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SECTION I
"AGGREGATE DEMAND" VS. Y"STRUCTURAL" UNEMPLOYMENT
Introduction

After World War II there was a great fear of large-scale
unemployment, such as that prior to the war. It was for this
reason that the Employment Act of 1946 was passed. The federal
government promised monetary and fiscal policies which would
encourage full employment. But after the war, pent-up demand in
the form of consumer purchasing power and government spending
for foreign aid and defense caused inflation and full employment
up to the late 1940's. Before and after the Korean War, there
were minor recessions, but they did not last long. Following
the 1953-1954 recession, the economy had relative prosperity and
price stability.

During the period 1946 to 1955 there were spells of
unemployment, such as in 1949 and in 1954, but they were not
severe and could not be taken seriously, considering the coun-
try's relative prosperity. The unemployment problem seemed to
be severe only for those who were affected by it. In the first
decade after World War II, the major problem for policy makers
seemed to be "creeping inflation" and how to cope with it.

However, in 1957, conditions changed. Unemployment

started up from the average of 4.2% for the 1947-1957 post-war



decade. The growth of the Gross National Product declined, and
prices stabilized. 1In 1958 unemployment went up to 6.8%, and

1 Because of rising unemployment,

stayed above 5.5% until 1964.
two programs were instituted: the Temporary Unemployment Com-
pensation Act of 1958; and the Temporary Extended Unemployment
Compensation Act of 1961. These two acts were a start to help
rectify the hardships of unemployment, but more basic measures
were needed. This was the start of the concern over "creeping
unemployment" rather than "creeping inflation.”

Economists had two different explanations for the increas-
ing rates of unemployment; one emphasized a lack of aggregate
demand while the other emphasized increased structural unemploy-
ment. It should be stressed that these two forms of unemploy-
ment are not mutually exclusive. Probably, they are both respon-
sible in varyiné degrees for the unemployment in the American
economy during this period. 1In 1961, the Joint Economic Com-
mittee held hearings to determine what were the causes of the
increased unemployment. These hearings stimulated debate among
economists as to the cause of increased unemployment. As back-
ground information for the Joint Economic Committee hearings,
James W. Knowles and Edward D. Kalacheck presented a committee

staff paper arguing that a lack of aggregate demand was the

11969 Economic Report of the President (Washington,
D.C.: U.S. Government Printing Office, 1969), p. 255.




major cause for the increase in unemployment.2 This paper is
considered a definitive work on the topic of "aggregate demand"
unemployment. It also sexrved as the catalyst for economists to
present their views before the Joint Economic Committee, and will
be discussed here to show the position of the "inadequate demand"
argument.

The points made in papers by Eleanor Gilpatrick; Harold
Demsetz, and C. C. Killingsworth will be discussed here to show
the position of the structuralist argument.3'4'5 Killingsworth
is the most noted proponent of the "Structuralist" position.

According to the proponents of inadequate demand, a slow
growth rate, relative to the average growth rate since 1920, has
resulted in insufficient job creation for new workers entering
the labor force. 1In any dynamic economy, all factors of produc-
tion show increases; working population, the stock of capital,
and the technical efficiency of production. However, if the
aggregate demand for goods and services does not grow fast

enough, then demand will be too small to provide employment for

25ubcommittee on Economic Statistics of the Joint Eco-
nomic Committee, Higher Unemployment Rates, 1957-1960: Struc-
tural Transformation or Inadequate Demand (Washington, D.C.:
U.S. Government Printing Office, 1961).

3Eleanor G. Gilpatrick, Structural Unemployment and
Aggregate Demand (Baltimore: The Johns Hopkins Press, 1965).

4Harold Demsetz, "Structural Unemployment: A Reconsid-
eration of the Evidence and the Theory," Journal of Law and
Economics," 4 (October, 1961l), 80-92.

5Arthur M. Ross, Employment Policy and the Labor Market
(Berkeley: University of California Press, 1965), p. 241.




the incremental increases in the work force, Examples of this
situation occur during recessions. Advocates of this cause of
unemployment recommend that monetary and fiscal policies be used
to stimulate aggregate demand.

The "structural transformation theory" discounts the
lack of aggregate demand as a major cause of increased unemploy-
ment in the late 1950's and early 1960's. Instead the increased
unemployment is attributed to the constant restructuring of the
American economy. This "restructuring" may be due to techno-
logical innovation, large-scale shifts from manufacturing to
service industries, or the regional effects of a change in
demand. These factors result in a mismatch between workers and
jobs. Special government programs will be necessary to combat
structural unemployment.

The purpose of this paper is to review the literature
concerning these two arguments, commenting on both of them, and
recommending policies which can be used to combat "structural"

and "inadequate demand" unemployment.
Types of Unemployment

Disagreement over the causes of unemployment existed for
many years, partly because of the lack of proper definitions for
the various types of unemployment. Eleanor Gilpatrick's article,

"On the Classification of Unemployment: A View of the



Structural-Inadequate Demand Debate," helps clarify the defini-
tions issue.®

Full employment, according to Gilpatrick, is reached
when the total labor force is utilized at stable price levels.
This concept is complicated when it is broadened to include;
imperfect markets, specialized labor and capital, lack of
information, and a time lag in any adjustment process that does
occur. It is this lack of instantaneous adjustment which results
in the different types of unemployment; frictional, cyclical,
growth-gap, and structural.

Frictional unemployment involves voluntary unemployment,
irregular unemployment, seasonal unemployment, and business
turnover. It has been argued by some that the frictional level
of unemployment is independent of the level of demand. Some
research has indicated that at high levels of aggregate demand
frictional unemployment does decline, but at the cost of price
instability. Cyclical unemployment refers to the short run lack
of aggregate demand in a given business cycle. Growth gap unem-
ployment refers to the long run gap at cyclical peaks, which is
a function of the spread between the rate of change of the labor
force and the rate of change of output. It should be noted most
economists feel that both cyclical and growth gap unemployment

can be cured by an increasing level of aggregate demand.

6Eleanor Gilpatrick, "On the Classification of Unemploy-
ment: A View of the Structural-Inadequate Demand Debate,"
Industrial and Labor Relations Review, XIX (January, 1966),
201-222,




A comparison of "inadequate demand" to "structural"

unemployment

Structural unemployment occurs due to such factors as
the changes in location of industries, technological innovation,
and the shift from manufacturing to service industries. For the
discussion of "aggregate demand" versus "structure" unemployment
it is important not to confuse the various compositions of fric-
tional and structural unemployment, which we have outlined.

In 1961, the Joint Economic Committee held hearings to
determine the cause of unemployment for the previocus four years.
The hearings concluded that the principal cause was a lack of
aggregate demand for the economy. Previously in the 1961 Eco-

nomic Report of the President, the Council of Economic Advisors
7

came to the same conclusion. Various types of "full employ-
ment" gap analysis were presented to show each American family
lost about $500 in income due to the unemployment in 1960,
Arthur Okun estimates that up to $200 billion was lost, given an
assumed "full employment" economy of 4% unemployment from 1958-
1963.%

R. A. Gordon's study on structural unemployment was

similar to the Council's in the method used.9 Gordon uses the

71961 Economic Report of the President (Washington,
D.C.: U.S. Government Printing Office, 1961).

BArthur M. Okun (ed.), The Battle Against Unemployment
(New York: W. W. Nortom & Co., Inc., 1965), p. 22.

9R. A. Gordon, "Has Structural Unemployment Worsened?"
Industrial Relations, III (May, 1964), 53-77.




"common-sense" approach which states that increases in struc-
tural unemployment can be proved by determining a relative
increase in the proportion of unemployment for a specific cate-
gory of unemployed. Gordon concludes that there has been no

increase in the rate of structural unemployment.

Gordon set up a formula %i = gi. Let U and L stand for
unemployment and labor force, respectively, and let the sub-
script i represent a particular sector of the labor force when
classified in a particular way. This formula says that the ratio
of the unemployment rate in one sector to the over-all unemploy-
ment rate, weighted by that sector's fraction of the contribution
to total labor force, is equal to that sector's total unemploy-
ment. Gordon then studies changes over time in the structure of
unemployment for unweighted relative differential rates or the
proportional contributions to total unemployment of the different
sectors. Gordon divides the labor force into subgroups, which
are then compared over periods of time. Categories for analysis
include; youths, first job applicants, blue collar workers, long
térm unemployed, and those with varying degrees of education.
Through these analysis, it is possible to seek out relative
changes in unemployment rates for the various groups studied.

Gordon cites an example to show a possible increase in
the relative importance of structural unemployment. In 1953
blue-collar workers accounted for about 56% of total unemployment,
but for only 40% of the total work force. Thus; gi—%i = ,56 -

.40 = ,12, With the definition given above, the relative



structural unemployment component of blue-collar unemployment
declined rather than increased over the deczde. Gordon used this
method to determine relative changes in structural unemployment
for the various categories previously mentioned.

Studies of the individual categories indicated that in
the early 1960's youths began to incur an increased share of the

10 But prior to this tims, there was no

unemployment rate.
increase in the rate for all of the 1950's. One thesis of the
structural unemployment argument states that blue-collar and
semi-skilled workers have come to consist of a larger percentage

11 Over a

of the total unemployed. This has not been the case.
succession of business cycles since 1953, the national unemploy-
ment rate hés shown a persistent rise, but the blue-collar per-
centage contribution to total unemployed has declined signifi-
cantly. This trend continued through 1963. White-collar
workers also had a relative decrease in the percentage contribu-
tion to total unemployment from 1948 to 1956. After that time
white-collar workers in 1962 made up a significantly larger
ffaction of the total unemployment from 1948 to 1956, a year of
approximately full employment.

One part of the structural unemployment thesis is upheld
by Gordon's research. Unemployment rates for the poorly educated

have risen relatively since 1950. However, if the undereducated

group is divided in two classifications; 1-7 years of school

10y,54., p. 59. lypia., p. 63.




and 8-12 years of school, it is found that unemployment rates
for those with 8-12 years of schooling increased to a greater
extent. However, since 1957, the relative importance of unem-
ployment for these groups is not increasing to the degree that
it was before. Any changes since 1957 have not really been tco
striking.

Gordon concludes from his study that there has not been
a relative increase in the structural unemployment problem.
However, in Richard G. Lipsey's analysis of Gordon's article the
point is made that, while the figures are interesting, they do
not conclusively establish Gordon's conclusion that structural
unemployment has not risen, or that the major cause of increased
unemployment is a lack of aggregate demand. "It would, indeed,
be surprising if so involved a controversy as the one concerning
'structural' versus 'deficient-demand' theories could be settled
by such a simple calculation without any theoretical work to
derive predictions. Unfortunately this cannot be done."12

Another very important study, with conclusions similar
to Gordon's, was carried out by two staff members for the Joint
Economic Committee, James W. Knowles and Edward D. Kalacheck.
Their study involved a rather comprehensive evaluation of struc-
tural unemployment, although there was very little comparison c=Z

"structural" unemployment to "aggregate-demand" unemployment.

The study paper concludes;

lzRoss, p. 241,
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The evidence adverse to the structural transformation
theory confirms the contentions of the aggregate demand
theory. Indications of inadequate demand are present in a
host of economic time series. Real gross national product
increased at a considerably slower rate in 1957-1960 than
in 1948-1957, though the growth of productive capacity did
not slow, and in fact probably accelerated. The low level
of nonfarm job openings and of the help-wanted index in
1959-1960 testify to the inadequate availability of jobs.
Unemployment rose among workers attached to every occupa-
tional and industrial group. The rise in unemployment was
particularly sharp among inexperienced workers, the group
subject to the fewest wage and mobility constraints. The
absence of any unusual concentration of unemployment in
1957-1960, studies of interindustry mobility, and the high
level of geographic mobility shown by the Census survey--
all of these factors indicate that if an adequate number of
jobs had been available, workers would have sought them
out, regigdless of their geographic or industrial concen-
tration.

One of the major criticisms made of the Knowles and
Kalacheck study is their method.of trying to prove the causes
for the large jump in unemploymenﬁ in 1957-1958. This they did
by evaluating the "structural transformation hypothesis," but
not the "aggregate-demand hypothesis."

Comparisons were made for the 1920's and the 1950's.
This was done since it was assumed these periods were similar
periods of prosperity. During the 1930's and the 1940's a depres-
sion and a war made comparisons difficult. However, Lipsey feels
that the "relevant comparison is between structural factors in
the period 1958-1960 and the immediate preceding period. Unfor-
tunately, at many critical points the report lapses into com-
parisons with the 1920's. Such comparisons are completely

irrelevant and, should there have been considerable structural

13Subcommittee on Economic Statistics, p. 79.
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unemployment in the 1920's, the comparisons could be downright
misleading."l4
There are several other factors which have not been
considered. Lowell E. Gallaway discusses the possibility that
the labor market in the United States is failing to perform its
role as an allocator of resources. This may come about in two
different ways; (1) a failure of the labor market to adjust the
general price of labor relative to other factor prices so as to
clear the market of labor, or (2) an inability on the part of the
labor market to shift workers from one sector of the labor mar-
ket to another.15
While Gallaway concludes that the "structural" argument
is not applicabie to the unemployment problem of the late 1950's,
he does feel that there has been a breakdown in the market's
ability to allocate resources. This conclusion should be clar-
ified. The labor market can be an efficient allocator of labor
between regicnal sectors of the labor market. For any given
geographic region with chronically depressed industries, there
seems to be a reduction in the "in migration," while at the same
time "out migration" continues on at the normal rate. The net

effect is a labor "out-migration" from the areas of chronically

depressed industries.

14Ross, p. 236.

153Lowell E. Gallaway, "Labor Mobility, Resource Alloca-
tion, and Structural Unemployment," American Economic Review,
LIII (September, 1963), 694.
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However, Gallaway is not as optimistié concerning the
ability of workers to move between different labor markets.
Educational barriers to jobs cause a great reduction in the
mobility of workers into the growing segments of our economy.
This may be due to the long lag time needed to educate people
for highly technical or professional jobs. Another reason for
hampered mobility is that unions cause a severe block. Due to
their monopoly power over the labor source, it is possible to
drive up wages at little cost to union employment.

. « » unions practice restriction in the labor market in
order to protect their wage gains, and as a result the
level of employment is reduced in the union sector. The
impact of this is to shift workers from the union to the
nonunion sector with a resultant depression of nonunion
wage rates. Since the four sectors which have benefited
most from the increasing dispersion of industrial wage rates
over the period 1948-1960 represent the strongest centers
of unionism in the United States, while the two sectors
which have suffered such sizable relative losses are among
the least unionized in the economy, the evidence developed
by our testing procedure strongly supports this traditional
theoretical argument. :

Most of the arguments for the "aggregate demand" thesis
have not questioned the "aggregate demand" thesis. Instead, they
have attacked the "structural" unemployment thesis. An example
of this would be Knowles and Kalacheck's study for the Joint
Economic Committee.

It is interesting to note that of the seventy pages

devoted to the designing and carrying out of tests between
structuralist and deficient demand theories, sixty nine

and a half are devoted to the structural transformation
hypothesis and only half of one page to the deficient-demand

161pid., p. 714.



13

hypothesis., The authors seem to reject the tenet that
empirical observation should be used to compare two theories
and te}% which of the two comes closer to the observed
facts.

"Structural" unemployment

A major proponent of the structuralist argument is Dr.

Charles C. Killingsworth.18 Over the three business cycles after
World War II, the average rate of unemployment gradually crept
up; in the 1948-1953 cycle the unemployment rate averaged 4.2%,
during the 1953-1957 cycle unemployment averaged 4.4%, and for
the 1957—1960 cycle unemployment increased dramatically to 5.9%.
The Council of Economic Advisors stated that this was due to the
lagging growth rate in the American economy. However, Killings-
worth feels that this is only part of the reason. Automation
causes ﬁhe labor market to become unbalanced through "twists"
in the patterns of demand. ©Skilled workers came into greater
demand, even though the average unemployment rate for all groups
increased. During the 1950's there was a rapid rise in employ-
ment for various industries, such as education and medical ser-
vices. Generally this is referred to as a shift from the
manufacturing to the service sector.

| A comparison of workers' education indicates that greater
emphasis is being put on education as a job requirement. This
"education" could also be expanded to include the highly skilled

journeymen positions requiring extensive training.

17g0ss, p. 234, 181pid., p. 242.
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Killingsworth presents figures for unemployment and

education in April 1950 and March 1962. These figures are; 19
Percentage
Total years of school Unemployment Rates Change
completed 1950 1962 1950 to 1962
0 to 7 8.4 9.7 + 9.5
8 6.6 7:5 +13:6
9 to 11 6.9 7.8 +13.8
12 4.6 4.8 + 4.3
13 to 15 4.1 4.0 - 2.4
16 or more 2.2 1.4 -36.4

The most important figure to observe is the large decrease in
unemployment for college graduates. This had resulted in a
greater labor market "twist" in demand for labor than the change
in supply. This argument is similar to the findings of Gallaway,
previously discussed. Demand is pulling in people at the top,
while squeezing the poorly educated workers out at the bottom.
The prcblem of the poorly educated workers may be even
worse than these figures indicate. Due to the lack of jobs,
many of the poorly educated are permanently leaving the work
force since they have become frustrated. As for policy recom-
mendations, Killingsworth agreed with the "aggregate-demand"
theorists in the early 1960's that a tax cut could help to reduce
unemployment, but not to the 4% level predicted by the Council

of Economic Advisers.

19Hearings Before the Subcommittee on Employment and
Manpower of the Committee on Labor and Public Welfare, U.S.
Senate, 88th Congress, The Nation's Manpower Revolution (Wash-
ington: U.S. Government Printing Office, 1963), p. 1l476.




15

Employment for the poorly educatea is not as responsive
to demand as that for the highly educated. The result will be a -
growing "reserve army"” of unemployed among these poorly educated.
Killingsworth concludes that bottlenecks will develop far above
the 4% level predicted by the Council of Economic Advisers. The
result will be unwanted inflation.

It is for these reasons that Killingsworth feels invest-
ment in plant and equipment, without a corresponding increase in
the investment in people, will create a rising surplus of unem-
ployed, poorly educated, workers. Some éort of training will be
necessary to properly qualify the poorly educated for jobs.' In.
1962, the Manpower Development and Training Act, the first such
training program, was passed to help reduce the problem of
uneducated and untrained workers.

For a summary of Killingsworth's argument, the main
peoint is that any increase in demand will come up against bot-
tlenecks due to severe shortages of workers in key positions.
Lack of enough educated workers may cause difficulty in bringing
down high unemployment rates, without an uhacceptable_level of
price instability. A study of previous unemployment rates, as
compared to degrees of price inflation in this country, will

indicate the problem.20

This trade-off problem has been referred
to as the "Phillips Curve."

Richard G. Lipsey presents an analysis of the structural

0Please refer to the chart on page 90 indicating the
wage-unemployment relationship in the United States, 1954-1968.
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21 Lipsey assumes that there is a

argument in graphical form.
floor and a ceiling on growth in the business cycle. The level
of unemployment is divided into two parts; structural and fric-
tional. 1In a period of inflation and high levels of aggregate
demand, need for skilled workers increases. However, there is a
limited supply of such workers, and bottlenecks can be expected
to occur. At high levels of aggregate demand, only a limited
amount of unskilled workers will be hired since additional
skilled workers are unavailable. It is the contention of Lipsey
that this tendency towards structural unemployment is increas-
ing. Even if the level of aggregate demand remains relatively

constant, structural unemployment will increase. The relative

degree of its increase over the short run depends on the level

%
UNEMPLOYED
=)
STRUCTURAL AND
UNEMPLOYMENT
¢ TIME

EEETET Deficient demand unemployment

—_—— - Frictional unemployment

e Structural unemployment which has a floor of

the frictional unemployment rate (SS)

21Ross, p. 245.
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of aggregate demand. However, over the longer run, the trend of
structural unemployment is up.

Killingsworth argues that structural maladjustments
raise the floor for unemployment. This floor is not an absolute
minimum, since during periods of heavy inflation, structural
unemployment rises, and each successive boom encounters heavy
inflationary pressures at higher overall levels of unemployment.
Again unemployment will not fall as low as in previous booms,
because increments in demand will dissipate themselves, mainly
in price increases, sooner than in previous booms. This mecha-
nism should be sufficient to ensure that the minimum level of
unemployment will rise from boom to boom as SS rises.?2?

Deficient demand unemployment can lie above, or below,
the structural unemployment level, depending on the economic
conditions at the time. However, it is difficult to differ-
entiate between the two. Whenever aggregate demand falls, the
same groups are unemployed as would be the case if they were sub-
ject to structural unemployment. There could be a combination
of—the two in any degree, depending on economic conditions. It
is here that the tests proposed by various authors are used to
try to differentiate causes of the increased unemployment.

Lipsey concludes that the theories which "predict that
there is at present some higher level of structural unemployment

plus some deficient-demand unemployment are the most serious

2211id., pp. 245-246.
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contenders theoretically and the most difficult to test empiri-
cally. . . . the problem of testing between two sets of theories
seems to be more difficult than has sometimes been thought."23

Although it is wvery difficult to prove that there has
been an increase in the level of structural unemployment in the
United States, there are different rates of unemployment among
various groups in our society; such as the poor, the Blacks, and
those with lower levels of education. This seems to indicate
that there is at least some type of unemployment of a structural
nature. A combination of structural and aggregate-demand unem-
ployment in various degrees seems to be the cause of unempléy— .
ment.

It is this last hypothesis that Eleanor G. Gilpatrick

follows in her book, Structural Unemploymeht and Aggregate

Demand.24 The two kinds of unemployment causes can reinforce
each other or offset each other, depending on the particular
combinations of overall level of economic activity. In addition,
the unemployment categories themselves are not rigidly separated,
There is interaction among structural, fridtional, and "demand"
unemployment.25 If there were a program to train workers, it
would be of little consequence if there was not a high enough

level of aggregate demand to employ the retrained workers.

231pid., p. 255.

24Gilpatrick, Structural Unemployment and Aggregate

Demand.

231bid. , pe 14.
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Gilpatrick's study uses statistics up to 1965, so it is
possible to evaluaté some of the effects of the tax cut which
was instituted to bolster aggregate demand. She concludes that
there was evidence beginning in 1957 of an overall inadequacy in
demand relative to labor-force and productivity growth. Struc-
tural changes with respect to technology, composition of output,
and the location of industry reinforce these demand inadequa-
cies.?26

Structural unemployment comes about in the long run due
to the labor market "twists" that were discussed earlier. At
the same time, there are indications that the new technological
innovations have been strongly capital-saving. A conclusion of
Gilpatrick's study is that there is an intimate connection
between-structural change and demand unemployment.27

According to the structural thesis, the gradually
increasing levels of unemployment are caused by shifts in tech-
nology that result in poorly educated workers losing their jobs,
shifts in the composition of final demand from manufacturing
industries to the service sector, and the relocation of indus-
tries with the resultant loss of jobs for those workers left
behiﬁd. Dr. Gilpatrick evaluates these three reasons to deter-
mine the degrees of "structural" and "aggregate-demand" unemploy-
ment that are actually involved in each case.

A major problem with technological change is that the

27

261pid., p. 216. Ibid., p. 216.
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poorly educated workers are the first to become unemployed. The
rising and changing skill requirements make it difficult for
them to retrain to maintain their jobs. For the same reason,
they are the last to be rehired once they are laid off. The
changing occupational content of employment and the direction

of technological change has shifted skill requirements from
those that can be learned on-the-job to those which require

28 his reguires increased educational

intensive formal training.
levels to qualify for employment. 1In some cases, comprehensive
training may be given to undereducated workers, but it should bhe
stressed that this upgrades the work force for the benefit of
the individual worker, not the firm doing the hiring. High turn-
over rates among blue-collar workers makes widespread training,
on the part of management, seem doubtful. Private firms will
train the worker to the extent necessary to profitably employ
the worker. But this may not be at the highest level the worker
is capable of attaining with the proper education. The net
result of the lack of training on the part of management has been
to make changes in the educational requirements which result in
forcing those without them to face "structural" unemployment or
to leave the work force in despair.

It is possible that an increased level of demand would
not solve the unemployment problems created by technological

changes. "In those industries where productivity continues to

281pid., p. 154.
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outpace output, workers will have to find sufficient and suitable
jobs in industries where output outpaces productivity. Only
government seems to have performed strongly as a consistent
source of new employment."29'30

Technological change, in the form of automation, shows
signs of having provided conditions for a rise in structural
unemployment and seems to have affected the level of overall
demand through a reduction in unit capital requirements.31
These structural bottlenecks have resulted in a drag on demand.
Since there is also evidence that the new technology is strongly
capital-saving, a major conclusion is that there is an intimate’
connection between structural change and "demand" unemployment.32

The growth of the American industrial economy to a level
with more concentration on the service sector has resulted in
poorly educated workers losing their jobs. Automation has
reduced the need for unskilled jobs in the industrial sector of
the economy, while it has not been easy for the unemployed to
quickly change into different occupations in the service sector,
even though there may have been low skill entry requirements.

This can be an example of the ever-changing character of the U.S.

291pid., p. 55.

30Section IIT of this paper recommends the possible
expansion of the government sector as an "employer of last
resort."

31Gilpatrick, Structural Unemployment and Aggregate
Demand, p. 58.

321pia., p. 216.



22

economy .

The shift to the service sector has the effect of hold-
ing back demand. A study done at Cornell University concludes
that the goods-to-services shift in employment cost average
employee compensation in 1960 about $75 in real wages, for a
total output loss of about $4 billion.33 The value added in the
form of wage costs is less in the service sector than in the
manufacturing sector, as indicated by the wage rates for the
unskilled and semi-skilled who are the likely candidates for
unemﬁloyment. The industries which had declining employment
between 1953 and 1960 had average earnings above the aggregate
average. Examples could be coal mining or the railroads.

A third major cause of structural unemployment is due to
the migfation of industries out of a distressed area, and the
resultant lack of jobs for the remaining workers. In recent
decades this migratiqn trend has accelerated, with movements
generally from the North to the South or West. An example could
be the textile industry, which is moving from the northern
states to the South. Automation brings with it the demand to
build entire new modern plants which can be in any location. The
genefal tendency has been for the plants to move to new locations.

Plant migration is not the only reason for unemployment
in a given geographical region. A decline in demand for a spe-

cific good can result in the loss of jobs. This can come about

331pid., p. 62.
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due to foreign competition, a change in consumer tastes, compe-
titive market positions, or a reduction in raw materials for
mining areas. The decline in employment in the Appalachian coal
fields could be an example.

The net result of the three causes of structural unem-
ployment has been to develop a "hard core" of unemployed, that
no reasonable level of aggregate demand could employ. Methods
to combat this problem involve increasing the basic education of
the labor force, along with raising the standards of their usable
work skills. Mobility programs may be necessary for workers to
leave a region where there are no job opportunities for their
skills.

Unemployment levels can be reduced without wages or

prices being effected if the distribution and composition
of the labor skills changes through increasing mobility or
retraining. In other words, bottlenecks in labor skill
supplies can create partial wage inflations; if these
partial shortages are overcome, over-all wages need not

rise and unemployment can be reduced. Wage and price
changes need not always be related.34

Conclusion

The various theoretical arguments for the "structural-
ists" and "aggregate-demand" hypothesis have been presented,
along with conclusions as to the validity of each argument for
given economic conditions. These two arguments have validity,

but in varying degrees according to economic conditions. A high

341pid., p. 209.
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level of aggregate demand is needed, but structural problems
become greater ance unemployment rates fall close to 4%.

This information was put to good use when in 1964, with
the Council of Economic Advisors' urging, a tax cut was passed
which amounted to $11 billion. There can be little doubt that
the tax cut did have an impact on the unemployment rates. But
even a year after the tax cut had been on the books, the unem-
ployment rate had not reached the "interim rate" of 4%, "By the
end of 1965, it should have been evident. . . . that the demand
stimulus was not enough to reduce unemployment, without unaccept-
able inflationary consequences."35

Further demand stimulus did occur when the escalation of
the Vietnam War took place. Although this was not a conscious
fiscal policy decision, it did lead to inevitable, though not
planned, reprecussidns on the economy. Inflation rose to an
unacceptable level. From 1965-1968 the consumer price index rose
from 109.9 to 120.9, with a base of 100 in 1957-1959.36

The failure of the unemployment rates to fall below 4%
in 1965 did seem to substantiate the structuralists stand, at
least in part. This means that the conclusion of mofe manpower
training programs is perhaps the correct one, especially when
there is a high level of aggregate demand. Programs to upgrade

the education of the work force are needed to lower the levels of

351bid., p. viii.

361969 Economic Report of the President, p. 280.
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structural unemployment. Also mobility programs are necessary
to eliminate high levels of unemployment in certain geographic
regions. Government spending could be concentrated in a region
of high unemployment to accomplish the same objective that
mobility programs do. But retraining programs will be essential
in the long run. The problem of discrimination is important
also. The average income for a Negro with a high school educa-
tion is less than that of a White dropout. Some form of anti-
discrimination program will be necessary; involving both the
government and private individuals and groups.
For a comprehensive manpower training program, Dr.

Gilpatrick makes the rather standard recommendation that;

« « . a government supported training and retraining

program large enough to accommodate 1% of the labor force

annually be a permanent part of the federal manpower

program. As long as the trend of automation continues,

the composition of output goes on changing, and industry

continues to relocate, the problem of labor displacement

and skill blocks will continue.

The programs which can be used to decrease the level of

unemployment will be discussed in the next secticn, with particu-

lar emphasis on an evaluation of their present effectiveness.

37Gilpatrick, Structural Unemployment and Aggregate
Demand, p. 221.




SECTION II
MANPOWER TRAINING PROGRAMS
The Philosophy of Government Training

Government manpower training programs have as one of
their primary goals the improvement of the effectiveness with
which the labor market performs its allocative function. This
is a rather broad purpose for government training programs which
can be divided into goals for the individual and goals for
society.

For society these goals include;

1. The reduction of national unemployment rates and
welfare payments.

2. The increase in skills and productivity to fill
shortages, expand output, and combat inflationary
pressures.

3. Reduce poverty and related social ills for the
poor of this society. This is done by improving
the job opportunities of disadvantaged groups.

4. Making it possible for each person to receive the
optimal amount and kind of education, training, and
health care. '

For the individual this includes:

1. Reduction in the probability that he will be unem-
ployed, and if he does become unemployed, that the
period of unemployment will be of minimum duration.

2. Increase the individuals income by raising his
skill level and productivity. This helps in making
the distribution of income more equitable for the
underprivileged.

26
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For individuals to be trained, and the labor mzrket's
efficiency to be increased, it should be taken into ccasidera-
tion that at some stage in the business cycle enough Zobs are
created so that all who can handle them are employed. In 1969
the economy is in such a period, where in many parts cf the
country it is impossible to find people to £ill jobs that are
available. For the remaining people who can not obtain jobs,
even though they are willing to work, there has to be some type
of skill training. This may be no more than the simple prepara-
tion of an unskilled worker for a semi-skilled job through
training under government or private auspices either cn-the-job-
or in an institution. |

In dealing with the "hard-core" unemployed, scme type of
literacy and motivational training also becomes necessary. This
is especially important in the case of youths who have never
held a job and who have grown up in disadvantaéed areas. They
need to learn the skills of reading, arithmetic, and even how to
apply for a job.

General supportive services also may be needed for
particular groups. Services that could be included in this
category are not, and have not, been generally classified in the
category of manpower training. As more programs deal with the
"hard-core" unemployed, it has been noted that needs cf this type
should be included as part of the manpower-programs. EZxamples
could be cited such as day-care centers for children cor medical

manpower training programs for those with health problems. The
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government manpower training programs have evolved into more
than just providing training for a prospective member of the
labor force.

All of the major government programs involving manpower
training are listed below, but the major program has been the
Manpower Development and Training Act. This program involves
institutional training, on-the-job training, and experimental and
demonstration projects. Although this Act is only one of several
government programs to help in the retraining effort, it is one
of the first established and the one with the best available data
for the purposes of evaluation. Cost-benefit analysis has shown
that the MDTA training programs have been profitable for society,
even though some of the studies failed to take into consideration
all the social benefits gained from the training programs.

The first MDTA training programs dealt mainly with
reasonably well educated, but temporarily unemployed, workers
who had a long history in the labor force. However, as employ-
ment levels rose, the-quality of the trainees declined until now
many of the manpower training programs can be classified as anti-
poverty programs rather than solely retraining programs.

A distinction should be made between manpower training
programs and anti-poverty programs. A manpower training program
is designed for the upward mobility of all workers, regardless
of their present employment status. This may include the "hard-
core" unemployed, but is not exclusively for them. On the other

hand, "anti-poverty" programs are soclely for the "hard core"
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unemployed, and generally involve more than just work-skills
training such as in the manpower training programs.

The total manpower retraining effort by the federal
government has been summarized on the following chart. Rather
than discuss in detail all of the federally sponsored manpower
programs, the chart below indicated a brief summary of the pro-
grams, the agency which runs them, the level of operation at the
end of fiscal 1966, the 1967 appropriation, the services pro-
vided, the eligibility criteria, the state and local program
administrators or contractors, and the various allowances pro-
vided, if any. Since the Manpower Development and Training Act
is the oldest program, and has had the most written about it,
this program will be reviewed in greater detail than the others
in a later section. It should also be noted that the MDTA has
been in existence long enough to show the evolution of federal
manpower programs from the retraining of temporarily unemployed
workers to the education and training of "hard-core” unemploy-
ables.

Below is the summary of federally supported manpower

programs as they exist now. !

lsar A. Levitan and Garth L. Mangum, Making Sense of
Federal Manpower Policy (Detroit, Michigan: The Institute of
Labor and Industrial Relations, 1967), pp. 10-11.
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The Manpower Development and Training Act

Early history of the Manpower Development and Training Act

In 1960 the United States was hit by the third post-
Korean War recession. Combined with the increased unemployment
rate of 6% was a slowdown in the growth rate. From 1947 to 1957
the growth rate was 3.8%, but it fell by a third to 2.9% for the
next 8 years. Automation and technological change continued to
cost many workers their jobs. The auto industry alone lost an
estimated 130,000 jobs to automation from 1948—1958.2 The eco-
nomic recession, reduced growth rates, and automation caused
concentrated unemplovment not only in Appalachia, but in other
areas of the country as well.

.Proposals for government help to alleviate unemployment
in specific areas were started in 1955 when Senator Douglas
introducéd the first area redevelopment bill. 1In 1961 the Area
Redevelopment Act, now replaced by the Economic Redevelopment
Act, was passed by a bipartisan majority. The publicity attend-
ing this act created a favorable climate for the passage of the
Manpower Development and Training Act of 1962. Here again the
legislation received bipartisan support. This political honey-
moon continued until 1965, when at its peak the House voted 393

to 0 and the Senate 76 to 9 for renewal of the Act with

2Francis X. Gannon, "Men Out of Work," The Reference
Shelf (April 28, 1961), pp. 121-124.
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amendments.3

In 1961, 1962, or 1963 aggressive fiscal policies were
not yet politically salable, but manpower programs were.
Appeals that, for instance, manpower training would enable the
unskilled to compete more effectively for the few existing jobs,
or that it might be wise to tool up for possible future periods
of labor shortage, would have attracted little support. Combin-
ing the carrot and the stick, the suggestion of an easy solution
to unemployment through matching supposedly nearly equal numbers
of unemployed and job vacancies, and the fears of automation
gobbling up unskilled jobs and spawning only skilled ones, was
highly effective. It was this approach that made the manpower
programs politically possible.4

After 1965 the Act still had a great deal of support but
not the great majorities of the past. On the other hand, there
was no great commitment to the program on the part of Congress.
Although each year the provisions were liberalized, there was
not always more appropriations. This forced administrators to
choose between increased quality of course content or allowing
more people to be enrolled in them. |

“"Considering that the United States was the last developed

3Seymour L. Wolfbein, Education and Retraining for Full
Employment (New York: Columbia University Press, 1967), p. 6.

4Garth L. Mangum, "The Emergence of a National Manpower
Program," Toward A Manpower Policy, ed. Robert Aaron Gordon
(New York: John Wiley & Sons, Inc., 1967), p. 19.
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country in the Western world to adopt training and retraining as
government policy, the distance we have come is remarkable

"3 As was mentioned, there are many government programs

indeed.
that provide manpower training. Each of these has had an impact
on skill upgrading, but the most important one is the Manpower
Development and Training Act, if for no other reason than that
it is the largest and oldest training program.

Initially the MDTA was developed to apply to heads of
households who were unemployed through no fault of their own.
Only‘S% of the training allowances were for those in the 19 to
21 age group.

If any one characteristic of the first years of MDTA
could be made, it would be that of "creaming." The best people
went info training programs and had excellent chances of job
placement. In defense of this practice, it was natural to take
the best trainees. There was also the requirement that there be
a "reasonable probability of employment” upon graduation from
the course. This qgused state employment offices to refuse
training for the most deprived workers and minority group mem-
bers. In the first years only 10% of the trainees were over 45
yearé old; only 30% had less than a high school education; and
75% of all male trainees were heads of households vs. only 50%
for the total unemployment rate.

Initially the Labor Department was the senior department

5wOlfbein, p. 6.
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in the program due to its control over the budget and its
greater interest in the bill., However, it by no means had sole
say over the program.6 The Department of Housing, Education,
and Welfare got the vocational education program and was not
unknown to disagree with the Labor Department if some paiticu—
larly important section of the program was up for review. The
Bureau of Apprenticeship and Training, which was within the
Department of Labor, had the on-the-job training segment of the
bill, although it later lost it in 1967. The Bureau of Appren-
ticeship and Training and HEW would ally themselves against the
Department of Labor, if need be.

Mangum made an analysis of the relationship of adminis-
trative control of the MDTA. He concluded that the structure of
the program could lead to personal acrimony over the Labor
Department's control over the Experiment and Demonstration funds
and 50% of the total institutional and OJT training slots.

In 1963 Congress amended the MDTA to extend the scope of
the program. Basic education was allowed for the first time with
tﬁe authorization of 52 weeks of skill training. The maximum
total training allowed was extended to 72 weeks. The youth por-
tion of the Act was expanéed to 25% and the 3 year's labor force
experience requirement was reduced to 2 years and none for

heads—of-—families.7

6Garth L. Mangum, MDTA: Foundation of Federal Manpower
Policy (Baltimore: Johns Hopkins Press, 1968), pp. 55-56.

'1bid., pp. 21-22.
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Early in the life of the program some states found con-
flicts between the unemployment compensation laws and training
allowances. These states interpreted the laws to read that if
training started the individual was unavailable for work and
could not receive benefits. The training allowances were less
than unemployment compensation so there was reluctance to enter
training programs. 1In 1963 training allowances were raised to
$10 a week over unemployment compensation and institutional
trainees were allowed to work 20 hours a week.

Another example of the lack of incentives for the train-
ing programs involved the pay received at the end of training.
About 30% of the MDTA service trainees, in the August 1962-1965
period, earned less than $1.25 an hour after completing their
education.® This hardly provided much of an incentive for the
poor to take training programs. However, this type of problem is
more of an economic one, and cannot be solved easily by legisla-
tive action. Service vs. industry employment was another problem
which will be discussed later.

These amendments changed the law from a temporary reces-
sionary measure to a more permanently developed program designed
to eliminate serious inequities in competition for jobs. It

also meant a great effort in anti-poverty work since there was a

BNathaniel Goldfinger, "Discussion of 'The Role of Man-
power Policy in Achieving Aggregate Goals,'" Toward A Manpower
Policy, ed. R. A. Gordon (New York: John Wiley & Sons, Inc.,
1967), p. 109.
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drop in unemployment to 3.7% for heads-of-households by 1964.9

Transition of the Act

1964 and 1965 can be characterized as a transitional
stage for the Manpower Development and Training Act. The econ-
omy was beginning to show signs of recovery due to the Vietnam
escalation and the tax cut. Both of these occurrences were job-
creating, through the generation of total demand, and had the
possibilities of being inflationary. If job training could be
used to speed the movement of workers to different jobs, this
could help in cutting down inflation. The structuralist argu-
ment has a hypothesis that demand pulls workers into their
various jobs by creating the openings for them. Job training
could reduce the demand necessary to "pull" the unemployed into
jobs.

In 1964, 2.4 million jobs were created in the economy.
Of these, 800,000 were more than was needed for the natural
increase in the work force. These jobs were made available for
the then currently unemployed. Of these 100,000 were trained
under MDTA provisions. Although the MDTA did not act as a major
contributor to the increased employment of workers in the econ-
omy, it did have an important, and growing, position.

During 1964 the provisions of MDTA were liberalized
again. Training time was raised to a maximum of 104 weeks, and

the average training increased from the 1963 level of 35 weeks

9Mangum, pp. 21-22.
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to 54 weeks in 1967. The states were required to pay some small
percentage to the program but in 1964 this needed to be only
10%, of which only one-third had to be in cash, the rest being
"in kind." The Experimental and Demonstration program got
specific authorizations. Before it had to fight for funds with
the other unfunded projects. Training for correctionalrinstitu—
tional detainees, relocation programs, and bonding of undesir-
ables became acceptable to Congress, but not as a specific

appropriation.10

Institutional and on-the-job training

Two of the most important provisions of the MDTA program
are the institutional training and OJT programs. As of June 1967
over 790,000 trainees were enrolled and 367,000 had completed
MDTA training. Of these, 600,000 enrocllees and 361,000 completers
were in the institutional programs. These statistics show the
overwhelming importance of institutional training in the total
training picture. Initially this was probably due to the loose
labor markets that existed at the time the act was passed. There
were plenty of skilled people around who needed no, or very
little, training. There was no incentive for employers to take
on OJT people and the government subsidy was worth far less than
the red tape and cost it entailed. On the other hand, institu-
tional training could proceed even if there were no jobs to be

had on the completion of the course. Facilities had already been

101pid., pp. 38-41.
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set up and could be easily expanded.

Institutional training.--Institutional training can be

divided up into several sectors. Although vocational education
is not a part of MDTA, it is an important component in other
aspects of the governmental training process. Historically it
has been associated with high schoolsrwhere 50% of all students
received no vocational training as such. Even those who did get
vocational training did not always use it. Up to 1963, 60% of
the vocational education funds were devoted to home economics,
but this percentage is now declining.ll

Historically vocational education has been a dumpiné
ground for poor students, but it is now changing. 1In 1965 over
2000 new vocational education schools were built. With more
local, state, and federal funds, the imagé of vocational educa-
tion is improving.

Basic education is for youths and adults who do not want
to go back to regular high school, but need more basic skills
education. In 1964 this type of education amounted to only 5%
of the total trainees, but was increased to 16% in 1965 and 26%
in 1966. This was provided by the liberalized amendments to the

12 Basic education is increasingly stressed due to its being

law.
a requirement for a job, and because of the declining quality of

MDTA trainees. It is easier to train people if they have more

lyo1fbein, p. 71.

12Mangum, p. 89.
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education. Early in the program only the basic education needed
for a specific job was taught. Now all basic education and com-
munication skills may be taught.

Originally the MDTA programs were scattered all over the
cities they were set up in. This was due to a certain lack of
planning and space. Later a central location with many differ-
ent training choices were deemed more valuable to the coordina-
tion and advancement of the entire program. To meet this objec-

13

tive, skill centers were set up. All the trainees would receive

their training in the same location and would benefit from better
counseling, placement, and testing. By the end of 1967 108
facilities had been put in use with a capacity for 67,000 train-
ees. One-third of all the institutional trainees were located

in these skill centers. For the first time, the trainee would
have a choice as to the course he would take. Perhaps just as
important, he would have far better supportive facilities and
services.

Skill centers-were not only wanted for the improvement
of the educational experience of the trainees, but also for
financial reasons. The Budget Bureau, in the Executive Office
of the President, wanted the concept of a one-stop service cen-

ter for youth. With one central location, the outlying training

and supportive centers could be closed down, with resulting

131pia., pp. 59-60.



44
savings.l4
The purpose of institutional training is to provide
people with skills needed to qualify for a better job, which is
self-evident. But there are others, perhaps even more important,
goals. Better work and personal habits are essential before any

15 These considerations

of the trainees can expect to advance.
take on more importance after Main's study concluded that among
those who held a full-time job after completing the training
period, the MDTA training program had no demonstrable effect on
income; completers and non-trainees reported about the same
weekly wages on their most recent full-time jobs. But more com-
pleters than non-trainees were employed when interviewed, which
was probably the main reason for an observed difference in family
income. When numerous other variables were controlled in a
multiple regression analysis, the net effect of completing MDTA
training was estimated to be about $10 a week in family income
when the interviews took place. With improved motivation and
experience trainees stood a much better chance for a job.16
From there on, it is more or less up to them.

Service employment is the fastest growing sector of the

economy. The fields for which rapid growth is projected tend to

14Christopher Weeks, Job Corps: Dollars and Dropouts
(Boston: Little, Brown and Company, 1967), p. 181.

15Gerald G. Somers, Retraining the Unemploved (Madison:
University of Wisconsin Press, 1968), p. 262.

16Earl D. Main, "A Nationwide Evaluation of MDTA Insti-
tutional Job Training," The Journal of Human Resources, IIT
(Spring, 1968), 159.
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be associated with the pursuit of four goals; education, health,

17 The occupa-

research and development, and transportation.
tions in these classifications can include professional workers
and technicians. Technicians can be trained in institutions and
on-the-job. In many cases, basic education or experiencé is not
as important as would be the case in a factory job.

Studies have shown that advancement and placement is more
probable in service employment for those who are younger and less
educated.18 This could be due to the minimum skill requirements
for entry. Now the requirement of only an "enhanced employabil-
ity" enables many unskilled trainees to enter this field.
Emphasis should be placed on the fact that experience is of
great importance in the service sector. An advantage of service
training is that it consists of shorter and less expensive
training periods. Placement rates are higher and there is

greater potential for earnings improvement. Presently one-third

of all trainees are in service oriented programs.

On-the-job training.--The arguments for MDTA-OJT are

very convincing. Training costs are only about 50% of that for
the institutional program and the training is more relevant to

the type of work that the trainee will engage in upon completion

17 e0nard a. Lecht, Manpower Needs for National Goals in
the 1970's (New York: Frederick A. Praeger and Co., 1969),
p. 34.

18Manpower Research Bulletins, "Training in Service

Occupations," U.S. Department of Labor (Washington, D.C.: U.S.
Government Printing Office, March, 1966), pp. 2-3.
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of the course.l? These types of programs are more popular among
the trainees. Placement rates are much higher than in the
institutional program. Ninety percent of the MDTA-OJT completers
received jobs and the dropout rate is only 20%. It is also pos-
sible to combine institutional training with OJT.20’21
An example of the immediate advantage OJT offers would
be the case of a Negro in 1966. According to statistics, Negroes
had only a 50% chance of getting the same position a white man
did, but if he did get it, he would have a 34% better chance of
being hired once he completed the cgurse than he would have if
he completed an institutional program.22 The basic reasons for
this are overt discrimination and the lack of an equal education.
Killingsworth concludes that, although there is racial discrimi—
nation, an anti-discrimination campaign by itself, no matter how
effective, is not likely to improve the Negro's economic status
significantly, at least in the short run.23
The problem with the OJT program is that in a loose labor
market there is no incentive for the firm to train, since it can
get all the workers it needs. The OJT program gives the trainee

an immediate advantage, but the institutional program's broad

skill orientation may bring in increased income over a longer

yangum, pp. 122-123. 201pig., pp. 122-123.

2lyo1fbein, pp. 160-172. 2250mers, p. 223.

23Charles C. Killingsworth, Jobs and Income for Negroes
(Detroit: The Institute of Labor and Industrial Relations,
1968), p. 46.
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period of time.

Aside from the general and administrative factors
influencing the rate of introduction of OJT projects, the deci-
sions of private employers must be accorded the central and most
crucial role. To a much greater extent than in institutional
training, the successful growth of MDTA's OJT projects will
depend upon employers evaluations of the potential costs and
benefits of such projects, hence profitability.24

The proposal has been made that institutional training
and MDTA-OJT be combined so that the best of both programs
could be carried out. However, problems arise in the relation-
ship of planning expansion of OJT to the other goal of expand-
ing retraining for the disadvantaged. If MDTA selection has
generally tended to favor the cream of the unemployed in the
past, the OJT component has taken the cream of the cream.
Because the employer plays a greater role in the selection pro-
cess of OJT programs, relatively small proportions of disadvan-
taged workers, relative to MDTA instituticnal courses, have been

included.25

In addition to their reluctance to depart from
their customary hiring standards, employers are espeéially loath
to absorb workers in whom a very substantial training investment
will be reguired. Given the mobility of American labor, a

sizeable private investment in the retraining of disadvantaged

workers may be lost through turnover.

2450mers, p. 228. 251pid., p. 230.
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" Since 1965 the labor markets have tightened and OJT has
26

taken on more importance than it did before. This is primarily
due to economic factors such as high levels of aggregate demand
and low unemployment rates. In 1963 only 4% of all the trainees
were enrolled in MDTA-OJT programs. However, by 1966 the ratio
had come up to one-third, and by 1967 one-half. The ratios
should tend to improve as long as unemployment rates remain low.

Several cost-benefit ratios have been computed for these
various programs. One such study found that the ratio of direct
fedetal costs, the cost of appropriations for the programs, to
direct and indirect benefits to society, benefits of reduced wel-
fare and increased taxes, for only one year indicated ratios of
3.28:1 for OJT and 1.78:1 for institutional trainees. If a
ratio of the incremental earnings to federal expenditures were
taken, the ratio would be 1.98:1 for OJT and 1.68:1 for institu-
tional programs_.27 Both sets of these figures are only for one
year, or they would probably be higher.

Almost all of the cost-benefit ratios indicate the great
worth of MDTA. However, they should not be the sole determinant
of the success of a program. Difficulties faced in evaluating a
progiam under conditions in which all of the variables cannot be
controlled would be illustrated by one of the early cost-benefit
studies. The dropouts did better than the trainees, which would

not be expected. The answer to this puzzle became clear when it

26 27

Mangum, p. 66. Ibid., p. 128.
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was recognized that an expanding economy pulled the rejectees

into sweeper positions in auto plants at about $2.,70 an hour

while the trainees went into service jobs with a wage roughly

half of this.28

In summary, there are several reasons why the current

MDTA-OJT program is being expanded;

l.

The overall goals set for the training and retrain-
ing of unemployed and underemployed workers can be
met much more readily if training on-the-job is
widely used as a supplement to institutional train-
ing in the vocational schools.

Training on-the-job has been traditionally the most
common means by which specific occupational skills
have been acquired in United States industry. One
would expect employers to welcome so familiar a
procedure.

The government expenditures per trainee on OJT
projects are substantially below costs in comparable
MDTA institutional training programs.

The equipment used in OJT training is usually more
expensive, more up-to-date, and better adapted to
changing technology than the equipment found in most
vocational education facilities.

The job placement ratio of OJT graduates is substan-
tially higher than that of MDTA institutional
trainees because most employers hire their own OJT
trainees, before, or after their training.

These placement results enhance the motivation of
workers in entering the training course and in com-
pleting tgsir training, relative to institutional
trainees.

28curtis Aller, "Discussion of 'Our Experience with
Retraining and Relocation,'" Toward A Manpower Policy, ed. R, A.
Gordon (New York: Jochn Wiley & Sons, Inc., 1967), p. 247.

29

Mangum, p. 145.
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Experiment and Demonstration

The Experiment and Demonstration program started out as
an experimental agency having a source of funds separate from
any specific appropriation. The procedure of offering money and
assistance to public and private organizations willing to become
involved in training problems was very useful. This program was
also the MDTA's response to the criticism of "creaming"” and in
order to circumvent "establishment" institutions.30 1In some
cases the existing bureaucracies did not seem as responsive to
new ideas as was considered necessary to carry out new methods
of training. 1In 1965 old workers were rejected from training
since they had a very low probability of employment. E&D funds
were used to help retrain these people. Initially the personnel
in the E&D program were "anti-establishment" in orientation.

The E&D programs helped to stimulate other agencies to ﬁry new
methods of solving problems, since in many cases the new methods
produced favorable results.31

Counseling and other supportive services were given to
the trainees. 1In some cases, it was the E&D program which
initiated the new program, which has since been adopﬁed by other
agencies. A program such as this will naturally come under
pressure to devote its limited resources to selected politician's

pet "programs." E&D was no exception. On numerous occasions it

became embroiled in political controversy, which created for it

301pid., p. 145. 3l1pid., pp. 151-152,
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numerous enemies.

An evaluation of the E&D program is difficult since many
of the programs it sponsored were destined to fail, and success
was rarely clear-cut. In many cases value judgments were neces-—
sary on the part of the administrator.32

The program has come under greater scrutiny and in 1967
funds were slashed. In 1968 no additional increase in funds
were voted to it. The reason given was that experimentation is
no longer necessary since the regular MDTA programs have become
deveioped. Mangum feels that this is a mistake. The economy
keeps changing, and with it the need for new programs and
innovations.33

Mobility programs have lqng held an interest in E&D and
the Department of Labor. In 1965 1300 people were relocated at
a cost of $1,000,000. Of these 20% returned home and another
20% changed jobs, but 80% stayed at their new locations. How-
ever, the study covered a period of two months. Later the pro-
pensity to move back increases.34 This is thought to be due to
inability to adapt to new surroundings. Return to their original
homes is especially prevalent if the move back was only a short
disténce, as was the case in most instances. It was found that

money grants were necessary, including living expenses for the

first month. Loans did not work since only about 50% of the

321pi4., p. 154. 331pid., p. 153.

341pid., p. 156.
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money could be recollected.35

The mobility programs got off to a bad start in 1963 when
the first bill was defeatéd due to lobbying by merchants from
depressed areas. Poor customers are better than no customers
at all. In 1965 E&D took up the mobility program with the ini-
tial results already explained. A program, such as E&D, with
its own unallocated funds can sometimes get around political
bottlenecks. But that does not mean that doing so will make the
administrators popular. Now the Labor Department has requested
a $15,000,000 appropriation for relocation of 20,000 workers
annually.36 The experience gained from these experimental
programs should be helpful if society decides to mount a full-

scale mobility program.

MDTA research

A very important characteristic of the MDTA is the pro-
vision for research. In 1962 the research provisions were set

up as an original part of the act. The Manpower Report of the

President was to be the corresponding book to the Economic Report

of the President, but it did not gain the same reputation.37

Another provision of the research provision allows for
grants to universities, private institutions, and individuals
for research on manpower problems. There is no doubt that these

grants helped motivate many research people to go into this

351pid., p. 163. 361pid., p. 164.

371pid., pp. 138-140.
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field. For this reason, the MDTA has had a great deal more
written about it than any of the other manpower programs. How-
ever, short term evaluations are risky and long term studies
hard to make.38 So far, the study by Earl D. Main is the only

major national study.

Evaluations of the MDTA

Earl D. Main.—--Earl D. Main, a systems analyst from the

National Opinion Research Center at the University of Chicago,
made the first national study of the Manpower Development and

39 Interviews were conducted with trainees who had

Training Act.
been out of training for at least a year to obtain information
for the periods before, during, and after training. Instead of
using a true control group, it was necessary to use a group that
had only roughly matched characteristics of the trainees. This
tended to allow for errors in the research, but time did not
permit establishing a control group to follow the trainees
through their training and the year after graduation. The train-
ees were interviewed later to determine their actions for the
year. This prgsented problems since the trainees likely forgot
important details.

Structured interviews were carried out to determine

reasons for leaving the program and to obtain general opinions

of the trainees of their training. The data was also used to

38Long term studies may take up to several years. Only
the MDTA is old and mature enough to be used.

39%ain, pp. 150-170.
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compare the control group with the trainees. The opinions of the
dropouts and the completers were generally favorable towards the
program.40 Only 6% of the dropouts left because they disliked
the teachers and only 13% complained about something elsgse in the

41 The completers, as could be expected, liked the

MDTA program.
courses even more. “"When they left training, 67% of the com-
pleters and 31% of the dropouts felt well qualified to begin
work in the occupation that they had taken training.“42
Popularity for the MDTA training programs is important,
but the improvement in wages for enrollees is the major criterion

of its success. In this area, the MDTA was found lacking.

. . completers and "controls" reported about the same
weekly wages on their last full-time job since training,

with six out of ten earning less than $80 a - -~t. Only
among women is training associated with higl vages:
more women completers than "contrecls" earncd least $60
a week (53% versus 34%). BuE3this associaticn could be

the result of other factors.
Tests were made for such factors as motivation and attitude, but
there was no appreciable change in the regression results. Even
when considering completers and dropouts separately, MDTA train-
ing had no effect on weekly wages for those who found full-time
employment after training.44

The major difference seemed to be in the employment rates

for the respective groups. Seventy-eight percent of the

Win9d., p. 1565, 4l1pid., p. 164.

4 4

21bid., p. 164. 3Ibid., p. 164.

441pi4., p. 164.
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completers were employed at the time of the interviews versus
55% for the "controls." The dropouts were in between with a 65%
employment rate. "Because more trainees had jobs, trainees had
a higher average family income than non-trainees. The logical
conclusion is that MDTA training increased incomes by helping
obtain steadier employment rather than higher wages."45 The
net effect of completing training was estimated at $10.08 a
week.46

Ten background variables such as the intelligence, or
moti#ation, of the "controls" versus the trainees was taken into
consideration and the estimated net effect of training was to
increase full time employment by 20% of the period between train-
ing and interview. This estimate was considered too high due to
the immediate placement of trainees while the "controls" did not
have a comparable "after training"” period. When a control for
first activity after training was added to the regression equa-
tion, the estimated net effect of MDTA training on full time
employment was reduced to 9%. This figure was felt to be too low
since the MDTA program attempted to place trainees in full time
jobs just after training. Part of the effect of training was
hidden by adding a control for first activity after training to
the equation. It was for these reasons that Main concludes the
net effect of MDTA training was some place between the two esti-

mates.

451pbid., p. 166. 461pid., p. 165.
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The research covered a time when unemployment rates were
rising. The extra months for the "controls" were months during
which it was harder to find jobs than later in the period "after
training." This tends to erroneously inflate the estimated net
effect of MDTA training on employment.47

It was probable that motivation, intelligence, or other
factors had some contribution to make. Those who wanted jobs
the most and who had the best minds might be most likely both to
find employment and to use every available means to obtain
employment, including MDTA job training courses. Therefore, the
true effect of training on employment may well be smaller than
the estimate given in this report. Until such factors are
included in analysis of the effects of training, however, the
present estimates are the best available. The net effect of
MDTA training on full time employment was estimated to be
between 13 and 23% of the period after training for completers
and between 7 and 19% for dropouts. However, no statistically
significant total income effect was observed for the dropouts.
The effect of completing training was estimated to have a $10
weekly increase in income through the increased probability of

employment.48

Other evaluations of the MDTA.--Main's study yields

estimates of the general effectiveness of the institutional

471pid., p. le8. 481pid., p. 165.
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training provisions of the Act. Now other evaluations of the
Act will be reviewed.

Since the Manpower Development and Training Act was first
initiated in 1962, there have been several revisions which have
changed it from one dealing with easy-to-train workers with a
work history to a program dealing with the poor and under-
privileged of the American society. In 1966 the requirement of
a "reasonable expectation of employment" was replaced by an
"improved employability" requirement which shows the change to a
poverty program. Another example could be the making of Neigh-
borhood Youth Corps graduates eligible for the MDTA without
having to wait. They received the same full training allowances
of the other trainees. Generally all training allowances were
liberalized and lengthened during this period.

Since the initiation of the MDTA, $1.5 billion has been
spent, $1 billion of which went into institutional training.
Training slots for 1,301,000 have been made and 826,000 people
enrolled. Of those, 463,000 completed training and another
135,000 are still in training‘49 Projected federal expenditures
for all job training are expected to increase from $1 billion in
1965 to around $5 billion in 1975. These tremendous amounts
spent, and projected to be spent, indicate the great and
increasing importance being put on training in the United States.

The MDTA has been portrayed as a promoter of economic

4%01fbein, pp. 104-105.
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growth. Although it is not job creating in nature, the programs
for retraining the unemployed constitute a significant advance
in potential job creation by the provision of trained people.50
There is some tendency for these programs to improve the working
conditions and wages of individuals participating in them. Some
of the unforeseen contributions have involved a reorientation of
the labor market institutions, such as vocational education and
the United States Employment Service, into more "people oriented"
services capable of handling many more individuals. There has
also been a significant modification of employer and union atti-
tudes towards retraining and poverty groups.5l This can be |
shown by the increased interest, and controversy, in programs
such as the Job Corps.

"With all their faults, if it is conceded that social
and economic problems are solved in small increments, then pro-
grams for retraining the unemployed constitute a significant

advance.“52

In a country as large as the United States it is
difficult to make revolutionary changes. The MDTA, and the other
maﬁpower programs, have shown us that changes, if they are to
come, will come slowly.

But the main question to be asked of any program of the

magnitude of MDTA is, "Is it worth it?" Originally, and through

50somers, pp. 292-293. 5l1pid., p. 291.

52Wolfbein, p. 128.
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much of the program, there has been widespread support for the
MDTA. However, now that it has devoted some effort to the anti-
poverty programs, its popularity has declined but not the extent
of other poverty programs.

Some of the general reasons given for thg failure of the
MDTA to live up to all of its expectations are:

1. In a full-employment economy employers will be forced
to train the people they want, if they had not been
trained by the government. 1In a slack labor market
the training would do no good because no additional
workers should be needed.>3

2. Accelerated training courses, in some cases, are not
long enough for the "hard core" unemployed to develop
skills. There is no substitute for experience.: ‘

3. The only goals set up for the program were very
broad, perhaps raising expectations too high. Ther%
have never been any specific goals for the program. 4

4. The people who are employed after they finish a
training course might have been employed without it.
This argument goes back to the original debate over
"structural" vs. "aggregate demand" unemployment.
The more training and education a worker has, the
greater chance there is for him to keep his Jjob or
get a new one. Control groups have been used in
evaluative studies to meet this argument to some
extent, but this problem still remains.

These problems with the MDTA bring up the need for a
long-term program since there are no overnight solutions. We
will never know for sure if MDTA trainees have taken jobs which

would have gone to other unemployed anyway. This would be

53william F. Braxiel, A Study of Factors in Worker's
Decisions to Forgo Retraining Under the Manpower Development and
Training Act of 1962 (Virginia: University of Virginia Press,
1964), p. 1.

54
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particularly true in 1964 with the slack labor markets but not
so much now that skilled workers are harder to get. It is pos-
sible that the trade-off between inflation and unemployment can
be reduced but nobody knows for sure. The absolute contribution
of the MDTA has been great in the sense that up to 1967 over
500,000 people had been trained. However, with about 85 million
workers in this country, the relative contribution of the MDTA
program to the total employment or training activities of the
economy is small.>>

Taking all of these things into consideration, even if
in total the programs seem to be consistent with the goals
originally set up for the program, that does not mean there is
not a better way to achieve the same goal of full employment.
There is no substitute for aggregate demand, which is a macro-
economic problem and cannot be solved by any anti-poverty pro-
gram.56

Basic education could be combined with local organiza-
tions which already work with basic educational programs anyway.
Today many of the skill centers are underutilized, and the same
goes for the OJT program. With small amounts of extra money it
is possible to get larger increases in trainees. But perhaps
the most important factor of all is the need for dedicated

people. No matter how well a project is planned, it will not

55W01fbein, pp. 190-191. SGMangum, pp. 84-85,
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do any good unless there are good people to run and coordinate
it.>?

It is the writer's opinion that manpower programs, such
as the MDTA, should train only those for jobs who have a "reason-
able expectation of employment and advancement." This would
reinstitute the original MDTA training requirement and result
in the charge of "creaming." A major problem in dealing with
the "hard-core" unemployed is that they have problems with
motivation and attitudes, along with lack of a proper education.
People who are qualified, and motivated, to train the "hard-core"
unemployed are very hard to find in the quantities needed. For
this reason, those qualified and motivated teachers should con-
centrate on the major area of motivational training. When the
trainee is brought up to the level of other MDTA trainees in
education and motivation, then enroll him in the courses for
manpower training.

In the long run expectations may turn out to be easier to
handle if the approach outlined above is instituted. The trainee
islgiven training in motivation and education before he attempts-
to attain a more skilled job through manpower training programs.
The Watts Manufacturing Company is an example of using this

approach.58 Originally the workers selected were "hard-core"

5TNaomi Barko, "Dropouts to Nowhere," Reporter Magazine
(Maxrch 29, 1967), p. 34.

58Technolqu and Manpower in the Health Industry, Man-
power Research Bulletin # 14 (U.S. Government Printing Office,
May, 1967), pp. 25-26.
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unemployed who had police records. Turndver in the new factory
was high and on some Mondays the absentee rate was 35%. But
most of thé men kept at their jobs, increased their productivity
and motivation, learned how to work, and went on the better jobs
or more skill training. This is the essence of the approach
recommended.

MDTA training programs should be used to train people
for jobs they are capable of handling. Refresher courses could
be given to nurses, as an example. With our great need for
skilled medical personnel we have 300,000 registered nurses who
only need short training courses to go back to work.?? Here i§
a perfect example of easily obtaining a high benefit-to-cost
ratio. High benefit-to-cost ratios are not the only criteria
for public policy, but they are politically very valuable in
obtaining Congressional support.

Other strictly poverty programs, such as the Job Corps,
could concentraté_oﬁ the "hard-core" unemployed who have social
and educational problems. The technology needed for dealing
with poverty makes it difficult for many MDTA administrators to
train a worker and at the same time work to change his basic
motivations and attitudes.

The Job Corps will be discussed in detail in the follow-

ing section to explain the problems that exist in setting up a

strictly poverty program and making it work.

59Barko, p. J6.
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The Job Corps

Initially the Job Corps was the result of a northern
deal for the passage of the Act. Dr. Spencer Smith, spokesman
for the Citizens Committee on Natural Resources and dean of the
groups in Washington which work for greater federal support for
conservation, agreed to give his support for the bill only if
there was a guarantee in the law that a "substantial" number of
trainees were assigned to the Youth Conservation Corps. Later
this was to amount to 40% of the total enrollees. The old line
bureaucrats were primarily interested in the amount of work that
they could get out of the trainees, not their education.®? This
political maneuvering, which finally resulted in the passage of
the Job.Corps Act, is only one eﬁample of political activities
that went on throughout the history of the Job Corps.

Political maneuvering went on at the local level too.

It was necessary to gain the support of the local politicians if
the Corps was to function effectively. This was not always the
easiest objective to accomplish.

The success of the program was clearly dependent on
working through local power structures and with the estab-
lished local agencies. It was likely to get bogged down in
many places in local rivalries, with the result that the
program could not be counFed on to produce earl%lresults,
but it could be a key to its long-term success.

The initial purpose of the Job Corps was to take problem

youngsters from their urban surroundings and put them in a new

60yeeks, pp. 16-17. 6l1pid., p. 21.
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environment where they would be more receptive to learning the
new skills necessary for a better life. Almost immediately.the
controversies which were to follow the Job Corps throughout its
history started. Newsweek magazine reported that 17.5% of the
recruits who had entered centers since January 1965 had already
left the program by May. No matter how the statistics were
manipulated, the fact was that neither rational men nor guali-
fied experts could agree whether fairly large numbers of drop-
outs were to be expected, or whether the dropouts meant that the
program suffered from some basic weakness. Of the original 2268
Job Corps recruits, 385 had already quit after only 5 months . 62
This bad public image of the Job Corps caused a low state
of public and congressional esteem for the program, which in turn
affected morale of the administrators. It was difficult to get
and retain good staff members, it colored the attitudes of the
Corpsmen towards the program, and affected the center's rela-

63 Poor evaluations helped to keep

tions with the local towns.
the public in the dark as to the real effectiveness of the pro-
gram. There was little doubt that some of the recruits were
better off than they would have been without the Job Corps
experience. Unfortunately, follow-up data on the Job Corps
graduates was so sketchy that it was impossible to tell just how

many graduates gained any lasting benefit from their education or

the degree of benefit that they did receive. 84

6215i4., p. 206. 631pid., p. 234. 641pid., p. 238.
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Because of these problems, possible reorientations of
the Act have been proposed. The underlying assumption of the
Job Corps is that a youth from an impoverished home must some-
times be removed from his environment to undergo an effective
training program. But no evidence exists that youths selected
for Job Corps training differed markedly from the Neighborhood
Youth Corps trainees. Experience also raises doubts whether
transplanting a disadvantaged youth, frequently from a city
slum area, to an isolated Job Corps center is the best way to
motivate acquisition of a basic education and a skill.®> 1t
is apparent that the present system, under which young men and
women are assigned to these two systems almost by lottery, is
unsatisfactory.66

Basically there are three differert reasons for the
failure of the Act to meet up to its expectations of rehabili-
tating troubled youngsters into productive workers; (1) there
was no success formula which could be ruled on to reach stated
objectives, (2) there was an underestimation of the nature of
poverty and the lack of reliable technology for combatting it,
and (3) an overoptimism in expectations for the rehabilitation
efforts.

This particular program has made a great many enemies,

65§ar A. Levitan, "Discussion of 'Labor-Market Policy in
Modern Society,'" Toward A Manpower Policy, ed., R. A. Gordon
(New York: John Wiley & Sons, Inc., 1967), p. 275.

661pid., p. 276.
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even among its former backers. But from the reasons for its
deficiencies given above, a lot has been learned. Perhaps that
is its greatest accomplishment. The information learned from it
should enable future programs to avoid some of the same mistakes.
But the fact should be stressed that this program did not achieve
its objectives and as such, should be changed.

For tens of thousands of trainees, the program which
seemed to offer one last chance has turned out to mean only
disillusionment, frustration, and finally defeat once again.
No one knows what the social cost of a Job Corps dropout
is--what price must eventually be paid to overcome the
effects of reinforced failure on the teenagers who have
found they couldn't make it even in the "last effort"
salvage effort. But it is certain these social costs are
sizable, a fact which was documented by a Job Corps financed
poll of Job Corps dropouts carried out by the reputable and
experienced survey firm of Louis Harris and Associates. The
Job Corps attempted unsuccessfully to suppress the results
of the survey, which showed among other findings that unem-
ployment was higher among Job Corps dropouts than before
they enrolled, and that more than half of the unemployed
dropouts were either working or in school before they
entered the Job Corps. After twenty months of operation,
there were six dropouts or kickouts for every victory. As
time passes, this ratio may improve. But until the Job
Corps can demonstrate that its successes outnumber its
failures, it cannot claim that it is making a positive
contribution to the elimination of poverty.

This gquote, by a former high Job Corps official, shows
the problems involved in the program. But this program did serve
a useful purpose in helping us to learn more about poverty and
the technology of training underprivileged individuals. The Job
Corps also gave us an insight into the workings of poverty, with
all of its complications. It also gave us an insight into the

real problems of administering a program that can reach the

67Weeks, pp. 238-239.



"hard-core" unemployed and still maintain the needed political
support necessary for its survival, 68

At the time of the writing of this paper the Job Corps
was undergoing a severe attack in Congress. Not even the
administrators of the poverty program could predict the final
outcome. The Job Corps was moved from the Office of Economic
Opportunity to the Department of Labor and plans have been made
to close a number of the camps. There is currently a dispute
over who should have veto power over various segments of the

OEO poverty program.

681pia., p. 241.



SECTION IIIX
PROPOSALS FOR THE REDUCTION IN UNEMPLOYMENT RATES
The Need for Aggregate Demand

The primary need for a "full-employment" economy, which
is defined as having a maximum of 4% of the total labor force
unemployed, is enough aggregate demand and prosperity so that
private industry can provide jobs for those who wish, and are
able, to work. The desire of private companies to hire enoﬁgh
workers so that they can obtain maximum profits can create a
condition of "full employment" in the United States as long as
government spending creates the necessary ievel of aggregate
demand. Once enough demand is created, ample employment oppor-
tunities will be available in the private and public sectors.

The problem of the goal of "full employment," concerns
the 4% of the total work force which is still unemployed and
those workers who have left the labor force in despair. This
means_that, at a minimum, approximately 4 to 5 million people
who would like to work full-time are unable to find employment.
In the full employment economy actually 5% of those who would
like to work full time are unable to find employment. Approxi-
mately 3 million are those that have been counted as unemployed

in the labor force. Another one million are disguised

68
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unemployed,l and estimates on the number of involuntary part-

2 Once the

time unemployed are estimated at up to one million.
problem of lack of aggregate demand is solved, then what about
these people?

Any concern with future manpower developments would do
well to begin by recognizing that the level of economic
activity is a basic determinant of manpower policies. It
is difficult to perceive the institutional changes in the
labor market and the economy that a decade of high employ-
ment would bring, but that the transformations would be
extensive and fundamental can scarcely be denied. The
evaluation of business policies toward training and man-
power development would be extensive. The policies of union
organization toward training, admissions, and technological
changes should be expected to change in major respects.3

With a decade of full-employment there is the possibility

that unions would reduce their "job consciousness," but this does
not seem to be happening, probably due to many unions' ability

to restrict entry and drive up wages, such as has occurred in

the construction industry. The demand for skilled workers will
encourage firms to keep more workers on the payroll during times
of economic uncertainty since it is difficult to hire them back

once the inevitable economic upturn comes.
Manpower Training and Anti-poverty Programs

One hypothesis of the "structural" unemployment thesis

1g. A. Gordon, The Goal of Full Employment (New York:
John Wiley & Sons, Inc., 1968), p. 60.

2Gordon, The Goal of Full Employment, p. 62.

3John T. Dunlop, "An Overall Evaluation and Suggestions
for the Future," Toward A Manpower Policy, ed. R. A. Gordon
(New York: John Wiley & Sons, Inc., 1967), p. 369.
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states that the lack of highly educated workers is causing the
long-term unemployment rates to go up. To counter this trend
towards higher unemployment, a massive worker training program
may have to be instituted which would cost approximately 1% of
the Gross National Product. |

This type of program has been followed in some European
countries, with considerable success. The Scandinavian countries,
especially Sweden, have had particularly good programs. Many
critics have used these programs as examples for the United
States to follow. However, there has been very little effort
to appraise the effectiveness of manpower policies in these
foreign countries. Indeed, even though Federal legislative
policies in the manpower field have come late in the United
States, the effectiveness and the thoroughness of our research
evaluation appears to far outstrip that of European scholars.?

In Sweden vocational orientation is an intregal part of
the curriculum during the last three years of the basic school.
In each of these three years, weekly periods are reserved for
téaching about occupations, the world of work, and the necessary
preparation for various careers.’ Nils Kellgren, a Swedish labor
market authority who served as a consultant on manpower policy

to the U.S. Secretary of Labor in the early 1960's, has suggested

4Gerald G. Somers, "Evaluation of Manpower Policies:
Methodology and Unanswered Questions," Manpower Problems and
Policies: Full Employment and Opportunity for All, ed. John A.
Delehanty (Scranton, Penn.: International Text Book Company,
1969), p. 342.

5Lester, p. 58.
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that "the Swedish experience shows . . . there is an annual
total training need of 1% of the labor force."® oOn the basis of
his survey of American labor-market practices, Kellgren has con-
cluded that the 1% target used in Sweden is also a feasible
objective for the United States.

A manpower program is not solely to educate and employ
those with poor skills. It can also serve as an inflation hedge
as well. If firms do not have to spend large amounts in the
training of workers, then not as much aggregate demand will be
necessary to employ a given worker. The constant restructuring
of the American economy can occur, and inflationary levels of
aggregate demand will not be necesséry to maintain high levels
of employment.

Problems facing the "hard-core" unemployed involve the
rising educational levels in this country, racial discrimination,
and age. These factors combine to make a greater difference
between those workers at the front of the employmént line and
those at the rear of the line than in any other country. High
educational attainment puts the school dropout further behind.
Race, and its accompanying prejudice, adds an additional compe-
titive burden. There is the general philosophy that older
workers are incapable of performing work at the same rate as

younger workers. And even if they could, there still would be

®Leonard A. Lecht, Manpower Needs for National Goals in
the 1970's (New York: Frederick A. Praeger, 1968), pp. 115-116.
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the problem of retraining older workers who have lost their jobs
for one reason or another. High mobility rates among these
workers, and high training costs make it harder for the employer
to regain the money it takes to retrain a worker.

In addition to the problems facing the underprivileged it
should be noted that employers do have alternatives to hiring
the "hard-core" unemployed. Even in a "full-employment" economy,
to a limited extent, it is possible for employers to bid with
their fellow employers for the most attractive workers. Or they
can increase their substitution of machines for labor, thus
raising even higher the aggregate demand required for full

employment.7
Government Anti—pdverty Programs

Currently the MDTA has become an anti-poverty program
due to our "full-employment" economy with the resultant reduc-
tion in trainee qualifications. With the decrease in overall
unemployment rates, MDTA programs had had to deal increasingly
with prospective trainees who have serious employment handicaps.
The problems of the "hard-core" unemployed and the need for
special programs to help these people brought new challenges to
the MDTA. It was for this reason that new programs, separate

from the MDTA, were set up by Congress. The Job Corps is only

TGarth L. Mangum, "The Emergence of a National Manpower
Program," Toward A Manpower Policy, ed. R. A. Gordon (New York:
John Wiley & Sons, Inc., 1967), p. 22.
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one of several new programs instituted since 1964. With these
new programs, come the normal problems in dealing in any new
area. A whole new technology must be learned to deal with the
poor. This takes time, and results in problems and controver-
sies arising due to failures and corruption in the progrém which
can seriously threaten the existence of poverty programs.

It is the writer's opinion that the anti-poverty programs
would be more effective if they oriented themselves towards
self-help programs, improvement in the motivation to work, and
actually to carry out a given task. If the current poverty pro-
grams can achieve these goals, the MDTA can be used for training,
in which it has developed a great deal of expertise. MDTA pro-
grams should enroll only those who can profitably use the train-
ing.

Manpower development and training efforts should stress
enrollment of the disadvantaged and yet be satisfied to
serve those who can reasonably expect to achieve employ-
ability, so that the expenditure per trainee will not soar
so high that the number who can be served will be unduely
limited.

Currently the cost-benefit ratios, as indicated in the previous
section, have been very favorable, and give every indication
that they will continue to remain favorable when training
involves motivated trainees with some work experience. However,

poverty programs deal with social benefits and costs which are

very difficult to compute, thereby making it harder to

8
p. 170.

Mangum, MDTA: Foundation of Federal Manpower Policy,
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guantitatively justify the funds spent. This is true since;

In using cost-benefit ratios one must guard against
depreciation or neglect of benefits that may be difficult
to prove or to express in estimates. That is likely to
happen where the benefits contain a large element of social
value. In the end, government decisions are bhased on
social and political as well as economic criteria. Train-
ing and other manpower programs may be justified on politi-
cal and social grounds even when they may actually serve
only to redistribute a given volume of unemployment and do
not reduce total joblessness at all.

These problems inherent in anti-poverty training programs should
be recognized by Congress as such.

During times of prosperity and low unemployment rates,
industry will initiate attempts to hire and train "hard-core"
employees since these will be the only people available to them.
Chase Manhattan Bank is a leader in this effort in New York
City. Chase Manhattan recruited blacks and Puerto Ricans from
low-income neighborhoods in Harlem, as well as the Bronx and
Brooklyn. These groups now comprise about 30% of the bank's
18,000 employees in this country, compared with about 23% two
years ago and about 8% in 1963.10

However, the trend to hire "unemployables," when and if
it does come about, is basically profit-oriented and concentrated
in the wealthier corporations who can pay the added expense of

training these people. And even when massive training efforts

on the part of private industry takes place, there is no

9Lester, p. 189.

10Fredrick Andrews, "Chase Manhattan Bank Recruits in
the Ghetto, and Results are Mixed," The Wall Street Journal,
December 23, 1969, p. 1.
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guarantee that the program will be a success. On the contrary,
the Job Opportunities in the Business Sector, JOBS, has not lived
up to expectations as far as hiring the number of "hard-core"
unemployed that was initially expected of them. The Labor
Department's Concentrated Employment Program was initially
expected to place 100,000 "hard-core" unemployed by the end of
1969. However, only 6,000 had been placed in the 19 target
cities where the program took place.ll From these examples of
the failures of some poverty programs we can conclude;

The lesson is really simple--don't ask the employer to
turn his plant or office into a social service agency or an
educational institution. He is paying taxes to the govern-
ment and is contributing huge sums to educational and
charitable institutions to provide the supportive and
remedial services necessary for training and/or hiring the
disadvantaged. If he can be persuaded that any particular
new program or programs will do the job more effectively,

he will support them either by paying the additional taxes
or by increasing his contributions.l

Employment in the Public Sector

For the reasons previously discussed, private industry
cannot employ all of the "hard-core" unemployed. Government
will have to offer alternative sources of employment for many of
these people. A program to achieve this objective can be carried

out in two different ways. The federal, state, and local

llJoe Lastelic, "Assail Nixon Welfare Plan," The Kansas
City Star, Vel. 90, 1lle, 7-B.

12Samuel M. Burt and Herbert E. Striner, Toward a Greater
Industry and Government Involvement in Manpower Development
(Kalamazoo: The Institute for Employment Research, 1968), p. 1ll.
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governments can directly hire additional workers for such
meaningful, but controversial, projects as expanding the Post
Office Department, or they can make direct subsidies to industry
to hire additional workers. The Post Office Department may be a
good example since wages are in excess of the minimum wage
requirements. It is for this reason there is a good incentive
for the unemployed to take the jobs. The problem of motivation
will be discussed later.

State and local governments have many employment oppor-
tunities open to the disadvantaged at this time. One estimate
places the number of jobs currently available in state and local
governments at 1 million. Of these approximately 75% are

unskilled or semi-skilled jobs.l3

Government subsidies to private
industry could be made in the housing industry to increase the
number of low income housing units available to the poor. This

could be carried out through the use of "turnkey" projects.

In Leonard Lecht's Manpower Needs for National Goals in

the 1970's, the author concludes that the full achievement of the

16 goals desired by the mid-1970's would require an employed
civilian labor force of more than 100 million, some 10 million
more than can be expected in the civilian labor force in 1975.14

This will result in an overall insufficiency in manpower, with

13Norman Skareﬁitz, "State and Local Posts Go Unfilled
as Business Lures Many Prospects," The Wall Street Journal,
December 26, 1969, p. 1.

l41echt, pp. 10-11.
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the resulting increases in employment for the poor and unedu-
cated, if they can be trained to take the jobs offered.

One of the major goals for the next decade is to
increase the amount of housing available to our lower income
citizens. Lecht predicts that training and employing the man-
power required for urban development, in turn, could itself be
a major factor in reducing the unemployment and poverty among
nonwhites that has contributed substantially to the decay of the
inner city. "Rebuilding the nation's cities, as indicated in
the projects for the urban development goal, could create an
estimated 1 million jobs for nonwhites in the coming decade."13-

Estimates for the number of-new jobs that can be created
by the government run from the 5.3 million estimated by the Com-
mission on Technology, Automation, and Economic Progress to a
4.3 million estimate by the Greenleigh Associates study. The
estimates of the numbers of jobs that could be.created if the

federal government decided tc make the funds available are;16

Number of Jobs that
Public Service Group '~ Could be Made Avail-
~able (in millions)

Health, including hospitals and mental health ------- 1:355
Education ---—--——————rm e 2.017
Day care ===——=memcm e —————— 0.014
Recreation and beautification -—===-—m———cmmmmmea 0.136

151bid., p. 8.

16Harold L. Sheppard, The Nature of the Job Problem and
the Role of New Public Service Employment (Michigan: Staff
Paper of the Upjohn Institute for Employment Research, 1969),
p. 22.
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Number of Jobs that
Public Service Group Could be Made Avail-
able (in millions)

LADIaries ier i e s e s e el A e AR e i 0.063
BUBligc WEBLEEKE ————r e i s o e e o e s 0.065
Probation and parole ~———————-———mmmmm oo 0.0le
Institutions for dependent and delinguent children - 0.039
Public Works =———me—cmmm e e e e 0.150
Police and fire =—m————mmeem e 0.050
PRLSONE e i e e e it o e o e S 0.024
Defense. mrm—me s e i e i s it i o 0.350
4.27917

These 4.3 million jobs would be mainly through state and
local employment, or private contracts, but the funds would be
supplied mainly by the federal government. The jobs could not
be supplied all at once. 1In the first year, the Greenleigh study
states about 470,000 jobs mighf possibly be opened under a com-
prehensive government program, more than 70% of them in the
fields of health and education alone. The critical features
about the first year estimates are: first, such jobs would be
socially useful with a "legitimate place in the economy"; second,
they could be filled by persons with low entry skills and train-
ing; third, the employing organizations would provide the neces-
sary training and supervisions on the job without any costly
capital expenditures.18

One substantial problem concerning guaranteeing employ-
ment to individuals is the pay level that would be required to

fill the jobs. If there are hundreds of thousands of jobs going

17The additional employment in the defense industry is
due to substitution of civilian for military personnel.

18Sheppard, Pe 23.
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unfilled now in the public sector, there is little chance that
there will be changes in the near future to encourage people
into the public sector by any other factor than substantially
raising wages.

Perhaps the most efficient way to provide employment
for all those chronically unemployed, as was recently sug-
gested by the President's Commission on Technology, Automa-
tion, and Economic Progress, is for the federal government
to assume the responsibility as "an employer of last resort"
providing work for the "hard core" unemployed in useful
community enterprises. The underwriting of such a respon-
sibility would be costly indeed. The annual cost of
filling a job would be about $4500 assuming the workers
were paid only statutory minimum-wage rates, but also are
provided basic education and adequate work supervision.

The total cost of employing all employable but chronically
idle disadvantaged workers would, therefore, run initially
into several billion dollars annually. . . . a start in
this direction can be made for the expansion of a gublic—
employment program even under present conditions.l

For the aged workers, a program involving "sheltered
workshops" may be appropriate. In this case the workers' pro-
ductivity would not be a factor in his employment. Such produc-
tivity generally is very low. Although their productivity would
be low, the work they would turn out would enable them to main-
tain their self respect.

For unemployed mothers who have responsibility for a
family, there is the possibility of day care centers for their
children and regular training under some MDTA or poverty training

program. The Administration has propcsed spending $600 million

19Sar A. Levitan, "Discussion on Labor Market Policy in
Modern Society: With Particular Reference to Marginal Manpower
Groups," Toward A Manpower Policy, ed. R. A. Gordon (New York:
John Wiley & Sons, Inc., 1967), p. 278.
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for training and day care facilities to provide additional work
opportunities for cash assistance recipients under the new pro-
grams. This will pay for training opportunities for an addi-

tional 450,000 children in families headed by welfare mothers.20
Income Maintenance Programs

If the programs that have been outlined are carried out,
there should be no poor, "hard-core" unemployed left who are
able to work. But for those who are unable to work some sort of
income maintenance will be necessary. This can come in the form
of a guaranteed annual income, through a negative income tax, a
children's allowance, or "welfare reform."

It is the writer's opinion that the."guaranteed annual
income" as such is politically dead in this country. There are
very few people who approve of the concept of a guaranteed income
without having to work for it. Present income.maintenance pro-
grams are generally considered for those who have no ability to
work for themselves. Basically the concept of a guaranteed
income involves subsidizing all of those whose incomes are below
a given level so that everyone below a given income ievel will
be brought up to that level.

The children's allowance has been advocated by Daniel

Moynihan, who proposed that the federal government pay families

20U.S. President, "Proposals for Welfare Reform," Mes-
sage from the President of the U.S. (Washington, D.C.: House of
Representatives, August 11, 1969), pp. 6-7.
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eight dollars a month for each child under six years of age, and
$12 for all children from six to seventeen. Moynihan estimates
the total cost of such a program at about $9 billion a year.Zl
Another plan by Alvid L. Shorr, of the Department of Health,
Education, and Welfare advocates having the treasury pay $10 a
month for each child over six, and $25 per month for children of
preschool age. While all families would receive the payments,
the prime beneficiaries would be struggling families in their
early vears of marriage.22

Today all major industrial countries now pay children's
allowances. But there are shortcomings to such an idea. The
payments would be too small for the very poor and many categories
of poor persons, especially childless couples and old folks,
would get nothing. Some other type of program would have to be
devised to help these people.

The negative income tax would eliminate all the restric-
tive categories in the present welfare system and pay money to
everyone in need. There would be no "means" test or a rule
concerning the "man in the household." The credit for the nega-

tive income tax idea goes to Milton Friedman, who in 1962 sug-

gested the idea in his book, Capitalism and Freedom. Sargent

Shriver, former head of the Office of Economic Opportunity has

also endorsed it.

21Eamund K. Faltermayer, "A Way Out of the Welfare Mess,"
Fortune, LXXVIII, 1 (July, 1968), 66.

22:55d,, p. 66.
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The program would work as follows;

A family of four with no outside income whatever would
receive a negative tax of $2,600 a year. But if a member
of the family found a job, say paying $3000 a year, 50% of
these earnings would be disregarded in figuring out the
negative tax. Thus the family would receive a payment of
$1,100 a year ($2,600 a year minus 50% of $3,000), and,
counting in the 3%000 earned on the job, its total income
would be $4,100.

This plan would cost about $20 billion per year more than is
now being paid out in welfare payments, but it would have the
effect of guaranteeing a basic income floor of $2,600.

On the other hand, Wilbur Cohen, former Secretary of

HEW, has stated that a workable system will be a lot more com-

plex than most of its proponents think it would. 24

The payments
would have to be made every month or the incentive effect would
be lost. Any changes in the status of the family would have to
be promptly reported and programmed into the computer installa-
tion. This would take a great deal of administrative effort.
Alsc, the forms to be filled out would have to be very compli-
cated.

George H. Hildebrand, in his "Second Thoughts on the
Negative Income Tax," concludes that there will be several
practical limitations on the effectiveness of the program. Even
the highest per capita expenditure on various fractional guaran-
teed income plans are less than the present payments for the

various poor groups. Large amounts would have to be paid so

that all of the poor would receive the same level of benefits

231pid., p. 66. 241pid., p. 67.
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that they do now. But even if the reforms suggested above were

proposed, there is doubt that the reforms could be made since;
. + « they reguire the consent of the middle and upper
income groups. The plea that the proceeds (from tax reform)
could be used to finance massive transfers to all of the
poor, including the able-bodied, is likely to fall on deaf
ears. . . . 1f the above assessment stands up, then those
of us who want to raise low incomes will have to settle for
more modest immediate gains, deferring larger schemes for
later and more appropriate times.

After reviewing all of the alternative welfare systems,
Fortune concludes that a reform of the present welfare system
will be the best alternative for now--at least until some more
comprehensive research has been carried out on the negative
income tax. ExXperiments are now going on in New Jersey and
other areas to determine the effectiveness of a negative income
tax, but it will be a few years yet before the final results of
the practicability of such programs are known.

The more "non-controversial" sections of the welfare
program could be turned over to the social security system. Aid
to the blind, the aged, and the permanently and totally disabled
are considered the most "non-controversial" of all the welfare
programs. The social security trust fund could be supplemented
by direct contributions from the federal government.

With these various groups gone, the welfare system could

concentrate on families with able-bodied parents in their prime

25George H. Hildebrand, "Second Thoughts on the Negative
Income Tax," Manpower Problems and Policies: Full Employment
and Opportunity for All, ed. John A. Delehanty (Scranton, Penn.:
International Text Book Co., 1969), p. 324.
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work years. Money should be paid to all of the "working poor"
in the form of subsidies which would create a strong incentive
to work. This could also create an incentive for the husband to
stay with his family. Such revisions in the welfare system have
been proposed by the Nixon Administration. The system proposed
by the Administration would cover both "dependent families,*®
defined as those headed by a female or an unemployed male, and
"working poor" families, defined as families headed by a full-
time employed male.

The basic Federal benefit for a family of four would be
$1600 per year, $500 per person for the first two family members
and $300 for each family member thereafter. A 7 person family
with no earnings would receive $2500 per year. Families of four
with earnings up to $3920 would be eligible for benefits. All
families would be allowed to disregard $60 per month as work
related expenses. Benefits would be reduced by 50% as earnings
increased above $720 a year. 1If this program is passed by Con-
gress, the estimated cost is $4.1 billion in fiscal year 19?0.26

The program suggested by the Nixon Administration would
take the place of the present Aid-To-Dependent-Children program
that is currently on the books. Another program could be insti-
tuted for the aged poor of this country. Social security pay-
ments could be increased and expanded for the elderly poor who

have no other source of income. If this was carried ocut, to

26y.g, President, pp. 3-4.
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insure that the aged of society would have enough income to live

on, the stigma of welfare payments to this large segment of our

poor would be removed.

It appears that we could afford the payments needed for

improvements in our welfare system, if we really wanted to

afford them.

All of the country's income transfer programs, includ-

ing social security, veterans pensions, public-housing
outlays, medical aid, and welfare have been around 8% of
the GNP. This puts the U.S. well below such countries as
Sweden and West Germany, which respectively devote 14% and
18% of the GNP to such programs, apparently without in ang
way stunting human initiative or slowing economic growth. 7

If the above conclusion is correct, and we do decide to

increase the total realm of social insurance payments to reduce

the problem of inadequate income among those who cannot work,

then

. ideally, public assistance should be replaced by a

system of federal income maintenance payments. Pending the

full development of such a program, adequate federal stan-
dards and financial grants-in-aid should be estimated for
all welfare payments to which the federal government con-
tributes, and a national general assistance program should

be set up for those who do not fit into categories for
federally aided welfare programs. Such measures within
the next several years can bring a further significant
garrowingain the gap between Negro and white family
incomes.

The programs recommended here provide for gainful employ-

ment for those who are willing, and able or can be made able, to

work.

In some cases, programs of this nature cost more than

would be the case had money been transferred to eliminate the

27Faltermayer, ps 137, 28Lecht’, p. 23.
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symptoms of poverty, or at least in the short run it would be
cheaper. The President's new welfare reform measure is a case
in point. The working poor, along with the current welfare
recipients, are given aid. The major reason for this is the
strong "work ethic" that we have in this country. If an indi-
vidual is not self-reliant, he is not considered a real "man."
Men are expected to work to support themselves and their fami-
lies. There is also the political problem concerning the great
unpeopularity of many forms of income maintenance. However, there
does not seem to be the same resistance to guaranteeing jobs for
the unemployed, or supplementing the incomes of the "working
poor." Another important point is £he long rﬁn hope of reducing
all welfare payments by encouraging people to work.

It is the hope of the Nixon Administration that the new
welfare reforms will bring about an incentive to work for those
who had no such incentive before. But it shouid be stressed
that no one program will be effective in curbing fhe total
unemployment or poverty problem. It will take many different
programs, all oriented towards their own clientele, to solve

the poverty problem in the United States.



Year

1948

1949

1950
1951
1952
1953
1954
1955
1956
1957
1958
1959

1960

1961
1962
1963
1964

1965

SECTION IV

CHARTS AND STATISTICAL INFORMATION

Selected Unemployment Rates, 1948-1968

All

Workers White
3.8 3.5
L 5.6
Bwd 4.9
3.3 3.1
30 2.8
2.9 2.7
545 8.0
4.4 3.9
4.1 3.6
4.3 3.8
6.9 6.l
545 4.8
o 4.9
647 6.0
5.5 4.9
5.7 50
5.2 4.6
4.5 4.1

Professional-
Nonwhite Technical Laborers
59
8.9
9.0 2,2 11:7
5.3 1.5 5.6
5.4 1.0 5:7
4.5 <9 6.1
9.9 1.6 10.7
8.7 1.0 10.2
8.3 1.0 8.2
7:9 1.2 9.4
126 2,0 14.9
10.7 1.7 12.4
192 1.7 125
12.4 2.0 14.5
10.9 1,7 12.4
10.8 X8 12.1
9.6 1.7 10.6
8.1 145 8.4
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Selected Unemployment Rates, 1948-1968 (Continued)

All Professional-
Year Workers White Nonwhite Technical Laborers
1966 3.8 3.3 7:3
1967 3.8 3.4 7.4
1968 3.6 Juid 6.7

Source: Department of Labor, Bureau of Labor Statistics,
Economic Report of the President, January, 1969 for the first
three columns concerning unemployment rates for all workers,
White, and Nonwhite.

Manpower Report of the President, March, 1966 for Professional-
Technical Workers and Laborers, the last two columns.
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Unemployment Rates and Prices, 1948-1968

Year % Price Change Unemployment Rate
1948 T d 3.8
1949 -1.0 5.9
1950 1.0 ' 5.3
1951 8.0 3.3
1952 2.2 3.0
1953 0.8 | 2.9
1954 0.4 5.5
1955 -0.3 4.4
1956 1.5 : ' 4.1
1957 3:5 ) 4.3
1958 2.8 6.8
1959 0.8 5.5
1960 1.5 5.5
1961 1.1 ' 6.7
1962 1.2 ' 5.5
1963 1.3 | 5.7
1964 1.3 ‘5.2
1965 17 4.5
1966 2.9 3.8
1967 2.8 3.8
1968 ' 3.9 - 3.6

Source: Department of Labor, Bureau of Labor Statistics,
1969 Economic Report of the President, data computed from con-
sumer price index, p. 65.
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The main causes of unemployment in the United States are
a lack of sufficient aggregate demand and "structural" factors.
In the late 1950's and early 1960's high unemployment levels led
to a debate as to the relative importance of these two causes of
unemployment.

According to the proponents of inadequate demand, a slow
growth rate resulted in insufficient job creation for new workers
entering the labor force. Advocates of this cause of unemploy-
ment recommend that monetary and fiscal policies be used to
stimulate aggregate demand and growth.

The "structural" unemployment theory discounts the lack
of aggregate demand as a major cause of increased unemployment in
the late 1950's and early 1960's. Instead, the high unemployment
was attributed to a constant restructuring of the American econ-
omy, which results in a mismatching of workers and jobs. Special
government training programs have been proposed as one method of
combatting this "structural" unemployment.

Articles and books representing both positicns are
reﬁiewed. The general conclusion is that high levels of aggre-
gate demand are needed to keep unemployment rates down to 4 or
5%. This may require massive government spending. Once this
level is reached, an emphasis on special training programs will
be necessary to improve skills to the levels necessary for the
jobs available.

The major government training program which was set up

to combat structural unemployment was the Manpower Development



and Training Act passed in 1962. It is oﬁe of the first and
most extensively evaluated of the manpower programs. Towards
the middle of the 1960's unemployment rates fell and most work-
ers with work experience were employed. The people still unem-
ployed generally had poor gualifications for employment. Due
to this, from 1964 and on, special programs were designed to
deal with the "hard-core" unemployed. The MDTA came to deal
more with the "hard-core” unemployed, which gave it the appear-
ance of an anti-poverty agency.

The anti-poverty programs became controversial because
of their failure to live up to unreasonable expectations.
Although some projects were cut back, a great deal was learned
about the technology of anti-poverty programs.

Recommendations are made concerning the elimination of
unemployment in America. But before any government program can
be effective, a high level of aggregate demand is essential.
Training programs costing approximately 1% of the GNP may be
necessary, but this will not provide employment for everyone.
Therefore, the government sector may have to be expanded; either
by increasing public employment or providing subsidiesrto private
industries.

Even if the "hard-core" unemployed are given jobs, some
form of income maintenance will be necessary for those who are
unable to work. Various proposals have been made; including a
children's allowance, a guaranteed income, a negative income tax,
and "welfare reform." In the present political environment,

"welfare reform" seems to be the most practical.



