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The rise and fall of
persistent unemployment

• . * this Nation will notcountenancethesuffer. insufficient to createenoughjobs to lower unem-
ing, frustration and injustice of unemploy- ployment to some acceptablelevel (unless held
ment,or let the vast potential of the world’s abovethat level by structuralrigidities)~2 Unem-
leading economyrun to wa3te in idle man- ploymentis frictional if it representsthe minimum
power, silent machinery,and emptyplants.’ level thatcanbeachievedin view of thetemporary

—JohnF. Kennedy movementof workersfrom job to job.
Structural and demandshortageunemployment

In recentyearsunemploymentin the American merit discussionbecauseof differentpolicy 1mph-
economy has reached such a magnitude that it cationsassociatedwith them.3 If presenthigh Un-
hasbeena point of seriousconcernto many.Why employmentratesstem from a shortageof total
shouldtherenot be, it is frequentlyasked,an ade- demandfor goodsandservices in the U.S. econ-
quatenumberand type of jobs for all personswho omy (demandshortage),then the remedywould
seek employment in a prosperousnation? Why be to augment total demand.This can be done
haveunemploymentrates,for example,beenabove through traditional monetaryand fiscal stabiliza-
4 percent in 12 of the 16 yearssince 1948? tion policies, for example,by an enlargementof

Thesequestionseludesimpleanswers.A major the money supply, or by reducingtax rates. If,
difficulty is that thereare so many types,classifi- however,the problem is structural,suchstabiliza.
cations,anddefinitionsof unemployment,and that tion actions (or remedies)may not be enoughto
they frequently overlap when it comes to actual “solve” the problem.From the structuralists’view-
measurement.But althougha recentpaperprepared point, such things as manpower retraining pro-
for the Joint Economic Committee of Congress gramsand expansionof vocationaleducationare
lists some 70 different unemploymentterms and also needed.
classifications,typesof unemploymentcan be, in In the currentperiod of “watchful waiting” to
general,listed under three headings.Unemploy. appraisethe effects of tax reduction on the econ-
ment is structural if joblessnessappearsfairly omy, two leading questionsof observersare: Can
permanentbecauseunemployedworkers lack the 2 The Council of Economic Advisors regarded a 4 per cent
necessary skills, locations, race, sex, etc., to fill unemployment rate as temporarily ‘acceptable.” Economic

available job openings. Unemployment can be Report of the President, 1964, p. 169.
labeleddemandshortageif total expendituresare 8 The relative importance of frictional unemployment isnot at issue. The concept ralevant hero is that of a floor

below which the unemployment rate cannot fall and not
‘Economic Report of th. President, 962, p. 3. that of a source of recent qains in unemployment.
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expansion of total demandthrough the tax cut ment averaged5.6 per cent of the civilian labor
lower unemploymentto an acceptablelevel? If force.Otherrecessionsoccurredduring 1953-1954,
not, has the importanceof structuralunemploy- 1957-1958,and1960-1961,sendingunemployment
ment beenunderestimatedor the potency of the to successivemonthly peaksof 6.0 per cent, 7.4
tax cut overestimated?Althoughsomepreliminary per cent, and 6.9 per cent. During eachof these
information is now availableuponwhich to assess threerecessions,averageunemploymentadvanced.
post.taxcut economicdevelopments(the informa- Until the current businessexpansion, cyclical
tion also containsresults not directly attributable average unemployment rates stood higher after
to the tax cut), definite answersto thesequestions each recovery. Unemploymentaveraged3.8 per
are not now andmayneverbe possibleevenwhen cent of thecivilian labor force from 1949to 1953
more information becomesavailable.This, as pre. (the Korean conflict boom), 4.4 per cent in the
viously indicated,is principally becauseclassifica. 1954-1957expansion,and almost6 per cent dur-
tions and definitions overlap. Certain partial an- ing the 1958-1960 expansion. This trend now
swers,nevertheless,canbe identified, appearsto be halted.Unemploymenthasaveraged

5.8 percent in thecurrentexpansion—downfrom
Recent unemployment rates 5.9 per cent to the 1958-1960 recovery.Although

Since 1948 four businesscycleshaveoccurred theunemploymentratewas5.1 percent in August,
in the United States.The behaviorof seasonally it was 4.9 percent in July—thelowest rate since
adjustedunemploymentratesduring thesecycles, February 1960, and before that, since October
andovertheentireperiodfrom 1948to July 1964, 1957.
is shown in Chart 1 whereit may beobservedthat In the past businessrecoverytendedto reduce
unemploymentrates moved in fairly close step average unemployment rates from recessionary
with over-all businessdevelopments.In 1948, on levels as did the recoveriesfollowing the 1948-
the tail of considerableprice inflation, a recession 1949 and 1953-1954recessions.The 1958-1960
developed.In the summerof 1949 unemployment business expansion, however, failed to reduce
rose substantiallydriving the seasonallyadjusted averageunemploymentrates; and a troublesome
unemploymentrate to 7.6 per cent in October. dimensionwas then addedto the unemployment
Throughout the 1948-1949recession,unemploy- problem, namely, its persistencein the face of

Chart 1—Unemployment rates, July 1948 to July 1964 (seasonally adlusted in percents)
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economic expansion.But this development,too,
appearsto havereverseditself. The averageunem~
ploymentrateof 5.8 percent in the currentrecov-
ery is down 0.2 per cent from the 1960-1961re-
cessionaryaverage.

In sum, the over-all picturefollowing the 1958
recessionwasfirst markedby incompleterecovery
in the labor market. This was followed soon by
anotherrecessionand anotherupturn in unem-
ployment. At no other time sinceWorld War II
was there such sustainedhigh unemploymentas
waswitnessedbetween1958 and 1961. Thesede-
velopmentsnow appearto be receding.The cycli-
cal average unemployment rate in the current
economicexpansion is now slightly below both
the 1960-1961recessionaryrateandthe 1958-1960
recovery rate.

Locating structural unemployment

The Departmentof Labor publishesnumerous
statisticsconcerningthe nation’s labor force. In-
cludedare variousbreakdownsof total unemploy-
ment,by age,area, time, etc.4 Thesebreakdowns
of total unemploymentpermit the location of per-
sistently high unemploymentrates in particular
labor force groupsandtherebyprovide the basis
for tentatively locating structural unemployment
in the labor force (seebox page11). The vulner-
ability of selectedgroups to structuralunemploy-
ment in the United Statesmay be observedfrom
Chart 2.

By age.

The most vulnerablegroup appearsto be teen-
agers.Thenumberof teenagersin recentyearshas
increasedgreatlybecauseof themarkedrisein the
birth ratefollowing World War II. Unemployment

~ When unemployment is broken down on the basis of these
characteristics there still is no information available on the
strenqfh of labor force attachment of these groups. While
not directly a problem of measurinq unemployment, the
strenqth of labor force attachment may be important for
policy considerations. If some of these groups are fringe
workers, their inclusion in structural unemployment may be
incorrect. Another problem is thnt labor force attachment
typically increases cyclically during economic expansions and
decreases cyclically during economic contractions.

ratesof tecna~ed males (thepictureis very similar
for teenagedgirls) haveremainedhigh despitein-
sistentpressuresof economicexpansion.So far in
1964, the unemploymentrate of teenagedmales
has averaged15.3 per cent—down from 15.5 per
cent in 1963. Unemploymentratesamongnonfarm

Chart 2—The vulnerability of selected groups
to structural unemployment, 1959 to 1964*

(annual average unemployment rates)
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laborersandconstructionworkers havedeclined sarily providehim with a job, or if it does,he may
in both 1962 and 1963. only displaceanotherworker if his unemployment

wasdemandshortage.Therefore,to theextentthat
By area. the length of unemploymentin weeksreflectsthe
Since 1957, in major U.S. labor markets, the

number of distressedareaswith “relatively sub-
stantial unemployment”hasincreased,both in pe. TABLE 1—POCKETSOF UNEMPLOYMENT IN
nodsof contraction(1958and 1961) andexpan- MAJOR U.S. LABOR MARKETS’
sion (1957, 1960, and 1964). But the rate of j~~’Aprfl May Feb. June

1957 19582 1960 1961’ 1964
increasein periodsof expansionhas subsided.In Total labor markets 149 149 149 150’ 50’
July 1957 a total of 24 areashadsubstantiallabor Per cent of labor market

surplus. By May 1960 this statistic stood at 35 unemployed:
6.0 to 8.9 16 46 28 60 32

labor marketsor 46 percenthigher. In June1964 9.0 to 11.9 7 21 3 19 3

a total of 37 areashad substantiallabor surplus 12.0 or more I II 4 10 2

for a much smallergain of 6 percent from May
1960. Surplus labor markets 24 78 35 89 37

1 A major labor market consists of a central city or cities
By time, and the surrounding territory within a reasonable cômmut-
A worker unemployedfor over six months is inq distance. It is an economically integrated, primarily

urban, geographic unit within which workers may readilyoften included in a category called “hard core” change lobs without changing their place of resklence.

unemployment.Thiscategoryis especiallyimport- Major labor market areas usually have at least one central
dty with a population of 50,000 or more. These areas ac-ant from a welfarestandpointfor its existencemay count for nearly 70 per cent of the nation’s total nonagricul-

signal the initiation of extended unemployment tural wage and salary workers.

insurancebenefits and improved training pro- 2 Quarterly average figures.
3 Not completely comparable with earlier periods because

grams.In 1953 therewere fewer hardcore unem- of changes in the definition of labor markets.
ployed than in any otherpost-1948year.As may Source: Bimonthly Summary of Labor Market Develop.

be observedfrom Chart 3, in that year hardcore ments in Major Areas and Ar.. Labor Market Trends.

unemploymentaccountedfor not quite oneunem-
ployed worker in 20. But beginning in 1953 the fact that adjustmentsin the laborforce havebeen
numberof hard core unemployedbeganto drift slowed by considerablerigidity it can serveas a
persistentlyupward until 1962. At that time two convenientsummaryof recenttrendsin structural
signs appeared,although they may be only cy. unemployment.
dlical, to indicatea reversalof direction: (1) the Like hardcoreunemployment,the averagenum-
increasein hard coreunemploymentthat occurred her of weeksa worker was unemployedbetween
in the 1960.1961recessionwas less than its two jobs reachedits low point in 1953—theterminal
predecessors;and (2) hard core unemployment yearof the Korean conflict and of the 1949-1953
decreasedas a percentageof total unemployment economicexpansion.By 1957, the end of the next
over a period of two years. periodof expansion,theaveragedurationwasover

The duration of unemployment—thelength of ten weeks—upovertwo weeksfrom the 1953 low.
the current period of unemploymentin weeks— With the onset of the 1960-1961 recession,the
reflects both structuraland demandshortageun- averageduration had increasedover two weeks
employment.To illustrate:an iron ore miner may from 1957. But 1963 brought a change.In that
be structurally unemployedbecausehe lacksskills year averagedurationwasup but oneweek (hard
that mesh with available job openings. On the core unemploymentas a per cent of total unem-
other hand, retraining the miner may not neces- ploymentdeclinedabsolutely)from 1960to record
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a decelerationin the increasesthat had occurred persistentunernpluyiiient” (roughly a 6 per cent
in thepast two recoveries, or higherunemploymentrate),or if they havelow

incomesand seriousunderemployment.The pro.
Mitigating structural unemployment: gram is carried on primarily through loans and
three programs grants and worker retraining programs in local

Action against structural unemploymenthas communities.During fiscal year 1963, a total of
beeninitiated in severalwaysby the federalgov- $126 million of loans and grantswere approved
ernment.Threeprogramsdeservespecialmention: underthe programalong with 306retrainingproj-
the Area RedevelopmentAct of 1961, the Man- ectscovering13,314peoplein 180 redevelopment
power Developmentand Training Act of 1962, areas.’
and the Economic OpportunityAct of 1964. The The Manpower Developmentand Training Act
Area RedevelopmentAct enablesthe federalgov- is broaderin scopethan the AreaRedevelopment
ernmentto cooperatewith statesand local groups
to plan and financea programaimedat economic U.S., Area Redevelopment Administration, Annual Re-port, Economic Growth in American Communities, 1963,
developmentif they either have“substantialand p. 30.
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Act for it appliesto any part of the country, not Departmentof Labor. The numberof areaswith
just areaswith unemploymentrates above some pocketsof substantialunemploymentin the Ninth
minimum. Its purposeis to provide unemployed district at selecteddatesmay be observedfrom
persons whose skills havebecome obsoletewith Table2.
retraining in skills that can fill available job Va- Minneapolis-St. Paul and Duluth-Superiorare
cancies.Unler the Act occupationaltrendresearch the only majorlabor marketsin the Ninth district.
is carriedoutin order to projectwhich skills will Oneor both of theseareasexperiencedunemploy.
be in demand. Since its implementationnearly ment ratesabove6 per cent on eachdate shown
70 percentof the individualswho havecompleted in Table2. The numberof smallerlabor areasin
retrainingprogramsfound employment,nearly all the Ninth district with substantiallabor surplus
in training-relatedjobs, shortly after the comple- has increasedsince 1957. As in the nation, this
tion of their training. State employment service
agenciesaccountedfor abouteight outof everyten
job placementsamong thesetrainees. TABLE 2—POCKETSOF UNEMPLOYMENT IN

Another program to reducestructural unem- NINTH DISTRICT LABOR MARKETS
ployment is the EconomicOpportunityAct (popu. Labor markets

with 6 per cent or July April May Feb. Junelarly, the Anti-Poverty bill) signed by President more unemployed 1957 19581 1960 19611 1964

JohnsonAugust20. The law providesfor the crea- Major I 2 I I I

tion of a job corpsfor youth betweenthe agesof Smaller’ I 6 5 9 6
16 and21 whetherornottheyhavecompletedhigh Very small’ n.a. n.a. n.e. n.e. 43

school.Thisprovisionthuscreatesan organization Total Ninth district 2 8 6 (0 50
similar to the old Civilian ConservationCorps ‘Quarterly average figures.

(CCC) operativein theGreatDepressionwith two 2 A work force of at least 15,000 and estimated nonagri-

notable differences: (1) training centerswill be cultural wage and salaryemployment of at least 8,000.

establishedin rural as well as urbanareas,and ‘A work forceof less than 15.000.n.a. not available.
(2) both women as well as men will be eligible to Source: Bimonthly Summary of Labor Market Develop.

attend.The Act providesfor a work-trainingpro. ments in Major Areas and Area Labor Market Trends.

gram to provide part-time jobs to high school
youngstersto keepthem in schoolor to help them

rateof advancehasdiminished.Whereasthenurn-get back in school if they left due to a lack of
her of smaller labor marketsin the district withmoney.Anotherprovision aimsat providing jobs
substantialunemploymentincreasedby four from

for needycollege students. Assistancewill cover
both undergraduateand graduatestudents. Yet July 1957 to May 1960, it increasedbut one from
anotherprovisionwill grant federalaid to numer- May 1960 to June1964. In June1964 the Ninth

district had 43 very small labor areaswith sub-
ous programsof community or private nonprofit
organizationsthatpromiseto aid illiterates or to stantialunemployment.

Thewithdrawalof an industryoften leadsto a
offer jobs to needypersons(thosewith family in-
comesof $3,000a year or less, or individual in- buildup of excessunemploymentin a small labor
comesof $1,500 a yearor less). market.For example,as a result of a changedur-

ing the winter of 1963 in the loading of iron ore,
Ninth district picture 200 peoplewere laid off in onenortheasternMin-

nesotacommunity.6 In this communityunemploy-
Bases for generalizationson localized uneni-

ployment for the Ninth district can be compiled a The Minnesota Department of Employment Security re-
from state by state data publishedby the U.S. quested that the name of this community not be released.
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ment rosefrom an annualaverageof 410 workers —jobswhich very likely demandedextensivetrain-
in 1962 to 590 in 1963 driving unemployment ing and skill.
ratesfrom 7.8percent to 13.0 percent. To elimi- Vacanciesvaried considerablyby occupation.
nate its localized unemployment,community lead- In general, the vacancy rate tendedto increase
ersundertookimmediateaction to helpthemselves with the level of skill required.For example,while
and to seekhelp elsewhere.Themayor of the city the survey coveredthe employmentof 127 chemi-
requestedthat on the basis of “substantial and cal engineers,vacancieswereavailablefor the em-
persistent unemployment” the area be declared ployment of nine more. In contrast,while 1,007
distressedunderprovisionsof theArea Redevelop- employedtelephoneoperatorswere reportedin the
ment Act (previouslyit had beendeclareda dis. study, openingsexistedfor only two more.
tressedarea on the ground of low income). His The labor market in Minneapolis and St. Paul
requestwasgrantedandthe countyreceiveda loan is notsaturated.Employmentgainscanstill occur,
to developa recreationalfacility and a grant to andthebulk of thesewill bemet by growth in the
investigate the feasibility of bringing in other labor force.Almost 15 per centmoreworkerswill
industry. An IndustrialDevelopmentCouncil was be required in thefirms cooperatingin the survey
establishedby local citizens and $100,000was by 1965; and almost one-thirdmoreby 1968 to
raisedto attractindustryto the area. In mid-1964 replaceretiring workers, to fill the available job
a new industry beganoperations.It will provide vacanciesat the time of the survey, and to allow
employment for 100 people, 16 of whom were for anticipatedbusinessexpansion.
trainedunderprovisionsof the Manpower Devel-
opmentandTraining Act. While thisexamplemay
not be “typical,” it does illustrate how vigorous TABLE 3J0B5 AND JOB VACANCIES IN
action can curb a buildup of localized unemploy. METROPOLITAN MINNEAPOLIS AND ST. PAUL,
ment. 1963

Informationon the numberof vacantjobsin the Em- Workers Needed

Ninth district for which a suitable applicantcan- ployment Vacancies 1963-65 1965-68

not be found is not available.A cursoryglance, ~ and 37704 565 6,634 7,094

however, at the help wantedpageof metropolitan Clerical and sales 38,998 371 5,688 8(79

newspapersexemplifies the enigma of local job- Skilled, semi-skilled
- . . - ~. - - arid service 34,6(0 181 4079 4,818lessnesswitn jon vacanciesin tne ~\mntnaistrict. _____ _____

A skill survey conductedby the Minnesota Dc- Total 111,312 1,117 16,401 20,091

partment of Employment Security, by providing Source: Minnesota Department 0f Employment Security,

information on the extent and location of man- Researchand Planning Section, Twin Cities Skill Survey,

powershortagesin the Minneapolis-St.Paulmetro- 1964.

politan area, illustrates unemployment amid va-
cant jobsin oneNinth district area.

7 Demand shortage and the tax cut
Theuninflatednumberof job vacanciesreported Adequatedemand froni the buying public for

in the skill survey amountedto 1,117 in 1963, as goodsandservicescansparkan economyjust like
shown in Table 3. Meanwhile, the unemployment a good set of sparkplugscan rev an automobile
rateaveraged3.5 per cent in the Minneapolis-St. engineto greaterspeedand power. Demand,if it
Paul area.One-halfof all reportedjob vacancies can be controlled,constitutesa powerful lever to
occurredin professionalandkindredoccupations alterproductionand employment.The usc of this

lever is complicatedbecausemany diversegroups
~Research arid Planniriq Section. Minnesota Department - -

of Employment Security, Twin Cities Skill Survey, 1964. (individuals,corporations,stateand local govern-
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ments, as well as the federal government)make consumptionexpendituresadvanced$6.0 billion
expendituresfor goodsand services. Unlike the while personalsavingadvanced$5.9billion. Thus,
training necessaryto curb structural unemploy- aboutone-halfof the total gain in disposableper-
ment,which requiresa relativelylengthy periodof sonal income was spent for consumption— far
time, total demand in an economy can be in- below the 93 per cent rate that characterizedthe
creasedquickly to mitigate demandshortageun- last few years.The reduction,however,doesnot
employment.Walter W. Heller, Chairman of the warrantaconclusionthat the 93 percentratewill
President’sCouncil of EconomicAdvisors, attrib- be altered in the near future. At least one study
uted the bulk of recentunemploymentto a short- indicatesthat the percentageof personalincome
ageof aggregatedemand. expendedon consumptionwill not return imme-

diately to earlier levels in responseto changed
When one looks behind these figures [unesnploy- income.9ment] to get a graspof the economicconditionsthat Regrettably,comprehensiveinformation on die-

producedthem, the most notable difference between posablepersonalincome and its division between
the pre-1957and post-1957 periods is found in the
strengthof marketdemand.In the first postwardcc- consumptionexpendituresand savingis not avail-
ade,marketswere strong.Backlogsof consumerde- ablefor the Ninth district. However, someindica-
mand had to be worked off. The demandsof the tion of post-taxcutdevelopmentsin thedistrictcan
Korean conflict had to be met. Outmodedplant and be derived from figures on nonfarmpersonalin-
equipmenthad to be replacedor modernized,and comebeforetaxesand on total retail sales.
capacityhad to be enlarged.

But 1957 markeda watershed.In the ensuingpe- Agricultural income in the district, becauseit
nod,demandhasslackenedat a time whenour labor fluctuateswidely, tendsto maskthe “true” impact
forcegrowthhasbeenaccelerating.- ~8 of the tax cut on district personalincome.Hence,

total personalincomeafter deductionof farm in-
The$11.5billion tax cut effectiveMarch5 repre. come— so callednonfarmincome— is the better

sentsan attemptto boostemploymentby elimnina- measure.Nonfarm personalincomeincreased1.3
tion of this allegeddemandinadequacy.The cen- per cent in the district from Februaryto June
tral idea is that if consumptionexpendituresin- 1964. In 1963the similar statisticwas1.4percent
creasedfrom an enlargedspendableincome,pre- while in 1962 it was1.7 percent. Nonfarmpersonal
viously unusedresourcesof capitalandmanpower income in the district has thus increasedless in
would beavailableto producethegoodsnecessary thetimeperiodafterenactmentof the tax cut than
to meetthenewdemand, in thesimilar timeperiodthe lasttwo years.Upon

comparingthe district to the nation,nonfarmper-
Post-tax cut developments sonal incomeincreased0.7 percentmorerapidly

Sinceenactmentof the tax cut enoughtime has in the nation thanin the district from Februaryto
elapsedto providethreemonthsof statisticalin- June1963.This differencewasreducedto 0.5 per
formation on its probableimpact. This informa- centin 1964.
tion, although preliminary and hence subject to Percentagegainsin district retail sales,contrary
revision,forms a basis for tentativeappraisalof to personalincome,haveexceededU.S. gainssince
its economiceffects, enactmentof the tax cut. This is all the moresur-

Disposable personal income advanced $11.9 prising since,dueto a declinein farm incomesuf-
billion from the first to the secondquarters of ficiently large to offset much of thegain in non-

1964— the largestquarterly gain ever recorded.
In responseto this unprecedentedgain, personal 9 Milton Friedman, A Theoryof the Consumpflon Function,

a study by the National Bureau of Economic Research

8 Economic Report of the President, (964, p. 170. (Princeton, N. J.: Princeton University Press), (957.
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farm income,total personalincomein the district million in August— up 3.5 million from F’ebru-
has increasedonly 0.8 per cent from Februaryto ary. The numberof joblessworkers declinedover
June.From February to April 1964, total retail 150,000 in August following a July decline of
salesin the Ninth district increasedabout19 per 900,000.In Augusttherewereabout300,000fewer
centcomparedto a nationalgain of 13 percent. If unemployedcivilian Americans than in August
total retail sales,therefore,mirror total consump- 1963.
tion expenditures reasonablyaccurately, Ninth Ninth district employmenthas increasedsince
district residentshavespenta largershareof their February.Nonagriculturalemploymentin thedig-
slightly enlargedpersonalincomesthan U.S. resi- tnict increasedtwiceas rapidly in the periodfrom
dents, Februaryto July1964asin the similartimeperiod

Civilian employment in the United Stateshas lastyear. The largestpercentagegain in district
advancedsteadilysince enactmentof the tax cut employmentoccurredin services.
with the notableexceptionof a decline from July It is one thingto point out that substantialeco-
to August. Total civilian employmentwas at 71.5 nomic gains haveoccurredsince the tax cut be-

cameeffective, and quite anotherto separatethat
part of the total gain directly attributableto the
measure.Cursory statisticalevidence,however,is
availablethat indicatesthe tax cut has probably
stimulatedthe district andU.S. economies.At the
national level, disposablepersonalincomerecord-
ed its largestquarterly gain from March to June.
In responseto this record gain, consumptionex-
pendituresswelled. Informationon time laborforce
in July pointsto further reductionsin the number
unemployed.In the Ninth district, retail sales,
nonfarmpersonalincome,andemploymentin non-
agricultural establishmentshave advancedsince

February.

Summary

A partial listing of labor force measuresthat
haveimprovedin the current expansionincludes:
a cyclical averageunemploymentratelower in the
current recoverythan in either the last recession
or recovery; a civilian unemploymentrate lower
in July thanany monthsinceFebruary1960,and
beforethat, sinceOctober1957;a deceleratedrate
of increasein localized unemployment;and the
prospectof declines in hard core unemployment
— if it declinesin 1964 as preliminary informa-
tion portends— for threeconsecutiveyears.Per-
sistentunemploymentthusappearsto be receding
underthe insistentpressuresof economicexpan-
sion-

Why measurementof
structuralunemploymentis difficult

Structural unemployment does not lend itself to direct
end accurate measurement. It is a summary concept of
theoretical nature end somewhat void of empirical con-
tent. Some of the reasons for the difficultyof measure-
ment are:

Changes in an industry may hay, effects in areas
removed from the site of innovation. For example,
a plant in Mississippi may automate and deterio-
rate the markotinq position of other firms that
could not automate. In this case the technological
chanqe took place in Mississippi but a good part
of the resulting unemployment may occur in other
areas.
Displacement caused by changes in the composi-
tion of labor demand may be neutralized by ex-
pansion in other areas of the economy. Here, the
measurement of structural unemployment would
involve the rates of labor displacement in declin-
ing sectors, the rates of qrowth in expanding in-
dustries, and the ease with which workers change
jobs.
it is difficult to differentiat, between structural
unemployment and cyclical shifts in the demand
for labor especially when the economy is rebound-
ing from recession, At any time part of what ap-
pears to be structural unemployment could dis-
appear under the impetus of sustained growth in
the economy.
For these reasons and others, structural unemploy-

ment is most often measured by associating it with
unemployment In particular subgroupinqs of the labor
force that tend to persist above the average labor
force rate (assuminq stability in the composition of
labor demand). Viewed in this way, only a feeling for
the extent and location of structural unemployment is
obtained.



Localized unemployment increasesin the dis- The tax cut, in colijunctiozi with other measures
trict havebeenretardedin the current recovery, specifically aimed at attackingthe structural Un-
While theextentof job openings,amid unemnploy- employmentproblem, emphasizedthat the assault
ment, in theNinth district is not known, evidence againstthe rise of persistentunemploymentin the
from a skill survey of metropolitanMinneapolis national economyfrom 1958 to 1961 may have
and St. Paulexemplifies its occurrence.Nonagri- prompted its fall. Information on Ninth district

cultural employment in the district advancedat employmentalso indicatesimprovement.
twice its 1963 ratein 1964. —RzcmuuwF. BUDOLFSON

conditions...

Ninth district businessactivity since mid-year some areas.Paradoxically, the drouth areasthis
has been moderatelybrisk. Nonagricultural em- yearwerelocatedmostly in theeasternareasof the
ploymenthas increased,particularly in construc. district ratherthanin thewest.WesternWisconsin
tion and in manufacturingfirms producingdur- and many southeasternand central Minnesota
able products.Unemploymentis not quite ashigh countieswereparticularly hard hit.
as a year earlier. The districtserieson bankdebits Generally,wheatandother small grainproduc.
and departmentstoresaleshas recordedgains in tion hasbeenvery good with North Dakotaand
recentweeks. Montana, respectively,reporting the secondand

The index of the industrial use of electrical third bestwheatcrops in the past tenyears.Pro-
poweradvancedsharplyin Junewith a further in- duction of late cropssuch as corn and soybeans
creaseregisteredfor July, thus indicating a gen. havebeen reducedby drouth. Pasturesand late
eral expansion in district industrial output. Im- feed crops were in unsatisfactory condition in
proveinent in this season’sshipmentsof iron ore manyparts of thedistrict in late August.
from Lake Superiorports has helpedboost eco- Lower wheat pricesreceived by farmers in re-

nomic activity in the iron ore producing regions cent monthswasan important factor in reducing
of thenortheasternNinth district. cash farm incomes early this summer. This oc-

Current 1964 agricultural output prospectsap- curred as adjustmentto the newmethod of wheat
pearreasonablygood in spite of severedrouth in supportstook place. In fact, lower cashfarm in-
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comesduring thefirst half of 1964justaboutoffset DISTRICT CASH FARM RECEIPTS, JANUARY-JUNE
personalincomegainsin the nonagriculturalparts 1963 1964 % change

of the district economy. (millions) 1963 to 1964
Minnesota

District banking developmentssince mid-year Crops $ 157 $ 185 + IS

includeda fairly heavyoutflow of demanddeposits Livestock 522 530 + 2
in July followedby a morenormaltrendin August. Total 679 715 + 5
The usualmid-summerslump in loan demandwas Montana

observed,with total bankinvestmentportfoliosde- Crops 72 68 — 6

dining at somewhataboveseasonalratesfor the Livestock 52 50 — 4

monthof July. Datafor Augustindicatedsomere- Total 124 118 — 5
versal of this trend as loan demandstrengthened North Dakota

anddepositsincreased.Largecity bankscontinued ~o1,s 166 103 — 38
Livestock 88 83 — 5

to be purchasersrather than sellers of federal Total 254 187 -— 27

fundsin July andAugust. Borrowingsat theFed-
South Dakotaeral Reservebank havecontinuednominal since Crops 52 57 + JO

mid-year. Livestock 234 228 — 3

Total 286 285 0

The following selectedtopics describeparticular Ni~thDstrict* 457 424 — 7
aspectsof the di.strict’s current economicscene: Livestock i,018 LOIS 0

Total 1,474 443 — 3

Cash farm receipts United States

fall behind 1963 pace ~ops 5,642 5,808 + 3
Livestock 9,584 9,555 0

Cash receipts from the marketing of district Total 15,226 15,363 + I
farm output during the first six months of this ~IncIudes26 counties in Wisconsin and Uppør Michgan.

year fell behindthe paceset in 1963.As indicated
in the table, total district farni receipts,as esti- Theexplanationfor the reducedcrop receiptsin
matedby the U.S. Departmentof Agriculture, for the westerndistrict stateslies primarily in the re-
that period were 3 percent undera yearearlier. duction in wheatpricedue to the transitionto the
All of thedeficit is dueto a declinein cropreceipts new wheat program in July. The averagefarm
while livestock receiptswerevirtually unchanged. price receivedfor all wheatdroppedconsistently

The only district stateto show improvementin in all district statesduring the first six monthsof
terms of half-year cashfarm receiptswas Minne- 1964. In North Dakotathe averageprice received
sota. In thatstatetheJanuary-Junetotal exceeded fell from $2.03perbushelin Januaryto $1.58in
the 1963figureby 5percent, reflectingan increase June.The Januaryto Junecomparisonin Mon-
in bothcropand livestock receipts.An increasein tanareflecteda 54 centdropfrom $1.91per bushel
crop receiptsin SouthDakotawasoffsetby a drop to $1-37perbushel.
in livestock receipts resulting in a total about Soybeanpricesalso tendedto weaken through.
equalto that for the first half of 1963. out the period. Minnesota farmers received an

Both cropand livestock receiptsweredown for averageof $2.60perbushelin Januaryand$2.33
the first half-year in Montanaas comparedwith in June.A similar declinein soybeanpricesaffect-
1963. In North Dakotathe impact of much lower edSouthDakotafarmers.Cornprices,on the other
crop receiptsreducedthe total figure 28 per cent hand, tended to improve during the first few
below last year. monthsof 1964only to level off in May andJune.
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Comparingfarm priceswith thoseof 1963:soy- from the very slight increasesof prior Julys.
beanpriceswerehigherthanthoseof a yearearlier Investmentportfoliosheld by districtbanksalso
during the first four months,but fell below 1963 declined at above seasonalrates during July.
in May andJune.Cornpriceswere typically high. Whereasthe averagedecline in investmenthold-
er than year earlier levelsthroughoutthe first half ings during the month in preceding years was
of the year,while wheatpricesweregenerallyun- almost imperceptible,the dropthis year amounted
der year ago leveLs, to $14 million. Again, as in the caseof outstand-

Beef cattle priceswere under those of a year ing loans, the decline in securitiesholdings at
earlier during the entire period andmoved quite country banksaccountedfor mostof the district’s
irregularly. Someprice strength was evident in investmentcontraction— the $5 million contra-
cattle pricesat the mid-yearpoint except for calf seasonaldeclinethis July standingin contrastto
priceswhich exhibiteda downwardtrendthrough- the usual$7 million advance.As a result of higher
out the period. Hog prices, while generally below than averagereductionsin bothoutstandingloans
thoseof a year earlier, strengthenedconsiderably and investments,total credit at district banks fell
through the spring monthsof this year. $30 million duringJuly, comparedto a $24million

drop last July, and a $6 million averagecontrac-

Bank loans undergo $16 million drop tio. banks suffered unusuallyheavydeposit

The usual mid-summer slump in outstanding losses during July as daily averagedepositsfell
loans at district memberbankswas again in evi- $122 million from the level at the end of the pre.
denceduring July. The $16 million drop in the cedingmonth. This was nearly twice as greatas
current July, ending five consecutivemonths of the $63 million depositoutflow in July 1963.An
loan expansion, was somewhat larger than the above seasonalcontractionin gross demandde-
usual July declineof $5 million. Loansat country posits explains the entire drop in total deposits
banks were down $15 million comparedto the becausetime depositscontinuedto grow at season-
average$7 million drop for the period. This ac- al rates.Deposit losseswere threetimes as great
countedfor mostof the reductionwithin the dis- at city banksasat countrybanks,butcountrybank
trict. The virtually unchangedlevel of outstanding depositsalso fell at considerablyaboveseasonal
loansat city bankswas not significantly different rates,
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