14,000 of the total loss of 19,500 employees were lost in
Massachusetts. Outside of Massachusetts the industry
declined only 3.4 per cent, compared with 20.6 per cent
in this State.

Migration in the boot and shoe industry, which, as in
the case of cotton manufacture, had been in process
longer than the period under discussion, has accompanied
the introduction of better marketing in the Middle West
and an increase in foreign competition.

The unemployment caused by industrial movements of
this type is particularly difficult to solve, for prevention
means preventing the industrial migration itself. It is
probable that only a counter process of industrial readap-
tation in the older section will succeed if there is any
lesson to be learned from similar experience in other
countries faced in the past with the necessity of similar
competitive readjustments to meet conditions in newer
countries.

Cotton and shoes face in Massachusetts a problem not
essentially different from that confronting the English
steel, coal and shipping industries, or the American
wheat farmer, since the World War, having encountered
competition of lower-cost producers in other sections of
the world, including other parts of the United States,
coupled with an increase in production in competing
areas. This has brought about a total productive ca-
pacity in the industry as a whole far beyond the limits
of any demand reasonably to be expected, and a decline
in the industry in the older longer established centers.

Development of regional competition of this type has
been a fairly common occurrence throughout the modern
industrial world. Massachusetts has felt it before, but
until comparatively recent years Massachusetts manu-
facture lost little. Earlier migrating movements in-
creased the burden of change on Massachusetts farmers,
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large numbers of whom, during the nineteenth century,
became unable to compete in staple agriculture with the
newer lands of the Middle West. The development of
agriculture there brought gain, not loss, to the United
States as a whole, but it cost thousands of New England
farmers their whole means of livelihood. Their only
escape lay either in following grain and cattle raising into
the West, or in shifting from agriculture into manufac-
ture in the then growing manufacturing towns. Thou-
sands went West. Other thousands left their farms to
take up industrial life in the cities.

This migration to town, with its accompanying shift
in occupation, was from necessity rather than desire.
City life had some advantages to offer, but the man bred
to the soil made the move reluctantly. Some stuck to
the farm despite the fact that the battle with western
competition was obviously a losing one. In the main,
a new set of industries and a new technique of living
absorbed those of the displaced farming population in
Massachusetts who did not follow the westward trail.
The absorption process was slow, extending over decades.
Our abandoned farms and declining farm villages are
mute evidence of this agricultural migration and ab-
sorption.

The new industrial migration has much in common
with this earlier one, also differing in some respects. It,
too, brings gain, not loss, to the people of the United
States as a whole, for it has enabled them to buy their
cotton cloth and boots and shoes at lower prices, just as
the development of the West enabled them to buy their
foodstuffs cheaper. The loss to Massachusetts manufac-
turers and Massachusetts workers in the cotton and shoe
industries, to a considerable degree, is permanent.

The degree to which Massachusetts’ cotton and shoe
manufacture will come back is dependent on develop-
ments within those two industries. Much old plant and
equipment already have been scrapped and heavy capital
loss incurred. Special effort and high technical skill
may bring back portions of one or both of these mi-
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grating industries. The advantages enjoyed by other
sections, mainly not endowments of nature, may not be
permanent. Low wages of labor may not last. The
geographical advantages are partly a matter of trans-
portation rates. New technique is a man-made product.
It seems probable that newer branches of these industries
and wholly different industries will instead replace what
has gone. This is the story of industrial migration else-
where. The process will be slow, whatever it is, and
unemployment must be dealt with in the meantime.

Reducing Unemployment due to Industrial Migra-
tion.

The central problem of industrial migration, like that
of technological change, is chiefly one of transfer of
labor and of capital, also, in this case into other
occupations. Any step that will hasten this move will
reduce the amount of unemployment in Massachusetts.
Efforts to find new industries and to develop new re-
sources are therefore to be commended.

It is even more necessary because the need is more
immediate to take all possible steps to aid the transfer
of workers out of these industries into other lines of work.
This points again to the need for more and better co-or-
dinated placement-guidance-retraining facilities such as
are needed for technological unemployment. Industrial
workers of today, like the farmers of yesterday, are slow
to change to other locations or to other lines of work,
slower, in fact, than the farmers were, because the frontier
is gone and because there are no longer in Massachusetts
the large number of rapidly growing industries that at-
tracted the displaced farmers of the last century.

The Federal government helped the farmers during the
period of their displacement by providing homestead
land for only a nominal fee. Displaced industrial workers
need not a homestead act but a job-finding act that will
help them to find what the homestead act offered the
farmers of the last century, a new opportunity to re-
establish themselves.
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Depression Unemployment.

Economists call recurrent periods of “hard times”
cyclical depressions, and their accompanying unemploy-
ment, cyclical or depression unemployment. We are in
the midst (November, 1932) of one of these periods,
which began in the latter half of 1929.

At the time of compiling this report (November, 1932)
we endeavored to secure estimates of the total number
of persons unemployed in the State, in order to show the
extent to which employment declines during a severe
depression. The Division of Statistics in the State De-
partment of Labor and Industries, which has more in-
formation on the subject than any other state authority,
maintains an index of employment in manufacturing in-
dustries, using as a basis the average number employed
for the three years 1925, 1926 and 1927. This average
was 590,616 workers. In October, 1932, the index figure
for manufacturing employment was 62.1 per cent, so
that the total number employed in manufacturing in that
month was about 367,000. This would leave 37.9 per
cent of factory employees, or over 223,000, unemployed.
In other lines of work the percentage of unemployment
is believed to be much less than in manufacturing,
possibly 155,000, so that the total number unemployed
in all lines in the State in October may have been not
over 370,000. The high point of unemployment in this
State was apparently reached in May, 1932, but since
then a considerable increase in employment in factories
has occurred, thus reducing the total number of persons
unemployed, even though there has been no considerable
recovery in other lines of work.

The amount of unemployment in this State may also
be computed as a percentage of the total number of
unemployed in the entire United States. Common esti-
mates of unemployment for the whole country suggest
11,500,000 persons as a reasonable figure. This is 9.4
per cent of the total population of about 122,000,000.
If the same percentage holds for the 4,250,000 population



HOUSE —No. 1200. [Jan.84

found in Massachusetts by the 1930 census, the number
of persons unemployed here would be about 400,000.

An estimate may also be based on the percentage of
unemployment to the total number available for work.
The total number of employable persons in the United
States is estimated at about 48,000,000. The number
unemployed 11,500,000 would then be nearly 24 per
cent of those employable. The number of persons with
a "gainful occupation” in Massachusetts in 1930, ac-
cording to the census of that year, was 1,814,422. This
is considered to cover persons available for work. If 24
per cent of this number are now unemployed, the result is
435,000. Probably these last two estimates are some-
what too high.

Owing to the lack of data about employment in other
lines than manufacturing, it is impossible to make a
wholly satisfactory estimate of total unemployment in
this State. In analyzing the situation it has been neces-
sary to rely largely on the figures for factory employment,
and to use the fragmentary information about other
occupations as judiciously as possible.

There have been four depressions since 1919. One
began in 1920, running through most of 1921. It was
followed by a rise to a new peak of prosperity in 1923.
Employment in manufacturing industries in Massachu-
setts fell from 757,100 in January, 1920, to 531,500 in
January, 1921. There were 225,600 people thrown out
of employment, or approximately 30 per cent of the
total number of workers in manufacturing classifications
in this State.

Another depression struck in the first half of 1924.
Between March, 1923, and July, 1924, manufacturing
industry in Massachusetts dropped 159,600 persons from
employment, or 1 in every 4.

The third came in late 1927and early 1928. It touched
bottom in July, 1928, when manufacturing employment
showed 114,000 fewer people on Massachusetts pay rolls
than at the high point of 1926. 1 Recovery again was

This figure is exaggerated by the important cotton mill strike of 1928.
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rapid, but was felt less in Massachusetts than in most
other sections of the country.

This periodic decline in the number of manufacturing
employees has meant a net decline in the number of
people employed in manufacture. Only a little more than
half the workers who went off factory pay rolls in 1928
came back into manufacturing employment. September,
the high point of 1929, saw back on mill and factory pay
rolls only 63,200 of those -who went off in 1928. Of the
572,900 men and women working in mills and factories
in that month, only 296,000 were left in June, 1932, and
many of those employed were working part time.

The following table gives the facts:

Table 6. Highs and Lows of the Average Number of Wage Earners
Employed in Massachusetts Manufacturing Industries, 1920-32.

[Based on data compiled by the Massachusetts Department of Labor and Industries.]

Change.
r-.. __

Number
T ‘ employed.

Number. Per Cent.

High, January, 1920 757,100

Low, January, 1921 531,500 —225,600 —29.8

High, March, 1923 693,700 +162,200 +30.5
Low, July, 1924 534,100 -159,600 -23.0

High, March, 1926 623,700 +89,600 +16.7
Low, July, 1928 509,700 -114,000 -18.3

High, September, 1929 672,900 +63,200 +12.4
Low, June, 1932 296,500 -276,400 -48.2

Cyclical depressions, then, will be seen as having oc-
curred at rather frequent intervals. The facts cited
above show that in each of four depressions employment
in Massachusetts slumped tremendously. In each case,
employment increased as business recovered. It is note-
worthy, however, that in every instance in manufacturing
the employees rendered jobless in the preceding depres-
sion did not all return. This would indicate that forces
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in addition to business cycles have affected employment
in this State, because without other influences the up-
swing in each cycle would tend to reach approximately
the previous peak. The nature of these other influences
has been discussed on pages 66-82.

If the low point of a depression is coincident with the
low point of a seasonal movement, the amount of unem-
ployment is aggravated. Similarly, if the peak of re-
covery coincides with the peak of seasonal employment,
the volume of employment is correspondingly greater.
In any case, even though seasonal movements and busi-
ness cycles run counter to each other, the results are
that hundreds of thousands of workers suffer the effects
of unemployment approximately every third year, and
sometimes oftener, if the record of the past twelve years
is to be taken as a criterion.

Some of those who were dropped from the pay rolls of
manufacturing industries during depression years may
have found work in other occupations. It is well known,
however, that most of those thrown out of work during
depression periods do not find employment while the
depression lasts, or find it only now and then, in odd
jobs at low pay. It is also recognized as a fact that
there are never odd jobs enough to give work to more
than a few of the total number of unemployed, and that
the wages offered for these jobs are barely enough for
those who have them to live on.

The full effect of depression upon the income of workers
is not shown by employment figures alone. Great num-
bers of people go on part time, which reduces their in-
comes. Wage rates go down, reducing still further the
incomes of many who keep their jobs, so that total em-
ployee incomes fall off faster than the number of em-
ployees, as is shown in Chart 1 on the following page.

Another important and dangerous aspect of depression
unemployment is its long duration in a large percentage
of cases. Most of those thrown out of work in the more
active business years find work again within three to six
months or sooner, but in depression years, 20 per cent to
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50 per cent of the unemployed are out for more than six
months.

Chart 1.
Average Number of Wage Earners Employed and Amount of Weekly

Pay Rolls —-All Massachusetts Manufacturing Industries.
[Based on data compiled by the Massachusetts Department of Labor and Industries.]

THOUSANDS MILLION
EMPLOYED DOLLARS

The frequency with which depressions develop and the
severity of their effects make them the most conspicuous
cause of unemployment, but if all the unemployment
occasioned by these periodic depressions could be spread
evenly over all years, good and bad, it is doubtful whether
the effects would appear much more important than
those resulting from the annual seasonal reductions, with
their tens of thousands made jobless in Massachusetts
every year. In declining industries depressions have
been at least no more important than the long run down-
ward tendency.
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Seasonal unemployment challenges attention because it
is this type of unemployment the individual industrial
management can do most to control.

There are both social and economic reasons why sea-
sonal unemployment merits the serious attention of
business men. This type of unemployment differs little
in its social effects from unemployment flowing from
other causes. In the long run all unemployment is un-
settling, destructive of morale, inimical to the personal
and social usefulness of the individual. If joblessness
resulting from seasonal fluctuations in business differs at
all in its social effects from other types of unemployment,
it does so to the extent that the average length of time
the worker is unemployed for seasonal reasons is either
less than in other types, or its length is more certain.
In either case, the effect on the individual may be to
breed irresponsibility and acquiescence, which are socially
undesirable.

What is Seasonal Unemployment?

Seasonal unemployment may be broadly defined as
unemployment resulting from short-swing variations in
individual businesses or particular lines of industry. The
unemployment commonly referred to as “seasonal” is
only partially attributable to the march of the natural
seasons. Much of it, perhaps all of it, once traced di-
rectly to the steady progress of spring, summer, autumn
and winter. Much so-called “seasonal” unemployment
derives from other causes, such as the vagaries of human
nature, traditions and habits, the origins of which have
long since become obscure, the weather as distinguished
from the seasons.

METHODS FOR REDUCTION OF SEASONAL
UNEMPLOYMENT.

Section Three.
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The Initiative is with Management.

Because seasonal unemployment is periodic, responding
in point of time regularly to the stimuli which recurrently
bring it about, it is subject to forecast. Executives can
know in advance when the periodic fluctuations in their
businesses come, which in turn unstabilize employment.
Instability thus can be anticipated, and there seems no
reason why stability cannot equally well, although per-
haps not so easily, be planned. Massachusetts execu-
tives should acquaint themselves with what has been done
in this field, and should strive to develop every possible
means of regularizing their businesses. Regularization of
seasonal employment will be advanced appreciably by
such effort.

Every business differs somewhat from every other, so
that regularization of this type is an individual problem.
The job is one for individual management. Even if it
were possible for whole industries by agreement to regu-
larize, the application of the necessary general provisions
of such an arrangement would involve the good will,
initiative and ingenuity of individual managements.
Every business concern must adapt to its economic
environment, and economic environment varies for every
concern, much or little. The initiative for regularization
must therefore rest with the individual management.
This is so whether the motive is more profitable opera-
tion or reduction of seasonal unemployment.

Seasonal Unemployment in Rural Areas.
'Agriculture and the so-called “recreational industry”

constitute the wealth-producing activities in our rural
areas. Both are similar in that they consist of the
exploitation of our natural resources. Both are highly
seasonal. Unfortunately, the seasonal peaks of the two
do not come at opposite seasons, but, speaking generally,
in the same season. Both are spring, summer and fall
activities. It is nevertheless true that to a considerable
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degree the activities of serving the wants and desires of
recreational travelers and vacationists can be made to
dovetail into the summer work schedule of the rural
resident. To the degree that this is possible, it is desir-
able. At the same time, certain hitherto important
winter activities of the rural worker are diminishing or
disappearing, such as lumbering and wood cutting.
Organized effort to promote winter recreation in our
rural areas would tend to offset rural unemployment in
that season. The market for winter recreation is now
and probably always will be much thinner than that for
summer recreation in this territory. Probably the vol-
ume of winter recreation will not support large capital
investment for elaborate facilities. The development of
this market for this reason is more feasible for rural initia-
tive and management than if the large aggregations of
capital concentrated in cities and entailing urban man-
agement were necessary.

Seasonal Unemployment in Urban Areas.
Economic activity in our urban areas comprises pri-

marily manufacturing and distribution. There is season-
ality in both. Industry is, however, so predominant as a
wealth producer, that regularity of the distributive
mechanism depends largely upon the regularity of manu-
facturing activities. Massachusetts, like all New Eng-
land, manufactures vastly more than she consumes.
Therefore conditions in national, and in some cases for-
eign, markets affect stability of production in Massachu-
setts manufacturing plants. These plants in turn account
for the biggest share of the purchasing power within the
Commonwealth, and thus in turn stability of distribu-
tive activities depends upon industrial stability.

Seasonal Unemployment in Industry.

Regularization of industrial employment hence is the
all-important aspect of the seasonal problem in Massa-
chusetts. Fortunately most of the experience data
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available from the past are the results of efforts, in
Massachusetts and elsewhere, to regularize industrial
activity, or employment, or both. Enough cases are
available to show that much can be done toward greater
regularization. The same degree of accomplishment is
not necessarily possible in every concern in every indus-
try. But there is a strong presumption in favor of the
notion that some success is possible. Just as seasonal
unemployment tends to be present in every industry in
greater or less degree, so a correspondingly small or large
degree of off-set to this unemployment might reasonably
be expected to follow from intelligent, aggressive and in-
genious efforts for regularization. This is not to say that
every industry can eliminate seasonal variations in
activity and employment. But every industry could
carefully survey its own policies and procedures to see
whether it could or should make changes in the interest
of stability.

Industry cannot be expected to put regularization
measures into effect at a sacrifice, hampering itself unduly
in competition. Many concerns have found regulari-
zation profitable.

Causes of Seasonal Unemployment in Industry.

Seasonal unemployment being the concomitant of sea-
sonal variations in industrial activity, the causes of these
periodic slumps become the important objectives of study.
In no two industries are the causes alike.

Truly seasonal unemployment is all that which flows
from the maturing of vegetable or animal products in
conformity with the natural seasons. The other variety
is that which flows from the human penchant for doing
such and such things at such and such times, irrespective
of logical connection with seasons. This second variety
includes unemployment flowing from periodic variations
based on human desires and antipathies though not
necessarily related to seasonal changes.

In all cases variations in supply or demand, or both,
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bring the seasonal variations in business which translate
themselves, unless checked, into variations in employment.

Methods of Combatting Seasonal Unemployment in
Industry.

The means by which industrial concerns have at-
tempted to overcome seasonal slumps and thereby regu-
larize activity and employment may be classified in two
general groups: attempts to produce a better balance be-
tween demand and supply, largely by trying to stimulate
demand, and attempts to stabilize production or sales,
or both, despite lack of balance between supply and
demand.

In pursuit of the first of these programs, manufacturers
whose attempts at regularization have been studied may
be said to have used largely two methods: more aggres-
sive selling in the established market, and diversification
and enlargement of the market.

It will be seen that both are attempts to increase de-
mand at times when it would normally be slack.

In pursuit of the second of these two programs, stabi-
lization despite unbalance, manufacturers have used a
variety of methods, including the following: diversifi-
cation of the product, simplification of the product,
budgeting sales and production and manufacturing in
advance of orders, and securing advance orders.

In addition some firms have frankly sought to stabilize
employment, even though production or sales have not
been stabilized. They have sought to do this by two
methods: training the employee for more than one task,
and methodically transferring him from job to job within
the plant to keep him employed, and short-timing em-
ployees in order to spread work over the largest possible
number of employees.

Both methods are potentially effective in keeping the
working force together and either partially or fully em-
ployed despite seasonal fluctuations in the volume of
business of the plant.
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Seasonal slumps in industry follow falling off in demand
for the products of particular kinds. It has been natural
for manufacturers seeking regularization of their produc-
tion and employment to lay hold of sales stimulation as a
means of increasing demand. They have sought to
achieve this end through more extensive, more aggressive,
and presumably more scientific advertising and selling of
the product in the established market, and also by seek-
ing to diversify and extend the market.

More aggressive advertising in off seasons may take
the form of larger units of paid advertising space in
periodicals, more frequent advertisements, special tie-in
of the off-season advertising with appeals-close to public
consciousness in these seasons, especially designed direct
mail advertising, or other forms. More aggressive selling
in off seasons may mean an increase in sales promotion
activity, more attention to dealer and distributor, such
as providing the dealer with an increased number or im-
proved quality of dealer helps, more intense efforts by
company salesmen, sales contests, the introduction of
minor variations in the product to attract seasonal
attention, new packaging, new styling and other devices.

Diversification and extension of the market for the
company’s products has been sought with profit by
numerous concerns this Commission has studied. Cre-
ating new uses or out-of-season uses for established prod-
ucts has been one of the most used devices in this cate-
gory. Cultivation of export markets as a corrective for
seasonal variations in domestic markets has been at-
tempted, although this does not offer a particularly
hopeful prospect under present conditions. Diversifica-
tion of, the domestic market may be sought through
studied effort to make the product known to classes of
the population which have hitherto not consumed it.
Extension of the domestic market may be sought either
through entering new sales territory or by following
established customers in their seasonal travels.

Improved Balance between Demand and Supply.
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Numerous New England industries have used one or
more of these devices for more aggressive advertising,
selling or market diversification or extension. Such firms
include General Electric Company, New England Con-
fectionery Company, Northeastern Radio, Inc., Hewes
& Potter, Eaton, Crane & Pike Company, Bird & Son,
Hub Hosiery Mills, Postage Meter Company, Royal
Baking Powder Company, H. P. Hood & Sons, Crompton
Company, Inc., William Carter Company, Pepperell
Manufacturing Company and others. In not all cases
did the company report the particular device used as
sufficiently successful to be continued.

The general method of seeking to increase demand at
times when it normally would fall off is capable of desir-
able results. Its application in any individual case should
be studied with the utmost thoroughness, lest the method
prove ineffective and expensive. In some cases it is
uneconomic to seek increased sales in off seasons. Never-
theless, the possibilities of this method should be thor-
oughly canvassed by any firm seeking to regularize its
activities against seasonal fluctuations.

■Stabilization of Production or Sales Despite Normal Un-
balance.

The second general classification of the means by
which firms have sought to overcome seasonal slumps is
through stabilization of production or sales, or both,
despite seasonal variations in supply and demand. Di-
versification of the product has been an outstanding
device in this category.

Diversification of the Product.
When a firm with a single product or a fairly restricted

line of allied products can find one or more additional
products for which there is a seasonal demand when the
original line comes into its dull season, it frequently has
been possible to stabilize production and sales by adopt-
ing the new product or line. The production and sales
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seasons of the two then dovetail in point of time, materi-
ally promoting regularization of production and employ-
ment. This also means the more efficient use of plant,
reduction in overhead per unit of production, holding
together the stable labor force, etc.

Diversification of product may sometimes be desirable
without seasonal dovetailing. Simply expanding the
line, within limits, has in some instances helped greatly
to stabilize an individual industry through spreading its
potential sales among a number of markets not all of
which are depressed at the same time.

A modification of the diversification device is the prac-
tice of some firms to manufacture for others in off seasons,
rather than select, adopt and merchandise new products
of their own. In the period which preceded 1929, merger
was sometimes a means of diversifying the line.

Firms which have sought stability through diversifica-
tion of the product by means of one device or another
include the Cambridge Rubber Company, the Hood
Rubber Products Company, Hub Hosiery Mills, Con-
toocook Mills Corporation, Pawtucket Hosiery Company,
Gorton-Pew Fisheries, Richardson & Robbins, United
States Cotton Company, French & Heald Company,
Graton & Knight, American Writing Paper Company,
General Electric Company, Gilbert & Barker Manufac-
turing Company, J. C. Rhodes Company, H. C. White
Company, Milton Bradley Company, Parker Brothers,
Inc., and possibly others.

While numerous firms have found diversification of the
product an effective means of stabilization, others have
not. There are admitted risks involved, including, be-
side those ordinarily associated with marketing a new
product, the possibility that the new line will grow to a
point where it will develop troublesome seasonal problems
of its own. Probably the more nearly alike the various
products in the line are, the less risk in diversification,
although there are outstanding examples of successful
diversification which negative this conclusion.
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Simplification of the Product.
A second means which has been used to stabilize

despite normal seasonal variations is the simplification
of the line. This involves the elimination from the line
of slow turnover items, and concentration on those having
the most rapid sale. The objective is more efficient pro-
duction, which in turn gives sales advantages, a superior
competitive position, and from the point of view of
regularization of production and employment the most
important result of simplification is the increased safety
with which the simplified and standardized line can be
produced without slavish following of the sales curve.
At the same time, production control is made more
simple, so that when speedy increases or decreases in the
rate of production are demanded by market conditions,
they can be brought about without great delays or great
wastes.

Among the examples of companies which have sought
increased stability through simplification are the Morgan
Construction Company, J. C. Rhodes Company, Eaton,
Crane & Pike Company, Walworth Company, Regal
Shoe Company and Carters Ink Company.

The major usefulness of simplification in promoting
regularization is in connection with budgeting sales and
manufacturing in advance of orders. The latter practice
is hazardous, especially when the company manufactures
a large line many numbers in which have a limited, slow
or diminishing turnover. Simplification eliminates much
of the danger by cutting out unprofitable items, reducing
inventory, releasing capital, promoting economy with
consequent potential price advantages, and simplifying
selling. There are objections to simplifying the line,
one of which is the possibility of offending dealers by
cutting out items which they as individuals may have
found profitable.
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Budgeting Sales and Production, and Manufacturing in
Advance of Orders.

The historic industries of Massachusetts, as of all New
England, grew to their period of greatness in a seller’s
market. For generations, as the United States came of
age, as population doubled and trebled, as the Middle
West and then the far West opened up, there was an in-
exhaustible demand for goods. Massachusetts, like other
parts of the industrial East, pioneered in the production
of these goods. For generations manufacturers strove to
produce as much as they could sell. Naturally, they
were not forced to give as much attention to the preferences
and desires of buyers as is necessary today.

The World War enormously expanded productive
facilities, not only in the older industrial sections but
throughout the United States, in neutral countries and
in numerous hitherto unindustrialized countries or areas,
while at the same time bankrupting the European mar-
kets. Overnight the situation was changed from a
seller’s market to a buyer’s market. The consumer was
dictator.

Under these conditions, the manufacturer, in order to
capture sales, was forced to turn attention to distribution,
where hitherto he had confined it pretty much to prob-
lems of production. It was necessary to study consumer
preferences; to examine market areas; to re-evaluate the
consuming capacities of certain groups; to revamp dis-
tributive mechanisms in order to eliminate waste and
facilitate low prices without destroying profit.

These processes still are necessary. The changes they
entail are still going on, spurred by the depression. The
spread of scientific methods engendered by the post-war
shift from seller’s to buyer’s market, and subsequently
stimulated in countless ways, has brought a new ap-
proach to the entire problem of profitable manufacturing.
No longer does the successful manufacturer produce as
much and as rapidly as possible and then look hopefully
about for buyers. On the contrary, the modern approach
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is from the other end. By careful, scientific research
methods the modern manufacturer attempts to forecast
and budget sales. He then estimates and budgets pro-
duction, and, in industries where it is deemed safe, he
may produce for stock. He never does so, however,
merely on the hope of sales, but on what is as nearly a
positive knowledge of forthcoming sales as human re-
sources and intelligence will permit him to achieve.

This type of management makes for regularization of
production and hence of employment. More of it is
needed in Massachusetts.

Budgetary control is the product of research intelli-
gently interpreted and worked into sales and production
schedules, which must be constantly checked and re-
vised, with a view to general economic developments as
well as records of actual sales compared with expected
sales.

Manufacturing for stock is safe only on the basis of
experience data provided by careful records, research and
budgetary control. Unfortunately, it is sometimes at-
tempted without these checks, in a general spirit of
optimism that the goods will somehow eventually get
themselves sold.

With sales accurately forecast, production can be
scheduled over a number of months in the year instead
of being bunched in the season of peak demand. Thus
budgeting of sales promotes regularization of employment.

Under modern conditions of hand-to-mouth buying by
distributors, some degree of manufacturing in advance of
orders is almost essential in most industries. From an
economic point of view, the smaller the capital invest-
ment in plant capacity only needed at peak seasons the
better. Hence manufacturing in advance of orders to
the degree deemed safe in the particular line of industry
is altogether desirable, quite aside from regularization of
employment. In order to be safe, such advance manu-
facturing must be based on accurate records of sales in
past years, or accurate forecasts of coming sales, or both,
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plus a continuing intelligent appraisal of economic
trends.

Studies disclosed that among companies budgeting their
sales and production are Lever Brothers Company, Wal-
worth Company, Rust Craft Publishers, Inc., Towle
Manufacturing Company, the Crompton Company, Inc.,
the Norton Company, Remington Arms Company, the
Kendall Company, General Electric Company, Graton &

Knight, American Optical Company, Franklin Hat Com-
pany, Eaton, Crane & Pike Company, Dennison Manu-
facturing Company, J. C. Rhodes Company, Lumb Knit-
ting Company, E. T. Wright & Co., United States Cotton
Company, New England Confectionery Company,
Gorton-Pew Fisheries and others.

Obviously, staple industries run less risk in manufac-
turing in advance of orders than those marked by sea-
sonal, style and other variations. The more general the
practice of delayed ordering and hand-to-mouth buying
the more dangerous is advance manufacturing, yet the
more necessary it is in order to meet orders quickly.
Budgeting and advance production obviously help regu-
larize employment.

Securing Advance Orders.
In view of the risks involved in manufacturing in ad-

vance of orders, even against budgeted sales, many con-
cerns which have been studied are found to have sought
regularization through attempting in various ways to se-
cure orders well in advance of delivery or billing dates.
This is particularly difficult in view of the lesson of low
stocks learned by retailers, wholesalers and manufac-
turers in the depression of 1921. Campaigns of educa-
tion frequently are necessary to induce distributors to
co-operate. Price concessions often bring the desired re-
sult. Other reasons advanced for early ordering are the
possibility of prompt delivery when wanted, the necessity
of early ordering to get any of the product at all, and the
fact that a short-selling season makes delivery of spot
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orders run behind sales. Quasi-monopolistic control of
some specialty is an effective way to secure orders early,
Bringing out new models in advance of the normal trade
show date is another method. Study indicates that the
smaller the number of distributing outlets the easier it is
for the manufacturer to arrange for advance orders.
Protection against price changes and the passing on of
seasonal savings in cost of raw materials, post-dating or
post-billing, are other inducements to order early.

The producer of raw materials or producers’ goods is
apparently more favorably situated to secure advance
orders for his wares than the manufacturer of consumers’
goods. Producers’ goods being more staple and not sub-
ject to style fluctuations, in most cases not subject to
deterioration, safely can be ordered in advance. In this
way manufacturers can assist in the stabilization move-
ment through co-operation with their suppliers to stabi-
lize production and employment.

Companies which by various means seek to secure
orders in advance include Dennison Manufacturing
Company, Hub Hosiery Mills, Lumb Knitting Company,
J. F. McElwain Company, Thomas G. Plant Corpora-
tion, Eaton, Crane & Pike Company, Rust Craft Pub-
lishers, Inc., the Kendall Company, Hood Rubber Com-
pany and others.

Among New England concerns which seek to co-oper-
ate with their suppliers for advance ordering of producers
goods are Remington Rand, Inc., French & Heald Com-
pany, J. F. McElwain Company and others.

While some concerns question whether the attempt to
secure orders in advance is either worth while or econom-
ically desirable, many others not only attempt but mate-
rially succeed in securing large fractions of their total
orders well in advance. Against the buyer’s fear of
committing himself in advance are numerous effective
arguments and concessions which the manufacturer may
use effectively. Probably no safer method of regulariz-
ing production, and therefore employment, exists than to
manufacture against advance orders actually on the books.
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The economic advantage in many industries of main-
taining intact the stable force of skilled workers despite
seasonal fluctuations in demand had moved a number of
manufacturers frankly to attempt employment stabiliza-
tion measures within their plants irrespective of policies
designed to regularize production by more aggressive
selling or any of the other methods outlined.

They have sought stabilization of their own working
forces through three methods. The first is careful instruc-
tion of workers in more than one type of work. The
workers are then transferred from job to job to keep them
employed, and in some instances are used for repair work,
cleaning up and painting up, rearrangement of machin-
ery, rehabilitation of office and plant, and in general
odd jobs. The second method is that which has come
to be known since 1929 as “work-spreading.” It consists
of putting the stable force on part time instead of dis-
missing some and leaving the remainder on full time.
The third method, referred to elsewhere in this report, 1

is the application of the principle of “flexible hours”.
Among the concerns which have sought to stabilize em-

ployment for their own workers through employee train-
ing and rotation are Eaton, Crane & Pike Company, New
England Confectionery Company, Scovill Manufacturing
Company, the Kendall Company, Dennison Manufac-
turing Company, Crocker, McElwain Company, Bird &

Son, Carters Ink Company, General Electric Company
and numerous others.

Conclusion.
There is both an individual and a general economic

incentive for manufacturers to stabilize seasonal unem-
ployment. More than any other type of unemployment,
the manufacturer has it within his control. Management
in Massachusetts, in the judgment of this Commission,
should seek to put into operation such practices as have

Maintaining the Stable Force Intact.

1 See pp. 19-21.
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been outlined here, and which have been found useful in
regularizing seasonal unemployment through regularizing
production.

With the baneful social and economic results of unem-
ployment so painfully evident at the present time, albeit
the greater part of this unemployment flows from cyclical
and technological causes, it would appear urgently desir-
able that Massachusetts management make every effort
to prevent aggravation of this vast unemployment prob-
lem by needlessly permitting avoidable seasonal unem-
ployment. The record shows that numerous manufac-
turers in a wide variety of industries have successfully
applied intelligence and imagination to the seasonal regu-
larization of their businesses, with resultant regulariza-
tion of employment. They have done this by many
methods, notably, by more aggressive advertising and
selling in off seasons; by diversification and enlargement
of their markets; by diversification of their products; by
simplification of their products; by budgeting of sales
and production; by alert merchandising; by manufac-
turing in advance of orders; by securing orders in ad-
vance ; and by employee training and work sharing.

All these devices and methods are practicable now,
given reasonable adaptation to the conditions of particu-
lar businesses or particular markets, despite the fact that
we are in the midst of cyclical depression. Their more
widespread use would aid materially in the amelioration
of Massachusetts’ unemployment problem.
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The orthodox American philosophy is that the individ-
ual should make provision in such manner that during
unemployment his savings, the result of thrift during a
period of employment, will take care of himself and
family.

Many individual workers in Massachusetts can and do
save something toward the future. They have spent over
$50,000,000 a year, for example, on industrial life insur-
ance. Others have bought insurance policies of other
sorts in amounts that cannot be computed. Thousands
have deposited small sums in Massachusetts savings
banks. Some have bought equities in homes of their
own. Some have bought securities which have been
caught in the decline of security values.

Can workers not save enough to take care of their own
unemployment?

They save to provide for contingencies that cannot be
met out of current income and to improve their economic
position. They save, also, to improve the economic and
social status of their children.

Serious illness, the birth of a child, the approach of old
age and superannuation, the costs of an accident not
borne by workmen’s compensation (workmen’s compen-
sation seldom covers all the cost), the education of chil-
dren beyond the public schools, unexpected expenses of
oculist, dentist and other specialists, the replacement of
large items of household furnishings, a death in the fam-
ily, including the death of the worker himself, and many
other sources of large expenditure are among the contin-
gencies for which the worker saves.

Saving for these purposes has to come out of the earn-
ings of the worker and his family, chiefly out of the

PART THREE

CAN THE WORKER SAVE FOR UNEMPLOYMENT?

Why Workers Save.

Section One.
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earnings of the worker himself. Sometimes there may be
more than one breadwinner in the family for a while.
There are likely to be dependents other than wife and
children in many families, aged parents, dependent
brothers or sisters, or other relatives who have to be
provided for wholly or in part.

Earnings of Massachusetts Workers and Ability
to Save.

Whether workers can save enough to provide for their
own unemployment depends upon a number of circum-
stances, one of which is the relation of income to necessary
expenditure, presented in the table on the following page.

The cost-of-living estimates in this table are those
computed for families of varying size at various dates in
six Massachusetts cities by the National Industrial Con-
ference Board, a research body maintained by large
employing interests. It sometimes has been accused of
setting living costs at too low a figure. (Its estimates
usually have been below those of the United States Bu-
reau of Labor Statistics in so far as the two were compar-
able.) These estimates allow nothing for saving other than
life insurance.

The average earnings in Massachusetts manufacture
are computed from data supplied by the Massachusetts
Department of Labor and Industries.

The figures in Table 7 are now several years old. But
the situation had not changed greatly when the depres-
sion set in. The cost of living in Massachusetts averaged
1 per cent higher in 1929 than in 1927. 1 The average
wages in manufacture in that year were $1,246.39; the
average for adult males approximately $1,440, an in-
crease of 2| per cent over 1927.

Table 7 shows that in none of the cities studied could
the average adult male wage earner in manufacture,
receiving the average pay for manufacturing in this State,
hope to save anything, if he had a family of two or more

1 Report of Division on the Necessaries of Life, Massachusetts Department of Labor aad
Industries, 1930, pp. 25-26.



HOUSE — No. 1200.1933.] 105

children, unless he had some source of income other than
his wages.

Table 7. Average Annual Earnings of Wage Earners in Massachu-
setts Manufactures and Estimated Minimum Cost of Living for
IndustHal Workers in Certain Massachusetts Cities, 1919, 1920,
1927.

[Source: Cost of living: Estimates of the “Minimum Cost of maintaining a Fair American
Standard of Living,” prepared by the National Industrial Conference Board. Earnings:
Massachusetts Department of Labor and Industries, Annual Reports and Press Releases.]

E-™?
AM^chE^N

s
GS

Cost of Living. Manufactuhes.
Year.

Number Minimum All .

City- in Cost of Workers Mate .Family. Living. Workers- Males.

1919 .... Fall River ... 5 $1,267 76 $1,073 95 $1,240 00
Lawrence ... 5 1,385 79 - -

1920 .... Worcester ... 1 941 00 - -

3 1,244 31
4 1,526 47 1,280 74 1,479 00
5 1,733 38
6 1,940 29

1927 .... Boston ... 4 1,627 33 -

Springfield . . 4 1,568 80 1,221 19 1,410 00
Leominster . . 4 1,458 21 - -

1 Estimated earnings of adult males (18 years old and over) in manufacture which are ap-
proximately 15.5 per cent higher than average of all wage earners. Based on data from
Massachusetts Census of Manufactures, supplied by courtesy of Mr. Roswell F. Phelps,
Director, Division of Statistics, Massachusetts Department of Labor and Industries.

Not quite 60 per cent of the adult males in Massachu-
setts manufacture earned less than the average adult
male wage. A little more than 40 per cent earned more
than the average.1 Some of these latter were, of course,
highly skilled workers whose incomes are considerably
above the average. Three fifths of this 40 per cent
received wages not more than $5OO a year above the
average. This amount, compared with a standard of
living that makes no allowance for saving except for life
insurance, tells its own story.

1 From data supplied by courtesy of Mr. Roswell F. Phelps, Director, Divisionof Statistics,
Massachusetts Department of Labor and Industries.
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Most Wage Earners with Families Cannot Save.
The saving that is done by workers in Massachusetts

manufacture must then be done mainly by unmarried
workers, or married workers without children;, by fam-
ilies with more than one wage earner; by families who
take boarders or lodgers, or both, or who add to family
income by using out-of-school labor of children; by the
comparatively small proportion of skilled manual or
clerical workers who are highly paid and steadily em-
ployed. If it is done by others it can only be at the cost
of standards of living lower than the minimum described
by the National Industrial Conference Board as a “fair
American standard of living.”

The average family includes children. It seems rea-
sonably clear than an average family, whose income is
derived from employment in manufacture in Massachu-
setts, cannot live on a “fair American standard of living”
and save anything at all unless either wife or children, or
both, go to work, or the family takes boarders or lodgers,
or both.

Some light can be thrown on the ability of those working
outside of manufacture to save by translating the cost of
living figures in Table 7 into terms of weekly and monthly
salaries and daily and hourly wage rates.

On this basis it would have required a salary of more
than $135 a month, or more than $3l a week, to provide
the Conference Board’s “fair American standard” in
Boston. In Leominster more than $l2l a month, or $2B
a week, would have been necessary. Most other cities,
like Springfield, would presumably lie within the range of
these two sets of figures.

The salaried man, however, usually has to support a
higher standard of living than that provided in the Con-
ference Board’s estimates for industrial workers. He has
to wear better clothes to hold his job. He has to live in
better quarters to maintain his “white collar” standing.
His family expenses are somewhat more because the
family also have a standing to maintain. The figures
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given on pages 104 and 105 would therefore have to be
increased, probably by at least as much as $l5O a year in
Boston and $lOO a year in small cities like Leominster. 1

This would raise the necessary salaries to about $l4B a
month, or more than $34 a week in Boston, and to about
$l3O a month, or $3O a week in Leominster. These figures
will eliminate from the list of those who save very much
a good many families in the lower paid clerical groups.

For wage earners outside manufacturing industries the
cost of living figures may be translated into daily and
hourly wages. How much per day is necessary to earn
the amounts set by the Conference Board as the minimum
cost of a “fair American standard of living”?

The total earnings of a wage earner in Massachusetts,
who works steadily full time, five and a half days a week,
without overtime or the loss of a single hour, are equiva-
lent to full-time earnings for 277 or 278 days. (From 365
days in the year must be subtracted 52 Sundays, 10
holidays, if all holidays customary in Massachusetts are
observed, and 52 half days on Saturday, the equivalent
of 26 full days. These make a total of 88 days.) In
Boston, $5.87 a day, with half this amount on Satur-
days, would have been required to earn the “fair Ameri-
can standard,” providing not an hour of time was lost.
In Leominster, $5.26 a day would have been sufficient.
These rates are equivalent to about 73 cents and 65|
cents an hour, respectively, for an eight-hour day. Ob-
servation in industrial communities in the State shows
that in normally good years most wage earners who have
steady work, with the exception of the most highly
skilled, earn less than those amounts, and that most of
those who earn more do not have steady work, and there-
fore need higher rates per day or hour, or an excessive
amount of overtime, if they are to support families on
the Conference Board’s standard.

There is, in short, good reason to believe that, with the
exception of the highly skilled manual and the higher
paid clerical workers, the bulk of working people in

1 These are rough estimates only
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Massachusetts, not only in manufacture but in similar
wage-earning pursuits and in the lower paid clerical
groups, cannot save much if anything, toward unemploy-
ment if they have families, unless wife or children add to
the family income in some way.

American standards do not contemplate the work of
wives and mothers with children under sixteen nor the
regular labor of children. We should not otherwise re-
quire work permits for children under that age. And
the savings that are made in this way are needed for the
multitude of contingencies that confront all families from
time to time aside from unemployment.

Shall we say, then, that every worker ought to save for
unemployment, implying that all can do so, or shall we
recognize the facts for what they are and admit that a
large percentage of Massachusetts families in wage-earn-
ing and low-salaried groups cannot save for unemploy-
ment unless they live under conditions generally deplored
as substandard?

This is true for full-time earnings. What shall be said
of those families who face irregular employment on earn-
ing rates no higher than these, or not sufficiently higher?

Workers’ Savings should not be used for Unem-
PLOYMENT.

This Commission believes, further, that the savings of
workers ought not to be drawn upon to any great extent
for unemployment if this can be avoided, partly because
their savings are needed for other contingencies, and
partly because we believe the sweeping away of bank
accounts and insurance, and the foreclosure of home mort-
gages because of unemployment, is a direct and destruc-
tive blow at the fundamental principles of thrift.

When savings for old age, for illness, for a future home,
for the education of the children, and even the home
itself, go down in the effort to maintain the family during
unemployment, as has been true in thousands of cases in
recent months, the incentive to save for these objects is
certainly not strengthened.
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Workers who had saved before the present depression
and have since been unemployed have found savings an
obstacle to assistance. So long as a penny remained, so
long as the family owned the roof above its head, help
has usually been unobtainable from public welfare depart-
ments, no matter how desperate the need. Those who
spent freely when times were good and saved little or
nothing were given aid fairly promptly. Those who had
practiced all the principles of thrift, had taken thought
for the morrow and had saved a part of their incomes
have received no help until savings and home were gone.

Community Saving for a Community Problem.
Unemployment is both a community and an industrial

problem. It seems to be a trick of human nature to
refuse to face unpleasant facts until too late to deal with
them. Certainly we in the United States and in Massa-
chusetts have not in the past faced the facts about unem-
ployment. We have been unwilling either to recognize
the large amount of unemployment present in our midst
at all times, or to make preparation of any kind for the
tremendous emergencies brought down upon us by the
prolonged depressions accompanying all of our major
business crises.

It has been hard to take care of destitution and suffer-
ing these last two years because this requires large
amounts of money. We have had neither an accumu-
lated fund to draw on nor normal incomes from which to
make contributions. It seems plain enough now that
during the good years we should have put aside out of
our incomes in good times, not only individually, but as
a community, local, state, national, a fund that
could be depended upon when large-scale unemployment
threatened.

Emergencies of a recognizable type should be met by
planning and saving in advance. Unemployment is a
community emergency, not merely a misfortune of the
individual. This reasoning, generally accepted as valid,
has not been followed generally by action. Much is
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said; little is done. The Commission’s recommendation
of a plan of unemployment reserves 1 is an attempt to
proceed from the stage of discussion to that of concrete
proposal.

Every principle underlying the plan of unemployment
reserves proposed by this Commission is already in oper-
ation in the United States. This Commission proposes
only that plans which have been carried out successfully
for several years by private business on a voluntary
basis shall be introduced generally into Massachusetts to
provide a better system of unemployment relief and to
furnish more incentive to reduce preventable unemploy-
ment than exists at present.

Unemployment Reserves are not New in America.
In 1929 there were about 77,000 workers in manufac-

turing in the United States whose jobs and incomes were
more secure against the threat of unemployment than
those of their fellows. They were employed by companies
which stood ready to pay them at least a part of their
wages for a minimum of several weeks, or a lump sum in
lieu of wages, if they were laid off through no fault of their
own. Of this total, 9,400 workers were guaranteed pay-
ments by the companies for which they worked. Some
67,600 were protected by joint agreements between their
employers and the trade unions. 2 This is exclusive of
approximately 45,000 workers who might become eligible
for unemployment benefits from trade unions not included
in joint agreements. 3 Several thousand others under
certain conditions might look forward to the receipt of

UNEMPLOYMENT RESERVES.

Section Two.

See Part One, Section Two, pp. 110-146; also Appendix A, pp. 192-236.
2 Information from Stewart, Bryce M., “Unemployment Benefits in the United States,’

pp. 94 and 96; Bureau of Labor Statistics, United States Departmentof Labor, Bulletin No.
544, “Unemployment Benefit Plans in the United States and Unemployment Insurance in
Foreign Countries,” pp. 5-174; and reports from all the companies and many of the unions
concerned direct to this Commission.

3 About 44,600 in the spring of 1931. See Bureau of Labor Statistics, United States De-
partment of Labor, Bulletin No. 544, pp. 22-25.
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lump sum payments if their employers found it necessary
to lay them off indefinitely. 1 These workers, in other
words, might expect to be paid unemployment benefit
under some type of unemployment compensation plan.

Arrangements of this kind, slight as the percentage of
all employees affected is, represent the beginnings of
serious effort on the part of employers, or of employers
and trade unions jointly, to reduce the amount of un-
employment, and to make better provision for the relief
of those who become unemployed.

The movement has been growing slowly since 1916,
when the Dennison Manufacturing Company of Fram-
ingham established the first plan of this kind. In 1929,
when the present depression began, eleven companies,
each with its own plan, were experimenting in this direc-
tion. A considerably larger number were operating
similar plans under agreements with trade unions. Only
two company plans had come into being from January,
1925,, to December, 1929, while one plan, instituted in
1924, had been abandoned during this period. The whole
development has affected a negligible number of workers.

Not all the plans in operation when the depression be-
gan provided for unemployment reserves in the technical
sense described on pages 114-117, but all did provide for
the making of payments to employees laid off through
no fault of their own. All represented the recognition
by employers of some responsibility for workers whom
they felt obliged to let go because of lack of work.

The growth of the movement has been much acceler-
ated since the beginning of the depression. In 1930 the
General Electric Company put into effect an unemploy-
ment benefit plan in its twelve apparatus plants. In
1931 the same company introduced a different type of
plan— an “employment guaranty” plan —in its twelve
lamp works. Plans of this nature had, in fact, become
so well known by 1930 that since the beginning of that
year at least twenty-eight additional companies, nineteen

1 Brown, J. Douglas, and Hawkins, Everett D., “Dismissal Compe
Relations Section, Princeton University, 1931.

Industrial
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of them in Rochester, New York, and three in Fond du
Lac, Wisconsin, are known to have arranged to set up
unemployment compensation plans which will become
operative when business picks up again. These com-
panies, with the General Electric Company, bring the
total number of employees covered by company plans
in 1932 to about 157,000. Most of the new plans are not
yet paying benefits.

Three types of plans have been tried by employers.
1. The employment guaranty plan is one by which an

employing firm agrees to provide at least a specified mini-
mum amount of work each year to all regular employees,
or to such of them as are to be included in the plan. In
practice, companies making this arrangement have fur-
ther agreed to pay either full wages or a percentage of
normal earnings to eligible employees for whom employ-
ment cannot be found for the minimum period. All em-
ployees who come under the plan are thus guaranteed
work or wages up to at least a minimum amount.

A simple plan of this type is in effect in six plants of
the Procter & Gamble Company, which guarantees 48
weeks’ work each year at full pay to all eligible employees,
except for holidays and for periods when the plants shut
down for cleaning and repairs. Eligibility under this
plan is limited to those who have had at least six months’
service with the company, subscribe for stock in the
company, participate in its profit-sharing plan, and
normally receive as wages or salary not more than $2,000
a year. As actually worked out, the company pays
wages for lost time in excess of 200 hours, on a 50-week
basis. 1

A similar plan, guaranteeing 52 weeks of work a year,
was in effect in the plants of the Crocker-McElwain
Company and its subsidiary, the Chemical Paper Com-
pany in Holyoke, from 1920 until February, 1931. This
plan was modified at the latter date to cover a guaranty
of only 44 weeks and only 80 per cent of normal earnings. 2

See Bureau of Labor Statistics, United States Department of Labor, op. cit., pp. 49-50.
2 See Bureau of Labor Statistics, United States Department of Labor, op. cit., p. 35.
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Since the payment of wages is guaranteed under plans
of this type they may be regarded as a modification of
the plan next described.

2. A more commonly used plan is that by which the
employer agrees to pay unemployment benefits to laid-off
employees, in the form of weekly payments amounting
to a stipulated percentage of the wages the employee
would normally have earned if his employment had con-
tinued. A relatively simple plan of this type is that of
the Leeds & Northrup Company in Philadelphia. This
company pays to its permanent employees, if tempo-
rarily laid off, a weekly sum amounting to 75 per cent
of their normal weekly earnings, if they have dependents,
and 50 per cent if they are without dependents, the num-
ber of weeks the payments are continued varying with the
length of service of the employee.

A similar plan, somewhat more complex in its details,
was adopted in 1916 by the Dennison Manufacturing
Company in Framingham, and has been in operation
since 1920.

3. Some fifty companies pay a dismissal wage to em-
ployees when laid off. 1 This is a lump sum payment, the
amount of which has varied greatly in practice. Some
companies have paid only two weeks’ wages. One firm
has paid as much as $5OO to each of 236 skilled workers. 2

Four companies paying unemployment benefits in 1931
also use a dismissal wage under certain circumstances. 3

The employment guaranty plans provide for the pay-
ment of wages, or of “benefits” as a percentage of wages,
if the guaranty is not maintained. Dismissal wages, on
the other hand, may be regarded as “benefits” paid in a
lump sum. The unemployment benefit plan may be

1 Fifty companies are known to pay dismissal wages. It is quite probable that there are
others of which no record exists. See Brown, J. Douglas, and Hawkins, Everett D. “Dis-
missal Compensation,” Industrial Relations Section, Princeton University, 1931, pp. 41-43.

2 The Hart, Schaffner & Marx Company, in Chicago, paid this unusual sum, under a
trade agreement with the Amalgamated Clothing Workers’ Union, to cutters in the men’s
clothing trade to persuade them to leave the industry because of technological changes which
made their jobs superfluous.

3 These are the Dennison Manufacturing Company, the Brown & Bailey Company of
Philadelphia, the General Electric Company, and the Columbia Conserve Company of
Indianapolis (twelve plants, two in Massachusetts). These firms are included among the
fifty mentioned above.
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regarded, therefore, as the principal type, even though
dismissal wage plans have been in effect in a larger num-
ber of plants.

To insure the successful operation of such plans, what-
ever the type, it is necessary to provide a reserve fund,
built up in advance, from which wages or “benefits” can
be paid. In the absence of such a fund, there is danger
that the employer will not be able to keep the agreement
when the need is greatest. This is just as important in
the case of a dismissal wage as for “guaranty” and
“benefit” plans, if the dismissal wage is applicable to any
large percentage of the employer’s working force.

All the new benefit plans, adopted during the last two
years, 1 provide for the maintenance of reserves. Yet the
importance of the reserve has only recently received the
emphasis it deserves. As late as 1931, five of the com-
pany plans involving either benefits or an employment
guaranty, or both, were operating without definite pro-
vision for a reserve, while no trace of the reserve idea
appeared in most of the dismissal wage plans.

Two accepted principles underlie unemployment re-
serves, namely, that industry should be held responsible
for the payment of costs incurred as part of the processes
of industry, and that emergencies should be provided for
by saving in advance.

The idea that employers should accept some measure of
responsibility for unemployment among their own em-
ployees has gained the increasing support, during the last
three years, not only of the general public but of em-
ployers. A ballot sent during recent months by the New
England Council to employers in the six New England
States asking for an expression of opinion included this
proposition:

“To minimize or forestall the effects of the next de-
pression, I recommend; 1. Each employer accept definite
responsibility for providing maximum possible security of
employment for his stable force.”

list of companies, Appendix B, pp. 240-244.
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Of 670 votes, 557 were in the affirmative, 1 113 were
opposed. Of those in favor, 286 are in business in
Massachusetts. Even more significant is the vote upon
a second part of this proposition, providing for a recom-
mendation that “each employer set up reserves to help
maintain weekly income of his stable force.” This pro-
posal calls for more than an acceptance of responsibility.
Of 563 employers who voted on this, 339 voted affirma-
tively, 224 gave negative votes. Massachusetts employ-
ers cast 168 of the votes in the affirmative. A large per-
centage of those to whom these ballots were sent did not
reply or did not vote on this proposition, and there is no
means of knowing what their opinion may be, but it will
be seen that a fairly large number of Massachusetts em-
ployers are willing to consider favorably the introduction
of voluntary reserve plans, although only two Massa-
chusetts companies (the Dennison Manufacturing Com-
pany in Framingham and the Crocker-McElwain Com-
pany with its related company, the Chemical Paper
Manufacturing Company in Holyoke) had set up plans
of this nature prior to 1930, when a third (the General
Electric Company, with plants in Lynn and Pittsfield)
effected a plan under which both company and employees
contribute to an unemployment fund from which eligible
laid-off employees may receive benefit payments.

The importance of reserve funds from which unem-
ployment benefits can be paid has become so apparent
that company plans of the sort described above, once
known as unemployment benefit plans, are now coming
to be known as unemployment reserve plans. In the
Wisconsin act 2 and the Interstate Report 3 the reserve
funds are intended not only to guarantee the success of

Information from Ray Hudson, industrial executive of the New England Council. The
assumption inherent in the Council’s wording of the proposition is that the setting up of
reserves would be voluntary. The weakness of voluntary plans is explained later in these
pages.

2 Wisconsin Unemployment Reserve Act, adopted January, 19
Report, February, 1932, of the Interstate Committee on Unemployment Insurance,

composed of representatives of the Governors of Connecticut, New Jersey, New York, Ohio,
Pennsylvania and Massachusetts. The Governor of Rhode Island appointed a represents
tive. He did not sign the report. A. Lincoln Filene of Boston represented Massachusetts,
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the plan, but to exert the maximum of preventive pres-
sure on employers.

The setting up of reserves for future contingencies is a
long-established practice in American business. Every
well-managed business today sets aside money regularly
to pay taxes when they come due, and also maintains a
depreciation reserve; that is, it saves part of its earnings
upon which it can draw to replace buildings, machinery
and other equipment.

Some businesses set aside also a dividend reserve, saving
part of the earnings of good years so as to continue divi-
dends when earnings are small. The object is to stabilize
business dividend payments; that is, to keep paying the
same rate of dividend year after year regardless of fluctu-
ations in earnings. Stockholders receive less than the
company could pay in prosperous times, but are paid
more than otherwise would be possible in lean years.

An unemployment reserve in practice resembles a
dividend reserve. It represents a part of company in-
come, put aside to maintain wages, or a part of normal
wages of employees when they are laid off. The effect is
to stabilize employee earnings through successive periods
of work and of involuntary unemployment.

In one important particular the two types of reserves
differ. When a company sets aside part of its earnings
in order to maintain dividends, it is in effect merely regu-
larizing the dividends paid to its stockholders. It is not
taking anything from them. It pays them less than it
could in prosperous years in order to pay them more in
years of small earnings or none. They expect to receive
it sooner or later, if not in the form of dividends, then in
the increased value of their investment. Unemployment
reserves, in contrast, may be looked at in two lights. If
regarded as reserves taken from earnings, they represent
a transfer of income from stockholders to employees.
An amount which would have been a part of the stock-
holders’ property in the company is turned, in theory at
least, into a fund which the company’s directors propose
shall go to employees. This makes of such a reserve
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plan at bottom a special kind of profit-sharing scheme,
by which the stockholders give up a part of their claims
to the company’s earnings in order to secure the benefits
of greater goodwill and efficiency in the company’s
employees.

If not regarded in this light, an unemployment reserve
may be considered an operating cost, like the cost of
workmen’s compensation insurance. It then becomes, in
theory, not a reserve out of earnings but a cost of carry-
ing on the business.

However regarded, contributions to an unemployment
reserve fund mean taking something from the current
earnings of business, a something which management
obviously wants to keep as small as possible.

Unemployment Reserves prevent Unemployment in

Both Good Years and Bad.
Unemployment in ordinary years is caused by seasonal

variations in business and by a long list of economic
changes, including changes in industry, not the in-
vention of new machinery merely, but also other changes
in technique, ■— as well as changes in product, in man-
agement, in location, in labor supply. As much as 6 per
cent to 10 per cent of the normal working force of the
nation is out of work on any ordinary working day in a
normally good year.

It is not easy to reduce the amount of unemployment
created at all times by these causes. But employers can
do a good deal to regularize employment through the
seasons and to cushion the effects of change as they
occur. A few have proved this by doing it. Unemploy-
ment reserves provide a direct incentive to the employer
to keep his employees at work as steadily and for as long
periods as possible; to select new employees more care-
fully, so that they will be worth keeping as long as pos-
sible; and to avoid unnecessary temporary lay-off, as
well as permanent dismissal, by every means possible.
This is perhaps the most valuable feature of this type of
unemployment effort.
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The employer who pays a percentage of his pay roll
into an unemployment reserve under such plans as pro-
posed by this Commission is in the position of the boy
trying to fill a leaky pail with water. The more he can
diminish the size of the leak, the sooner he can fill the
pail.

Under this plan the employer is set the task of filling
his reserve pail up to $75 per employee. When it reaches
this level, he is not required to put anything more into
it. The more lay-offs he tolerates, however, the longer
it takes him to reach this level and the harder it is to
maintain it. Lay-offs are the leak in the pail.

Every employer who has seriously attempted to main-
tain either an unemployment reserve or an employment
guaranty plan has developed means for leveling to some
extent the seasonal rush and slack periods in his business,
as well as methods of cutting down the number and the
length of lay-offs due to other causes. The beginning
of efforts in this direction has in fact been made in the
case of every successful benefit and guaranty plan before
the plan was introduced, because it was recognized that
the two went together. The employer knew that the
reduction of unemployment among his own workers was
a practical necessity if his plan was to be a success.

Would reduce Unemployment in Ordinary Years.
The widespread adoption of unemployment reserve

plans would reduce considerably the amount of unem-
ployment in ordinary years. The experience of the few
who have led the way indicates the possibilities. The
analogy of experience with workmen’s compensation
insurance also points to this probability.

Twenty years ago, when compensation for industrial
accidents was up for discussion, the “safety first” move-
ment as a preventive of accidents in industrial plants
was in approximately the same position as that occupied
today by voluntary unemployment reserve plans. A
few employers had made successful efforts to cut down
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the number of accidents in their plants. Their experi-
ence was widely discussed. Not many others followed
their lead.

In 1911 the industrial States, including Massachusetts,
began to pass workmen’s compensation laws requiring
employers to provide for the payment of half to two
thirds of normal wages for a specified number of weeks
as accident benefits to injured employees. These laws
compelled employers to take out compensation insurance
policies as a guaranty that their employees would receive
benefits if injured in connection with their work.

The insurance requirements called for higher insurance
premiums from companies with high accident frequency
than from companies in which fewer accidents occurred.
It thus cost money to have accidents and money could
be saved by preventing them. Not long afterward the
safety first movement was sweeping the country.

When employers found they could save money by pre-
venting accidents they prevented them. There is reason
to believe that a compulsory unemployment reserve plan,
whereby the employer paid for preventable lay-offs,
would incite him to do his utmost to reduce the number
of lay-offs and so reduce the number of unemployed, just
as compulsory compensation insurance under workmen’s
compensation acts led him to reduce the number of
industrial accidents.

Can be Used to Reduce Depression Unemployment.

One of the characteristics of cyclical upswings in
business is an overexpansion of industry, investment
of too much of the current earnings of business in mills,
factories, warehouses, office buildings, power plants, ma-
chinery and other productive equipment. Every crisis
like the present has found us with more mills and fac-
tories than we have any use for. It seems evident that
some unemployment would be prevented if we could find
a legitimate method for holding back part of the money
that now goes in good times into this kind of fixed capital
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and turn it in some other direction. The maintenance
of unemployment reserves would help accomplish this in
the following ways:

1. If the maintenance of reserves decreases slightly the
net earnings of employing companies there will exist a
tendency to retard investment in new plants and equip-
ment such as always has been stimulated by large earn-
ings. The effect will be slight, but none the less actual.
There is no certainty, however, that the maintenance of
unemployment reserves will decrease earnings. Some who
have experimented with them say they believe the efforts
to regularize businesses, stimulated by the necessity of
keeping up the reserve, have more than paid for them-
selves.

2. If an employer is to be held responsible for the un-
employment of workers taken on during boom periods in
business and let off when the boom is over, he is likely to
go slower in expanding his working force. This makes for
greater stability for the employer’s regular working force,
since there is less likelihood they will be laid off with the
others when the boom ends. It also necessitates more
careful long-range planning in general by the employer,
who will try to plan his work so as not to be caught in a
rush which would require hiring extra workers whom he
might need just long enough to bring them within the
scope of the unemployment reserve requirements. It is
possible, of course, that the pressure of an expansion
period, coupled with the desire to keep down the number
of employees on the pay roll, might hasten the intro-
duction of new machines or processes. Such a move
might prevent an increase in working force at the time,
but lead to an ultimate decrease greater than would have
occurred when the next slack period arrives.

3. The partial maintenance of purchasing power in the
hands of wage earners whose normal incomes are cut off
during unemployment helps clear up the surplus of con-
sumers’ goods, the continued existence of which on the
market is one of the obstacles to recovery.

Depression unemployment can be reduced, however,
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only if the accumulated reserve funds are administered
with both the financial characteristics of the business
cycle and the inevitable fluctuations in the demand for
benefit payments in mind. We discuss this important
phase of the subject on pages 132-143 of this report.

Public Benefits from Unemployment Reserves re-
quire THAT THEY BE MADE COMPULSORY.

The preventive value of unemployment reserves is so
great, and the public welfare so much at stake in unem-
ployment, that the adoption of reserves should, in the
opinion of this Commission, be widespread and practically
universal. We have observed the growing sentiment
among business men everywhere in favor of voluntary
action in this general direction. It would be splendid if
the employers of Massachusetts, of their own initiative,
would undertake on a wide scale the adoption of unem-
ployment benefit plans suitably backed by reserves. We
find it impossible to convince ourselves that any large
number of employers will take such action. We therefore,
after deliberation extending over many months, have
recommended the application of compulsion by law, and
we propose to the Legislature of Massachusetts the en-
actment of the bill on pages 192-236, in Appendix A of
this report, to make this recommendation effective.

Unemployment Reserves as a Relief Measure.
As a measure for providing relief to unemployed

workers and their families a compulsory system of un-
employment reserves offers these advantages:

1. Funds needed for relief will have been provided in
advance.

2. Only those who have had bona fide employment
under the act will receive unemployment benefits. The
surest way to guarantee that unemployment relief funds
will go only to those who are actually unemployed is to
connect the payments with the recipient’s record of
previous employment and willingness to accept present
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employment of a suitable kind. A system of unemploy-
ment reserves will provide such a guarantee. No worker
can draw benefits unless he has had an employer under
the terms of the act. No one can continue to draw
benefits if his previous employer or any other employer
offers him work that is suitable under the act.

3. Charitable agencies of the usual type will be freed
from most of the burden of unemployment relief in
normal years, making for greater efficiency in their work
of meeting other relief needs. Some of the burden of
unemployment relief would be taken from them also in
years of depression, since unemployed workers covered
by the act would receive half their wages up to $lOO during
the first fourteen weeks of unemployment, if unemployed
for fourteen weeks or longer.

Administrative Advantages.

On the administrative side, unemployment reserves
present five marked advantages over methods of relief
now in operation:

1. The employee’s relation with his employer is re-
tained in some measure, at least, so long as he draws
from the employer’s fund. A lay-off is less likely to
mean permanent loss of the job.

2. No stigma of charity attaches to the receipt of
benefits. The employee understands that the benefits
are paid not because he is in need and unable to take
care of his own necessities, although he may be in this
position, but because he is worth enough to the com-
munity and to his employer to deserve some support
during periods of enforced idleness.

3. If the laid-off employee shows an inclination to
avoid work because of the receipt of the unemployment
benefit, the employer is in a better position to discover
this than a charitable organization. The employer can
require the employee to clear through the public employ-
ment office, where jobs may be found for him, or through
an employment office maintained by an employers’
association, or by the employer.
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4. The abuse of charity by certain types of employers
is discouraged. It has been easy in the past for em-
ployers to wash their hands of responsibility for laid-off
employees, on the ground that if the employees were
really in need, the charitable organizations would take
care of them. Under a system of unemployment re-
serves the laid-off employee is not thrown immediately
upon the charitable organizations but upon the reserve
fund.

5. Unemployment benefits are not taken from the
community in taxes, as in public charitable relief, nor
requested as contributions at disadvantageous times, as
is the case with private charity, but are provided in
advance.

Prolonged Unemployment must still be aided in

Other Ways.

Unemployment reserves will not provide for long-
continued unemployment of large groups during major
business depressions, nor for the permanent or prolonged
unemployment of individuals. They are a short-term
measure only. They can be so administered, however,
as to furnish considerable assistance to workers thrown
out of work temporarily by most of the normal causes of
unemployment. They serve as a first line of defence in
times of depression by providing for a few weeks’ needs
while the community organizes for a longer siege of
unemployment.

Failure to provide for protracted unemployment is an
admitted weakness of this proposal, but it shares this
weakness with every other type of self-supporting unem-
ployment relief measure. Even the supposedly liberal
European unemployment insurance systems provide in-
surance benefits for only a limited period, long protracted
unemployment being relieved from other funds. 1

It is not pretended that unemployment reserves make
1 In England there is no longer a time limit set on the receipt of relief payments, but it

is generally recognized that the British unemployment insurance scheme has become prac-
tically indistinguishable from a general public relief measure, which has ceased to be self-
supporting.
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possible completely adequate relief for unemployment,
even for the few weeks over which payments are made,
or that they take full account of the individual needs of
each recipient of benefits. No existing form of unem-
ployment relief does this. The benefits made possible by
reserves provide relief more promptly, at a cost less
onerous to the community, under a better spirit, and with
the possibility of more effective administration than now
is practicable. They are not intended as a substitute for
all other forms of relief made necessary by unemploy-
ment. They do provide financial aid, at a time when it
is likely to be needed, under the most favorable circum-
stances from the point of view of employer, employee
and community.

How MUCH WOULD UNEMPLOYMENT ReSEKVES COST?
The Commission’s bill calls for a contribution to the

reserve fund amounting to 2 per cent of the employer’s
pay roll. Assuming Massachusetts had required contri-
butions at this rate in 1929, the table on the following
page shows what the average Massachusetts manufac-
turer’s cost would have been in terms of factory selling
price in each of the important manufacturing industries.

Table 8 shows that the average cost in all manufac-
turing would have been forty-one hundredths of 1 per
cent, or forty-one hundredths of a cent on the dollar of
factory sales price. The minimum would have been in
wholesale meat packing, at eleven hundredths of a cent
on the dollar; the maximum in textile machinery manu-
facture, at sixty-nine hundredths of a cent. Roughly,
the cost in Massachusetts would have ranged from one
ninth to seven tenths of a cent per dollar of sales price.
In only 6 of the 26 industries given would the average
cost have been as much as a half cent per dollar. In
seven it would have been less than a third of a cent.
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Table 8. - Unemployment Reserves as a Percentage of Factory Selling
Price.

[Assuming every manufacturing employer in Massachusetts were required topay annually

an amount equal to 2 per cent of pay roll into an unemployment reserve fund, the following

table will show what the cost would havebeen in 1929 for the average employer in 26 important

industries and a miscellaneous group. (Computed from data published by the Massachu-
setts Department of Labor and Industries.)]

, ~r Average Cost Average CostAverago Wage o£ per Dollar ofper Employee, Employee, Sales Price
lwa * 1929. 1929 (in Cents),

41$1,246 $24 92All manufacturing industries

23 14
22 90

45Boots and shoes, including cut stock and
findings.

1,157

43Woolen and worsted goods 1,145

5518 54927Cotton goods, excluding cotton smallwares
1,422 28 44 44
1,850 37 00 40
1,552 31 04 57
1,346 28 94 35
1,166 23 32 36
1,327 26 54 32
1,316 26 32 34
1,145 22 90 39
1,270 25 40 32
1,377 27 54 11
1,468 29 32 28

903 18 06 31
1,387 27 74 57
1,591 31 82 32

1,343 26 86 69
1,015 20 30 44
1,211 24 22 67

961 19 22 38
1,510 30 20 68
1,136 22 72 23
1,289 25 78 35
1,261 25 22 49
1,014 20 28 43
1,332 26 64 37

Electric machinery, apparatus and sup-
plies.

Printing and publishing ....

Foundry and machine-shop products

Paper and wood pulp

Dyeing and finishing textiles
Leather: tanned, curried and finished
Bread and other bakery products

Clothing, men’s and women’s, including
work-clothing.

Rubber goods, including tires and tubes
Meat packing, wholesale
Motor vehicles, including motor vehicle

bodies and parts.
Confectionery

Furniture
Gas, manufactured
Textile machinery and parts

Knit goods

Boots and shoes, rubber
Silk and rayon manufactures
Machine tools and metal-working ma-

chinery.
Cutlery and edge tools ....

Paper goods

Jewelry

Boxes, paper

All other industries
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It was necessary to use factory selling price as a basis
of computation instead of cost of production, because this
item (listed by the State Census as “Value of Product”)
is the only one available. This item also includes an
undeterminable profit and loss figure. Studies of cost of
production as related to selling price indicate that there
is not likely to be much difference between them when
taken as averages in this way.

The statements as to cost are somewhat superficial.
Not all the employees included would have been covered
by an unemployment reserve act. Furthermore, although
one ninth to seven tenths of a cent per dollar of selling
price seem at first glance not likely to affect seriously the
success of Massachusetts employers in competition with
other States, this conclusion should not be accepted as it
stands without the following qualifications:

1. Several of the twenty-six industries included are
really groups of industries. The average table throws no
light on the range of costs from minimum to maximum
in the minor groups comprising the major groups cited.
Some may have averages considerably above those for
the major group. For example, there would be a con-
siderable difference in percentage of labor cost to total
cost as between coarse and fine cotton goods, both of
which are included under one head in the table. De-
tailed analysis of minor groups is impossible without a
statistical study too elaborate to be worth while.

2. The average cost per sales price dollar does not
show cost in individual plants. Studies of differences in
costs among establishments in the same industry by
research organizations have revealed great variations.
This difference is partly due to the difference between
good and bad labor management. Good management
should reduce the percentage of total cost attributable to
wages. A 2 per cent wage reserve would thus increase
the total production costs of companies with poor labor
management more than others, even though they pro-
duced identical goods.

3. An increase in cost of production amounting to
only one third of a cent per dollar of sales, or even less,
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may be serious in a closely competitive industry, but the
establishment of unemployment reserves should lead to
regularization, and the more economical use of equipment,
lower labor turnover and other gains resulting from regu-
larization may more than offset the cost added by reserves.

What Unemployment Reserves would have paid to

Workers in Massachusetts during the Last
Two Years.

The bill proposed by this Commission provides for
payment into a reserve fund until the total in the fund
amounts to $75 per employee. It provides, further, that
payments to laid-off employees shall be limited to a
maximum of $lO a week for a maximum period of ten
weeks in each twelve months. Alternative plans may
be adopted by employers, provided their employees by
ballot favor such plans, subject to the approval of the
Commissioner of Labor and Industries. Within specified
limits alternative plans may vary contributions and
benefits.

If all manufacturers in Massachusetts had been re-
quired during the five or six years prior to 1930 to build
up unemployment reserves, and if all had been successful
in building their reserves up to the maximum of $75 per
employee, there would have been available in this State,
when the depression began, about $42,000,000 from which
to pay benefits to workers laid off. If the reserves had
reached an average of only $5O per employee the amount
would have been $28,000,000.

If all employers in Massachusetts in all occupations
outside of agriculture and domestic and professional
service had built up such reserves, the total amount
available would have ranged from about $70,000,000 to
about $105,000,000.

To accumulate the $28,000,000 to $42,000,000 in manu-
facture over a period of five or six years would have cost
no more than an average of eleven hundredths of a cent
to seven tenths of a cent per dollar of factory sales price,
depending upon the industry.
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This small cost would have made possible the payment
of a maximum of $lO a week for a period of ten weeks or
less to every worker in manufacture in Massachusetts
who was out of work more than two weeks 1 during 1930
and 1931, and would have left a considerable amount
available for use in 1932.

The United States is the only important industrial
country that does not know fairly accurately the num-
ber of its unemployed. We do not know how many
people would have made legitimate claims upon the
unemployment reserve funds in Massachusetts, but from
data supplied by the Department of Labor and Industries
we know there were 74,000 fewer workers employed on
the average in manufacture in 1930 than in 1929, and an
average of 143,000 fewer at work in 1931 than in 1929.
If these figures represent the number unemployed in
manufacture for twelve weeks or more (undoubtedly
fewer than the actual number) it would have been pos-
sible to pay as much as $lO a week for ten weeks in each
year without taking much more than three fourths of the
$28,000,000 or half of the $42,000,000.

It would have been possible to take care of the rising
flood of unemployment in manufacture during its early
stages in 1930, until the community organized for the
protracted period that developed. It would have been
possible to have taken up the load again for more than
two months in 1931 while new measures were in prepara-
tion to handle 1931’s problem. Workers could have been
tided over in the spring of 1932 until local communities
and the Legislature had time to act. It would have
provided ten weeks of relief for all new cases of unem-
ployment lasting fourteen weeks or longer throughout
the period.
|jln practice the payments would not have worked out

quite as here indicated. Many firms would not at any
given time have had the full reserve of $75 per employee.
The total fund available would therefore not have been
as great as $42,000,000. On the other hand, not all em-

1 The Commission’s proposed bill would not make an unemployed person eligible for
benefits until after a waiting period of four weeks.
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ployees would have been eligible, and the drain on the
funds would not have been as great as indicated. Fur-
thermore, not all of those eligible would have received as
much as $lO a week.

Some firms, harder hit than others, would have ex-
hausted their funds fairly early in the depression. Their
employees would thereafter have received nothing.
Other firms, with less unemployment, would have had
their funds intact long after the funds of less fortunate
employers had been used up, and their employees would
have received benefits when thrown out of work while
other workers, unemployed under similar circumstances,
would have received nothing.

This inequality in the distribution of benefits is one
ground of objection to the unemployment reserve sys-
tem, the contention being that such an arrangement
works injustice to employees of employers whose funds
have been exhausted. This objection does not, in the
Commission’s judgment, overbalance the disadvantages
of the present lack of any systematic plan. Unemploy-
ment reserves are better than no plan. Some inequality
in benefits is part of the price of prevention. If the funds
of employers with good employment practices and careful
labor management were drawn upon to pay benefits to
the employees of firms that made no effort to reduce
unemployment, there would be no incentive. The em-
ployer who assumed the risk and the expense of regular-
izing work in his business would be paying for the careless
employer’s bad labor management.

Why should the Employer bear All the Cost?
To attack any problem effectively, it is essential to

locate the point of control, and the employer controls
hiring, lay-off and dismissal of workers. He does not
control the broad, long-term swings of business, but he
can determine to an appreciable degree the amount of
unemployment which even long-term factors produce
among his own workers.
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The reasoning which placed the cost of workmen’s
compensation upon the employer applies to unemploy-
ment benefits also. In either case he bears only part of
the cost. The employee is not fully compensated and
really bears the rest. In both, the full force of the in-
centive to prevent the event that has to be paid for is
lost unless the employer, who alone effectively can exer-
cise control, is required to make all the payments to the
reserve fund. Under the Commission’s bill, employees
may, with their own consent, and subject to the approval
of the Commissioner of Labor and Industries, make con-
tributions to increase the amounts of benefits payable.

In the long run, if all States, or all competing States,
introduce laws similar to that proposed for Massachusetts,
employers will shift most of the cost, either to the public
in the form of slightly higher prices, or to wage earners in
a retardation of the rate at which wages tend to rise in
good years. It would not be possible for employers in a
single State requiring unemployment reserves to shift the
cost, with their competitors in other States not required
to set up unemployment reserves. The small cost and
the probable savings by the use of regularization practices
are the employer’s protection against competitors in
other States.

How Unemployment Benefits stabilize Consumer
Purchasing Power.

The payment of benefits to unemployed workers gives
them a purchasing power they would otherwise lack.
The payments are quickly spent for consumers’ goods
in wide variety, especially food, fuel, house rent, and
other necessaries of life. Every period of depression finds
the markets clogged with surpluses, the result of tem-
porary overproduction during the preceding period of
inflation. The added purchases made possible by the
payment of unemployment benefits help to clear off part
of these surpluses and thus tend to shorten depression.

Recovery is not possible until manufacturers’ accumu-
lated stocks of goods dwindle and orders for more goods
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come in to the mills and factories. Orders do not come
in until dealers’ stocks begin to get low. Dealers reduce
stocks by making sales to those who can buy. Unem-
ployment benefits increase the available purchasing power
in the hands of workers. Workers buy more. Dealers’
stocks are reduced more rapidly.

Charity payments to the jobless are ordinarily made
from funds secured either by taxation or by contributions.
Charitable relief, in an economic sense, means, therefore,
a transfer of purchasing power from taxpayers or con-
tributors to the recipients of relief. Taxpayers and con-
tributors are able to buy less, because of what they have
given to charity, while those aided are able to buy more
than they otherwise could. There is little, if any, net
change in the total quantity of goods demanded, and
little, if anything, accomplished in clearing off markets.
Sales to the unemployed are increased, but sales to tax-
payers and contributors are decreased. Surpluses of the
kinds of goods the unemployed buy are reduced more
rapidly, but surpluses of goods bought by taxpayers and
contributors to charity are not reduced as quickly as they
would have been.

In contrast, the payment of unemployment benefits
from an accumulated reserve fund increases present con-
sumer purchasing power which would not otherwise have
been available at the time. The reason is as follows:

The reserve fund is accumulated over a period of time.
If accumulated voluntarily it will be set aside out of
earnings that might otherwise have been paid to stock-
holders and in part spent by them. This will be true,
also, of a compulsory fund, in years in which the com-
pany’s business shows a net profit. In so far as benefit
payments are made during depression periods the net
effect is to decrease the spending power of stockholders
during good times in order to increase that of employees in
bad times. There is a transfer of purchasing power much
like that involved in charitable relief except at one im-
portant point. The unemployment benefit payments are
spent not only by a different group of people, but at a
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different time. They are subtracted from consumer buy-
ing power in good times when business is active, earnings
high, and consumer purchasing power relatively great, in
order to bring it on to the market later when times are
poor, earnings low, and consumer buying power greatly
reduced. A partial stabilization of consumer buying
power is thus accomplished, a highly desirable effect,
tending to minimize the extent and severity of periods of
depression. The withholding of a part of consumer de-
mand during the upswing of business tends to reduce the
extent of business inflation, which is accelerated by too
rapidly growing demand, while the increase in consumer
purchasing power later, when business activity has
slackened, prevents so deep a decline into depression and
stimulates an earlier recovery.

The fact that the reserve fund is compulsory, and that
employers must make contributions to it whether or not
they are making a profit, does not materially affect the
situation. Wise managements will meet the require-
ments of the fund in years of deficit out of a previously
accumulated surplus, just as they meet other red ink
items.

How the Accumulated Reserve Funds may make
Business less Stable.

The cyclical effect of unemployment reserves is not
confined to consumer purchasing power. Creation of re-
serve funds affects the supply of investable capital, and
this in turn produces results upon the cyclical swings of
business that are less favorable to stabilization.

When money is paid into a reserve fund, the fund itself
is spent in some fashion. The reserve funds set up by
business houses, whether for unemployment reserves or
any other purpose, are not allowed to lie idle. There is
in fact no way to keep them idle unless they are kept
locked up in the company safe or buried in the ground.
They are put to work. They may be deposited in a bank
and left there to be drawn upon as needed. They may
be invested in comparatively safe and easily marketable
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securities. They may be put into short-term invest-
ments, such as good commercial paper, acceptances and
call loans. They may be “left in the business” to be used
by the employer as he uses other available funds. In any
case, the funds are put to some use in which they repre-
sent an addition to the supply of investable capital, and
the accumulation of investable funds of this nature during
the upswing of the business cycle produces an effect upon
the cycle which may work against stabilization.

If the reserve funds are deposited in the hank they are
used by the bank as the basis for loans, principally to
other business men for a variety of business purposes, or
to home builders to further the erection of dwelling
houses. In any case, they are not locked up out of use,
but appear on the market in the form of a purchasing
power in the hands of those who have borrowed them.
They thus increase the demand for whatever sorts of
goods these persons buy.

Moreover, each dollar in the bank increases the po-
tential demand for these goods by about ten times its own
face value, because, in ordinary times, banks lend about
ten times as much in the form of credit as they have
actual cash on hand. The increase in purchasing power
resulting from the deposit of reserve funds in banks is
thus considerably greater than the amount deposited.
This purchasing power replaces that of the stockholders,
who might have had the money in dividends if it had not
been put into an unemployment reserve fund. It be-
comes apparent, therefore, that the building up of a re-
serve fund does not decrease the amount of purchasing
power appearing on the market during the upswing in
business. It does transfer it in part from consumer
goods to capital goods, raw material, machinery, new
buildings, etc. The demand for consumer goods is de-
creased somewhat, but the demand for capital goods is
increased more than proportionately.

This is the wrong thing to encourage, inasmuch as the
overproduction of capital goods needs to be prevented
in order to minimize the extent of booms. “In good
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times, sit on the bulge,” as Paul Warburg is quoted as
having said.

If the reserve funds are invested in securities govern-
ment bonds and gilt-edged securities of business corpora-
tions — they are put to work. Companies that keep
fairly liquid funds in this form buy seasoned securities in
the market just as other investors do. This means that
payments made by the employing company into its re-
serve fund are, in effect, paid to investors for the pur-
chase of securities they are willing to sell instead of to the
company’s own stockholders in the form of dividends.

The result is simply a transfer of purchasing power
from one group to another. Investors have the money
to spend instead of stockholders. If there is any difference
in the uses to which the money is put as a result of this
transfer, it is that the sellers of the bonds or stocks may
reinvest a little more of the money in other securities
than the company’s own stockholders would have done,
because they will receive it in fairly large payments in
the form of a purchase price available for reinvestment,
while the stockholders, ordinarily more numerous, would
have received it in smaller sums in the form of income
from investment, to be treated as income rather than
capital. This difference, if it exists, would operate in the
wrong direction from the point of view of industrial
stabilization. It would tend to make the security market
more active and thus foster the overbuilding of capital
equipment.

Certain readjustments in the securities market might
take place under the influence of large unemployment
reserve funds, but this fact would not affect the conclu-
sion just drawn. For example, the Wisconsin act re-
quires, the Interstate Committee report recommends, and
the bill proposed by this Commission provides that com-
pulsory reserve funds be administered by the State. If
this is done the State will invest the funds, presumably
in state, municipal and other government bond issues,

unless a better method of investment is provided. 1 This
pp. 140-143.
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would at first make a better market for securities of this
type, raising their price somewhat, with the probable
result that more of the community’s supply of liquid,
investable capital outside the reserve funds would go into
business securities and less into public issues. But this
would not last. In the end there would probably be no
appreciable alteration in the distribution of invested
capital, the unemployment reserve funds merely replacing
other capital sources in the demand for government
securities.

If the State, in administering compulsory funds, were
allowed to put them into other types of securities, pre-
sumably those in which savings banks are permitted to
invest, a similar situation might arise. The market for
such securities would broaden, their price increase, and
the institutions which have alternatives open for ex-
ample, insurance companies would take part of their
funds out of this type of investment and put them into
other types. A partial redistribution of the sources of
capital supply thus might be brought about, but prob-
ably no other change except the possible slight increase
in total investment during prosperous years.

If the reserve funds are put into short-term investments,
such as acceptances, commercial paper, call loans, the
story is not essentially different, except that these in-
vestments are more closely related to the current opera-
tions of business and to the supply of credit available for
use on the stock exchange. One of the dangers in the
latter part of an upward swing is that of an overextension
of short-term credit because of the relatively large supply
of funds available in the banks and on the open market
until the downward curve is about to begin. It is a de-
batable question when, or whether, credit should be
artificially restricted during this period in the effort to
prevent the overexpansion of business from reaching the
extreme limits to which it generally has gone, but to add
to the funds normally available by bringing in portions of
the unemployment reserve funds, accumulating rapidly
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during periods of prosperity, is to give added impetus to
ultimate disaster. 1

Presumably no state fund would be so invested. One
reason for giving the State control of unemployment re-
serve funds is to prevent their going into this type of in-
vestment.
If the reserve funds are kept in the business they are

likely to become in fact merely a bookkeeping item. In
such a case, the accounting department will enter among
the company’s liabilities an item, “Unemployment Re-
serve,” and the amount included in it will appear under
this head instead of in “Surplus or Undivided Profits.”
The accountants will then credit this reserve in the in-
come account with benefit payments made to laid-off
workers, and debit it with all the sums the company
writes into the reserve. No separate fund will be kept,
and benefits will in fact be paid out of current income.

This arrangement ■is not in reality the type of unem-
ployment reserve plan contemplated in our recommen-
dations. We wish to stress the importance of accumu-
lating a reserve fund, both to safeguard the payment of
benefits and to make the incentive to regularize employ-
ment as strong as possible. We believe, further, that the
employer’s reserve fund, while kept as a separate account
for the benefit of his employees, should not be invested
by him because of the financial problems just discussed,
which can be solved more readily by centralizing control.
Neither should the disposition of it be subject to his
control.

If not properly Financed, Payment of Benefits
during Depression might make Depression
Worse.

The unfavorable effect of reserve funds upon cyclical
fluctuations in business, if invested in any of the ways
just described, is accentuated by the large drains upon
them from benefit payments

j This is particularly true in the case of call loans in which corporate reserves were large

invested during the first three quarters of 1929. This use of reserves accentuates stock spec-
ulation, lifts the market artificially higher than it would otherwise go, and makes thedown-
ward plunge more



1933.] HOUSE —No. 1200. 137

If the funds have been deposited in the banks, a sudden
rise in the demand for cash with which to pay benefits
may come at a time when the banks are unable to stand
unusual strain.

In the past, banks have been weakened, often for
months, after a sharp decline in business. At the critical
period, when the turn in business from “good times” to
depression has become evident, heavy demands for cash
have been made upon the banks, seriously depleting their
cash reserves. At such times the credit structure has
tottered. This has usually passed, demand liabilities
have declined, reserves have built up again, and the
phenomenon of idle credit has appeared.

The amounts involved in unemployment reserves
would be a small percentage of total demand deposits,
but the withdrawal of even a fraction of them too soon
after the downward turn in business would add strain to
the banking situation that, however light, might easily
become a serious threat. Banks at such times need all
the liquid funds they can muster to keep business enter-
prises from sudden failure. The addition of an unusual
draft upon them from a new source could only accentuate
the situation and drive the curve of depression down
faster.

To prevent such a result it would be necessary for em-
ployers generally to keep their working forces as nearly
intact as possible for several months, so as to avoid the
payment of benefits. If this were done, the rising de-
mand for cash with which to pay benefits might coincide
with the recovery of the banks. The whole effect of
unemployment reserves upon the banking phase of the
business cycle depends upon the promptness with which
the reserves are brought into use, or rather, upon the
extent to which it is possible to postpone using them.

During the present depression our real financial crisis
did not arrive until about two years after business reached
the critical point. October, 1931, appears to have
marked the panic, or near-panic, stage. October and
November, 1929, were months of panic on the stock ex-
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change, but they did not threaten so seriously the sta-
bility of our commercial and savings banks as the au-
tumn months of 1931. The preceding paragraphs have
been based on the assumption that the events character-
istic of crisis and depression periods in the future will
follow in the main the lines made familiar in earlier
periods rather than those that have been peculiar to the
last two and one half years.
If the funds have been invested in securities and short-

term paper the effort to turn them into cash will accelerate
the decline of security prices and impair the market for
commercial paper, making less effective the efforts to
check depression.
If the funds have been used in the business, and are

wanted in large amounts during a depression, the financial
standing of the company may be threatened. Only cur-
rent assets can be utilized. These are under heavy strain
during depression. It is probable that only a company
that keeps its current position stronger by the amount of
its unemployment reserve can enter a depression period
and continue to pay benefits without depreciating its
credit standing and impairing its ability to maintain
employment during depressions.

Continuance of Contributions during Periods of
Depression may retard Recovery from Depres-
sion.

The widespread maintenance of compulsory unemploy-
ment reserve funds may become a factor in retarding re-
covery from depression. Since a percentage of pay roll
must be set aside, whether business is good or bad, the
necessity of rebuilding funds depleted by depression will
delay the time when a good showing can be made in net
earnings. This will have a tendency to hamper business
in its efforts to borrow at the banks and to issue new
securities, at least until such a time as unemployment re-
serves are thoroughly accepted by the business world.
Bank borrowings become particularly important during
periods of recovery. Many businesses must also put out



1933.] HOUSE —No. 1200. 139

refunding stock or bond issues at such times, and the
requirements of their unemployment reserve funds are
likely to act as a drag on recovery in this connection,
since lower net earnings mean a poorer position for the
sale of securities, including new issues for expansion pur-
poses, the appearance of which in increasing volume is
one of the signs of recovery.

Against this may be set the fact that in most industries
little expansion in plant is needed at this time. A gen-
eral expansion will not be desirable for a long period.
When depression begins, overexpansion of plant in almost
every industry is one of the factors found to be responsible
for the trouble. It is more important for recovery that
consumer buying power be maintained than that long-
term borrowing or new stock issues be made easy.

Further, many wisely managed businesses will set aside
a contingency reserve out of which to meet contributions
to unemployment reserve funds during periods of de-
pression, or will add to existing contingency reserves for
this purpose. Or it would be possible to provide for the
payment of contributions during good years in larger
amounts than 2 per cent of pay roll, the excess being
credited to the account of the employer as prepaid con-
tributions, making contributions when “in the red”
unnecessary.

Summary and Conclusions.
The payment of unemployment benefits under a sys-

tem of unemployment reserves tends to transfer some
consumer buying power out of the hands of stockholders
during good times into the hands of the unemployed
during hard times. The decrease in stockholders’ spend-
ing power due to this transfer decreases slightly their
demand for consumers’ goods. The withdrawal of this
part of their demand, even though slight, helps to retard
the overestimating of consumer demand during periods
of boom prosperity, which is one of the causes of business
inflation and subsequent depression. Similarly, the pay-
ment of benefits to laid-off workers during depression, out
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ofreserve funds, tends to maintain in part the purchasing
power of a large section of the consuming public, and
thus helps to clear away earlier the surplus of consumers’
goods.

On the other hand, the building up of reserves during
good times, unless carried out under proper financial
arrangements, transfers a certain amount of consumer
purchasing power into overinvestment in fixed capital and
the overexpansion of commercial credit.

Compulsory unemployment reserves would make for
more prompt and more adequate relief for the distress
occasioned by unemployment during periods of depression
than now exists. There is some danger that they might,
if not properly administered on the financial side, accentu-
ate both the overexpansion of industry during boom
periods and the period of decline that follows. They
would thus make relief more necessary. The payment of
benefits during depression would tend to clear off the
market sooner and start business toward recovery earlier.
But the turning of invested funds into benefits, in the
absence of proper financing, would tend to make the
decline into depression sharper and might carry it farther.

Financial Administration of Unemployment Reserve
Fund;

In addition to the usual questions of safety and liquid-
ity, which are important in the administration ofall funds
of this nature, this Commission believes careful study
should be given to the cyclical effect on business occasioned
by the investment of these funds as they accumulate, and
their liquidation in the form of unemployment benefits
during depression periods.

Safe investments could be found in bonds of the United
States government, the Commonwealth of Massachusetts,
certain other States and some municipalities, and perhaps
in certain other types of securities legal for savings banks.
None of these, however, could be liquidated easily during
a period of crisis, particularly during the earlier stages of
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such a period, without loss to the fund because of the
decline in bond prices.

Liquidity could be maintained by deposit in banks, or
by investment in the best short-term securities, such as
treasury certificates of the United States government.

The effect of investments of either type upon cyclical
instability of business prompts the following recommenda-
tions :

Employers shall make their unemployment reserve
contributions into a fund administered as to detail by the
Department of Labor and Industries, and invested by the
State Treasurer, each employer’s account with the fund
being kept separate, the total fund being kept as a special
account on the Treasurer’s books. Investment of this
fund shall be limited so far as possible to treasury certifi-
cates of the United States government until such time as
suitable arrangements can be made for deposit of state
funds in the Federal Reserve Bank of Boston.

We recommend investment in treasury certificates
because investigations conducted by the Commission’s
staff indicate that this form of investment will provide
the necessary safety and liquidity and will minimize ad-
verse cyclical effects. We find only one objection of any
importance to limiting the investment of these funds in
this manner; treasury certificates pay ordinarily a very
low rate of interest, and the income of the fund would thus
be reduced by this limitation. We believe, however, that
so long as the fund earns enough to pay the administra-
tive costs of the unemployment reserve system, the prob-
able effect of its presence on the capital market is of more
consequence than additions to the fund in the form of
larger income.

While we have been unable to estimate the probable
cost of administering the proposed unemployment reserve
plan, the cost is plainly far below the average yield on
investments in United States treasury certificates. A
yield of only one fourth of 1 per cent on the minimum fund
for all industries and occupations mentioned on page 127
($70,000,000) would amount to $175,000, which is more
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than any probable cost of this system. There is no
reason to believe that these certificates will not yield in
the future on the average at least four to eight times this
amount over any not very long period of years.

A\ e recommend that the unemployment reserve fund
be not invested largely in bonds of the Commonwealth of
Massachusetts, because of the probable effect upon the
State’s credit during depressions. Such periods are likely
to lead to heavy liquidation of investments in which the
fund has been placed in order to realize the large cash
amounts needed as unemployment increases. This would
tend to drive down the price of Commonwealth of Massa-
chusetts bonds at a time when the credit of the State
must be utilized in other directions for the reduction and
relief of unemployment.

The ideal method of investment of unemployment re-
serve funds would be deposit in the Federal Reserve
Bank. The process of paying unemployment reserve
contributions to the unemployment reserve fund brings
about, in effect, a transfer of funds from commercial
banks, in which employers keep their checking accounts,
to the state fund. If this fund were kept by the State in
the district Federal Reserve Bank, the transfer would
carry these payments into that bank, increasing initially
the indebtedness of the commercial member banks to the
Reserve Bank, pending settlement of balances between
the member banks and the Reserve Bank, and leading
later to the transfer of a certain amount of actual cash
from these banks to the Reserve Bank. These deposits
could then be sterilized by the Reserve Bank, by a species
of “ear marking” as a special fund, if business conditions
indicate overexpansion and contraction of credit is de-
sirable. Part of these can be released on the market in
short-term purchases at any time if credit becomes dan-
gerously tight. * The Federal Reserve Banks can thus be
given a larger measure of control over credit, and over
cyclical fluctuations in business which are affected by
credit, than is now possible, while at the same time re-
lieving the State of the necessity of investing and liqui-
dating the funds on its own account.
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In several other countries, States and municipalities de-
posit public funds in their central banks, corresponding,
roughly, to our Federal Reserve Banks. This tends to
increase the control which these banks are able to ex-
ercise over the granting of credit. The same practice, if
in effect here, would make possible a greater degree of
control over business cycles in this country. It would
have had a damping effect upon the surging wave of ex-
cessive speculation and overexpansion of business in 1928
and 1929. It would have prevented the loss of state and
municipal funds at critical times through bank closings
and failures. It would have aided in tightening credit
when it needed tightening, and easing it when this was
the proper move. We believe the question of linking our
Federal Reserve Banks with state and municipal finance
to be of such great importance in the stabilization of
business and employment that we urge the Legislature of
this State to memorialize Congress asking an amendment
to the Federal reserve act to make the handling of state
and local funds a definite part of the operation of the
reserve banks.

We are aware that the reserve banks at present pay
no interest on deposits. We do not believe that this
arrangement, applicable primarily to deposits made by
member banks, is necessary for deposits from other
sources. We believe the reserve banks would earn
enough by the use of state and local funds, despite some
“ear marking”, to make possible the payment of at least
a nominal rate of interest.

Not all Workers Covered.
No unemployment reserve act likely to be adopted in

any American State will cover all workers subject to the
risk of unemployment. Some exemptions are inevitable
under our laws and general social attitudes. Some are
unavoidable for reasons of political expediency. Some
are dictated by administrative necessity. This must be
true, at least, while such acts are new and their terms
properly regarded as experimental.
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The following groups of workers would be wholly out-
side the scope of the act proposed for Massachusetts:
Persons not resident in the State for at least a minimum period.
Workers in agriculture, domestic

under Federal jurisdiction.
service, governmental service and

Persons working for employers whc
ten such persons.

employ within the State less than

Young persons recently out of sch
secure work.

101 who have not yet been able tc

Persons ordinarily self-employed
Persons who have received in earnings more than 51,500 during the

preceding year.

Temporary workers who have ordinarily worked only short periods in
any one year.

Part-time workers who are engaged for less than a stated percentage of
normal full time.

It is obvious that difficult questions of definition arise
in connection with most of these categories.

Not all Covered Workers would be Eligible.

At any given time there would be many workers in
the State who, though included within the general scope
of the act, would not, at the time they became unemployed,
be eligible for benefits.

These would probably include persons out of work for
the following reasons:
Discharged for misconduct or dishonesty.
Involved in labor dispute that is still continuing.
Left job voluntarily without fault of the employer.
Physically unable to work.
Receiving workmen’s compensation benefits.
Receiving old age pension.
Refusing to accept suitable employment when offered
Refusing to register and/or report as required.
Benefit rights exhausted by previous unemployment.
Receiving wages or salary at least equal to unemployment benefits by

agreement with employer.

Many questions of definition and of the relation of one
kind of payment to another will have to be settled here.
A particularly difficult group of workers to bring fairly
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within the act are the casuals who work for any one em-
ployer for short periods only, and whose usual experience
is that of irregular employment with frequent periods of
involuntary idleness. These need to be covered and to be
kept eligible, but it is difficult to cover them in an act
based upon individual company reserves.

Long-term Unemployment not Covered.

An act which provides for payment of only ten weeks’
benefits in any one year is obviously not adequate for
periods of severe depression, when many workers are out
of employment for months at a time. It is also not ade-
quate for individual cases of unemployment lasting longer
than fourteen weeks (ten weeks plus a four weeks’ waiting
period). It is of some real value in such cases as a meas-
ure of temporary relief, ten weeks’ benefits are better
than none, but for protracted cases of unemployment
no bill of this type can be made adequate.

Some Short-term Unemployment not Covered.
The establishment of a waiting period of four weeks will

leave an appreciable percentage of cases lasting no longer
than this without aid, but these short period cases will
seldom be in great need of the benefit payments.

Benefit Payments Inadequate for Family Needs.
Benefit payments no greater than $lO a week will in

most industrial communities be insufficient to provide
even the barest minimum of food, clothing and shelter for
any length of time for families with children. Those who
are forced down to this level exist upon it only at the
expense of merchants who are willing to carry the family
for a time, or of landlords whose unpaid rent piles up
month after month. The family with some savings to
draw upon, with life insurance to cash in, or a home not
fully mortgaged, can carry on for a time with this small
amount of help, but only as long as these resources last.
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Then merchants, landlords, relatives and friends have to
take up the load.

Ten dollars a week is not an adequate family benefit.
It is a fair question what “adequacy” ought to mean in
this connection, but presumably it should include at least
enough of the necessities of physical existence to make
possible the maintenance of physical efficiency and to
prevent the wasting of child health by undernourishment
and inadequate protection from inclement weather. The
loss in personal morale is great in any case for both parents
and children. And it is hardly inaccord with theAmerican
notion of personal thrift as a means of providing for all
individual and family emergencies to take from thrifty
families all they have been able to save for all emergen-
cies in order to meet the needs of unemployment alone.

The limitations of unemployment reserve benefits indi-
cate clearly the need for supplementary action of three
sorts: (1) to provide for long-term unemployment like
that of depression periods; (2) to cover employees who
do not come within the scope of the act or have exhausted
their rights to benefits under it; (3) to supplement the
amounts paid in benefits to families with children.

These needs cannot reasonably be covered by unem-
ployment reserves, nor by any other measure directed
primarily at the stabilization of employment and the pre-
vention of unemployment. The supplementary meas-
ures needed must presumably be of the relief type. Not
even a very liberal unemployment insurance bill would
fill the need.

This Commission recommends a progressive increase in
the age at which children are permitted to leave school for
work from 14 to 16 years, to be taken in two one-year
steps, beginning with the school year 1933-34.

SCHOOL AGE

Supplementary Action Necessary.

Section Three
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This would affect unemployment in two ways:
1. It would keep off the labor market at a critical time

some thousands of children who, as business recovers, will
otherwise take jobs desperately needed after a long de-
pression by their older brothers and sisters.

During the last three years thousands of boys and girls
in their teens, who only recently had left school and taken
jobs, were thrown out of work. For three years they have
had little work, irregular work, or none at all through no
fault of their own. They have been deprived of their
normal opportunities in the world of business, industry
and the professions. For the various individuals affected,
these opportunities might have been good or bad, but in
any case they would have been better than the idleness
forced on them during these three years. They should be
returned either to useful occupation or to school at the
earliest possible moment, for their own good and the good
of the community. Most of them are now definitely
through with school. A gainful occupation is their only
alternative to idleness or crime. It is an invitation to
disaster to deprive them still further of opportunity for
employment by allowing on the labor market, when busi-
ness picks up, a new crop of children just out of school,
ready to work for the lowest of wages, and somewhat
healthier in outlook because they have not felt the full
force of depression in their own personal experience.
These children will be hired in preference to the others.

Other thousands have left school in the midst of depres-
sion. For three successive years these youngsters have
stepped into a world devoid of opportunity. Many of
them have gone back to school. The school age, there-
fore, has raised itself already by the depression. This is
the time of all times to keep it raised by taking conscious
action. Those who have not remained in school have
joined their older brothers and sisters in the ranks of the
unemployed and never-employed youth of Massachu-
setts. These too are entitled to their chance in the world
without having to face competition from new groups of
children, younger, less spoiled by contact with the ex-
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perience of fruitless job-hunting, and willing to work for
the lowest of wages. If there were no other reason for
raising the school age in Massachusetts, reason enough
would be found in the situation here described.

2. If the education provided in our public schools ac-
complishes what is hoped, some unemployment in the
future may be forestalled by the better training of our
children provided in these two critical years of early
adolescence. We are not convinced that the education
provided at the present time for those who stay unwillingly
in school is the best that could be given to this group, but
we believe that a longer school life is one of the requisites
for building citizens who will be better equipped than past
generations to carry on the life of our Commonwealth.

The expense of increasing the school age is not prohibi-
tive. Upon this subject we submit the following material,
supplied by the Division of Vocational Education of the
Massachusetts Department of Education, through the
co-operation of Robert 0. Small, Director.

Children Employed in Massachusetts.
It is not possible to tell without a probable error ap-

proaching 10 per cent how many children are engaged in
gainful employment in Massachusetts either on full time
or part time. A comparison of all available figures indi-
cates that in October, 1928, the most recent fairly normal
year, about 15,000 children 14 and 15 years of age
7.000 boys and 8,000 girls were so employed. In 1931
this number had fallen to about 10,000, 4,000 boys and
6.000 girls. The 1932 figures probably will not differ
materially from 1931. In normal years about two fifths
of these children are 14 but not yet 16; three fifths are 15
but not yet 16.

If employment conditions continue as in the past, an
increase in the school age by one year, from 14 to 15, would
bring into the schools about 9,000 more children in a

normal year than in 1928, but only about 6,000 more than
in 1931. If school age were raised to 16, the whole 15,000
would have to be provided for. Of these, however, 5,000
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3,000 boys and 2,000 girls are already in school this
year because the depression has prevented them from
finding jobs.

The number of children employed in Massachusetts
has been falling more rapidly during the last decade than
that of any group of adults for whom figures are available.
When the present depression began, between seven
eighths and nine tenths of all children between 14 and 16
were in full-time school. In Massachusetts, therefore,
school age has been raising itself in practice without wait-
ing for legislation.

What it would Cost to Raise the School Age.

Increasing the number of pupils in school adds to the
expense of the educational system the cost of operating
the schools in terms of teachers, books and other oper-
ating costs that vary more or less in proportion to the
number of pupils, and the cost of land, buildings and
equipment and their maintenance, added to the present
list of school property.

What it would cost to add 15,000 pupils to our school
system it is impossible to say with any accuracy. Mr.
Small, Director of the Division of Vocational Education,
estimates that the cost of putting the Federation ofLabor
bill into effect would amount to not more than about
1882,000 a year. He estimates the cost of raising the
school age one year, instead of two, while continuing to
require two years of continuation school, that is, until
the child reaches the age of 17, at a maximum of about
•1562,000 annually, based on 1929 data.

These estimates do not provide for any addition to
school plant. Mr. Small estimates that very little, if
any, would be necessary for an increase of one year in
the school age, and not much for a two-year increase.

Children of 14 and 15 who go to work are scattered all
over the State, although 75 to 80 per cent are in large
towns and cities. This means that they would be scat-
tered not only among many towns but among many
buildings.
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They were scattered widely among the grades. More
than half of them at the time of their leaving were in
grades below normal for their age, only a little more than
one fourth coming from any one grade. This means
that they would be distributed among several grades in
any one building if kept longer in school.

Not all of them attended the same kind of school, or
would attend the same kind if the school age were raised.
Some would continue in parochial schools, some in pub-
lic schools. Some would go into Latin and English high
schools, some into vocational, commercial and trade high
schools. Some would still be in junior high, and some in
elementary schools from the sixth grade down.

All this indicates that a large percentage could be ab-
sorbed into existing school facilities without new buildings,
new staff or new equipment.

The actual distribution of pupils added by the Federa-
tion of Labor bill may be roughly indicated by noting the
grades which 14 and 15 year old children had completed
when they left school to go to work. Roughly, an aver-
age town with one hundred working children of these
ages would find that the school experience of the children
had been about as follows: one or two of them had left
school after completing the fourth grade or less; two had
completed the fifth grade; twenty-eight to thirty had
finished the sixth; twenty-six had gone through the
seventh; twenty-five to twenty-seven had left after the
eighth grade; eleven or twelve after the ninth; and two
or three after the tenth.

While it is impossible to tell exactly where these
children would have been located in the grades if they
had not gone to work, it is evident they would have been
scattered rather widely, although a considerable degree
of congestion would probably have developed in the
eighth and ninth grades. The scattering is sufficiently
great to warrant the assumption that many of the chil-
dren could be absorbed without addition to plant, but
seems hardly great enough to justify the assumption that
more than half could be taken into two junior high grades
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without an appreciable amount of new construction, ex-
cept on the assumption that decline in continuation
school enrollment may make it possible to* use the exist-
ing facilities in these schools in lieu of new buildings.
Attendance at continuation schools has been declining for
over ten years. The substitution of one year for two, as
provided in the Federation bill (continuation work would
be required of sixteen-year-olds only), would give oppor-
tunity for expansion of other parts of the school system
in buildings now devoted to this purpose.

Facilities not provided for in this way would be met,
in Mr. Small’s judgment, by somewhat earlier erection
of buildings whose construction is only a matter of time.
In other words, the cost of new plant made necessary by
raising the school age would be only a small part of the
cost of schools whose construction would be required in
the near future because of depreciation of existing build-
ings, or the normal growth of school population, or both.

How Many Jobs would be Opened for Adults?
Although 15,000 children 14 and 15 years old were em-

ployed during the last fairly normal year (1928), and the
same number might be employed again when business is
again normal, it by no means follows that 15,000 jobs
would have become available for adults, particularly for
adult males, if these children were kept in school.

There are not 15,000 new jobs appearing every year.
The total supply of labor is reduced by this number at the
start, when none of the children who would have gone to
work has yet become 16. As they reach that age most of
them will come back into the market to seek jobs again.
Meanwhile others in approximately equal numbers who
would have gone to work at 14 are reaching this age and
are kept in school. There thus develops a permanent gap
in the labor market equal in size at any time to the num-
ber of children 14 and 15 years old at that time who would
have been at work if the school age had not been raised.
How would this gap be filled?

If children 14 and 15 are not obtainable, employers will
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normally fill their places in three different ways. They
will use children in the next age groups, 16 and 17 years
old, now working at other jobs. They will attract into
work some of the 16 and 17 year old children, now in
school, for whom there was no demand so long as younger
children could be obtained. They will reorganize some
of the jobs so as to get along without labor of this kind.

Young boys and girls are hired because they are cheap
and because generally they can be laid off without qualms
of conscience as to family obligations. If the labor they
perform becomes more expensive because older children
have to be paid more it is almost a certainty that some
of their jobs will be mechanized or reorganized so as to
need fewer workers. This happened to many common
labor jobs pick and shovel jobs and similar tjqtes of
work during and after the war when common labor
became more expensive. Some of the 15,000 jobs thus
would disappear.

The best immediate source of labor supply for jobs left
vacant by 14 and 15 year old children usually will be
found in boys and girls just above these ages. They are
not so far removed from the general status of their younger
brothers and sisters as to object to undertaking their work,
if suitably paid. Since many of them already have jobs,
it will be necessary to pay them at a higher rate, and this
higher rate will attract some of the 16 and 17 year olds,
now in school, who preferred school to 14 and 15 year old
■wages, but would not prefer it to wages somewhat higher.
Some of the 15,000 jobs thus would pass to young people
who otherwise would have been in school. Those who
leave school earlier than at present would replace on the
labor market some of those whom the increase in school
age would keep in school longer than at present. It is
thus obvious that, even if there appeared no mechaniza-
tion of jobs, not all the 15,000 jobs would be passed on to
workers now on the labor market.

A compensating factor is the possibility that some of
the children of 14 and 15 who now go to work might be-
come more interested in school if kept at it a little longer,
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and that more of them might continue in school after
reaching 16 than at present; that is, their delayed entrance
into the labor market might effect the earlier entrance of
the group described in the preceding paragraph.

Another factor making it unlikely that 15,000 jobs
would be available for adults is the noticeable upward
trend in school attendance at the ages of 14 and 15 charac-
teristic of the last decade. If this trend continues, there
will be, when business picks up, not 15,000 jobs, but only
10,000 to 12,000 to be affected by a school age law; that
is, it is probable that only about this number of children
will seek regular employment in the future. The differ-
ence between this number and 15,000 will then represent
openings for workers older than 14 or 15, owing to the fact
that 3,000 to 5,000 children will be kept in school by the
trend toward increased schooling.

If, in spite of all these circumstances, an increase of two
years in the school age did open up 15,000 jobs, the distri-
bution of these jobs among workers now on the labor
market would be impossible to forecast. The 16 and 17
year old young people who are hired away from other jobs
would leave vacancies on their old jobs, to be filled by
others, some of whom would be still older workers and
some of them younger people of the same age drawn from
school. There doubtless would be a good many cases of
passing jobs up the line of age and experience in this
manner which would bring jobs to adults, but nothing like
15,000 jobs.

If the entire 15,000 did fall into the hands of adults,
about 7,000 of them would go to men and about 8,000 to
women, unless some unforeseen circumstances upset the
sex preferences or sex wage differentials connected with
these jobs at present.

Many of the jobs commonly given to children provide
irregular employment, almost if not completely casual in
nature. Many are subject as wr ell to a high degree of
cyclical fluctuation. The result has been a high rate of
unemployment for child labor. There were not, there-
fore, as many as 15,000 jobs available at any one time
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in 1928, but probably fewer than 14,000. Fifteen thou-
sand children were in search of regular jobs, most of
whom found work at some time during the year, but not
all of them were employed at the same time. Fifteen
thousand jobs of the types they held provide less employ-
ment on a year-round basis than the average of adult
jobs.

Massachusetts has a system of vocational education for
young people. Excellent as the system is, it is not
reaching adults in proportion to their needs, either during
periods of great unemployment like the present, or at
other times when workers are displaced by technological
changes, by the migration of industry, or by other sources
of change which make difficult the re-entrance of the
displaced worker into useful occupation.

The need for action in this direction under particular
circumstances has been discussed on pages 78-82 of this
report. There is need for it in the case not only of tech-
nological unemployment and that due to migration, but
also in cases of displacement by lower paid labor, in un-
employment due to the decline of whole industries be-
cause consumers’ wants have changed, for younger
workers in the twenties who were permitted in the past
to enter gainful employment without adequate prepara-
tion, and for some types of older workers whose economic
usefulness ought not to end merely because they have
become too old to carry on advantageously the work to
which they have been accustomed.

Older workers should in fact be given special attention.
Both psychologists and educators who have been en-
gaged in education for adults are agreed that it is possible
to teach old dogs new tricks and that they frequently
perform the new tricks satisfactorily. One experienced
Massachusetts employment manager reported that he
found men of fifty and above, who had been displaced
from a variety of “white collar” and professional occu-

VOCATIONAL TRAINING AND RETRAINING OF ADULTS.

Section Four.
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pations, well adapted to many operations formerly per-
formed by girls and women. He further stated that
these men had proved steadier and more reliable, and
had turned out more work after a few weeks’ trial, than
the girls who did similar work.

This employment manager did his own retraining of
older workers and found that it paid. It is not improb-
able that other employment managers could do the same
thing.

This successful experiment was not copied elsewhere,
so far as this Commission could discover, and there seems
no likelihood that it will be on any large scale unless the
State steps in to assist, if not to compel, the retraining of
displaced workers.

Furthermore, retraining ought not to be left to em-
ployers. Vocational training is a technical art and should
be attached to the school system of the State. Training
to meet the needs described here requires more equip-
ment than the schools can supply. The co-operation of
industry with the schools is needed.

The methods of administering such co-operation must
be worked out. We urge a study of ways and means
jointly by the Department of Education, the Department
of Labor and Industries, and leading business organi-
zations to this end. The reasons for such joint action are
obvious. The teaching problems involved in vocational
training and retraining can best be solved by the Depart-
ment of Education, which already aids in the carrying on
of vocational training for young people in trade and con-
tinuation schools, and thus has partial control over much
of the equipment needed for adults. Private business
possesses much necessary equipment that cannot be
economically supplied by the school system as school
equipment. Without the co-operation of plants and
business establishments that operate such equipment
some of the types of training most needed cannot be
provided. The Department of Labor and Industries is
the Commonwealth’s usual and proper agent in all ques-
tions affecting the relations between employers and em-
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ployees, and should therefore participate in the study
here proposed. The co-operation of organized labor
should also be sought because of the effects of vocational
training upon wages and the supply of labor in skilled
trades. We hesitate to suggest the exact field of such a
study, but we recommend the inclusion of the subjects
listed in the paragraphs immediately following:

1. The possibility of a larger use of existing facilities for
vocational education in the training of adults, particularly
the facilities of trade and commercial high schools and
continuation schools. We find that in many cases these
facilities could be made available after the close of the
normal school day for perhaps two hours a day for dif-
ferent training than now is provided in the usual classes.
If problems of teaching staff and financial support can be
solved, additional training can be provided for special
groups and for individuals in need of special work during
these hours. This period of the day is not ordinarily con-
venient for workers who are employed. It would be con-
venient for the unemployed. Aside from staff and ma-
terials, the expense should be slight, for there would be
practically no overhead costs not met at present by day
and evening sessions.

2. The desirability and possibility of subsidizing in some
manner those industrial and commercial establishments
that make their privately owned equipment available for
training purposes. The schools cannot reasonably be
expected to provide in school buildings either expensive
machines or new equipment not yet in widespread use.
We find the beginnings of co-operative education in which
school and industry work together already in existence in
Massachusetts for workers who have employment. We
suggest the making of arrangements under joint state and
local school auspices for the use of equipment in private
business establishments for the training and retraining of
workers who have been displaced from their jobs.

Co-operation of this nature should make easier the re-
training of displaced workers by their own employers, or
in the plants of their employers, thus aiding employers to
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reduce the amount of unemployment among their own
workers.

We recognize the many difficulties to be solved in such
an arrangement as we suggest. We see difficulties both
in the use of machines for training that are needed in the
normal course of production, and in the necessity of financ-
ing their use for training under school supervision. We
do not believe these are insurmountable, and we are cer-
tain that Massachusetts will not have done its duty by the
displaced and unemployed workers of this State until a
serious effort has been made to determine the possibilities
of co-operative retraining.

We suggest that the nature of the proposed subsidy
might be that of a rental for equipment used, on a basis
fair to both school and employer. We do not wish to
preclude consideration of other methods of payment,
When workers under training produce goods on a produc-
tion basis for sale by the employer some other arrangement
should presumably be made, or a simpler rental plan should
be modified.

3. Means for enforcing, if necessary, a requirement
that displaced workers who would profit by retraining
must take it or forfeit all rights to unemployment compen-
sation. It has been stated earlier, pages 155 and 156,
that the cost of retraining should be borne by the public
as part of the expense of reducing unemployment. Super-
ficially it seems desirable that workers who benefit by it
should pay for it if they are able. The evidence is over-
whelming, however, that the bulk of them are not able,
if they have families. It is not administratively possible
to attempt to define ability to pay in every individual case
without the probability that as much injustice would be
done as would appear if no such attempt were made. It
is inevitable, therefore, that the cost must fall on the
public through taxation. Since the public would thus
undertake an expense for the primary benefit of the indi-
vidual, it is only reasonable that unemployed individuals
who refuse to co-operate by entering into a training
arrangement, when advised by competent advisors that
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training would aid in ending their unemployment and in
stabilizing their employment in the future, should be
deprived of all claims upon support arising because of their
unemployment.

4. Means of locating and advising workers whose re-
employment, or future stability of employment, depend
in an important degree upon training or retraining. It
is one of the problems of vocational education, in common
with most other types of education, that it does not reach
many who ought to have it, and does reach some who are
not suited to it. This is particularly true of adults.

Early in the present depression several of the trade
schools in Massachusetts undertook classes for unem-
ployed men. None was notably successful. Some were
complete failures. The unemployed did not appear when
the classes opened, or appeared in scanty numbers only,
or soon dropped out. It is plain that under the existing
situation, vocational training facilities in Massachusetts
are not reaching displaced and unemployed workers of
the types described, despite the other achievements of
the vocational schools. They are only partly to blame.
The bulk of adult workers are not accustomed to contact
with schools of any kind. Many do not know that vo-
cational schools exist in their communities. Most of them
regard the schools as intended for boys and girls, not for
grown-ups. It does not occur to them to look to the
schools for aid. Some regard vocational schools with
suspicion, if not hostility, because they believe the boys
and girls trained in these schools are taking jobs away
from them for lower pay.

5. It is essential to the success of any plan for the vo-
cational rehabilitation of able-bodied but displaced and
unemployed workers that the common beliefs and atti-
tudes of workers concerning vocational training be
changed. Here, again, co-operation with employers and
with organized labor is desirable. It ought to be the
normal and natural action for a skilled or semi-skilled
worker who has lost his job to a machine, or whose in-
dustry has moved away, to look to a training center
where he can learn another job or acquire another skill,
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that will as nearly as possible replace the one he no longer
can “sell”. Given valid reasons for such action, a
place to learn adapted to his needs, a connection between
the learning process and an effective employment center,
and suitable advice and guidance by persons in whom he
could feel some degree of confidence, the worker who
knew the value of skill and training would react in this
way. At present, the attitude described above, coupled
with the retarding force of occupational habits, keeps the
displaced worker away from such opportunities as there
are, and leaves him the victim of economic changes over
which he has no possible control.

The best way to change attitudes and beliefs is through
a threefold co-ordination of effort: By the public em-
ployment offices, which should be in touch with jobs, if
there are jobs available, and with workers out of jobs; by
the school system, state and local, which should be able
to supply the means of training; and by a vocational
guidance service, described in the following section, which
can tell the worker more accurately than he can tell him-
self what other jobs his past experience and training best
fit him for, what the probable demand for his services in
a new kind of job will be as compared with his old job,
and how he can fit himself for the new type of work.

Another essential is a change of attitude on the part of
many employers concerning the laying off of workers, the
possibilities of an improved public employment office
service, and the value of vocational training. Employers
are not greatly to be blamed for lacking confidence in
public employment offices, nor for lack of enthusiasm
over the possibilities of vocational training for laid-off
employees. The best workers have usually not been
found at public employment offices. They have felt
that these offices have catered to unskilled and transient
workers. This has kept large numbers of better workers
from registering. Not until very recent years has there
been any noticeable tendency among employers to accept
responsibility of any kind for former employees, once
they have been let go.

Changes in attitudes come only through change in ex-
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perience. With adequate public employment service,
vocational training opportunities especially directed at
the real needs of the unemployed, widespread knowledge
among both workers and employers that these services are
available and worth having, attitudes will change. This
is why the State should take the lead. Problems are not
solved by arguing about their difficulty. Progress does
not come through refusal to tackle problems because they
are hard. Change in attitude is necessary for all of us,
including those now engaged in the work of vocational
education and training. Clearly before us is the problem
of unemployment as a continuous evil. It calls for new
technique in vocational training, for new co-operation
between school and industry, for new thinking.

The National Vocational Guidance Association defines
vocational guidance for boys and girls in school as “the
process of assisting the individual to choose an occupa-
tion, prepare for it, enter upon and progress in it”. 1

Boys and girls in the teens and twenties are uncertain as
to the kind of work that offers the best chance of financial
success and a reasonable degree of happiness and content-
ment. Our schools annually send out thousands who
wander aimlessly from job to job, until they land by
accident in the work they ought to have, or learn to suffer
in jobs for which they are unfit by nature, training and
experience. They become chronic misfits and malcon-
tents, all because in most communities no intelligent effort
is made to discover in advance into what sorts of work
they are individually most likely to fit. Out of the needs
of our young people for more intelligent guidance grew the
vocational guidance movement, and the effort to select and
give special training to vocational counselors. They
interpret the characteristics of youth in terms of future
life work and the demands of business, industry and the

VOCATIONAL GUIDANCE FOR ADULTS

Section Five.

"Principles and Practices of Vocational Guidance
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professions more accurately than untrained or less in-
formed counselors.

The vocational guidance movement as a profession is
making its way both against much popular misinforma-
tion about it and in spite of prejudices and prerogatives
of the teaching profession, of which it is a specialized
branch.

Vocational guidance for adults has hardly begun. It is
plainly more necessary in certain types of adult unemploy-
ment than for young people just leaving school. The
adult worker out of a job because the job has moved away
or been swallowed up by a machine is not much if any
better equipped to face adjustments necessary in finding
a new and different kind of work than the boy or girl just
leaving high school or college. He knows on the average
relatively little about other kinds of work for which his
previous training and experience are assets. Nobody else
knows much about it. The relation of one kind of work
to other kinds is an almost uncharted field. He is rarely
warned that unless he has unusual qualifications he ought
to steer clear of overcrowded jobs. He is quite likely not
to know which are most overcrowded. His most pressing
problem is to get a job anywhere. At present the chances
are poor that he will either act intelligently on his own
initiative or be directed intelligently toward occupations
the demand for which is growing or for which his past
connections or natural aptitudes have especially equipped
him. In most cases he is unable to hold out against any
reasonable offer of a job, whether it is the right kind of
job for him or not. In the case of growing occupations
younger men, more directly trained for these occupations,
are likely to be given preference over him if he does turn
toward ihem, despite the potential value of his longer,
and perhaps broader, experience in industrial life. This
preference is itself the result quite largely of lack of infor-
mation as to the value of certain types of past experience
for specific types of work.

The results of all this are an unnecessarily large amount
of unemployment in Massachusetts at all times, in good
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years and bad, and the persistence of a factor of instability
of employment, the effects of which could be materially
reduced by the substitution of better-guided job-seeking
and placement work for the present hit-or-miss activities
of workers seeking jobs whether they fit or not, because
they have to find something to do, and do not know where
to turn or whether the thing they seek will fit them when
they find it.

It is the individual’s prerogative that he is free to make
his own mistakes. We have been so proud of this aspect
of individual liberty that we have not been willing in the
past to give adequate consideration to the tremendous
losses in inefficient effort, needless firing and job hunting,
and general discontent and unhappiness that results from
permitting square pegs to fall into round holes without at
least a minimum of effort to prevent it. The function of
vocational guidance is to guide square pegs to square
holes and round pegs to round ones, short pegs to shallow
holes and long pegs to deep ones.

There is no infringement upon individual liberty in
vocational guidance. The square peg worker can still
hunt a round hole job. This Commission believes that
most workers, if given advice by counselors in whom they
can have confidence, will prefer to hunt and to accept
jobs in which they have the greatest probability of success
and contentment.

PUBLIC WORKS.

The establishment of a continuous, co-ordinated, five-
year plan for the construction of public works and a public
works planning board, necessary for its effective admin-
istration, is recommended in the Preliminary Report of
this Commission. (House No. 1100, session of 1932,
pp. 38-51.) 1

This plan is composed of the following features;
1. Establishment of a Planning Board for Public

Works in Massachusetts, to develop a continuous five-

Section Six.

1 A bill to put this proposal into effect is offered in the Appendix to that report, pp- 81-89.
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year plan for state building and construction, under the
jurisdiction of the Commonwealth. The Board to be
composed of five members: two to be appointed by the
Governor with the consent of the Council, one to be
chairman; one to be familiar with the construction in-
dustry; the other members, the chairman of the Commis-
sion on Administration and Finance, the Commissioner of
Labor and Industries, and the Director of Accounts in
the Department of Corporations and Taxation.

2. This Board to ascertain so far as possible the amount
of public construction in process and under plan by the
Commonwealth and the counties, the general condition of
business in the State, and the extent and causes of unem-
ployment known to exist here. Upon the basis of this
information it would advise the Governor concerning the
existence of an unemployment emergency, which the
Governor would declare. The Board would then expedite
the beginning of work on additional construction projects
drawn from the five-year plan to a maximum of 50 per
cent over the amount planned for the current year, in
order to increase employment in building, construction
and subsidiary industries.

3. The financing of the plan to be under a “pay-as-
you-go” policy, or under any other policy that may be
adopted by the General Court, except that the General
Court will be asked annually to approve the five-year
plan as a whole, but to make suitable appropriations and
authorizations only for the next year’s construction, as at
present.

4. The authorization by the General Court of an
amount of five-year short-term notes, callable after one
year, equal to 10 per cent of the estimated total of the
five-year plan, or an amount sufficient to pay for half of
one year’s program. After an unemployment emergency
has been declared it would be the duty of the appropriate
financial officers of the Commonwealth to issue and sell
the short-term notes, the proceeds to be used to finance
the additional construction. Extra construction would
be paid for by the short-term notes, and certain of the
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future projects formerly included in the current five-year
plan would be completed in advance. Future appropri-
ations could then be used to retire the notes. (Refer to
the Preliminary Report for detailed discussion.)

This plan is intended to include all types of construction
projects undertaken under the jurisdiction of the Com-
monwealth. These fall into two general classes with
respect to administration under a five-year plan:

1. One class consists of projects undertaken to meet
continuous or frequently recurrent needs, such as highways
and custodial buildings.

2. The other class includes enterprises undertaken only
occasionally, perhaps rarely, such as large-scale forestation
projects, planting of new forest tracts, replanting of
older areas, and cleaning up existing forests, also drain-
age and reclamation work, flood control and water-power
projects, and metropolitan water supply development. In
all these fields large projects are undertaken infrequently,
while a certain amount of work continues as part of a
regular, continuous program. The larger, infrequent
projects belong to this second class.

Difference in frequency of occurrence is important in
long-range planning. The first type of project becomes
familiar in general detail, administration and execution,
both to the Planning Board and to the Legislature, and
can ordinarily be passed upon and located in a long-range
plan without serious delay at any point in its passage from
preliminary plan to authorized construction. The actual
construction work involved is frequently fairly well stand-
ardized. Highways can be built according to standard
engineering specifications. Custodial buildings can be
erected of unit construction in accordance with standard
plans. Needs can be estimated in advance with some
degree of accuracy and plans prepared well ahead of the
date of construction. It is easy, therefore, to fit projects
of this type into a long-range plan. It is not easy, how-
ever, to control their timing completely. Most construc-
tion of this type is needed long before it is undertaken.
It is not practicable to postpone any appreciable part of
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it to fit the requirements of a rigidly timed plan. This is
particularly true of custodial buildings. Their erection
may be advanced ahead of schedule in an emergency.
It seldom can be postponed when times are good once an
authorization has been secured.

In this class of project, therefore, reliance for employ-
ment stabilization must rest mainly upon a policy of
advancing construction during depressions; that is, con-
structing projects during a depression year originally
timed for a year or two later. With pre-planning such as
we propose, this should be feasible to the extent of several
million dollars in any one year, but probably for not to
exceed two consecutive years.

The infrequent type of project is likely not to become
familiar, except in general terms, either to the Planning
Board or to the Legislature. Not much standardization
is possible in this type of work. Each project usually must
be planned individually from the beginning. Considerable
time is required to get suitable plans ready and to get them
approved. As a rule, these projects are not so pressing
that they cannot be postponed for two or three years or
more, if desirable, to meet the requirements of a timing
plan. They thus can be made to perform a different func-
tion in such a plan from that performed by more regularly
recurrent undertakings. They need not be timed for any
particular year, but can be reserved for construction dur-
ing unemployment emergencies, and authorized in ad-
vance as emergency projects, to be undertaken whenever
an unemployment emergency may arrive. These projects
can be used, in other words, as a storage reservoir of em-
ployment to be drawn upon in time of need. Under this
plan there would thus be two possibilities for the increase
of employment in times of depression, with wide variety
of projects upon which to draw.

We urge again the enactment of this proposal into law
to become effective with the fiscal year beginning Decem-
ber 1, 1933. Additional investigation in this field since our
Preliminary Report, has accumulated new evidence that
this proposal not only has value as a means of reducing
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unemployment during periods of business depression,
but that it is also a long-run measure of administrative
economy entirely apart from its effect on unemployment. l

Public Works and Additional Employment.

The extent to which depression construction provides
employment has been widely and heatedly debated. It is
frequently stated that few men are employed on public
works projects, highway building particularly, because
of the extensive use of machinery. It is also objected that
public works cannot provide employment economically for
men unfamiliar with the work. These objections overlook
well-established facts, not, however, widely known.

A policy of long-range planning does not involve the
use of workers unaccustomed to the construction indus-
tries during periods of unemployment, although we be-
lieve the use of such workers on some types of work is a
legitimate means of unemployment relief. This policy
proposes instead to keep a larger number of construction
workers employed than would otherwise be kept at work,
and to give additional employment indirectly to workers
in other industries in the production of materials and
supplies, in the manufacture of tools and machinery used
in construction, and in the transportation of materials,
tools, machines and workers. Construction work also
gives employment to clerical workers and others. More-
over, the wages earned are spent for a variety of goods
produced, transported and sold, which helps keep wheels
turning.

Construction of public works is not a cure-all for un-
employment. Proper planning and administration of
public works, directed intentionally at the goal of stabi-
lization, will make possible, however, a reduction in the
number of unemployed by thousands in periods of de-
pression. It will save the State money in the process.

The amount of employment provided by money spent
on public works is indicated by several recent investiga-

tions. In February, 1932, the United States Bureau of
See pp. 171-173 below
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Public Roads announced the results of an analysis of
labor cost of concrete highways financed in part by Fed-
eral aid. These highways were not built by hand labor
methods, but by the prevailing methods of construction.
About 15 per cent of the cost of concrete pavements were
shown to have been paid to men employed directly on
the construction job. Ultimately, at least 85 per cent
was paid out in wages and salaries, considering the services
of persons engaged in producing materials, supplies and
fuel and transportation. 1

The New Jersey Constructors’ Association states that
for every dollar spent on concrete

Cents.

Workers engaged on the job received 33.4
Workers engaged in producing cement, sand and stone, steel,

other materials and transportation received . . . 31.8
Workers engaged in making materials used in the production

of steel, stone and sand, other materials and transporta-
tion received 10,8

Total amount received by labor 76.0 2

The New Jersey Association found that percentages of
direct and indirect labor are nearly the same for road and
bridge construction, reporting the following distribution
of the cost of constructing concrete bridges:

Cents.
Workers engaged directly on the job received . , .37.0
Workers engaged in producing cement, sand and stone, steel,

other materials and transportation received . . .30.6
Workers engaged in making materials used in the production

of cement, steel, sand and stone and transportation re-
ceived 8.1

Total amount received by labor 75.7

Because of significant differences in the foregoing sets
of figures, this Commission made arrangements for a
study by the Emergency Planning and Research Bureau,

1 See statement of Bureau of Public Roads, United States Department of Agriculture,
published in Congressional Record, Vol. 75, No. 59, p. 4981.

2 This study is reported in “Engineering News-Record,” issue of February 18, 1932, page
251.
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Inc., of Boston, under the supervision of some of the
leading engineers of this city. The Bureau analyzed for
us the cost of twelve concrete roads built during 1931
and 1932, and found that the direct labor cost of two of
them was slightly less than 15 per cent of the total cost,
but that in one case it was 32 per cent.

In about one half of the projects the share of labor im-
mediately employed on the jobs was less than 20 per cent,
although workers employed on the job got more than 20
per cent of the total cost of the other half of the projects.
Considerable variation in the percentage received by
labor is to be expected for construction in different parts
of the country, because of differences in proximity of ma-
terials, construction methods, the amount of excavation
and filling necessary, types of surface, etc. It is fair to
conclude that in typical projects, workmen directly en-
gaged by the contractor receive about one fifth of the
total cost of concrete roads. Very little information was
obtained regarding other types of surface, but one set of
records indicates that labor received a much larger share
of the cost of macadam and gravel roads than of concrete
roads.

About 30 per cent of the cost of sewer construction goes
to direct labor, according to another study made for the
Commission in one Massachusetts town by the Emergency
Planning and Research Bureau. Labor received a larger
portion of the cost of that part of the work which was done
by the town itself than of contract work. The summary of
this analysis is given in Table 9 on the following page.

The Bureau’s investigation of ratio of labor and other
costs incident to the construction of buildings in Massa-
chusetts and other parts of New England confirms the
estimates of other authorities that about one third of the
cost of a typical building goes to direct labor. 1

i G. Underwood, a construction engineer, states in his book, “Estimating Constructio
Costs,” p. 573, that 35 per cent of the total costs of a typical building, ignoring the costc
design, goes directly to workers engaged on the structure. Some other authorities av

made higher estimates. The Editor of the Engineering News-Record estimates that la
ordinarily receives about 34 per cent.
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Table 9. Labor’s Portion of the Cost of a Sanitary Sewer Trunk
System, constructed in a Massachusetts Town in 1931-32. i

[Prepared for the Massachusetts Special Commission on the Stabilization of Employment
d Research Bureau, Inc

* Cost (Per C
Constructing Type of Diameter Length ‘p 7s instructing 1 ype ot Diameter uengtn Cut

Agency. Sewer. (Inches). (Feet). /F . pn II Mqfpnnfo(l eet) - Labor. - M
etc 2 * Total

5 72.5 100.0Contractor . . Concrete 30 620 8

24 161 - 38.7 61.3 100.0Contractor . C

Contractor . . Cast iron 24 1,670 7 23.5 76.5 100.0

which goes to direct labor varies greatly with the type of
project, the location of the project, rates of wages paid,
quality of materials and many other factors which differ
from job to job. The Bureau found that only 24 per cent
of the cost of one office building was received by labor
directly on the job, while at the other extreme direct labor
received about 53 per cent of the total cost of a certain
Boston structure built during 1931 and 1932. Of the cost
of a Cambridge technical school building, direct labor
received a little more than 51 per cent. It seems reason-
able to conclude that labor on the job receives an average
of one third the total cost of the construction of buildings.

How much actual employment is given to labor directly
by construction of these various types can be computed,
roughly, by comparing these percentages with the amounts
spent for construction and the wage rates paid.
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Comparison of the various sources of information cited
above indicates that for every $1,000,000 spent on con-
crete roads in Massachusetts about $200,000 on the aver-
age is paid to labor directly on the job. The average
weekly earnings of highway workers in Massachusetts
vary somewhat from year to year. They averaged $28.50
in 1931. At this rate every $1,000,000 expended on roads
in 1931 would have provided more than 7,000 “man-
weeks” of work; that is, it would have given employment
equivalent to more than seven weeks’ work for 1,000
men 1 working directly on the roads.

This is only part of the total employment created by
this expenditure. The United States Bureau of Public
Roads estimates that 85 per cent of the total expenditure,
or $850,000 out of every $1,000,000, ultimately goes out
in wages. That which is not paid to workers directly on
the job goes to those employed in supplying materials,
tools, equipment and transportation, and in producing
and selling goods bought by wages paid to workers and
by contractors’ earnings. The New Jersey Contractors’
Association places the total percentage at approximately
76 per cent, or $760,000 out of every $1,000,000.

Taking the smaller figure for comparison with wage
rates to show, roughly, how much employment on the
average is given workers in other industries by expenditure
on concrete roads, 56 cents of every dollar, or $560,000 out
of every $1,000,000, is paid to labor in other kinds of work.
Wage rates in manufacture in Massachusetts averaged a
little over $lOO a month at this time, according to the
Department of Labor and Industries. Transportation
and some other types of work paid somewhat more. Based
on all available data, a fair average for all kinds of labor
would probably not be far from $5 a day for five and one
half days of full time, or $27.50 a week, or about $123 a

month. 2

1 Theexpenditure of $1,000,000 would mean on theaverage the payment of wagesamount-
ing to $200,000. This sum divided by the average weekly wage ($28.50) makes 7,018 weeks
wages. .

2 Only an estimate can be given. The more highly paid workers are few in number as

compared with the great number whose earnings are lower than the figure given here.
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At this rate, every million dollars expended on public
works during the first year or two of this depression would
have provided about 20,360 “man-weeks” of work, 1 or
the equivalent of ten weeks’ work for 2,036 men. In terms
of months it would have provided the equivalent of a
month’s work for more than 4,500 men, or three months’
work for more than 1,500. The total amount of additional
employment provided in all industries and occupations by
the expenditure of every $1,000,000 on road construction
would have amounted to more than 27,380 “man-weeks”
of work, the equivalent of nearly two and three quarter
weeks’ work for 10,000 men, or one month’s work for more
than 6,300. 2

The additional employment created outside the im-
mediate labor on road construction would not be avail-
able at once, but would spread over months. Some of it
might not appear for a year or more. This does not
diminish the importance of the factor in stabilization of
employment. Some of the material and transportation
purchases needed in road construction, and purchases of
a considerable amount of the consumers’ goods purchased
with construction wages, would benefit other States, but
a large amount of the total would appear in Massachu-
setts.

A continuous, co-ordinated plan for public works would
not only help to keep down the amount of unemployment,
but would do it without net cost to the people of Massa-
chusetts. Material prices are lower during depressions.
Labor costs are also lower. Large savings thus may be
made if only a small part of the total construction pro-
gram can be concentrated in periods of depression.

The Five-year Plan and the Planning Board would
Save Money.

1 Found by dividing $560,000 by the average weekly wage of $27.50, the result of which
is 20,364.

2 The amount of employment provided directly by other types of construction work can
be computed in the same manner from the percentages given on pages 166-171. Theamount
of indirect employment in other industries, resulting from these types of construction, we
have not attempted to estimate, but there is no reason to believe it would differ greatly
per dollar spent from the amounts shown above in connection with road construction.
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Cost figures show a great decline in 1921 and 1922, and
in 1930, 1931 and 1932, all years of business depression.
Computations based upon these figures indicate that if
such a plan as we propose had been in effect in 1920 and
1921, Massachusetts could have saved almost 20 cents on
every public construction dollar spent for projects post-
poned from 1920 to 1921, or a total of $200,000 if only
$1,000,000 had been put off from a fairly good year
(1920) to a poor one (1921). If another $1,000,000
worth of construction could have been advanced from
1923 into 1922, about $190,000 more could have been
saved. Careful administration of the plan should have
made possible the advancing of a larger amount than
this, probably at least twice as much, with correspond-
ingly greater savings. If, however, no more than $l,-
000,000 worth of preplanned construction had been trans-
ferred from one year to another, in each of these years
the amount saved would have paid the expenses of the
proposed Planning Board for fifteen years.

If the plan had been in effect in 1929, when business
was at its peak, and $1,000,000 worth of construction
that was done in that year could have been put off,
more than $20,000 could have been saved by doing the
jobs in 1930 instead of 1931. To the extent that projects
scheduled for later years could have been advanced into
1931 and 1932, the savings over the initial estimates in
the plan, made five years ahead of these dates, and over
probable future costs, would be appreciable.

The conclusion that long-run savings can be made
by such a plan as we propose is borne out by several
studies of planning related to public works. 1

We wish to repeat with emphasis this fact, that the
proposed plan, though offered primarily as a means of
stabilizing employment, also can save the State money,

i gee Soucks, Win. N., “Stabilization of Employment in Philadelphia through Long-

Range Planning of Municipal Improvement Projects;” Dickinson, Frank G., “Public
Construction and Cyclical Unemployment,” Supplement to Volume CXXXIX, Annals
of American Academy of Political and Social Science, September, 1928. Otto T. Mallery,

who presided over the committee of the President’s Conference on Unemployment in the
United States, which, in 1921, studied the question of building costs, arrived at a similar
conclusion.
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an additional reason for adoption of the plan to become
effective with the beginning of the next fiscal year.

Present Practice with Long-range Planning in
Massachusetts .

Planning of public works construction in Massachu-
setts is now closely connected with the budget system.
In 1923 provision was made for annual forecasts of con-
struction expenditures by state authorities to cover “such
period of years as shall be appropriate” (Acts of 1923,
chapter 362, section 22). Although this section appears
to be broad enough to include all State construction
projects, it has been construed to apply only to the
erection of buildings, most of which are at state institu-
tions, and its administration has disregarded highways,
waterways and the development of metropolitan parks,
water supply and sewerage. The forecasts are made to
the Commission on Administration and Finance, where
they are considered by the Chairman and the Budget
Commissioner. The interpretation of the law has re-
stricted them to projects of the Departments of Mental
Diseases, Education, Correction, Public Health and Pub-
lic Welfare. Only the first of these departments has a
long-range program of building construction, because
only that department is faced with the necessity of con-
stantly expanding its facilities. Among the other four
departments none is obliged to provide constantly for new
buildings, although occasional alterations and additions
are necessary at the institutions under their control.
None of these departments, except the Department of
Correction, is now engaged in developing any new institu-
tion, and the Department of Correction has only one such
institution under way.

The Department of Public Works has a plan for the
development of state highways over a future period of
about five years, but projects included in this plan are
submitted to the budget authorities only from year to
year in connection with annual estimates for appropria-
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tions. No such plan is made for highway improvements
depending upon the co-operation of towns, because town
programs depend upon annual appropriations which can-
not be predicted in advance. Somewhat the same situa-
tion exists in regard to waterway projects, most of which
depend uponprivate initiative and a considerable measure
of private contribution.

For metropolitan projects there is no complete system
of planning. A Division of Metropolitan Planning is
attached to the Metropolitan District Commission, but
this considers principally transportation problems, in-
cluding highways, parkways, steam and electric railways
and shipping, only the first two of which are within the
jurisdiction of the District Commission. The Planning
Division does give some attention to park development,
but has no authority regarding the planning of water sup-
plies and sewerage works. The inception of projects is
dependent largely on initiation by the individual cities
and towns, or by groups of cities and towns, within the
districts.

All plans for construction are subject to action by the
Legislature. The members are rarely informed about such
advance plans as exist, and are constantly subject to
pressure in favor of certain projects and against others for
local and political reasons. The result is frequent diver-
gence from plans as proposed by the departments and in
the budget in order to accommodate projects that the
Legislature has been induced to favor, and additional
delay until plans for the newly ordered projects can be
drafted.

In connection with actual construction some difficulties
and delays are brought about by legal requirements that
contracts for state highways and for some waterway
improvements must be approved by the Governor and
Council before construction is begun, and that plans for
all buildings must also be approved by the same authori-
ties before bids can be secured.

The proposal of this Commission for advance planning
of public works is intended to change this situation by
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systematizing all planning and giving the Legislature
adequate advance information about it. It is not sup-
posed that fully definite plans for highways that require
action by cities and towns can be made five years
in advance, neither is it supposed that all projects for
waterway improvements that now depend largely on
private initiative can be fully anticipated, but it is believed
that much more can be done than has yet been accom-
plished in planning such improvements. It is essentially
desirable that highway and metropolitan undertakings be
included in any scheme of advance planning because they
constitute much the largest part of the public works for
which the State is responsible. In 1930, which was a more
normal year than 1931 and 1932, expenditures for high-
ways under state authority were over $10,500,000, and for
metropolitan construction, principally additional water
supply facilities, over $5,500,000, while institutional con-
struction amounted to something less than $4,000,000 for
all departments.

A Public Works Planning Board would concentrate
attention of its permanent officials on the construction
problem. It would provide tentative plans farther in
advance of the need for them than any present agency can
do. It could determine better than any existing authority
the relative importance and urgency of the various types
of projects and of individual proposals, and when each
could best be undertaken. It could give the Legislature
information about future plans that might check the pres-
ent tendency to direct the performance of projects for
which little or no preparation has been made. It would
aid the Budget Commissioner in deciding each year which
construction projects to schedule for appropriations. It
could have working plans ready, or at least under way,
whenever increasing unemployment makes acceleration
of the State’s building program desirable. It would be
the natural agency to advise the Governor and Council
on highway contracts and building plans.
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Financing Public Works.
In our Preliminary Report of December, 1931, we

urged the financing of public works during depression by
borrowing on short-term notes previously authorized to
be issued only upon the declaration of an unemployment
emergency. 1 While public works can and should be
made an effective means of partial stabilization, this pur-
pose will be defeated unless the funds used to finance
them during depressions are drawn from sources in which
they would not otherwise be spent while the depression
lasts. The demand for labor at any given time is not
increased by merely taking money from individuals and
turning it over to the State to spend, if the individuals
would have spent it themselves at the same time. The
State would then simply spend it in construction, cre-
ating a demand for labor there instead of leaving it to be
spent by individuals on the products of other industries,
thus increasing the demand for labor in them. If, how-
ever, the money used by the State can be drawn from
funds that w Tould otherwise be idle for some time, the
demand for labor at that time can be increased and un-
employment consequently reduced. This is the reason
for the borrowing policy proposed in our Preliminary
Report. Borrowing and spending by the State at times
when funds lie idle in the banks bring into use a potential
purchasing power not otherwise utilized, the use of which
for the purchase of goods that are overstocked on the
market during depression is vitally necessary both to
reduce the severity of depression and to shorten its
period of duration.

Borrowing is in fact preferable under our present
banking system to the policy of accumulating a “pros-
perity reserve” in advance of need, which is the alterna-
tive means of providing funds for public works con-
struction during depression. The accumulation of such
a reserve necessitates the investment of the reserve. In-
vestment brings up the problems of cyclical instability

1 House No. 1100, session of 1932, pp. 45-49.
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discussed on pages 132-143above. Borrowing by the State
for public works construction during depression could
practically always be conveniently accomplished at times
when banks have recovered from the main shock of
financial crisis, have plenty of funds to lend but find few
borrowers because private business is down too flat to
borrow. This is the simplest and easiest way available
within the confines of one State to provide additional
purchasing power at a time when added purchasing
power is more needed for cleaning up the market and
ending depression than any other one thing. If coupled
with a proper use of the taxing power to provide funds
when business is good to pay off the borrowings of the
depression period, there is no danger to the credit of the
State in this procedure, and no abandonment in the long
run of a pay-as-you-go policy.

If an amendment to the Federal Reserve Act is enacted
by Congress, as suggested earlier in this report, 1 the State
can use the financing of public works as a stabilizing fac-
tor additional to the more direct effect upon employment.
The State could borrow from the Federal Reserve Bank of
this district, giving its bonds as security. The loan
would ordinarily be made at a time when the reserve
banks throughout the country have ample reserves. Its
effect would be to “reflate” credit in the direction of
more normal purchasing power, nine tenths of which in
years of average business activity consists of credit. Re-
payment would be made in good years by the simple
process of buying back in good years from the Federal
Reserve Bank the bonds issued during depression, using
the proceeds of the state tax system, which are larger in
years of good business than at other times.

This policy would make possible a greater “damping”
of inflation by the Federal Reserve Bank, particularly if
it were carried out also by other States and in other dis-
tricts, for it would facilitate the sterilizing and “ear-
marking” of funds intended for future use, as described
above in connection with unemployment reserves, 2 by

See pp. 29, 142, 14;
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enabling the banks to use the debt repayments coming
into the reserve banks as the bonds were retired, in the
same way it is proposed that they shall use the contribu-
tions of employers accumulated as unemployment re-
serves.

When should an “Unemployment Emergency” be

Declared?
The problem of determining when to call for additional

construction to mitigate unemployment is important.
The proposed Public Works Planning Board act provides
that an unemployment emergency may be declared by the
Governor whenever, in the opinion of the Planning Board,
a serious and increasing degree of unemployment exists in
Massachusetts (section 9C).1

It is the intent of this Commission that the Planning
Board should be guided inpart by the condition of business
in Massachusetts and by the relation of business and em-
ployment here to that in other parts of the United States.

The Commission therefore recommends that a statistical
information service be established in connection with the
Planning Board and in co-operation with the Department
of Labor and Industries. This information service would
compile information regarding employment and business
in Massachusetts, including such information as —•

1. Employment and pay-roll data as now collected by the De-
partment of Labor and Industries expanded to cover as many in-
dustries and occupations as possible.

2. Unemployment data made available in connection with the
operation of the proposed unemployment reserves act.

3. The value of building contracts awarded by types of building.
This information is compiled by the F. W. Dodge Corporation.

4. Cotton consumption and spindle activity. Data may be ob-
tained for New England from monthly reports of the United States
Department of Commerce, Bureau of Census, Washington, D. C.

5. Wool consumption and spindle activity. Data for New England
may be obtained from the United States Department of Commerce,
Washington, D. C.

1 See House No. 1100, session of 1932, p. 87.
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6'. Boot and shoe production. Data concerning the number of
pairs produced in Massachusetts and in other States may be ob-
tained from reports of the United States Department of Commerce.

7. Electric power production. Data for Massachusetts and other
States may be obtained from the United States Geological Survey,
Department of the Interior.

8. Bank debits. Data for certain cities are published as press
releases of the Federal Reserve Board, Washington, D. C.

9. Car loadings. Data may be obtained from the American Rail-
way Association, Car Service Division, Washington, D. C.

10. Postal receipts. Data for certain cities are available at the
United States post offices.

This information should be made available to business
and to the public. A small charge to cover the cost of
publication and mailing might be made. This type of
service is performed for the country as a whole by the
United States Department of Commerce in the “Survey
of Current Business”. A similar service for Massachusetts
should be a valuable aid to the business interests of the
community, as well as an indispensable tool of the Plan-
ning Board. 1

The problem of recurring depression unemployment has
been so serious in Massachusetts that some type of state
action should be taken. The Commonwealth has already
resorted to the advance construction of public works with-
out adequately co-ordinated preplanning as one means
of meeting this problem. The Commission commends this
practice and recommends that it be continued in the
future and made more effective because

Summary.

1. Public works projects do provide employment for large numbers
of persons. Workers on the job receive about one fifth of the cost

1 Walter L. Johnson, recently of Clark University, completed, at the suggestion of this
Commission, a valuable study concerning the use of public works as an aid to employment
stability as applied to Worcester, a representative Massachusetts city. This report was
prepared under the supervision of Dr. J. A. Maxwell, professor of economics at Clark Uni-
versity. It contains an analysis of existing practices and suggestions concerning modifica-
tions which would facilitate advance planning and depression construction. A typescript
copy, entitled “Stabilization of Employment in Worcester, Massachusetts, through the
Long-Range Planning of Municipal Improvement Projects,” is available at the library of
the Department of Labor and Industries.



HOUSE —No. 1200. [Jan.180

of highways and about one third of the cost of buildings in typical
projects. Other workers are given employment in the transportation
and production of materials, supplies and services which are occa-
sioned by the construction. Still others are employed in making
goods which are purchased by these workers.

2. This method of stabilizing employment costs the State nothing;
in fact, it is cheaper for the State to build during times of depression.
Prices are lower, labor is more efficient, and money may usually be
borrowed on more favorable terms.

The Commission believes that the effectiveness of this
practice can be greatly increased and money saved to the
State by the adoption of the continuous, co-ordinated
five-year plan for public works, and the Public Works
Planning Board. For this reason it recommends the bill
necessary for its successful administration, proposed in
our Preliminary Report. 1

House No. 1100, session of 1932, pp. 81-89.
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In the Year One Thousand Nine Hundred and Thirty-Three.

An Act to provide for the Regulation of Private Employ-
ment Offices.

Be it enacted by the Senate and House of Repre-
sentatives in General Court assembled, and by the
authority of the same, as follows:

Appendix A.

LEGISLATION RECOMMENDED.

Cbt Commontoealtft of

1 Chapter one hundred and forty of the General
2 Laws is hereby amended by striking out sections
3 forty-one to forty-six, inclusive, as amended, and the
4 heading “Intelligence Offices”, and inserting in place
5 thereof, under the heading “Private Employment
6 Offices”, the twelve following sections:
7 Section 41 • No employment office shall be estab-
-8 lished or maintained for the purpose of procuring or
9 giving information concerning places of employment

10 to persons seeking employment, or for procuring or
11 giving information concerning such persons for or to
12 possible or prospective employers, in consideration of
13 payment for such service, unless such office complies
14 with the provisions of this and the ten following sec-
-15 tions, and the rules and regulations made thereunder.
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16 Said sections shall not, except as expressly provided
17 in this section and in sections forty-six A, forty-six B
18 and forty-six D, apply to the establishment and main-

-19 tenance of an employment office or the giving of
20 information about employment (a) in teaching and
21 other educational positions; (6) in circuses, vaude-
-22 ville, theatrical or other entertainments, exhibitions
23 or performances or in allied pursuits; (c) by an
24 association or organization acting primarily for the
25 benefit of its own members, whether or not it deals
26 with or gives information to the general public, if no
27 fee or other charge is required for such service, except
28 charges to its members in the nature of periodic dues.
29 No person, association or organization otherwise
30 exempted under the provisions of this section shall
31 establish an office or give information under such
32 exemptions until after he or it has filed with the com-
-33 missioner of labor and industries, in this and the ten
34 following sections called the commissioner, a sworn
35 statement setting forth, to the satisfaction of the
36 commissioner, the conditions under which he or it
37 proposes to render such service, and has received from
38 the commissioner a permit to conduct such office or

39 to give such information under conditions specified in
40 said permit.
41 Section Js. Employment offices in cities or towns
42 having a population of more than twenty-five thou-
-43 sand according to the latest United States census shall
44 be classified as follows:
45 Class I Those engaged in serving persons seeking

46 employment and persons seeking employees in execu-
-47 tive, technical (engineering or other), professional,
48 clerical and like pursuits, and skilled trades.
49 Class II Those engaged in serving persons seek-
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ing employment and persons seeking employees for
work in or about construction operations, in lumber-
ing, on farms, in factories, hotels, restaurants, camps
and institutions, and as longshoremen, unskilled or
general laborers, or in any similar occupations; not
including, however, any kind of employment belong-
ing in Class I.

50
51
52
53
54
oo
56

Class 111 Those engaged in serving persons
seeking employment and persons seeking employees
in or for domestic positions in private families, either
indoors or outdoors.

57

58
59
60

Offices in cities and towns having a population of
twenty-five thousand or less shall not be classified.

61
62

Section 43■ Whoever desires to establish an em-
ployment office shall make application in writing to
the commissioner on a form provided for the purpose,
which shall be signed and sworn to by the applicant.
The application shall state the name and address of
the applicant, the class of license desired, the intended
location of the proposed office, the name of the person
who is to have the general management of said office,
the name under which the business is to be con-
ducted, whether or not the applicant is pecuniarily
interested in any other business of like nature, and if
so, the location of the same, and the names and ad-
dresses of all persons pecuniarily interested in the
proposed office. The application shall also give as
references the names and addresses of at least three
reputable persons resident or doing business in the
city or town in wffiich the applicant proposes to es-
tablish his office, with such additional pertinent facts
as the commissioner may require. Applications for
renewal of licenses shall contain the same information
as applications for original licenses, except references,

63
64
65
66
67
68
69
70
71
72
73
74
7o

76
u

78
79
80
81
82
83
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(

84 and any additional facts that the commissioner may
85 require.
86 Section 44- Every applicant for a license under
87 the preceding section shall file with his application a
88 schedule of the fees or charges to be collected by such
89 employment office in consideration of services ren-
90 dered or information furnished, together with a
91 statement of any conditions intended to govern or
92 affect such fees or charges in any way. The fees,
93 charges and/or conditions may be altered or amended
94 at any time by filing a revised schedule with the com-
95 missioner. Every employment office shall post in a
96 conspicuous place in each room occupied by it and
97 used for dealing with persons seeking employment a
98 copy of its latest schedule. No office shall charge,
99 demand, collect or receive a greater compensation

100 for any service rendered or information furnished
101 by it than is specified in its latest schedule so
102 posted.
103 Section J+s. Whenever an application for permit
104 or license under section forty-one or section forty-

-105 three is filed with the commissioner, said commis-
-106 sioner shall investigate the character and record of
107 the applicant, or, if the applicant is an association or
108 corporation, of the officers thereof, and of the person
109 or persons who are to have general management of
110 said office. He shall also make an investigation as
111 to the place where the proposed office is to be located.
112 If it appears from the investigation that the char-
-113 acter of the applicant is such as to render him unfit
114 to conduct an employment office, and/or that the
115 premises in which it is proposed to conduct such
116 office are unsuitable for its business, then the com-

-117 missioner shall refuse to issue the license applied for,
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118 and shall communicate his decision to the applicant
119 in writing, stating the grounds for such decision.
120 The applicant may, however, within ten days of the
121 date of such communication, appeal to the associate
122 commissioners, whose decision, made after at least
123 seven days’ notice and a hearing, and within thirty
124 days of the date of the appeal, shall be final. If the
125 character and record of the applicant or applicants
126 and the place where the proposed office is to be Jo-
127 cated are found satisfactory and suitable, the corn-
128 missioner shall issue a license accordingly. Action
129 by the commissioner under this section shall be
130 taken at least seven days but not more than thirty
131 days after the date of filing the application for the
132 license
133 Section /6. The commissioner may suspend or
134 revoke any license issued under the preceding section,
135 after fifteen days’ notice to the holder thereof, if he
136 has satisfactory evidence that the licensee has failed
137 to comply with the provisions of sections forty-one
138 to forty-six E, inclusive, and/or of any lawful rules
139 regulations and orders made thereunder; provided,
140 however, that the licensee may, within ten days after
141 notice of such suspension or revocation, appeal there-
142 from to the associate commissioners, whose decision,
143 made after at least seven days’ notice and a hearing,
144 and within thirty days of such appeal, shall be final.
145 Every license issued under the preceding section shall
146 expire on the thirtieth day of April next following it
147 date of issue, but licenses may be issued or renewed
148 at any time during the month of April, to become
149 effective on the first day of May next following, and
150 not to expire until the thirtieth day of April in the
151 ensuing year.
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152 Section I+6A. No license shall be valid for any
153 location other than that designated or described
154 therein, nor shall any application, license or permit
155 cover more than one location in which offices and/or
156 branch offices may be operated by the same pro-
-157 prietors, provided that the commissioner may consent
158 to the removal of a licensed office to a new location
159 during the period for which the license is effective.
160 Such consent shall be given in writing and shall
161 be attached to the original license. A license shall
162 not be transferable; in the event of a change in
163 the ownership of a licensed office the license then in
164 effect shall be surrendered to the commissioner and
165 a new license issued to the new owner, upon appli-
-166 cation, under the same terms and conditions as an
167 original license, except as provided in the following
168 section. Every licensed employment office shall post
169 its license in a conspicuous place in that part of its
170 main office assigned for the reception of persons
171 seeking employment. No license shall be issued to
172 any person, or for an agency to be conducted by any
173 person, wT ho is interested in the sale of railroad,
174 steamship, bus or other transportation, or who
175 benefits thereby.

176 Section I+6B. Every applicant for a new license or
177 for the renewal of a license previously granted shall
178 forward with his application a license fee according
179 to the following scale:

t_ In Cities andIn Cities of Towns of Over
Classification of Offices. 25.000 and not100,000 Over 100 000Population. population.

Class I $2OO 00 $lOO 00
Class II 100 00 50 00

Class 111 60 00 25 00
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180 An office may hold licenses of more than one class,
181 but in such case shall pay only one fee, which shall
182 be the largest fee established for any class of license
183 held by such office.
184 Offices not classified under the provisions of sec-
185 tion forty-two shall each pay an annual fee of ten
186 dollars. Persons filing applications for licenses to
187 be effective between November first and April
188 thirtieth shall pay one half the fees above specified.
189 A fee of five dollars shall be paid for each permit
190 issued under section forty-one. The fees above
191 specified shall be required for each office or branch
192 office established under sections forty-one to forty-
193 six B, inclusive. Every licensee shall also deposit
194 with the commissioner, before his license is issued
195 or renewed, a surety bond satisfactory to said corn-
196 missioner, payable to the state treasurer and con-
197 ditioned that the licensee, his agents, servants and
198 representatives, shall comply with laws of the corn-
199 monwealth concerning employment offices, and with
200 the rules, regulations and orders made thereunder,
201 and that said licensee shall duly observe the terms
202 and conditions of any and all contracts made in the
203 course of its business by the office for which the li-
204 cense is issued. For offices of Class lin cities hav-
205 ing a population of more than one hundred thousand,
206 the bond shall be in the sum of three thousand dol-
207 lars; for all other classified offices, such bond shall
208 be in the sum of two thousand dollars; for unclassi-
209 tied offices such bond shall be in the sum of one
210 thousand dollars. Whoever is aggrieved by a breach
211 of the condition of such a bond, may, at his own ex-
-212 pense, and in his own behalf, prosecute a suit on
213 such bond in the name of the state treasurer, and
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214 the proceedings shall be the same as in a suit by a
creditor on an administration bond. If in such a
suit judgment shall be entered for the defendant for
costs, execution therefor shall issue against the
person for whose benefit the suit is brought, as if he
were the plaintiff of record, but not against said
treasurer.

215
216
217
218
219
220
221 Section 46C. No employment office shall (1) use

as its business name, or display a sign or card, or
authorize the printing of an advertisement, bearing
or including words, letters or any device that would
tend to confuse such office, in the minds of persons
seeking employment or of persons seeking to employ,
with a public employment office operated by the
United States or by the commonwealth, or with any
other free or fee-charging employment office operating
within the commonwealth; (2) send to any putative
employer a person seeking employment without hav-
ing first given to such person an order, undertaking to
repay to such person any sums expended by him for
transportation in going to and from the place of
business of such employer, and all fees paid by him, if
no employment of the kind sought was actually avail-
able at the place and with the employer to whom the
applicant was directed by the agency; (3) persuade,
induce or solicit any person to leave any employ-
ment or position in which said agency has placed
said person, or which it has assisted him in securing,
within one year thereafter, or until the end of a
temporary engagement; (4) cause to be printed,
published, displayed, or circulated, a false or fraudu-
lent advertisement, or fail to notify persons seeking
employment of the existence of strikes, lock-outs or
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233
234
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237
238
239
240
241
242
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244
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industrial disputes in or connected with establish-
ments to which it may send them in search of such
employment; (5) procure or send a woman or girl
to enter a house of ill fame or other place resorted
to for prostitution, the character of which on rea-
sonable inquiry could have been ascertained by the
person having the general management of such
agency; (6) send any person seeking employment to
apply for such employment in an occupation known
to be unlawful, or otherwise to place or assist in
placing any person in an unlawful employment; (7)
divide or share with any employer or with any per-
son representing an employer or in any way con-
nected with the business of such employer, any fee
or compensation or any part thereof, received from
a person seeking employment as a consideration for
services rendered by said office.

247
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Section J+6D. The commissioner may, upon com-
plaint, review and revise the forms of contracts or
agreements between employment offices and persons
seeking employment; of receipts to be given by such
offices to persons paying them fees for services or
information; of introduction cards or letters to be
furnished by such offices to persons seeking employ-
ment, as a means of directing such persons to pro-
spective employers; of records to be kept by such
offices regarding their transactions and relations with
persons seeking employment and persons seeking to
employ, such records to be open at all times during
regular business hours to inspection and examination
by said commissioner or by officials or employees of
his department designated by him for that purpose;
provided, that information of a private and personal
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280 nature contained in such records shall be held con-
fidential, except when its use is necessary in con-
nection with the prosecution of a complaint against
the office concerned. The exemptions specified in
section forty-one shall not apply to complaints made
hereunder and to offices affected thereby, nor to
procedure in dealing with such complaints under the
following section.

281
282
283
284
285
286
287

Section 46E. The commissioner may investigate
or cause to be investigated any complaint reported
to him or to the department on the part of persons
seeking employment through an employment office
or offices, and may arrange for mediation between
the parties concerned; he may require the licensee
for the office against which any complaint is made
to submit to him a detailed account in writing, under
oath, of the transaction to which the complaint
refers. He may also prepare and promulgate rules
and regulations to carry out the provisions of sections
forty-one to forty-six E, inclusive, and to enforce the
requirements of said sections. He shall furnish to
each employment office licensed under the provisions
of sections forty-three to forty-five, inclusive, copies
of the rules and regulations made hereunder, together
with such additional information as he may deem
pertinent and desirable, in form suitable for posting
on the premises of such office, and shall require that
one or more copies thereof shall be posted conspicu-
ously in that part of each employment office in which
the license of said office is posted; he may further
require that such copies shall be posted in other rooms
or parts of said office, if in his judgment such posting
is desirable.
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Section /t6F. Whoever violates any provision of
sections forty-one to forty-six E, inclusive, or of the
rules and regulations made thereunder, shall, unless
a penalty for such offence is already prescribed by
existing law, be punished by a fine of not less than one
hundred nor more than one thousand dollars, or by
imprisonment for not more than one year, or both.
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In the Year One Thousand Nine Hundred and Thirty-Three.

An Act to provide for the Establishment and Adminis-
tration of Unemployment Reserves.

1 The General Laws are hereby amended by insert-
-2 ing after chapter one hundred and fifty-four, under
3 the title “Unemployment Reserves”, the following
4 new chapter:

5

Unemployment Reserves,6

7 DECLARATION OF POLICY.

8 Section 1. As a guide to the interpretation and
9 application of this chapter the public policy of the

10 commonwealth is declared to be as follows: Unem-
-11 ployment in Massachusetts, as in other states, has
12 become a pressing public problem, never wholly

13 absent, though especially acute in times of business
14 depression. It is accentuated here by the migration
15 of considerable sections of our leading industries to

16 other parts of the United States. It affects large

17 numbers of our workers every year as a result of
18 seasonal decreases in business activity. The workers
19 themselves are not able by saving during periods of

Be it enacted by the Senate and House o] Repre-
sentatives in General Court assembled, and by the
authority of the same, as follows:

Cf)t Commontuealti) of £©aosac!)usetts

Chapter 154A
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20 employment to care adequately for their families and
themselves while they are unemployed, and there-
fore impose an excessive burden upon agencies for
private charity and for public relief. The dimin-
ished purchasing power of wage earners results
in a decreased demand for the products of farmers,
manufacturers and merchants, thus throwing
additional employees out of work, tending par-
tially to paralyze the economic life of the state
and affecting in some degree the economic ac-
tivity of other states and countries. The heavy
social cost of unemployment is now paid mainly by
wage earners. The object of this chapter is to re-
quire the industrial and commercial establishments
within the commonwealth to pay at least a part of
this social cost, which is due largely to their own
irregular operations. The experience of some com-
panies indicates that these irregularities can be con-
siderably diminished. To provide more regular work
and wages for his own employees, an employer can
reasonably be required to build up a limited reserve
for unemployment, and out of this to pay unem-
ployment benefits to his workers, in accordance with
their wages and duration of service.

21
9.9.
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43
44 It is imperative to prevent, or to lessen as far as

possible, the occurrence of unemployment and the
economic burdens resulting therefrom. Employers
and employees throughout the commonwealth should
co-operate to promote and encourage the steadiest
possible employment. A more adequate system of
free public employment offices should be provided,
with the help of employers, to place workers more
efficiently, and to shorten periods of lost time be-
tween jobs. Education and retraining of workers at

45
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<

54 all times should be encouraged. For all these efforts,
55 constructive public guidance and supervision should
56 be provided. It is believed that a sound system of
57 unemployment reserves, accumulated from contribu-
-58 tions by employers and used as funds for payment
59 of benefits to employees, will be a special incentive
60 to each employer to make his operations moreregular,
61 and will reward his accomplishments in that direc-
-62 tion. The responsibility is placed on him because
63 he is in better position than any other agency to
64 reduce the amount and cost of unemployment, and
65 to share in the burden so far as prevention proves
66 impossible.

67 DEFINITIONS.

68 Section 2. The following words and phrases, as
69 used herein, shall have the following meanings unless
70 the context clearly requires otherwise:
71 (a) “Commissioner”, the commissioner of labor
72 and industries or his authorized representative.
73 (6) “Department”, the department of labor and
74 industries.
75 (c) “Employee”, any person who is or has been
76 employed by an employer and in an employment
77 subject hereto.
78 (d) “Employer”, any person, partnership, asso-
-79 ciation, corporation, or the legal representative of a

80 deceased person, or the receiver or trustee of any
81 person, partnership, association or corporation, ex-

-82 cepting the commonwealth and any municipal corpo-
-83 ration or other governmental subdivision thereof,
84 who or whose predecessor in interest has within any
85 twelve-month period subsequent to the passage of
86 this chapter employed ten or more persons in em-
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87 ployments subject to this chapter in a total of at
88 least twenty weekly or ten semi-monthly pay-roll
89 periods.
90 In determining the number of persons thus em-
-91 ployed within any pay-roll period there shall be in-
-92 eluded all persons employed by the employer through-
-93 out the entire commonwealth, and all of the estab-
-94 lishments and places of employment maintained by
95 the employer within the commonwealth shall be
96 considered a single “employer” for the purposes of
97 this chapter. Whenever any employer, either di-
-98 rectly or through a foreign or domestic holding
99 corporation, voting trust, or otherwise, maintains a

100 majority control or ownership of otherwise inde-
-101 pendent and separate business enterprises employ-
-102 ing persons within the commonwealth, all such enter-
-103 prises shall be considered a single “employer” for
104 such purposes.
105 Where an employer contracts out any work which
106 is a part of his business, not merely ancillary or in-
-107 cidental to it, such employer shall for all the purposes
108 hereof be deemed the employer of any employee of a
109 contractor or subcontractor, unless such contractor or
110 subcontractor is himself an employer subject hereto.
111 An employer shall cease to be subject hereto only
112 upon application by him and after a finding by the
113 department that he has failed for two successive
114 calendar years to employ ten or more persons in
115 employments hereinafter specified in at least twenty
116 weekly or ten semi-monthly pay-roll periods per year.
117 (e) “Employment”, any employment in any pay-
-118 roll period in which all or the greater part of the per-
-119 son’s work is or was performed within the common-
-120 wealth, under any contract of hire, express or implied,
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121 oral or written, whether such person was hired and
paid directly by the employer or through any other
person, helper or assistant employed by the employer,
provided the employer had actual or constructive
knowledge of such contract; except that for the pur-
poses hereof the term “employment” shall not
include

122
123
124
125
126
127
128 (1) Employment as a farm laborer,

(2) Employment in the personal or domestic serv-
ice of any person or”family at their home.

129
130

(3) Employment as a teacher in any school, col-
lege or university for the regular annual term for
which such school, college or university is in session.

131
132
133

(4) Employment as a physician, surgeon, interne
or nurse in a hospital, sanatorium or other similar
private, endowed institution not operated for profit.

134
135
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(5) Any employment for which unemployment
compensation shall have been provided by act of
congress, or for which it shall be judicially deter-
mined that such compensation is subject exclusively
to federal jurisdiction.

137
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139
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(f) An employee’s “weeks of employment” by an
employer, all those calendar or pay-roll weeks during
each of which the employee has performed any
services at all for the employer, provided all or the
greater part of the employee’s services in such week
were performed for the employer and within the
commonwealth.

142
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(g) “Benefits”, the money allowance payable to
an employee as compensation for his wage losses due
to unemployment as provided herein.

149
150
151

(h) “Wages”, what is customarily meant by the
term, except that it shall cover salaries and every

152
153
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154 form of remuneration received by the employee from
155 his employment by the employer, including bonuses,
156 commissions and the reasonable value in money of
157 any board, rent, housing, lodging or similar advantage
158 received by the employee from the employer.
159 (i) An employee’s “full-time weekly wage”, the
160 weekly wages the employee would average from
161 employment by the employer in question if em-
162 ployed at the hourly rate of earnings and for the full-
163 time hours per week applicable to such employee;
164 (1) The applicable hourly rate of earnings shall be
165 determined by averaging the employee’s actual wages
166 for at least one hundred hours of employment by the
167 employer, so far as possible. Such hourly rate of
168 earnings shall be calculated at such reasonable times
169 and in accordance with such suitable rules as the
170 commissioner may approve.
171 (2) An employee’s full-time hours per week shall
172 be determined by the commissioner as follows:
173 There shall be classified together all those employees
174 usually employed by the employer on substantially
175 the same schedule of weekly hours. The full-time
176 hours per week applicable to all employees of the
177 given class shall be computed by averaging the
178 weekly hours prevailingly worked by the majority
179 of such employees for each week during the preced-
-180 ing calendar year in which such prevailing hours
181 were thirty or more. Where the commissioner finds
182 that there were less than twenty such weeks, he may
183 approve such other comparable method or methods
184 as he finds reasonable and suitable for determining
185 the full-time hours per week of an employee or of a
186 general class of employees hereunder. As to any
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employee who is personally unable or unwilling to
work normal full time, and who regularly works less
than the full-time hours per week prevailing in his
place of employment, the maximum weekly hours he
normally works for his employer shall constitute his
“full-time hours per week”; provided such em-
ployee, before benefits first become payable under
section five or before accepting such part-time job,
has registered at the local employment office or
with the department as a part-time worker, in such
written form as the commissioner may prescribe for
this purpose.
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188
189
190
191
192
193
194
195
196
197
198

(j) “Fund”, the unemployment reserve fund es-
tablished under section four.

199
200

(k) “Employer’s account”, the separate unem-
ployment reserve account of an employer with the
above fund; or the substitute fund or reserve set
up by an exempted employer in accordance with the
plan approved as the basis for his exemption under
section nineteen.

201
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203
204
205
206

(I) “Reserve per employee”, the status of an em-
ployer’s account as determined by the commissioner
at any contribution date applicable to such employer;
such determination to be made by dividing the total
of such employer’s account, including contributions
due but not paid, by the maximum number of em-

ployees subject hereto employed by such employer
in any pay-roll period during the preceding calendar
year.
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(to) “Exempted employer”, an employer subject
to this chapter but exempted from certain of its pro-
visions in accordance with section nineteen.

216
217
218



1933.] HOUSE —No. 1200. 199

219

Section 3. (1) When to Begin. - Contributions
shall accrue and become payable by each employer
then subject hereto on the first day of July, nineteen
hundred and thirty-four. Any exempted employer
may at his option commence to pay contributions
under his exempted plan at any earlier date. Each
employer thereafter becoming subject hereto shall
pay contributions beginning with the pay-roll period
next following that in which this chapter first ap-
plies to him.

220
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(2) How Payable. The contributions required
hereunder shall be paid by each employer to the de-
partment, in such manner and at such times not less
often than once a month as the commissioner may
prescribe, and shall be deposited by the department
to the employer’s account with the unemployment
reserve fund. An exempted employer shall con-
tribute to his reserve in accordance with the plan
approved as the basis for his exemption.

230
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236
237
238
239 (3) Amounts. During his first two years of con-

tribution payments each employer shall regularly
contribute an amount equal to two per cent of the
total wages paid his employees for the pay-roll period
or periods in question. Thereafter the employer’s
rate of contribution shall be determined at each
contribution date applicable to him, as follows:

240
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245
246 (a) Whenever his account amounts to less than

fifty dollars reserve per employee, the employer shall
contribute an amount equal to two per cent of the
wages paid his employees.

247
248
249

CONTRIBUTIONS.

250 (6) Whenever his account amounts to fifty dollars
but less than seventy-five dollars reserve per em-251
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252 ployee, the employer shall contribute an amount
253 equal to one per cent of the wages paid his employees.
254 (c) Whenever his account amounts to seventy-five
255 dollars or more reserve per employee, the employer
256 shall not be required to make any contribution.
257 (4) Additional Contributions. Any employer,
258 whether exempted or not, may at his option con-
-259 tribute to his account greater amounts than those
260 above specified and required hereunder. Any em-
-261 ployer who for one year continuously maintains his
262 account at or above seventy-five dollars reserve per
263 employee shall be entitled to make no contributions
264 in the ensuing year until his account falls below fifty
265 dollars reserve per employee.

266 UNEMPLOYMENT RESERVE FUND.

267 Section 4- (1) Establishment. A fund to be
268 known as the “Unemployment Reserve Fund” is
269 hereby established for the purposes and uses specified
270 herein. This fund shall be administered by the com-
-271 monwealth without liability on the part of the corn-
-272 monwealth beyond the amount of the fund. The
273 fund shall consist of the net amount of contributions
274 and moneys paid into and received by the fund from
275 employers, of property and securities acquired by or

276 through the use of moneys belonging to the fund, and
277 of interest earned by the fund.
278 (2) Employers’ Accounts. A separate account
279 shall be kept by the department for each employer
280 contributing to the fund. Benefits shall be payable
281 from each employer’s account to his own employees
282 in accordance with the provisions hereof. An em-
-283 ployer’s account shall never be merged with any
284 other employer’s account, except under the follow-
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285 ing conditions. Whenever two or more employers
in the same industry or locality desire to pool their
liability to pay benefits by contributing to a single
account with the fund as if they constituted a single
employer, they may file with the department a writ-
ten application to merge their several accounts in
such a joint account with the fund. The department
shall establish such a joint account; provided, that
the several employers each accept such suitable rules
and regulations, not inconsistent with the provisions
hereof, as may be prepared by the commissioner to
govern the conduct and dissolution of such joint
accounts.
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(3) Receipts and Payments. Each employer’s
contributions to the fund shall be received and
credited to his account by the department, and shall
promptly be transmitted by the department to the
state treasurer, who shall credit all such contribu-
tions to the unemployment reserve fund. Payments
from the fund, either on account of benefits or for
other purposes authorized hereby, shall be made
only upon vouchers of the department under au-
thority of the commissioner, in accordance with any
necessary rules and regulations established by the
state treasurer and comptroller. Any deputy of the
department authorized by the commissioner to sign
such vouchers shall give a bond conditioned upon
the faithful performance of his duties, in an amount
recommended by the commissioner and approved by
the governor and council and with sureties satis-
factory to the attorney general.
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316 (4) Treasurer. - The state treasurer shall be, ex

officio, the treasurer of the fund, and shall pay all
vouchers duly drawn upon the fund in accordance

317
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with this section. He shall have custody of all
moneys belonging to the fund and not otherwise
held, deposited or invested under this section. He
shall have custody of all securities acquired for the
fund, and shall collect for the fund the interest on
and principal of such securities when due and all
other interest payments due the fund. The treas-
urer shall recommend to the commissioner and shall,
upon vouchers approved by the commissioner, make
such expenditures as he may from time to time deem
necessary to protect and insure the physical safety
of the fund. The state treasurer shall give a separate
and additional bond, conditioned upon the faithful
performance of his duties as treasurer and custodian
of the fund, in an amount recommended by the com-
missioner and approved by the governor and council
and with sureties satisfactory to the attorney general.
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(5) Investments. An investment board of three
members shall be responsible for directing how and
to what extent the fund shall from time to time be
held, deposited or invested under this section. Said
board shall consist of the state treasurer, the com-
missioner of banks, and the commissioner of labor
and industries, or their authorized representatives,
and shall have power to perform its duties under
this section by the recorded vote of any two of its
members and under other rules to be adopted by
said board. During the first year of contribution
payments under this chapter the board shall promptly
invest all moneys received by the fund. Thereafter,
as determined from time to time by the board, not
less than twenty nor more than forty per cent of the
fund shall either be deposited with federal reserve
banks, if said banks are authorized to receive and
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353 to pay interest on such deposits, or shall be de-
-354 posited by the state treasurer in the same manner
355 and subject to all the provisions of law applying to
356 the deposit of other state receipts by him, or shall
357 at the direction of the board be held in ear-marked
358 cash either by the state treasurer or by federal re-
359 serve banks, if said banks are authorized to hold
360 such funds for the commonwealth, or in other safe
361 depositories selected by said investment board. The
362 balance of the fund shall at the direction of the board
363 be invested in any or all of the classes of securities
364 eligible for such investment under this section. The
365 board may purchase and sell such securities for the
366 fund at. current market prices, and may invest and
367 reinvest the fund from time to time in its discretion.
368 To enable the board to perform its duties under
369 this section the department shall furnish the board
370 with any necessary assistance duly requested by the
371 board and approved by the commissioner.
372 (6) Restrictions on Investments. All investments
373 of the fund shall, as far as practicable, be readily
374 convertible into cash when needed. To this end the
375 board shall invest the fund only in the following
376 classes of securities: (a) United States treasury notes
377 and certificates; (6) other obligations of the United
378 States of America; (c) securities which are the direct
379 obligations of the commonwealth; (d) bonds and
380 other interest-bearing obligations of any legally con-
381 stituted governmental taxing subdivision of the
382 commonwealth, provided such governmental sub-
383 division has never defaulted in the payment of the
384 principal or interest of any of its bonds or other
385 interest-bearing obligations.
386 (7) Operating Expenses. There shall be paid
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387 from the earnings of the fund all necessary expenses
388 incurred under this section by the department, the
389 state treasurer and the investment board in handling
390 and investing the fund, including all bond or insur-
-391 ance premiums paid to protect the fund under this
392 section. All net earnings of the fund shall at the
393 close of each fiscal year be apportioned and credited
394 by the department to the accounts of the several
395 employers contributing to the fund, in proportion to
396 the balances then standing to their credit therein.

397 BENEFITS GENERAL PROVISIONS.

398 Section 5. (1) When Payable. Benefits shall be-
-399 come payable from each employer’s account one year
400 after his contributions commence under section
401 three, shall be based on weeks of employment occur-
-402 ring after such one-year period, and shall be paid
403 only for unemployment occurring after such period.
404 Any exempted employer may at his option pay
405 benefits from and after any earlier date.
406 (2) Methods of Payment. Benefits shall be paid
407 by the department to each unemployed employee
408 from his employer’s account under the conditions
409 and in the amounts stated herein, at such times and
410 in such manner as the commissioner may determine.
411 The commissioner may in his discretion pay such
412 benefits through the district public employment
413 office, through the employer, directly by mail to the
414 employee, or in such other manner as he finds suit-
-415 able under the particular circumstances. ’ Each ex-
-416 empted employer shall pay benefits under the con-

-417 ditions and in the amounts stated in his exempted
418 plan, in the manner and at the intervals set forth
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therein. Benefits due hereunder shall normally be
paid from each employer’s account at least every
two months, or at such shorter benefit intervals as
may in the commissioner’s judgment be practicable
and consistent with economy in administration.
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(3) Duration of Employment in Commonwealth.
No benefits shall be due an employee for any given
week of unemployment unless he has had twenty or
more weeks of wage-earning employment in the com-
monwealth subsequent to the passage of this chapter
and within the two years preceding the close of his
most recent week of employment, or has been a resi-
dent of the commonwealth throughout such two-year
period.
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(4) Length of Service with Employer. Benefits
shall be payable to an employee from a given em-
ployer’s account only in case the employee has been
employed by the employer, within the year preced-
ing the close of his most recent week of employment
by such employer, either a total of more than eight
weeks or on a monthly salary basis for more than
two months.
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(5) Maximum Benefits. -—■ The aggregate amount
an unemployed and eligible employee may receive
in benefit payments from his employer’s account
shall be limited by those weeks of his employment
by the employer which have occurred after such
account has become liable for benefits and within the
year preceding the close of the employee’s most re-
cent week of employment by such employer. For
each such week of his employment an employee may
receive benefit payments aggregating either one
eighth of his full-time weekly wage, or aggregating
one fourth of ten dollars, whichever quotient is
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lower. For each four weeks of such employment the
employee may accordingly receive benefit payments
aggregating either ten dollars or one half of his full-
time weekly wage, whichever amount is lower.
But no employee shall in any year receive from any
one employer’s account benefit payments aggregating
more than one hundred dollars or more than five
times his full-time weekly wage from such employer.
The commissioner shall by regulation establish sub-
stantially equivalent limits governing benefit pay-
ments to employees employed on a monthly salary
basis. Any exempted employer may provide for a
ratio of benefits to employment and for aggregate
benefits more liberal to his employees.
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(6) Benefit Liability Limited. The benefit liabil-
ity of each employer hereunder shall be strictly
limited to the total resources such employer’s ac-
count has, or would have if all his contributions due
had been paid. Whenever the commissioner finds
that an employer’s account may shortly be inade-
quate to pay in full all benefit claims upon it, the
current benefit interval applicable to such account
shall, by order of the commissioner, be lengthened
to three months. If the commissioner then finds that
the total amount of all outstanding benefit claims
(including disputed claims) upon the employer’s ac-

count for unemployment occurring prior to the close
of such three-month interval is, in fact, greater
than the total resources of the account at the close
of such interval, then all such outstanding claims
shall be paid at a proportionately reduced rate.
Any such claim then in dispute, but later found
payable hereunder, shall, in so far as it involves
unemployment occurring prior to the close of the
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487 above benefit interval, be paid at the same reduced
488 rate determined above.
489 ' (7) Liability of Successive Employers. Whenever
490 an employee is entitled to benefits from more than
491 one employer’s account, the accounts of the suc-
-492 cessive employers shall be liable for benefit payments
493 to the employee in inverse order to his successive
494 employments. At the close of that period of the
495 employee’s unemployment for which the most recent
496 employer’s account was liable and able to pay bene-
-497 fits, the next previous employer’s account shall ac-

-498 cordingly become liable to pay benefits to the
499 employee.
500 (8) Time Limit of Liability. —No employer’s ac-
-501 count shall be liable to pay benefits to an employee
502 for any week of his unemployment occurring more
503 than fifty-two weeks after the close of the employee’s
504 most recent week of employment by such employer;
505 except that any exempted employer may provide for
506 a greater maximum duration of his account’s lia-
-507 bility.

508 BENEFITS FOR TOTAL UNEMPLOYMENT.

509 Section 6. (1) Total Unemployment Defined.
510 For the purposes of this chapter an employee shall
511 be deemed totally unemployed in any calendar or
512 pay-roll week in which he performed no services
513 whatsoever for his most recent employer subject
514 hereto, had no other wage-earning employment, and
515 was physically able to work and available for work,
516 whenever with due notice called on by said employer
517 to report for work. An employee thus unemployed
518 shall be entitled to receive total unemployment
519 benefits under the conditions herein set forth.



HOUSE —No. 1200. [Jan.208

520 (2) Rate ofBenefits. Each eligible employee shall
be paid weekly benefits for his total unemployment
at a rate of fifty per cent of his full-time weekly wage,
with a maximum benefit of ten dollars per week.
An exempted employer may vary the above weekly
benefit schedule for his employees in accordance with
the provisions of section nineteen.
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527 (3) Wage Limitation. Whenever an employee’s

wages have totaled fifteen hundred dollars or more
within the year preceding the close of his most recent
week of employment by a given employer, the em-
ployer’s account shall not be liable to pay such em-
ployee any benefits for his total unemployment, ex-
cept as permitted under section seven. Any exempted
employer’s plan may liberalize or omit the above
restriction on benefits.
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(4) Disqualifications. An employee shall not be
eligible to receive benefits from any employer’s ac-
count based on past weeks of employment by such
employer for any week of total unemployment oc-
curring after the employee loses employment under
any of the following conditions: -
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(a) If he has left his employment voluntarily
without reasonable cause attributable to the em-
ployer.

542
543
544

(b ) If he has lost his employment through his own
misconduct.
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(c) If he has been discharged by the employer for
incompetence; provided, that no dismissal of an

employee employed by the employer a total of
twenty-six weeks or more shall be deemed a dis-
charge for incompetence unless the employer within
twelve working days has employed another person to
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553 do the work and take the place of the dismissed
554 employee.
555 (d) If the employee loses his employment with
556 any subsequent employer under one of the condi-
-557 tions enumerated above in paragraphs (a), (b ) and
558 (c).(c).

559 (e) If he attended a school, college or university
560 in the last preceding school term, and has been -em-
561 ployed by the employer only during the customary
562 vacation period of schools, colleges and universities.
563 (/) If he is normally self-employed and has been
564 temporarily employed by the employer for not more
565 than fifteen weeks; provided, that, before accepting
566 such temporary employment, the employee applied
567 to the local public employment office or to the de-
568 partment and was duly accepted and certified by it
569 as a worker normally self-employed and seeking only
570 temporary employment.
571 (5) Waiting Period. —An employee totally unem-
572 ployed and otherwise eligible shall receive benefits
573 for each week of his total unemployment occurring
574 subsequent to a waiting period of four such weeks.
575 No benefits shall be paid for any week of waiting
576 period, but not more than four such weeks of waiting
577 period per employer shall be required of any em-
578 ployee in any twelve months in order to establish his
579 eligibility for total unemployment benefits under this
580 section. An exempted employer may provide for
581 longer waiting periods applicable to his employees in
582 accordance with the provisions of section nineteen.
583 (6) Bars Against Benefits. —No benefits shall be
584 paid an employee for any week of his total unem-
585 ployment during which
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(a) The employee has left or is out of employment
because of a trade dispute still in active progress in
an establishment in which he was employed, but this
provision shall not suspend the liability of any sub-
sequent employer’s account to pay the employee any
benefits otherwise due him.
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(6) The employee is out of employment because of
an act of God directly affecting his place of employ-
ment.
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(c) The employee has without good cause failed to
report for work in accordance with section ten.
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(d) The employee is receiving directly from his em-
ployer vacation pay equal to or greater than the
amount of his weekly benefit for total unemployment
hereunder.
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(7) Refusal to Accept Employment. An employee
shall no longer be eligible for total unemployment
benefits, and the liability of his past employers to
pay him such benefits based on his past employment
shall cease, for any period after he has without good
cause refused to accept suitable employment when
offered to him, or has failed to apply for suitable
employment when notified by the local public em-
ployment office or by the department. Suitable em-
ployment shall mean either employment in the em-
ployee’s usual employment or any other wage-earning
employment for which he is reasonably fitted, pro-
vided such employment is within reasonable distance
of his home or last employment. The commissioner
may by regulation establish other reasonable stand-
ards to determine what shall be considered suitable
employment. But an employment shall not be
deemed suitable nor shall any employee forfeit his
rights to benefits hereunder by refusing an employ-
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620 ment under any or all of the following con-
-621 ditions:
622 (a) In a situation vacant in consequence of a
623 stoppage of work due to a strike, lockout or other
624 trade dispute.
625 (6) If the wages, hours and conditions offered are
626 less favorable than those prevailing for similar work
627 in the locality.
628 (c) If acceptance of such employment would
629 abridge or limit the right of the employee either (1)
630 to refrain from joining a labor organization or associ-
631 ation of workmen, or (2) to retain membership in and
632 observe the rules of any such organization or associ-
633 ation.

634 DISMISSAL PAYMENTS.

635 Section 7. An employer’s account may meet its
636 benefit liability to an employee by a lump sum dis-
637 missal payment, under the following conditions:
638 Any employer may, at the time of dismissing an
639 employee or within one week after his employment
640 ceases, enter into a written agreement with the em-
641 ployee providing for a dismissal payment from the
642 employer’s account in lieu of the benefits which might
643 otherwise become due the employee. Any employee
644 not barred from benefits under this chapter by the
645 circumstances of his dismissal may enter into such
646 an agreement with his employer. The employer
647 may likewise make such an agreement with any
648 employee permanently dismissed and barred from
649 benefits only by the wage provision set forth in sub-
650 section three of section six. The employee shall
651 under such agreement be entitled to receive, in lieu
652 of weekly benefits and without waiting period, a
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653 specified lump sum amount to become payable to
654 him regardless of the actual duration of his unem-
-655 ployment or of eligibility requirements otherwise ap-
6fi6 plicable thereto. Such lump sum payment shall in
657 each case amount to ninety per cent of the aggregate
658 benefits the employee could, if eligible, receive from
659 the employer’s account for unemployment continuing
660 long enough to exhaust the liability of such account
661 to such employee. Any such agreement between em-
-662 ployer and employee shall when duly filed with the
663 department become binding on both parties; but the
664 amount specified in such agreement shall be subject
665 to correction in accordance with the above ninety
666 per cent requirement of this section and under the
667 procedure provided in sections eleven and twelve.
668 No employer shall enter into any such agreement nor
669 shall any such agreement be valid in case payment of
670 the lump sum due thereunder would reduce the em-
-671 ployer’s account to less than forty dollars reserve per
672 employee.

673 BENEFITS FOR PARTIAL UNEMPLOYMENT.

674 Section 8. (1) Definition. For the purposes of
675 this chapter an employee shall be deemed partially
676 unemployed in any calendar or pay-roll week of em-
-677 ployment in which he was physically able to work
678 and available for work whenever with due notice
679 called on by his employer to report for work, in
680 which he had less than thirty hours of employment,
681 and in which his wages, including any compensation
682 he received for such week under chapter one hundred
683 and fifty-two were less than fifty per cent of his full-
-684 time weekly wage. In any week in which an em-
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685 ployee is employed only by one or more employers
686 not then liable to pay him benefits hereunder, such
687 fifty per cent shall be determined with reference to
688 the last previous employer whose account is liable
689 for benefits to such employee.
690 (2) Amount of Benefit. The benefit payable to
691 an employee for any given week of his partial un-
-692 employment shall be the difference between his actual
693 wages for such week and fifty per cent of his full-time
694 weekly wage, but shall in no case exceed ten dollars.
695 Any exempted employer may provide more liberal
696 partial unemployment benefits for his employees.
697 (3) Payment of Benefit. The benefits thus due an
698 employee for partial unemployment shall be payable
699 to him for each week of such unemployment without
700 further eligibility requirement, except that the pay-
-701 ment of such benefits shall be subject to the limita-
-702 tions provided in section five.
703 (4) Forfeiture of Benefit. —An employee who is
704 partially unemployed, and who has been directed by
705 his employer to seek other or additional employment,
706 shall receive no benefits for any week in which he
707 has without good cause failed to register for work
708 in accordance with section ten. An employee thus
709 directed by his employer to seek other or additional
710 employment shall forfeit all benefits based on his
711 past employment for any period after he has with-
-712 out good cause failed to apply for or to accept suit-
-713 able employment in accordance with the provisions
714 of subsection seven of section six.

715 REPORTING OF TEMPORARY EMPLOYMENT.

716 Section 9. (1) By Employee. —ln claiming bene-
-717 fits hereunder an employee shall for each week of his
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718 unemployment correctly report any wage-earning
719 employment he had in such week and any wages he
720 received for such work, and shall make such reports
721 either to the exempted employer from whom he
722 claims benefits, or to the district public employment
723 office, or as the commissioner may otherwise direct.
724 An employee shall be liable to repay any amounts
725 improperly paid to him as benefits by reason of his
726 failure to make correctly the reports thus required
727 of him, and for willful misrepresentation in making
728 such reports shall be subject to the penalties first
729 prescribed in section twenty-two.
730 (2) By Employer. Each employer providing any
731 wage-earning employment for an employee, in a
732 week for which the employee is receiving or may
733 claim benefits hereunder, shall within five days
734 notify the district public employment office or the
735 department of such fact and of the wages paid the
736 employee for such work.

737 NOTIFICATION OF UNEMPLOYMENT REGISTRATION FOR

738 WORK.

739 Section 10. (1) By Employee. —-Any employee
740 claiming benefits from the fund shall give notice of
741 his unemployment at the public employment office
742 for the district in which he is or was last employed
743 or as the department may otherwise direct, within
744 such time and in accordance with such rules as the
745 commissioner may prescribe for this purpose. Each
746 employer shall be furnished by the department with
747 a copy of such rules, and shall inform his employees
748 thereof when they become unemployed. After giv-
-749 ing such notice an employee claiming benefits shall
750 report for work at the district public employment
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751 office, or shall otherwise give notice of the continu-
-752 ance of his unemployment as often and in such
753 manner as directed by the commissioner. The noti-
-754 fication thus required of an employee may be waived
755 by the commissioner for good cause, including ad-
-756 ministrative feasibility, provided the commissioner
757 finds that no party in interest will be prejudiced by
758 such waiver. Any employee claiming benefits under
759 an exempted employer’s plan shall give notice of his
760 unemployment and shall register and report for work
761 in accordance with the. provisions of such plan.
762 (2) By Employer. ■— The commissioner may re-
-763 quire from any or each employer notification of the
764 partial or total unemployment of his employees,
765 within such time, in such form, and in accordance
766 with such rules as the commissioner may prescribe
767 for the purposes of this chapter.

768 ENTRY AND ESTABLISHMENT OF CLAIMS.

769 Section 11. (1) Filing. Finding by Officer.
770 Claims for benefits payable from the fund shall be
771 filed with the officer in charge of the employment
772 office at which the employee has given notice of his
773 unemployment, or with a deputy of the department
774 designated for the purpose. Claims shall be filed
775 within such time and in such manner as the corn-
-776 missioner may prescribe. Such officer or deputy
777 shall, in accordance with rules and procedure estab-
-778 fished by the commissioner, determine the apparent
779 validity or invalidity of any claim and the amount
780 of benefits apparently payable to the claimant there-
-781 under, and shall notify in writing both the claimant
782 and the employer from whose account benefits are
783 claimed of such tentative finding, together with the
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784 reasons therefor. If neither party contests the find-
-785 ing, within a time limit after notification to be fixed
786 by the commissioner, the claim shall be settled ac-
-787 cordingly and the finding of the officer or deputy
788 shall be filed with the department. Any benefits
789 found payable thereunder shall be paid by the de-
-790 partment to the employee from the employer’s ac-
-791 count, subject to the limitations provided in this
792 chapter. Either party, if dissatisfied with such ten-
-793 tative finding, may request a hearing or rehearing
794 by such officer or deputy, or may appeal such find-
-795 ing to the district appeal board established under
796 section twelve within the time limit after notifica-
-797 tion fixed by the commissioner for such cases.
798 (2) Substitute Methods. Any exempted employer
799 may, in lieu of the above procedure for filing and
800 establishing benefit claims, provide in his approved
801 and exempted plan a definite substitute system for
802 the initial determination and prompt settlement of
803 benefit claims arising under such plan. Each ex-
-804 empted plan shall provide that whenever an employee
805 is dissatisfied with the disposition of his benefit
806 claim under such plan, or whenever no disposition
807 of his claim has been made within a reasonable and
808 sufficient period specified in the plan, the employee
809 shall have the right to appeal his claim to the agencies
810 provided for settling disputed claims under section
811 twelve.

812 PROCEDURE AS TO DISPUTED CLAIMS.

813 Section 12. (1) How Presented. The manner in
814 which disputed claims shall be presented, the reports
815 thereon required from employers, and the conduct
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of hearings shall be governed by suitable rules and
regulations established by the commissioner.

816
817

(2) Appeals. Any disputed claim appealed un-
der section eleven or under any other provision hereof
shall be heard by an appeal board of three members
appointed by the commissioner for this purpose in
the district in question. Such district appeal board
shall consist of one employer or representative of
employers, one employee or representative of em-
ployees, and one representative of the public who
shall act as chairman and shall be chosen from
among the examiners regularly employed by the
department for the handling of such disputed cases
under this chapter. Each such examiner shall be
employed on a salary basis and may at the com-
missioner’s direction serve as public representative
on more than one district appeal board. Each mem-
ber (or his alternate, in case the regular member is
personally interested in a disputed claim or other-
wise unable to serve) representing employers or em-
ployees shall be paid for his services on such district
appeal board on a per diem basis, at a rate to be
fixed by the commissioner with the approval of the
governor and council. The first appointment of the
appeal board members representing employers and
employees shall be made for terms of two and four
years, respectively, and at the expiration of such
terms new appointments or reappointments shall be
made for terms of four years. A member of an ap-
peal board may be removed by the commissioner for
cause, after a hearing. In case of the resignation or
removal of any member of an appeal board a suc-
cessor shall be appointed for the remainder of the
unexpired term.
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(3) Hearings. - The district appeal board shall
hold a hearing on any case carried to it in accordance
herewith, after due notice thereof has been given
both interested parties. At such hearing the officer
or deputy making the original decision in such case
under section eleven may appear on his own motion,,
and shall appear at the request of the appeal board.
Each appeal board shall have power to subpoena wit-
nesses, administer oaths, and to require the produc-
tion of and to examine such parts of the books and
records of the parties to an appeal as may relate to
questions in dispute. The fee for any witness not a
party to the case but summoned by the appeal board
shall be two dollars a day, and five cents a mile for
travel from the residence of the witness to the place-
of hearing and return. The superior court may en-
force by proper proceedings the provisions of this
section relating to the attendance and testimony of
witnesses and the production and examination of
books and records. A full and complete record shall
be kept by the department of all proceedings before
a district appeal board. The appeal board shall
render its decision within ten days of hearing a case,
and shall mail a copy thereof to the last known ad-
dress of each of the parties in interest. If neither
party contests the decision within ten days after
notification the decision shall be filed with the de-
partment and the case shall be settled accordingly.
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(4) Review. Decisions of a district appeal board
shall be reviewable on appeal by either party within
ten days of notification, by a board of review com-
posed of three of the examiners employed by the de-
partment for the hearing of disputed cases hereunder.
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'BB3 An examiner shall not thus review any case in whose
previous decision he has participated as chairman of
a district appeal board. Such board of review may
decide any case appealed to it on the basis of the
record and of evidence previously submitted in such
case. The board may in its discretion hold a further
hearing to secure additional evidence, and shall for
this purpose have all the powers of a local appeal
board to require the production of evidence and to
summon and pay witnesses. A full and complete
record shall be kept by the department of any hear-
ing before the board of review. The board shall
render its decision within five days of considering or
rehearing a case, and shall mail a copy thereof to the
last known address of each of the parties in interest.
The decision of the board of review shall be final on
all questions of fact; and shall be final on all questions
of law unless a further appeal is taken within fifteen
days after the board has mailed its decision to the
parties in interest. Within such time limit either
party may appeal questions of law involved in such
decision to the superior court. Such appeals shall be
heard in summary manner and shall have precedence
over all other civil cases in such court. The board of
review shall be represented in court by the attorney
general. Any decision of the superior court may be
appealed by either party, or by the attorney general
acting for the board of review, to the supreme ju-
dicial court in the same manner as is provided for
other civil cases. It shall not be necessary to enter
exceptions to the rulings of the district appeal board
or board of review, and no bond shall be required for
entering an appeal to the supreme judicial court.
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916 Upon final determination of an appeal, the board of
917 review shall enter an order in accordance with such
918 determination.

919 ADMINISTRATION.

920 Section 13. (1) Department of Labor and Indus-
tries. This chapter shall be administered by the de-
partment, through the commissioner, who shall have
power and authority to make such rules and regu-
lations, and to employ such officers, examiners,
deputies and other persons as may be required for
the administration and enforcement hereof.

921
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927 (2) Employment Districts. Employment Offices.

The commissioner shall divide the commonwealth
into not more than ten employment districts, and may
establish and maintain such additional free public
employment offices as he may find necessary to pro-
vide at least one such office within the limits of each
such employment district. He may further estab-
lish such branch or registration offices, not to ex-
ceed fifteen in number, as he may find necessary for
the proper administration hereof. The commissioner
shall also divide the commonwealth into appeal dis-
tricts, and shall appoint appeal boards to hear dis-
puted claims in such districts, each such board to be
constituted as provided in section twelve.
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(3) Advisory Committees. It shall be a primary
purpose of this chapter to promote, in so far as pos-
sible, the regularization of employment within the
commonwealth. To this end, and otherwise to assist
in the administration hereof, the commissioner may
appoint advisory employment committees, consist-
ing of equal numbers of employer representatives
and employee representatives, and of such members
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949 representing the public generally as the commissioner
may designate. Such advisory committees shall
serve without compensation, but shall be reimbursed
for any necessary expenses.
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(4) Employment Records. Every employer shall
keep true and accurate employment records for all his
employees, and of the hours worked for him by each
and of the wages paid by him to each employee, and
shall furnish to the department upon its request a
sworn statement of the same. Such records shall be
open to inspection by any authorized representative
of the department at any reasonable time and as
often as may be necessary. The department may
require from any employer, whether subject to this
chapter or not, any reports on employment, wages,
hours and related matters that the commissioner
deems necessary to the effective administration of
this chapter. Information thus obtained by the de-
partment shall not be open to public inspection.
Any employee of the department who shall disclose
any such information, except under authority spe-
cifically granted by this chapter or by the commis-
sioner pursuant thereto or as otherwise required by
law, shall be subject to the penalties prescribed in
section twenty-three. But the department may con-
duct any investigations it deems relevant in con-
nection herewith, and may publish in statistical form
the results thereof.
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977 (5) Jurisdiction over Benefits. The jurisdiction

of the department over benefits payable hereunder
shall be continuous, and the department shall modify
the amounts of benefits otherwise found payable to
an employee when necessary to comply with the
provisions of section five.
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983 (6) Action by Attorney General. —On request of
984 the commissioner the attorney general shall repre-
-985 sent the commissioner and the department in any
986 legal action relating to this chapter or to its admin-
-987 istration and enforcement.

988 ESTABLISHMENT OP EMPLOYMENT OFFICES BY EM-
-989 PLOYERS OR EMPLOYEES.

990 Section I\. Any association of employers may
991 with the commissioner’s approval and under a license
992 issued by him establish an employment office in any
993 city of the commonwealth in which the commissioner
994 finds that the existing facilities are inadequate for
995 the purposes hereof. Each employment office ap-
-996 proved and established hereunder shall be free to the
997 employees whom it serves, and all expenses connected
998 therewith shall be borne by the employers establish-
-999 ing it, except where such office is established and its

1000 expense is shared under a collective agreement with
1001 a labor organization. Any labor organization may
1002 with the commissioner’s approval establish such an
1003 employment office and finance its expenses from the
1004 dues of its members. A governing board approved
1005 by the commissioner shall be responsible for the
1006 conduct of such employment office, and shall ap-
-1007 point its officers and employees and fix their com-
-1008 pensation. Any employment office established un-

-1009 der this section may be designated by the commis-
-1010 sioner to carry on, in lieu of a public employment
1011 office, the registration and placement of employees
1012 claiming benefits under this chapter. The rules and
1013 regulations and conduct of the employment office
1014 shall in such case be subject to approval and rea-
-1015 sonable supervision by the commissioner, and the
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1016 office shall furnish such records and reports as the
1017 department may require for the purposes of this
1018 chapter.
1019 There shall be an advisory committee of five
1020 members for each such office; two members
1021 shall be appointed by the employers in question,
1022 two members shall be appointed by the labor organ-
-1023 ization in question or shall otherwise be chosen to
1024 represent employees in such manner as the corn-
-1025 missioner may by regulation provide, and one mem-
-1026 ber shall be appointed by the commissioner to rep-
-1027 resent the community in which such office is located.
1028 The advisory committee shall meet at least every
1029 three months and shall be consulted and shall make
1030 recommendations on the operation and policies of
1031 the office.

1032 COLLECTION OF UNPAID CONTRIBUTIONS.

1033 Section 15. If any employer fails to pay promptly
1034 when due any contribution required of him here-
-1035 under, he shall become additionally liable for interest
1036 on such contribution at one per cent per month from
1037 the date when such payment became due, such in-
-1038 terest to be paid through the department into the
1039 general fund of the commonwealth and appropri-
-1040 ated to the department for its expenses in admin-
-1041 istering this chapter. If after reasonable notice
1042 from the department the overdue payment plus
1043 interest at one per cent per month is not duly paid,
1044 it shall be collected by civil action in the name of
1045 the commonwealth, and the employer shall be re-
-1046 quired by the court to pay the costs of such action.
1047 The payment originally due shall be paid to the
1048 employer’s account with the fund, or, in the case
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1049 of an exempted employer, to his substitute fund or
1050 reserve. The interest thus collected shall be paid
1051 into the general fund of the commonwealth and
1052 appropriated to the department for its expenses in
1053 administering this chapter.

1054 TRANSFER OR BANKRUPTCY OP BUSINESS.

Section 16. (1) Transfer or Reorganization.—
If an employer transfers his business in whole or
in part or otherwise reorganizes such business, the
successor in interest is hereby required to take over
(in proportion to the extent of such transfer, as de-
termined for the purposes hereof by the depart-
ment) the resources and liabilities of such employer’s
account, and to continue without interruption the
payment of all contributions and benefits which
would have been due for payment hereunder in case
such employer had continued in business without
such transfer or reorganization.

1055
1056
1057
1058
1059
1060
1061
1062
1063
1064
1065
1066

(2) Bankruptcy or Insolvency. —ln the event of
bankruptcy or insolvency of an employer, contri-
bution and benefit payments then or thereafter due
hereunder or under the employer’s exempted plan
shall be entitled to preference second only to claims
for wages. In such cases no creditor of an employer
shall have any valid claim against such employer’s
account with the fund, nor against a trust fund or
reserve established under section nineteen, subsec-
tion three, but such account, fund or reserve shall
be available to pay benefits as provided in the
following subsection.
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(3) Dissolution. If an employer ceases to be sub-
ject hereto, or permanently goes out of business in

the commonwealth, the amount in such employers
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1082 account, including any contributions due but
1083 unpaid, shall remain available to pay all benefits
1084 which are due, or which become due, the employer’s
1085 employees for their unemployment occurring within
1086 the next twelve months. Any balance thereafter
1087 remaining in the employer’s account, or remaining
1088 in the substitute fund or reserve of an exempted
1089 employer and representing contributions financed
1090 by such employer, shall be released to the employer
1091 or his assigns.

1092 WAIVER OF RIGHTS, ASSIGNMENTS, ETC.

1093 Section 17. (1) Waiver by Employee Invalid. —

1094 No agreement by an employee to waive his right to
1095 benefits or any other right hereunder shall be valid.
1096 Benefits shall not be reduced in amount except in
1097 accordance with the specific provisions hereof.
1098 (2) Benefits Free from Attachment, etc. —No
1099 claim for benefits hereunder shall be assignable be-
-1100 fore payment, except as specified in this section,
1101 but this provision shall not affect the survival
1102 thereof; nor shall any claim for benefits awarded,
1103 adjudged or paid be subject to be taken for the
1104 debts of the party entitled thereto. Amounts con-
-1105 tributed by an employee under any contributory
1106 plan approved by the commissioner under section
1107 eighteen, as well as all benefits claimed or paid
1108 pursuant hereto, shall be exempt from all claims
1109 of creditors and from attachment, levy and execu-
-1110 tion or other remedy now or hereafter provided for
1111 recovery or collection of debt, and this exemption
1112 may not be waived.
1113 (3) Assignment. —lf any benefit claim duly found
1114 payable under an exempted employer’s plan or
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1115 under a contributory plan is not paid promptly to
1116 the employee in accordance with such plan, the de-
ll 17 partment may take an assignment of such benefit
1118 claim in trust for the assigning employee, and may
1119 bring any legal action necessary to collect such
1120 claim, and the employer in question shall be re-
-1121 quired by the court to pay the costs of such action.
1122 (4)' No Loss of Civil Rights. —No person shall be
1123 deprived of his rights as a citizen or of any other
1124 civil rights by reason of his claiming or receiving
1125 benefits hereunder.

1126 CONTRIBUTIONS BY EMPLOYEES.

1127 Section 18. (1) Agreements Invalid. —No agree-
-1128 ment by an employee or by employees to pay any
1129 portion of the contributions required hereunder from
1130 employers shall be valid. No employer shall make
1131 or require a deduction for such purpose from wages.
1132 Any employee claiming a violation of this provision
1133 may, to recover wage deductions wrongfully made,
1134 have recourse to the method set up in section twelve
1135 for settling disputed claims.
1136 (2) Voluntary Contributions. Any employer may
1137 establish a plan providing for purely voluntary
1138 contributions by his individual employees, to be
1139 made by them for the purpose of securing unem-
-1140 ployment benefits additional to those financed by

1141 the employer hereunder. No employee shall be re-

-1142 quired to make contributions for such purpose, and
1143 no employer shall in any way require such contribu-
-1144 tions of any employee, either as a condition of his
1145 receiving or retaining employment or otherwise,
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except under a plan established in accordance with
the subsequent provisions of this section.

1146
1147

(3) Approved Plans. Any employer may es-
tablish a plan requiring all or a stated class of his
employees to make contributions for the purpose
of providing benefits additional to those financed
by the employer hereunder, subject to the following
conditions. The employer’s proposed plan for re-
quired employee contributions shall have been
found by the commissioner to be consistent with the
specific provisions hereof, and shall have been
available in the employer’s several places of employ-
ment for study by the employees to be affected
thereby for a reasonable period. It shall take ef-
fect and shall apply to all the employees in question
only when two thirds or more of such employees
have by secret ballot voted affirmatively on the
question whether all such employees shall be re-
quired by the employer to contribute in accordance
with the plan thus proposed. Unless and until an
employer is thus assured that his employees favor a
given plan for requiring employee contributions,
such contributions shall remain a matter of volun-
tary mutual agreement between the employer and
the individual employee.
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1171 (4) Trust Funds. • Every employer establishing

a plan providing for either voluntary or required
employee contributions shall deposit at least such
contributions in a separate trust fund, to be held
by a trust company or bank having trust powers in
the commonwealth. Such trustee shall invest such
fund only in the classes of securities enumerated in
section four, except as the commissioner may ap-
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1179 prove supplementary or substitute investments af-
fording approximately comparable safety and li-
quidity. Each such plan shall provide that not
more than the earnings of the fund shall be de-
ducted therefrom for any administrative expenses
incurred by the employer or trustee under the plan,
and that all net earnings of the fund shall regularly
be credited thereto. Any such trust fund may
include both the contributions of an exempted em-
ployer and of his employees, but the contributions
made by employees shall finance only benefits addi-
tional to those provided by such employer here-
under. Any such joint plan shall accordingly make
clear what contributions are paid by employees and
what benefits are financed from such contributions.
No contribution shall under any contributory plan
be deducted or due from an employee’s wages for
any week in which he is partially unemployed as
defined in section eight. Each contributory plan
shall provide that, in case such plan is terminated,
the amounts contributed by employees shall be dis-
tributed to them in an equitable manner specified
in the plan.
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(5) Settlement of Claims. There shall be pro-
vided in each contributory plan a definite system
for the initial determination and prompt settlement
of benefit claims arising under such plan. When-
ever a contributing employee is dissatisfied with the
disposition of his benefit claim under such plan, or
whenever no disposition of such claim has been
made within a reasonable and sufficient period
specified in such plan and approved by the com-
missioner, such employee may appeal his claim to
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the agencies provided for settling disputed claims
under section twelve.

1212
1213

(6) Joint Plans. Any two or more employers
may establish a plan providing for contribution
payments by their employees into a single unem-
ployment benefit trust fund; but each plan shall be
subject to the above provisions of this section and
to approval by the commissioner in accordance
therewith.
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1221 EXEMPTIONS.

Section 19. (1) Employers’ Benefit Plans. Any
employer may, at any time after the passage of this
chapter, be exempted from certain of its provisions
by establishing for his employees an equivalently
liberal unemployment benefit plan. Any employer
seeking exemption shall submit his proposed plan
to the commissioner, who shall approve the plan
under the conditions set forth in this section. Each
employer establishing a plan thus approved shall,
by contributing to a substitute benefit fund or
reserve, be exempted from contributing to the fund
created under section four. Any such plan shall,
before being finally approved by the commissioner,
be subject to study and approval on secret ballot by
the employees of the employer proposing such plan,
in the manner prescribed by subsection three of
section eighteen.
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1239 (2) Authorized Variations. Whenever an em-

ployer’s proposed exemption plan includes any
variation expressly authorized but less liberal to
some or all of his employees than the otherwise ap-
plicable provisions hereof, such a plan may be ap-
proved only in case the commissioner finds: (a)
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that the employer will under the plan finance bene-
fit payments at least equal, on the whole, to those
otherwise due from that employer’s account here-
under; (b ) that the plan makes eligible for benefits
at least those employees who would otherwise be
eligible for benefits from the employer’s account
hereunder; and (c) that the plan is, on the whole,
as beneficial to such employees in all other respects
as the plan otherwise applicable hereunder. Sub-
ject to the above finding and criteria, an exempted
employer’s plan may classify his employees accord-
ing to their wages and lengths of service, and may
provide for paying total unemployment benefits to
stated classes of such employees after a lengthened
waiting period not exceeding six weeks per year, and
at a lowered weekly benefit rate of not less than
forty per cent of full-time weekly wages, and sub-
ject to a reduced weekly maximum payment of not
less than eight dollars. Subject to the same find-
ing and criteria, any exempted plan may include
such further variations as are expressly authorized
in the several sections hereof to be made by ex-
empted employers. In case the commissioner finds
that a duly approved and exempted plan does not
in actual operation meet the above criteria, he shall
give the exempted employer an opportunity to
modify the plan accordingly. If the employer fails
to make suitable modifications in his plan within a

reasonable period the commissioner may, after ten
days’ notice and an opportunity to be heard, revoke
such employer’s exemption.
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(3) Special Funds and Reserves. Each exempted
employer shall, in lieu of maintaining an account
with the fund created under section four, contribute
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to a substitute unemployment benefit fund or re-
serve approved by the commissioner. The deposit
of an exempted employer’s contributions in a
separate trust fund, under a trust agreement made
a part of his plan and approved by the department,
shall constitute standard procedure for exempted
plans. The employer may designate as trustee any
trust company or bank having trust powers in the
commonwealth. The trustee shall invest the fund
only in the classes of securities enumerated in section
four, except as the commissioner may approve sup-
plementary or substitute investments affording ap-
proximately comparable safety and liquidity. The
commissioner may establish such other rules govern-
ing the conduct of such trust funds as he deems
necessary and reasonable under this chapter. In
lieu of contributing to such a trust fund, an exempted
employer may contribute to any form of unemploy-
ment benefit reserve duly approved in his exempted
plan. In permitting any given employer to create
such a reserve, the commissioner shall take into
account the employer’s employment record and
financial standing in recent years, and may require
such bond or other security as he may from time to
time deem necessary and sufficient to assure the
safe availability of such employer’s reserve for the
payment of benefits under his exempted plan.
Each exempted plan shall provide that not more than
the earnings of its fund or reserve shall be deducted
therefrom for any administrative expenses incurred
by the employer or trustee under such plan, and
that all net earnings of such fund or reserve shall
regularly be credited thereto.
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(4) State Supervision. The operation of each1312
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exempted employer’s plan shall be subject to in-
spection and investigation by the department at any
reasonable time. The department may require of
any exempted employer, or of any trustee holding
an unemployment benefit fund for an exempted
employer, such records, reports, audits and security
as the commissioner may deem necessary and rea-
sonable hereunder. Each exempted employer shall
comply with all the sections and provisions hereof,
except as his plan incorporates variations specifically
authorized in such sections and approved by the
commissioner. Subject to the provisions of this
section the commissioner shall approve the rules and
regulations of each exempted plan, and shall there-
after approve such reasonable modifications of a
plan as the employer may request. In case an
employer fails to carry out the provisions of his
exempted plan, or fails to furnish any records, re-
ports, audits or security duly required by the de-
partment, or otherwise fails to comply with the
applicable requirements hereof and of administra-
tive rules made pursuant thereto, the commissioner
shall first give the employer due warning and an

opportunity to correct such failure, and may then,
after ten days’ notice and an opportunity to be
heard, revoke such employer’s exemption.
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(s )'Revocation or Termination of Exemption. —ln
case an employer’s exemption is revoked under this
section, or in case an employer voluntarily termi-
nates his exemption, he shall at once pay to an ac-
count in the unemployment reserve fund that share
of his substitute fund or reserve which has been
financed by his contributions hereunder, including

any net earnings on such contributions and any
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such contributions due and unpaid; but there shall
be deducted from such payment any amount by
which the employer’s actual contributions under
his exempted plan have exceeded the contributions
which would otherwise have been required of him
under section three. The account of any employer
whose exemption has thus been terminated shall
henceforth be liable to pay to his employees the
benefits which may remain or thereafter become
due them, as if such employer had not been ex-
empted under this section; and the employer shall
thenceforth comply with all the requirements hereof
applicable to an employer contributing to the fund.
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(6) Establishment of Exemption. —An employer
contributing to an account in the unemployment
reserve fund, except an employer whose exemption
had been recently revoked, may at any time be ex-
empted by establishing a plan approved under this
section. The department shall in such case pay to
the employer for the purpose of his exempted plan
the amount then credited to his account with the
fund; and the existing benefit liability of such ac-
count shall be taken over by the employer’s sub-
stitute fund or reserve under provisions included in
his exempted plan and approved by the commis-
sioner.
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may be exempted by establishing a joint unemploy-
ment benefit plan duly approved by the com-
missioner as consistent with this section, under
which the employers jointly and severally agree to
pool their liability to pay benefits by contributing,
as if they constituted a single employer, to a single
trust fund under a trust agreement complying with
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1381 the above provisions of this section. At each con-
-1382 tribution date or for each contribution period under
1383 such joint plan all the several employers shall ac-
-1384 cordingly contribute at a uniform rate based on the
1385 fund’s reserve per employee. There shall be in-
-1386 eluded in each such plan suitable rules and regula-
-1387 tions approved by the commissioner and accepted
1388 by the several employers governing the conduct and
1389 dissolution of such joint exemption plan. No ex-
-1390 empted employer shall in any other manner pool
1391 or insure his liability to pay benefits under this
1392 section, and any violation of this provision by an
1393 employer shall automatically operate as arevocation
1394 of his exemption.

1395 SPECIAL EXCEPTIONS.

1396 Section 20. Any employer who has at least one
1397 year prior to the passage of this chapter established,
1398 and commenced contributions to a generally recog-
-1399 nized unemployment benefit plan, which has since
1400 been continuously in at least modified operation
1401 and under which benefits have become payable to
1402 his employees prior to the passage hereof, shall be
1403 entirely exempted from every other requirement
1404 hereof for a period not exceeding five years from
1405 and after its passage, provided such employer files
1406 with the commissioner a written application for
1407 such exemption on or before the date when contri-
-1408 butions first begin to accrue under section three, and
1409 provided the commissioner finds that the employer’s
1410 plan makes eligible for unemployment benefits at
1411 least a majority of those employees who would be-

-1412 come eligible for benefits from such employer under
1413 the otherwise applicable provisions hereof. An ex-
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1414 emption duly granted by the commissioner under
1415 the present section shall not be forfeited within the
1416 above specified five-year period unless the unem-
-1417 ployment benefit plan in question is wholly aban-
-1418 doned by the employer prior to the expiration of
1419 such period. At any time prior to such expiration
1420 an employer exempted under this section may elect
1421 to comply with the general requirements hereof or to
1422 become exempted under a plan approved in accord-
-1423 ance with section nineteen. Five years from and
1424 after the passage hereof every exemption granted
1425 hereunder shall automatically terminate.

1426 TAX EXEMPTIONS.

1427 Section 21 . Contributions made by employers to
1428 the unemployment reserve fund in accordance with
1429 the provisions of section four, or to special funds
1430 under section nineteen, or to trust funds established
1431 under section eighteen, subsection four, shall be
1432 deductible from business income required to be re-
-1433 turned under chapter sixty-two, and shall also be
1434 deductible in computing net income of any corpo-
-1435 ration under chapter sixty-three. No such contri-
-1436 buttons shall be subject to any other tax imposed
1437 under authority of the commonwealth.

1438 PENALTIES.

1439 Section 22. Whoever willfully makes a false
1440 statement or representation for the purpose of
1441 obtaining any benefit or payment under the pro-
-1442 visions hereof, either for himself or for another, or
1443 for the purpose of reducing contributions required
1444 hereunder, and whoever willfully fails or refuses
1445 to pay any such contribution, shall forfeit a
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1446 sum not less than one hundred dollars nor more
than five hundred dollars for each offence. Any
employer who shall make a deduction from the
wages or salary of any employee to pay any portion
of the contribution which such employer is required
to make, or who shall attempt by coercion or
threats to induce any of his employees to make
contributions under section eighteen, shall be pun-
ished by a fine of not less than one hundred dollars
nor more than five hundred dollars or by imprison-
ment for a period not exceeding six months, or
both. If such employer is a corporation, the presi-
dent, secretary and treasurer, or officers exercising
corresponding functions, shall each be subject to
the penalties aforesaid. An act, misrepresentation,
failure or refusal constituting a violation under this
section shall be considered a separate offence as to
every employee or purported employee on whose
behalf or against whose interest such violation may
have been committed.

1447
1448
1449
1450
1451
1452
1453
1454
1455
1456
1457
1458
1459
1460
1461
1462
1463
1464
1465

Section 23. Any violation of the provisions hereof
not specified in the preceding section and not cov-

ered by the provisions of existing laws shall be
punished by a fine of not less than fifty dollars
nor more than two hundred dollars or by imprison-
ment for not more than ninety days, or by both
such fine and imprisonment.

1466
1467
1468
1469
1470
1471
1472

1473 SEPARABILITY.

1474 Section 24- If any provision of this chapter is

1475 held invalid or inapplicable to particular persons or
1476 conditions, the remainder thereof or the application
1477 of any provision to other persons and conditions
1478 shall not be construed as affected thereby.
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In the Year On© Thousand Nine Hundred and Thirty-Three.

Resolve providing for an Investigation regarding the
Nature, Extent and Efficiency of Existing Local and
State-aided Vocational Training Facilities and the
Possibility of their Enlargement and Adaptation to the
Retraining of Unemployed Adults.

1 Resolved, That the department of education and
2 the department of labor and industries, acting
3 jointly, are hereby authorized and directed to in-
-4 vestigate existing courses and facilities for vocational
5 training as established and maintained by the cities
6 and towns of the commonwealth with or without
7 state aid, especially the nature and purposes of the
8 instruction now given, the amounts expended there-
-9 for and the effectiveness thereof, with a view to de-

-10 termining how far such courses and facilities can be
11 applied to the further training of adults who may
12 become unemployed. They shall give especial at-
-13 tention to the possibility of utilizing or adapting the
14 present courses to the training of adults who may
15 have lost their employment, and shall consider to
16 what extent additional courses and facilities appear
17 to be necessary to provide adequately for the train-
-18 ing of such persons in occupations other than those
19 in which they have previously been trained or en-
-20 gaged, and to facilitate their transfer to such new
21 occupations.

Ciic Commontoealtf) of B©assaclnisetts
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f

22 Said joint board shall also consider whether it
would be desirable that the general court should
advocate by a memorial to the congress, or other-
wise, such amendments to the federal laws relating
to vocational education and aid to the states from
the federal government in connection therewith as
may be necessary to authorize the expenditure of
federal funds in aid of the training of unemployed
adults in occupations other than those in which they
have formerly been engaged, as well as in those in
which they have previously been employed.

23
24
25
26
27
28
29
30
31
32
33 Said joint board may require such information

from other state departments and authorities and
from the appropriate authorities in the several cities
and towns as may be necessary in connection with the
investigation hereby authorized, and may hold hear-
ings in such cities and towns as may appear desirable.
It shall report to the general court its recommenda-
tions, with estimates of the probable expense to be
incurred by the cities and towns and the common-
wealth in pursuance thereof, together with drafts of
legislation necessary to carry such recommendations
into effect, by filing the same with the clerk of the
house of representatives on or before the thirty-first
day of December in the current year, and shall, at the
same time, file a copy thereof with the budget com-
missioner. For the purposes of this resolve said joint
board may expend from such appropriation as may
hereafter be made, such sums, not exceeding a total

34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

of thousand dollars, as the governor and51
council may approve.52
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HOW PRIVATE COMPANY UNEMPLOYMENT
BENEFIT AND EMPLOYMENT GUARANTY
PLANS HAVE STOOD THE TEST OF DE-
PRESSION.

The experience of twelve companies that had estab-
lished unemployment plans of some type prior to 1929
was studied by the Commission’s staff, with the assistance
of Miss Katharine Lewis of the department of economics
at Tufts College. The facts as given below cover con-
ditions in these companies down to July, 1932. Two of
the twelve were subsidiary or allied companies whose
plans corresponded in all important details with those
of their affiliates. There were, therefore, ten plans in
effect in these twelve concerns. These were the only
company plans of these types in this country known to
be operating before the depression began. 1

Of the ten plans, two had ceased to pay benefits at the
time of this study, one because of dissolution of the com-
pany. Three others could not be continued much longer,
only one being likely to last much beyond the current
year. Four companies had reduced the amounts paid in
benefits, including two of those in the preceding group,
while a fifth stated that a reduction was quite probable
in the near future. Only three plans had continued to
operate without important modifications. Evidently the
present depression has seriously reduced the effectiveness
of these voluntary company plans. The situation is, how-
ever, much better than it appears at first sight, for every
one of these plans continued to function without material
■change for more than a year after the depression began.

Appendix B.

1 See pp. 110-117.
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Summary of Changes in Company Plans during

Years 1930-31.
The paragraphs that follow do not attempt to describe

the details of the plans discussed. For these the reader
is referred to the two sources cited below.1 Only the
changes introduced since January 1, 1930, are described
here.

1. Reserve Plans

Changes: During 1925 the weekly benefit was limited
to $24 for employees with dependents and $lB for those
without. In February, 1931, the rate of benefits was
reduced. Benefits to those with dependents were re-
duced from 80 per cent of full-time wages to 70 per cent;
to those without dependents, from 60 per cent to 50 per
cent. It seemed probable in the spring of 1932 that
benefits could not be continued for more than a few
months. In consequence, the payment of benefits was
suspended between June 1 and October 1, 1932, by vote
of the employees, in order to insure the ability of the fund
to pay benefits through the winter of 1932-33.

Changes: No change had been made in this plan since
1922 until 1931. In that year, when the unemployment
fund wT as approaching exhaustion, the amount remaining
in the sick benefit fund was transferred to it, making it
possible to continue paying benefits for probably another
year or more.

Leeds & Northrup Company, Philadelphia, Pennsylvania.
Changes: The company has not contributed to the

fund since 1929 because it is their idea that the fund

Dennison Manufacturing Company, Framingham, Massa-
chusetts.

Dutchess Bleachery, Inc., Wappingers Falls, New York.

1 See Stewart, Bryce, “Unemployment Benefits in the United States,” pp. 371-460, 463-
558; and United States Bureau of Labor Statistics, Bulletin No. 544, “Unemployment

Benefit Plans in the United States, etc.,” pp. 1-54, 67-105.
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should be built up in good times to relieve the company
of the financial burden of contributing in times of de-
pression. By November, 1931, the effects of the de-
pression had become so severe that it was necessary to
reduce the rate of benefits to 40 per cent and 25 per cent
of full-time wages for employees with and without de-
pendents, respectively, in order to prolong the life of the
plan. At the present rate of payment the fund will
probably last only until June, 1932.

Changes: No change until June, 1931. In the latter
part of that month the benefit rate was reduced from the
original 80 per cent of full-time wages to 75 per cent.
The employees had previously voted to contribute 1 per
cent of their weekly wage at such time as the fund fell
below 15,000, and the foremen, although not included in
the plan, had offered to pay $1 a month each to the fund.
These provisions were put into effect in June, 1931. In
November and December, 1931, the company contributed
5 per cent of pay roll weekly instead of the 2 per cent
called for by the plan, and a gift was made to the fund
by an officer of the company. At the end of 1931 the
company found itself unable to continue contributions,
the fund was exhausted, despite the additional contribu-
tions, and the plan was abandoned temporarily.

Changes: The plan has been unchanged during the de-
pression, and the only change which is contemplated is a
possible reduction in the hours of work guaranteed to
75 per cent of full time, which would mean a guarantee
of 48 weeks of 37.5 hours in a year. If this change is
adopted it will not, however, go into effect until August,
1932.

Brown & Bailey Company, Philadelphia, Pennsylvania.

2. Full Wage Employment Guaranty Plans.
Procter & Gamble Company, Cincinnati, Ohio.
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Changes: Until early in 1931 there were no changes in
the plan because of the depression. In June, 1931, the
plan of paying 50 per cent of the weekly salary of the
worker-owners in cash, and crediting the other 50 per
cent on the books for an indefinite period, went into
effect. In October, 1931, as the depression continued, it
was found necessary to make further changes. Twenty
per cent of salaries was set up as a sinking fund to be
used as a reserve against operating losses. Also the
weekly payment of 50 per cent into the company was
changed to 80 per cent. In January, 1932, the plan was
changed again. The sinking fund was charged off to be
used to offset operating loss, and salaries were reduced
20 per cent for an indefinite period. On July 1, 1932,
it was decided to cancel the deferred salaries on the
books until some future time. Following the January
reduction of 20 per cent a further reduction of 20 per cent
has since been made, and it has been necessary to pass
the pay roll at least once. All changes have been voted
by the employees, and although the policy of 52 pay
checks a year has been affected, continuity of employ-
ment has remained unchanged.

Crocker-McElwain Company and Chemical Paper Manu-
facturing Company, Holyoke, Massachusetts.

Changes: The plan stood wdthout change until Feb-
ruary, 1931. In this month it was amended to guar-
antee 44 weeks of employment instead of 52, and to
guarantee 80-per cent of earnings instead of 100 per cent.
Again, in February, 1932, the plan was amended to
guarantee 50 per cent of full-time earnings for 44 weeks.
Thus the amount of employment guaranteed by the plan
has now been reduced to less than half of its original size.

Columbia Conserve Company, Indianapolis, Indiana.
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Changes; No changes have been made, and at the
present time the company contemplates no changes in its
plan. The amount in the “unemployment fund,” that
is, the treasury of the Mutual Benefit Association, is, at
the present time, $41,000. This is an amount sufficiently
large to pay unemployment wages for a long period to a
large number of employees.

Changes: Since the summer of 1930 this company has
been guaranteeing three and a half days’ employment in
each week. These guarantees have run from month to
month and are still being continued. There have been
no changes in the terms of the plan, but the company
contemplates introducing a new plan when business im-
proves. This new plan calls for contributions from the
employees and from the company to be put into a special
reserve fund which will act as a sort of saving fund for
the employee, as well as affording protection in time of
unemployment.

Changes: The plant was not operating for long periods
in 1929 and 1930. Up to March, 1931, they maintained
the guaranty of 25 per cent of wages to men and 20 per
cent of wages to women of the operating force. In
March, 1931, only a few workers were used at the plant,
and the payment of unemployment wages was stopped
entirely, since the company had spent for this purpose
all that they were willing to spend. After April, 1931,
the plant was not in operation at all, and the company
was dissolved at the end of 1931.

S. C. Johnson & Son, Inc., Racine, Wisconsin.

John A. Manning Paper Company, Inc., Troy, New York.

3. Non-Reserve Benefit Plans.

United Diamond Works, Inc., Newark, New Jersey.
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Summary of Experience op Ten Plans, 1930-31.
The changes described above may be summarized as

follows:

Ceased to pay benefits
Brown & Bailey Company (plan abandoned temporarily)
United Diamond Works (company dissolved).

Benefit funds nearing exhaustion:
Dennison Manufacturing Company 1 (benefits temporarily sus-

pended this year, June 1 to October 1).
Dutchess Bleachery.
Leeds & Northrup Company. l

Amount of benefit reduced:
Dennison Manufacturing Company (in accordance with stand-

ing provision in plan).
Columbia Conserve Company (in form of reduction in wages)
Crocker-McElwain Company and Chemical Paper Manufactur-

ing Company.
Leeds & Northrup Company.

Reduction of benefit probable in near future:
Procter & Gamble Company. 1

No modification of plan necessary down to date of this study (July,
1932) ;

John A. Manning Paper Company (and Behr-Manning Corpora-
tion) .

S. C. Johnson & Son.
Procter & Gamble Company.

Only four of the ten plans (Dennison, Dutchess, Leeds
& Northrup, and Brown & Bailey) were financed by the
establishment of unemployment reserve funds. These
did not stand the test of depression any better than the
plans without reserves. Their difficulties in every case
appear to have been due largely to the payment of bene-
fits in larger amounts for longer periods than the con-
dition of their reserves would warrant.

Conclusions.
1. Reserve Plans.

1 Appearing under more than one heading,
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On the other hand, examination of the facts shows
that contributions to their respective unemployment re-
serve funds averaging as much as 2 per cent of total pay
roll would have maintained three of the four intact at
the 1931 rate of benefits at least through 1932. The
Brown & Bailey plan, started as late as November, 1927,
did not accumulate a large enough reserve to carry through
1931 without extra contributions. The Dennison plan
could have weathered a depression much more severe
than this one has yet become, with annual contributions
averaging no more than one half of 1 per cent of pay
roll of covered employees over the whole life of the plan.
All four plans ran through more than a year of depression
(1930) without serious difficulty.

These statements become significant when the benefit
provisions of the four plans are compared with those in
the bill recommended by this Commission. As compared
with the terms of this bill, which calls for benefits at the
rate of half normal wages, or $lO a week, whichever is
lower, for a period not to exceed 10 weeks, after a four
weeks’ waiting period (with corresponding arrangements
for part-time unemployment), all four of these private
plans provided for larger amounts in benefits; all paid
benefits without a waiting period, or only a nominal one;
three set no specified maximum limit to the benefit period.

The Dennison plan paid 80 per cent of wages to laid-off
workers with dependents and 60 per cent to those without
until February, 1931, when a reduction to 70 per cent and
50 per cent, respectively, was put into effect. No waiting
period and no fixed maximum benefit period have been
established, and 90 per cent to 87 per cent of employees
have been covered in recent years.

The Dutchess Bleachery plan has paid half normal
earnings with certain adjustments for an unlimited num-
ber of weeks, has required a waiting period of only 13
hours, and has covered 75 per cent of its employees.

The plan of Leeds & Northrup paid 75 per cent of
normal earnings to laid-off workers with dependents and
50 per cent to those without until November, 1931, when
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1

these percentages were reduced to 40 per cent and 25 per
cent, respectively. It has required no waiting period,
but has set maximum benefit periods varying from 3 to
26 weeks, depending on length of service. About 73 per
cent to 83 per cent of all employees have been covered.

Brown & Bailey paid at first 80 per cent, then 75 per
cent of normal earnings until the abandonment of the
plan. No waiting period was required. No maximum
benefit period was specified. About 88 per cent of em-
ployees were covered.

Normal experience, of these companies with waiting
periods of varying lengths was not studied. It is fairly
evident, however, that companies able to carry on over
a year and more of depression with unlimited benefit
periods could maintain benefit periods of 10 weeks, with
a maximum benefit of $lO a week, without difficulty,
even though the proposed bill requires compensating some
employees whose dismissal does not bring them under
the voluntary plans at present. 1

It is not possible to tell whether the percentage of em-
ployees covered in these several plans is greater or smaller
than the percentage that would be covered under the
terms of our bill. Considering the limitations of such an
act, as described on pages 143-146, it seems probable
that not more than 80 per cent to 90 per cent of employees
would be covered and eligible in the average company at
any one time. If any of these plans covered fewer em-
ployees than would have been covered by an unemploy-
ment reserve law, the difference in drain on the reserve
funds is probably made up by greater generosity to those
who were covered.

Three of the companies studied had maintained for
some years a guaranty of full-time wages to a large per-

2. Full Wage Employment Guaranty Plans.

1 One of the difficulties in comparing these voluntary plans with the terms of the bill
posed by this Commission is found in the policy of some companies not to pay uneraploj-

ment benefits to employees who are dismissed withoutexpectation of futurere-employment,
even though the dismissal is not due to any faultof the employee. Under our bill these em-
ployees would receive benefits if otherwise eligible.
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centage of employees without maintaining any specific
reserve for this purpose. All three were able to continue
without modification down to the present.

Since 1923, the Procter & Gamble Company has guar-
anteed full-time earnings for 48 weeks to those workers
who are paid on an hourly basis, and who are members of
the Company’s profit-sharing plan. This represents about
70 per cent of its force.

The Columbia Conserve Company guaranteed a full-
time yearly salary to about 90 per cent of its workers
until early in 1931. Continuity of employment has not
been affected, but wages have been cut 40 per cent.

The Crocker-McElwain Company (including Chemical
Paper Manufacturing Company) guaranteed full-time
earnings to about two thirds of its working force (only
54 per cent in Chemical Paper Manufacturing Company
in 1929) down to February, 1931, when the guaranty was
reduced to 80 per cent of normal full-time earnings for
44 weeks. A further reduction, in February, 1932,
brought the guaranty down to only 50 per cent of normal
full time for 44 weeks. The plan covers only employees
with a five-year or more length of service.

Among the differences between these plans and the
four reserve plans are two of special importance. The
guaranty plans covered in each case a smaller percentage
of the company’s employees and paid in each case a
larger benefit, which was in fact not a benefit but a full
wage.

Like the reserve plans there was no waiting period ex-
cept in the Procter & Gamble plan, in which the four
weeks not included in the guaranty might be considered
in this light.

Under the terms of these plans as they stood in 1929
all of the companies were able to go through the year
and more of depression without essential change in plan.
Two of them had been through two and a half years
when inquiry -was made. There can be little doubt that
any of them could have stood up under a requirement
that half normal wages, but not exceeding $lO a week,
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should be paid to laid-off employees for not to exceed
10 weeks, even during a severe business depression.

Three companies maintained benefit plans paying a
percentage of normal full-time wages to laid-off employees
out of current earnings or surplus funds of the company,
without any specific reserve. None of these companies
provided benefits as generous as those of the two groups
just discussed or those of the bill proposed in this report.
(But see three and one half day guarantee of the Manning
companies described below.)

S. C. Johnson & Son pay unemployment benefits on a
sliding scale, depending on the earnings of the employee
and the number of days his unemployment continues,
but amounting in all cases to considerably less than half
of normal full-time earnings. A maximum benefit period
of 200 days has been established. This plan has con-
tinued to operate successfully through the depression. 1

The John A. Manning Paper Company (including Behr-
Manning Corporation) paid unemployment benefits up
to $9 a week, with a maximum benefit of $72 in any cal-
endar year, without a waiting period. Since the summer
of 1930 this company has been guaranteeing three and a
half days’ employment, which is more than half a six-
day week. This guaranty runs from month to month,
but had been continued down to date of this study. Em-
ployees covered have been 93 per cent to 94 per cent of
the total number.

The United Diamond Works paid unemployment bene-
fits without any formal plan. Usually the company paid
25 per cent of normal wages to men and 20 per cent to
women during shut-down periods, without definite pro-
vision as to waiting period and with no stipulated maxi-

mum benefit period. All employees were covered. The
company was shut down for long periods during 1929

3. Non-Reserve Benefit Plans.

1 Percentage of employees covered not given. A letter from the S. C. Johnson Company,

dated August 9, 1932, states that the benefit plan of this companyis to be changed to meet
the requirements of the unemployment reserve act recently adopted in Wisconsin, to be-
come effective in July, 1933.
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and 1930, but was able to continue paying benefits at
the above rates until March, 1931, when the payment of
benefits was discontinued. The plant shut down in-
definitely after April, 1931, and the company was dis-
solved at the end of that year.

While comparison of these plans with the terms of our
bill is difficult, and necessarily very inexact, there seems
little doubt that they could have paid a maximum of $lO
a week to unemployed workers for periods not exceeding
10 weeks, even in years of severe depression. All three
stood the heavy drains of a year and more of depression
with benefit periods either unlimited or far exceeding the
benefit period of our bill. Two of them had been through
more than two years of depression when we received our
latest information about them. Even the company
which was liquidated was able to continue benefit pay-
ments almost to the end of its period of operation.

Joint Agreement Employee Contributory Plans and

the Present Depression.

The eleven joint agreement plans 1 have stood the test
of depression less successfully than the company plans.
They differ widely in detail, and generalization about
them is impossible at most points. Our investigator
sums up their recent experience as follows:

“Thus, of the eleven joint agreement plans, three have
been abandoned, two are temporarily inoperative, three
are not likely to last through the present year, one is an
emergency plan, and two, although they will probably
continue to operate for some time, offer inadequate com-
pensation for the serious, prolonged unemployment of a
cyclical depression.”

All these plans have been in effect in sharply seasonal
industries. They are too diverse in detail to be com-
parable among themselves or with other types of benefit
plans. Nevertheless, certain features stand out.

1. Benefit periods tend to be less than 10 weeks.
1 Bryce Stewart (op. cit.) describes 18 joint plans. Only 11 were studied by our investi-

gator.
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2. Benefit payments are either in the nature of wage
guarantees which cannot be long maintained, or are less
than half normal wages, or are fixed at a stipulated sum
which would in fact amount to less than half the wages of
a large percentage of workers.

3. Total annual contributions in five out of six plans
which state them in terms of pay roll amount to more
than 2 per cent.

It is impossible to draw any conclusion as to the ability
of the companies concerned with these plans to pay bene-
fits at a $lO a week maximum for 10 weeks. Most of
them are small, as compared with those in the company
plan groups. Engaged in highly seasonal industries, they
have in most cases apparently accepted sharp seasonal
changes in pay roll as inevitable, and have adopted
benefit or guaranty plans, partly under union pressure,
wholly or mainly to meet seasonal unemployment.

Modifications have been made, or supplementary
measures resorted to, in some of the plans during the last
year or two, with the intention of giving relief during de-
pression. In some of the companies, notably several lace
companies, the union members who alone are covered by
the plan are only a comparatively small percentage of
the total number of employees.
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