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O U R D E M A N D F O R economic projections 
a n d prognostications is due to some 
extent to a feeling of insecurity . A s 
victory dawns , we are aware of three 
d a n g e r s : the t h r e a t of economic d i s ­
locations a n d unemployment d u r i n g 
the coming reconversion; the t h r e a t 
of se t -back , unemployment , a n d social 
conflict after demobilization; a n d the 
danger of m a s s unemployment a n d 
m i s e r y a few years later , after a short 
spell of prosperity while industry h a s 
been catching up w i t h the demands 
w h i c h have accumulated d u r i n g the 
w a r years . 

Experience After Previous Wars 
E x p e r i e n c e after the C i v i l W a r a n d 

the F i r s t W o r l d W a r justifies these 
apprehensions . 

I n the s u m m e r of 1865, immediately 
after the end of the C i v i l W a r , t h e 
U n i t e d States experienced a set -back . 

T h e n , after a n inf lat ionary boom, a 
new set -back came i n 1869. I t w a s 
followed by a short period of p r o s ­
perity a n d t h e n a deep depression 
w h i c h lasted u n t i l the end of the 
1870's. 

S i m i l a r l y , the end of the F i r s t 
W o r l d W a r brought a m i n o r se t -back 
i n the a u t u m n of 1918 a n d a violent 
contract ion of economic activity i n 
1920. T h e subsequent period was 
cal led " p r o s p e r i t y " by some people, 
a n d " fools ' p a r a d i s e " by others. I n 
relat ion to the F i r s t W o r l d W a r , this 
period m a y be described as c a t c h i n g -
up expansion, whi le the great depres ­
s ion of the 1930's appears as the 
secondary postwar depression, a n ­
alogous to t h a t of the 1870's. 

W h i l e history w i l l not necessari ly 
repeat itself, past experience i s d i s ­
turbing. T h r e e dangerous t u r n i n g 
points are hidden somewhere i n the 
future , i n the phases of the postwar 
economy analogous to the a u t u m n of 
1918, to 1920, a n d to the 1930's. P e r ­
sons responsible for employment 
security are p a r t i c u l a r l y eager to 
figure out w h a t wi l l h a p p e n i n the 

unemployment compensation system 
d u r i n g the coming vicissitudes. 

Experience in Unemployment Com­
pensation, 1939-44 
A general answer to the las t ques­

t ion m a y be d r a w n from a n e x a m i n a ­
tion of t h e average weekly number of 
beneficiaries under State unemploy ­
ment compensation systems dur ing 
the years 1939 t h r o u g h 1944 ( c h a r t 
1 ) . W h e n G e r m a n y invaded P o l a n d , 
the U n i t e d States was recovering from 
the depression of t h e 1930's. T h e first 
mani festat ion of the w a r boom cut 
down the n u m b e r of beneficiaries. 
T h e n , after the conquest of P o l a n d , 
a l u l l developed i n the w a r theater . 
T h e " p h o n y w a r " i n E u r o p e caused 
uneasiness a n d a feeling of u n c e r ­
ta inty i n this country . Recovery was 
interrupted by a mounting tide of u n ­
employment. T h e weekly number of 
beneficiaries was at a peak, more t h a n 
50 percent above the p r e w a r level , 
w h e n G e r m a n y opened its second of­
fensive by i n v a d i n g the L o w Countr ies . 
After D u n k e r q u e a n d the surrender of 
F r a n c e , w h e n the war became a s t r u g ­
gle for s u r v i v a l , t h i s country assumed 
the role of the a r s e n a l of democracy. 
T h e drop i n the number of benefici ­
aries was due to the expansion i n de­



fense industries w h i c h began i n the 
second h a l f of 1940. B y the end of 
t h a t year , however, the average n u m ­
ber of beneficiaries was st i l l as h i g h 
as i t probably would have been i f do­
mestic recovery h a d followed its course 
a n d there h a d been no w a r i n E u r o p e . 
T h e addit ional cost to the u n e m p l o y ­
ment compensation system for this 
interrupt ion of recovery—for c o m p e n ­
sat ing unemployment result ing f rom 
these u n c e r t a i n t i e s — w a s probably 
some $200 mi l l ion . 

T h e s i tuat ion changed after t h e 
e n a c t m e n t of the lend- lease law a n d 
especially after the invasion of R u s s i a . 
T h e lend- lease program gave us tools 
for preparing ourselves for our role i n 
the world d r a m a . H i t l e r ' s drive east ­
w a r d to U k r a i n i a n w h e a t a n d C a u ­
c a s i a n oil gave us t i m e to complete 
our preparations . After P e a r l H a r ­
bor, w h e n production of automobiles 
a n d other durable goods was stopped 

i n the interest -o f a speedy mobi l iza ­
t ion, the number of beneficiaries s k y ­
rocketed again . I t s u p t u r n reflected 
temporary displacement unemploy ­
m e n t i n i n d u s t r i a l areas . A t a rough 
approximation , the contribution of the 
unemployment compensation system 
to f inancing t h a t phase of mobi l iza ­
tion m a y be estimated a t $100 mil l ion . 

F u r t h e r development of the w a r 
economy is reflected i n the g r a d u a l 
decline of the benefit load to the low 
point late i n 1943, w h e n m u n i t i o n s 
production was at its peak. T h e curve 
of beneficiaries turned up w h e n the 
curve of munit ions production t u r n e d 
down. 

T h i s experience m a y be s u m m e d u p 
i n two statements : T h e benefit a n d 
work load of the unemployment c o m ­
pensation system is extremely s e n s i ­
t ive to a l l the events w h i c h affect the 
economic outlook a n d business c o n d i ­
tions. I t is l ikely to grow whenever 

large -scale readjustments i n p r o d u c ­
t ion a n d i n the distr ibution of the 
labor force take place. 

I t is f a i r l y c e r t a i n t h a t dur ing t h e 
next 2 or 3 years of reconversion we 
c a n ant ic ipate several up a n d down 
movements of compensable unemploy ­
m e n t s i m i l a r to those i n 1940 a n d 1942. 
R e m e m b e r i n g its experience i n the 
ear ly phase of t h e w a r , a S t a t e m a y 
t r y to visualize its future work load 
i n re lat ion to the peak load before 
D u n k e r q u e a n d after P e a r l H a r b o r . 

Chart 1.—Average weekly number of beneficiaries, unemployment compensation, January 
1939-February 1945 

The Duration and Magnitude of 
Reconversion 
I n contrast to the C i v i l W a r a n d the 

F i r s t W o r l d W a r , t h i s w a r is not e n d ­
ing suddenly. I t is ending i n stages; 
it is over i n E u r o p e but nobody knows 
how long i t w i l l las t i n A s i a a n d t h e 
Paci f ic . T h e order to cease fire w i l l 
not br ing a n immediate restoration of 
peace. T h e g r i m task of f inishing t h e 
job i n the Paci f ic a n d of policing the 
aggressor nat ions w i l l m a k e a swift 
demobilization impossible a n d wi l l 
s t retch reconversion over a long p e ­
r iod of t ime. 

I n a broad sense, reconversion began 
i n the a u t u m n of 1943. F u r t h e r steps 
toward economic demobilization are to 
be expected w i t h the end of the w a r i n 
E u r o p e . R e a d j u s t m e n t s a r e l ikely to 
continue, at a slower pace, whi le the 
struggle i n the Paci f ic approaches the 
c l imax . T h e y wi l l be accelerated 
after the m i l i t a r y collapse of J a p a n . 
After t h a t day, however, a year or 
more m a y elapse before a l l t h e s e r v ­
icemen r e t u r n to their homes. I f one 
assumes the defeat of J a p a n sometime 
i n 1946, reconversion a n d demobil i ­
zat ion m a y s t r e t c h to the end of 1947 
a n d would l a s t — c o u n t i n g f r o m t h e 
end of 1943 w h e n reconversion a c t u ­
al ly s tar ted—about 4 y e a r s ; i f the 
road to victory i n A s i a t u r n s out to 
be longer, reconversion m a y take even 
longer. 

W h a t is the job to be done i n t h i s 
p e r i o d — s a y by M a y 1948—in terms 
of regearing the economic forces i n 
the Nat ion? 

I n M a r c h 1945 the U n i t e d States 
h a d a labor force of approximately 64 
mil l ion, i n c l u d i n g about 6.5 mi l l ion 
w a r emergency workers . O f the total , 
12 m i l l i o n were i n m i l i t a r y service, 52 
mi l l ion i n the c i v i l i a n labor force 
(table 1 ) . L e s s t h a n 1 mi l l ion were 
unemployed a n d more t h a n 51 m i l l i o n 
were at w o r k : more t h a n 40 mi l l ion 
i n peacet ime jobs ( inc luding s e l f - e m ­
ployment, agriculture , a n d civi l gov­



e r n m e n t a g e n c i e s ) ; 9 mi l l ion i n m u n i ­
t ions production a n d related i n d u s ­
t r i e s ; 2 mi l l ion i n c iv i l ian employment 
by F e d e r a l w a r agencies. A p a r t f rom 
seasonal ups a n d downs, t h i s was 
about the s i tuation on V - E day. 

Reconvers ion to peacetime c o n d i ­
t ions entails lay-offs of 11 mi l l ion w a r 
workers a n d drast ic reduct ion of the 
a r m e d forces. I f 3 mi l l ion m e n r e ­
m a i n i n m i l i t a r y service ( including 
some type of m i l i t a r y t r a i n i n g ) a n d 
1 mil l ion ex -servicemen either c o n ­
t inue their education or are unable to 
r e t u r n to c i v i l i a n occupations, about 
8 mil l ion ex -serv icemen wil l j o i n 
workers la id off by w a r industries . 
Meanwhi le , a n addit ional 1.5 mi l l ion 
persons wi l l be added to the labor 
force by r e a s o n of the n o r m a l growth 
of population. T h u s the gross i n ­
crease i n the supply of labor for peace­
t ime work, f rom M a y 1945 to M a y 
1948, m a y represent some 20.5 mi l l ion 
persons. 

W e do not know exact ly the t i m i n g 
of this tide, but the general pat tern 
of the process is fa ir ly c l e a r : a long 
a n d gradual flow of m e n a n d women 
from w a r service a n d w a r jobs back 
to peacetime occupations. 

F o u r factors wi l l offset t h i s m o v e ­

m e n t : readjustment of hours of work ; 
w i t h d r a w a l of w a r emergency w o r k ­
e r s ; t h e pending d e m a n d for labor 
(unfilled j o b s ) ; a n d the expansion of 
peacetime production. 

T h e number of jobs w h i c h m a y be 
m a d e avai lable t h r o u g h reduction of 
hours of work m a y be estimated at 3 
mi l l ion on the basis of the following 
considerations : 

T h e average workweek of factory 
workers h a s increased 20 percent , 
f rom 37½ hours i n 1939 to 45 by 1943. 
A s imi lar rate of increase was r e ­
corded i n building construction a n d 
public service. T h e increase was more 
t h a n 20 percent i n m i n i n g but less 
i n trade, public uti l it ies , a n d service 
industries . No precise information is 
avai lable for agriculture , a l though t h e 
acute shortage of f a r m labor suggests 
t h a t the number of hours per a g r i c u l ­
t u r a l worker has increased i n at least 
t h e s a m e proportion as i n i n d u s t r y . 
I n brief, i t is conservative to assume 
that , for the Nat ion as a whole, the 
average number of hours worked 
weekly h a s increased at least 15 p e r ­
cent. 

I t is fa ir ly probable, however, that 
the output per worker h a s r i sen at a 
lower rate , say 10 percent. Apply ing 
this rate to total c iv i l ian employment 
( a n n u a l average i n 1944: 52 m i l l i o n ) , 
i t is found t h a t the increase i n the 
number of hours of work was e q u i v a ­
lent to recrui t ing more t h a n 5 m i l l i o n 
addit ional workers . I n peacetime i n ­
dustries alone the increment probably 
represented near ly 4 mi l l ion m a n -
years of work. T h e s e figures seem to 
support the conclusion that from M a y 
1945 to M a y 1948 at least 3 mi l l ion 
vacancies would be opened i n peace­
t ime industries by r e t u r n to the p r e ­
w a r p a t t e r n i n hours of work. 

T h e extent to w h i c h emergency w a r 
workers w i l l " e v a p o r a t e " is another 
u n k n o w n variable . T h e labor force 
h a s grown w i t h t h e increas ing p r e s ­
sure of the w a r a n d the progressive 
induct ion of boys, some of w h o m have 
never h a d c i v i l i a n jobs ( c h a r t 2 ) . 
G r o w t h was accelerated w h e n u n e m ­
ployment dropped below the m i n i m u m 
necessary for the n o r m a l labor t u r n ­
over. S p e c i a l measures were neces ­
s a r y to br ing to factories a n d offices 
mi l l ions of persons who, under p e a c e ­
t ime conditions, would not be i n the 
labor force. T h e s e measures wil l be 
re laxed dur ing the reconversion a n d 
stopped w h e n the w a r ends. 

I t is l ikely t h a t school attendance 
wi l l be restored to the p r e w a r p a t t e r n 

or wi l l be further improved, i n a c c o r d ­
ance w i t h the long-range t r e n d . E v e n 
if boys a n d girls who h a v e entered 
ga infu l work p r e m a t u r e l y d u r i n g t h e 
w a r f a i l to r e t u r n to school, they w i l l 
cease to be emergency workers after 
they r e a c h t h e age at w h i c h t h e y 
would have t a k e n jobs if there h a d 
been no war . T h i s p a r t of the surplus 
labor force is , therefore, se l f - l iquidat ­
i n g ; its e l iminat ion is s imply a m a t t e r 
of t ime. Se l f - l iquidat ing l ikewise is 
the employment of m a n y service wives 
a n d of superannuated workers who 
have postponed their w i t h d r a w a l d u r ­
i n g t h e w a r or found t h e i r w a y back 
to employment after ret irement . 
D w i n d l i n g work opportunities m a y be 
ant ic ipated for s u b m a r g i n a l workers. 

O n the other h a n d , i t is not unl ikely 
t h a t some of the m a r r i e d women who 
took work dur ing the w a r w i l l r e m a i n 
i n the labor force. I n c r e a s e i n the 
proportion of working women is i n 
l ine w i t h the long-range t r e n d . 

A l l i n a l l , assuming t h a t the labor 
force now includes about 6.5 mi l l ion 
persons who would not be avai lable 
for work under n o r m a l conditions, 
w i t h d r a w a l of 5 mil l ion individuals i n 
the course of reconversion a n d demo­
bi l izat ion—by M a y 1948—seems to be 
i n the r e a l m of probability. 

T h e t h i r d u n k n o w n i tem is the 
number of unfilled jobs available for 
workers l a i d off by munit ions f a c ­
tories. I n attempting to estimate this 
i tem, one should take into account 
t h a t some vacancies w i l l disappear 
w h e n the w a r boom is over. F o r ex­
ample, the conspicuous d e m a n d for 
labor i n r e t a i l trade a n d services i n 
the centers of w a r industry w i l l de ­
cline as w a r production is cut back. 
T h e pending d e m a n d for labor w h i c h 
wi l l r e m a i n a n d m a y cushion the r e ­
conversion lay-offs is therefore e s t i ­
mated , very conservatively, at 1 m i l ­
l ion. 

Table 1.—High lights of the reconversion 

N u m ­
ber ( in 

m i l ­
lions) 

I . Manpower on V - E day, M a y 1945: 1 

Tota l 64.0 
I n m i l i t a r y service 12.0 
Civi l ian labor force available, total 52.0 

Unemployed .8 
Employed, total 51.2 

Peacetime activities 40.2 
Munit ions and related industries 9.0 
War agencies 2.0 

I I . Assumed changes,. May 1945-May 1948: 
A . Increase i n civi l ian labor supply, 

total 20.5 

Cut-backs i n munitions and re­
lated industries 9.0 

Cut-backs i n war agencies 2.0 
Ex-servicemen returning to c iv i l ­

ian occupation (net change) 8.0 
Increase i n labor force from popu­

lation growth 1.5 
B . Absorption of labor displaced b y 

demobilization of industry and 
the armed forces, total 19.0 

Fi l l ing vacancies now open 1.0 
Openings due to curtailment of hours of work 

3.0 
Withdrawal of emergency workers 5.0 
New peacetime jobs: 

I n same establishment (without 
interruption of employment) 2.5 

Created through reconversion 7.5 

C. Unemployment: 
Increase 1.5 
Tota l at end of reconversion 2 2.3 

1 Based on March 1945 figures of the War M a n ­
power Commission; no allowance for seasonal varia­
t i on and other changes, M a r c h - M a y 1945. 

2 Including 800,000 out of work on V - E day. 

T o s u m up changes i n the period 
f r o m M a y 1945 to M a y 1948: on one 
side of the ledger are increases i n 
the c iv i l ian labor force total ing some 
20.5 m i l l i o n ; on the other side, the 
offsetting f a c t o r s — r e a d j u s t m e n t of 
hours of work, w i t h d r a w a l of e m e r ­
gency workers , a n d unfilled j o b s — 
w h i c h m a y absorb 9 mil l ion persons. 
T h e remainder 11.5 mi l l ion represents 
the net d e m a n d for new peacetime 
jobs to keep unemployment at the 
present level. T h e figure w i l l be 
nearer to 10 mil l ion if a l lowance is 
made for a moderate increase of t e m ­
porary " f r i c t i o n a l " unemployment . 



Chart 2.—Variations in manpower, January 1939-January 1945 T h e s e considerations lead to a rough 
estimate of the goal of i n d u s t r i a l r e ­
conversion i n terms of the number of 
new peacetime jobs required to e n ­
sure a reasonably h i g h level of e m ­
ployment after the war . I n addit ion 
to readjust ing hours of work a n d 
fil l ing the existing vacancies , the 
goal is to raise the number of peace­
time jobs f rom 40 mi l l ion as i n 
M a r c h 1945 to 50 mil l ion, i n r o u n d 
numbers . W i t h 3 mi l l ion persons 
who would obtain jobs through r e a d ­
justment of hours of work a n d 1 m i l ­
l ion through filling exist ing v a c a n ­
cies, c iv i l ian employment at t h a t t ime 
would total , under the assumptions 
set forth , about 54 mil l ion . 

Postwar Employment 
W h a t are the chances that ful l e m ­

ployment w i l l be at ta ined after the 
w a r ? T h e question m a y be a p ­
proached through two lines of r e a s o n ­
i n g — o n e s tar t ing f rom the prewar 
pat tern of employment, the other 
based on the present distribution of 
jobs a n d the possibility of expansion 
i n various fields of economic activity. 

I n M a r c h 1940, our economic s y s ­
tem h a d about 45 mil l ion c iv i l ian jobs. 
Al lowing about a 9-percent increase 
for the growth of population, i n 1948 
the same p a t t e r n of employment 
would m e a n approximately 49 m i l ­
l ion jobs. T h e postulate of full e m ­
ployment—54 mi l l ion peacetime jobs 
by w h a t might be the end of demo­
bi l i zat ion—is , therefore, 5 mi l l ion 
jobs more t h a n we would have a c ­
cording to the prewar pattern . T a k ­
ing into account how far we were 
f r o m the goal of prosperity i n 1940 
a n d m a k i n g al lowance for the de ­
ferred demand for housing, durable 
consumer goods, capi ta l goods, a n d 
public works i n our postwar economy, 
as well as for the new possibilities of 
exports a n d investments abroad, the 
goal appears w i t h i n r e a c h . 

T o take the second approach , i n 
M a r c h 1945 about 17 mi l l ion workers 
were employed i n m a n u f a c t u r i n g a n d 
m i n i n g , more t h a n h a l f of t h e m i n 
w a r production. T h e shift to a peace­
t ime economy does not necessari ly 
m e a n terminat ion of 9 mi l l ion jobs. 
Some w a r workers w i l l have peace ­
t ime jobs i n the same establishment , 
at the same lathe or bench . A c c o r d ­
ing to a survey made by the N a t i o n a l 
Association of M a n u f a c t u r e r s i n N o ­
vember 1944, the peak of factory e m ­
ployment dur ing the w a r was about 
50 percent above the prewar level ; the 

low point dur ing reconversion m a y be 
somewhat above the p r e w a r level ; a n d 
postwar employment i s expected to be 
31 percent above it . T h i s estimate 
suggests t h a t , as a result of t e r m i n a ­
tion of 9 mil l ion w a r jobs, not 9 m i l ­
l i o n but about 6 mi l l ion workers w i l l 
be la id off; t h a t 3.5 mi l l ion new peace­
time jobs w i l l be provided i n a c o m ­
parat ive ly short t ime by i n d u s t r i a l r e ­
conversion; a n d t h a t a l l i n a l l , after 
the completion of reconversion, m a n ­
ufactur ing would employ 2.5 mi l l ion 
fewer workers t h a n at the peak of the 
w a r effort. 

E v e n if one discards this estimate 
as too optimistic , i t appears l ikely t h a t 
of the required 10 mil l ion or so p e a c e ­
time jobs ( in addition to the 40.2 m i l ­
l ion available i n M a y 1945, unfilled 

vacancies , a n d vacancies provided by 
r e a d j u s t i n g h o u r s of w o r k ) , m a n u ­
factures would provide 5.5 m i l l i o n — 
2.5 mi l l ion immediate ly i n t h e s a m e 
establ ishments without interrupt ion 
of employment a n d 3 mi l l ion as a r e ­
sult of reconversion. T h e n u m b e r of 
new peacetime jobs required i n other 
t h a n m a n u f a c t u r i n g industries would 
t h u s be reduced to somewhat less t h a n 
4.5 mi l l ion . 

H o w these jobs might be distr ibuted 
among industries is a matter of s p e c u ­
lat ion . I t seems, however, t h a t by 
M a y 1948 the booming bui lding i n ­
dustry might demand not less t h a n 
1.5 mi l l ion workers ; t h a t about 500,000 
would flow b a c k — a t least t e m p o ­
r a r i l y — t o a g r i c u l t u r e ; t h a t 500,000 
persons m a y find work opportunities 



for se l f -employment . A n addit ional 
2 mi l l ion jobs m i g h t be found i n trade , 
public uti l it ies , t ransportat ion a n d 
c o m m u n i c a t i o n , educational a n d 
m e d i c a l services, other professional 
pursuits , government, service i n d u s ­
tries , a n d domestic service . 

However , the statement t h a t i n d i ­
v iduals released f rom w a r activities 
m a y be reabsorbed by the peacetime 
economy, after the completion of t h e 
reconversion, does not suggest t h a t 
there would be no unemployment i n 
the t r a n s i t i o n period. 

A c t u a l l y , i n m a n y cases a consider ­
able t ime w i l l elapse before a suitable 
peacetime job is found by a worker 
l a i d off by a munit ions factory, a n e x -
s e r v i c e m a n released from a s e p a r a ­
tion center, or a worker displaced 
f rom a c i v i l i a n job by a m a n released 
f rom the a r m e d forces. T h e goal of 
reconversion policy is to fit t h e r e -
absorption of the available labor force 
to the course of demobilization. I t 
w i l l be comparatively easy to find jobs 
for the first 2 or 3 mi l l ion w a r workers , 
but difficulties w i l l increase as t i m e 
goes on. T h e f inal phase of demobil i ­
zation wi l l probably be the most d i f f i ­
cult , a n d a l l the intermediate steps 
should serve to prepare t h e most f a ­
vorable conditions for h a n d l i n g t h a t 
s i tuation. 

Timing of Different Aspects of the 
Reconversion 
Essent ia l ly , regearing the economic 

system from w a r to peacetime c o n d i ­
tions requires a series of expansions 
i n peacetime production a n d c o n t r a c ­
tions i n the labor force a n d i n hours 
of work. T h e c r u c i a l question is the 
t iming. I s i t preferable to effect a l l 
possible expansion first, s a y i n 1945 
a n d 1946, a n d l a u n c h the process of 
contracting the labor force later , s a y 
i n 1947, after t h e end of hostilities i n 
the Paci f ic , w h e n ex -serv icemen w i l l 
be r e t u r n i n g to c i v i l i a n occupations? 
O r to begin w i t h the necessary c u r t a i l ­
ment of the labor force a n d hours of 
work a n d synchronize expansion w i t h 
the f inal phase of the demobilization? 

T h e first p a t t e r n i s e a s i e r — i n fact , 
i n its early phase i t would meet the 
desires of a l l pressure groups. T h e 
second p a t t e r n presents considerable 
difficulties. I t implies t h a t e x p a n ­
sion of peacetime production i n c e r ­
ta in industries should be deliberately 
postponed a n d the shift from the w a r 
boom to a more frugal type of e c o n ­
omy should be accelerated. O n the 
other h a n d , the corollary of a r e d u c ­

tion of hours of work i n the early 
phase of the reconversion is a rise of 
wage rates w h i c h would prevent a n 
excessive loss of p u r c h a s i n g power by 
workers a n d ensure stability of wage 
cost per u n i t of production. E m p l o y ­
ers have been paying p r e m i u m pay 
for overtime work a n d have been 
using m a n y inexperienced workers 
who would not meet peacetime s t a n d ­
ards of efficiency. Output h a s not i n ­
creased i n proportion to the rise i n 
time worked a n d the ensuing wage bi l l . 
I f the workweek is shortened a n d the 
labor force curtai led , wage rates , 
therefore, could be increased without 
increas ing wage costs per u n i t of out ­
put . However , a n increase i n wage 
rates m a y be opposed by employers 
whi le curta i lment of hours of work 
without ad justment i n wages would be 
opposed by labor unions . I t would 
not be easy to m a k e both parties agree 
on a policy c o n t r a r y to their i m m e ­
diate interests a n d c u r r e n t slogans. 

I n spite of i ts obvious difficulties, i t 
should be recognized that this second 
pattern of reconversion would have 
tremendous advantages from the point 
of view of a smooth demobilization 
a n d general welfare. R e d u c t i o n of 
the workweek i n the early phase of 
reconversion would create a n a d d i ­
t ional demand for labor immediately 
after the c u t - b a c k s i n munit ions i n ­
dustries, i n those areas where s u c h 
c u t - b a c k s took place. T h i s policy 
would also s tretch the necessary r e a d ­
justments i n the size of the labor force 
over a longer period of t ime. I t s 
m a i n advantage is t h a t it would p r e ­
vent development of m a s s unemploy­
ment i n the c r u c i a l phase of demobi­
l ization, say i n 1947, after the end of 
the w a r i n the Paci f ic . 

As long as we do not know the t i m ­
ing of different aspects of reconver ­
s ion we are compelled to use a l t e r n a ­
tive estimates of the probable volume 
of unemployment i n its consecutive 
phases—one for the type of reconver ­
sion w h i c h postpones difficult d e c i ­
sions a n d leaves ex -servicemen to 
c a r r y the m a i n burden of unemploy ­
m e n t ; the other for the type of r e ­
conversion w h i c h begins w i t h r e a d ­
j u s t m e n t i n the labor force a n d s y n ­
chronizes i n d u s t r i a l expansion w i t h 
the h i g h tide of demobilization. 

The Coming Reconversion 
T h e tide of unemployment w h i c h 

m a y be ant ic ipated i n the next few 
years is re lated to the economic a n d 
m i l i t a r y demobilization r a t h e r t h a n 

to the a f t e r m a t h of the w a r economy. 
I t is analogous to t h e economic s e t ­
backs i n 1865 after the C i v i l W a r a n d 
i n the a u t u m n of 1918 after W o r l d 
W a r I , not the dislocations i n 1867 
a n d 1920. 

T h e experience of the previous w a r s 
indicates t h a t the t h r e a t of u n e m ­
ployment is less serious immediately 
after the end of hostilities t h a n i n 
l a t e r phases of the postwar e c o n o m y — 
after demobilization is completed a n d , 
st i l l later , w h e n the economy h a s 
caught up w i t h postponed demands . 
Avai lable in format ion on the possible 
extent of lay-offs i n the first 12 
months after V - E day seems to i n d i ­
cate that the in i t ia l p a r t of the r e c o n ­
version program w i l l be completed 
without large -sca le unemployment . 
I t is ant ic ipated , i n fact , t h a t about 
5.5 mi l l ion workers m a y be l a i d off 
i n t h i s period by w a r factories a n d 
F e d e r a l war agencies. 1 A n addit ional 
1 to 1.5 mil l ion m e n m a y j o i n the c i v i l ­
i a n labor force because of reduction 
of the A r m y . O n t h e other h a n d , 
w i t h d r a w a l s of emergency workers 
m a y c u r t a i l the c i v i l i a n labor force by 
500,000 to 1 mi l l ion . T h e total a d d i ­
t ion to the peacetime labor force i n 
the first year after V - E day m a y 
amount to 6.5 mi l l ion . O n the other 
h a n d , on the basis of investigation 
of possibilities i n various industries , 
i t is estimated t h a t a t least 3 mi l l ion 
new jobs w i l l become available d u r ­
ing t h i s t ime i n m a n u f a c t u r e s ; 1 m i l ­
l ion i n construct ion ; 500,000 i n m i n ­
ing, trade, a n d services ; 100,000 i n 
G o v e r n m e n t ; 400,000 i n agriculture . 
S i n c e the total is 1.5 mi l l ion short of 
the total increment i n the number of 
individuals avai lable for peacetime 
activities , unemployment would h a v e 
r isen , a year after V - E day, to 2.3 
mi l l ion , w h i c h is less t h a n the theo­
r e t i c a l irreducible m i n i m u m of the r e ­
serve labor force associated w i t h the 
concept of " f u l l employment . " 

T h i s estimate makes no al lowance 
for reabsorption of the labor force 
through readjustment of hours of 
work. As far as the volume of u n e m ­
ployment i n this period i s concerned, 
it does not m a k e m u c h difference 
whether peacetime jobs are provided 
by expanding production of c i v i l i a n 

1 T h i s figure i n c l u d e s n o t o n l y t h e l a y ­
offs in w a r i n d u s t r i e s a l r e a d y a n n o u n c e d 
by t h e Office of W a r M o b i l i z a t i o n a n d R e ­
c o n v e r s i o n b u t also a l lowance for f u r t h e r 
r e c o n v e r s i o n of w a r - p r o d u c t i o n p r o g r a m s 
w h i c h t h e favorable development of m i l i ­
t a r y o p e r a t i o n s m a y m a k e poss ib le . 



goods or readjust ing working hours . 
A readjustment of hours of w o r k — 
even on a regional b a s i s — m i g h t keep 
unemployment below the l imit of 2.3 
mi l l ion , even if i n d u s t r i a l production 
is expanded more slowly t h a n assumed 
i n this estimate. Condit ions i n the 
following 12 months , however, appear 
less reassuring . 

I f , according to the previous e s t i ­
mates, 6.5 mi l l ion workers are set free 
for peacetime jobs i n the first year 
after V - E day, a n addit ional 12.5 m i l ­
l ion indiv iduals wi l l appear i n the 
labor m a r k e t i n the subsequent phases 
of reconversion, say f rom M a y 1946 to 
M a y 1948. L e t us assume t h a t be ­
tween M a y 1946 a n d M a y 1947 the 
w a r i n the Paci f ic wi l l have been won 
a n d t h a t a n addit ional 12 months w i l l 
elapse before repatr iat ion of troops 
is completed. T h i s assumption s u g ­
gests two consecutive waves of influx 
to the peacetime labor force; say 7.5 
mi l l ion persons ( m a i n l y w a r workers) 
by M a y 1947 a n d 5 mi l l ion (a l l v e t ­
erans ) i n the following 12 months . 
T h e reabsorption of the first wave wi l l 
be more difficult t h a n the s i m i l a r task 
d u r i n g the year following V - E day. 
More pressure wi l l be required for 
reduction of the labor force, a n d u n ­
employment might rise temporari ly , 
i n this phase of reconversion, to 3 or 
even 4 mi l l ion . 

I n the f inal phase of demobilization 
the progress of reabsorption m a y keep 
pace w i t h the r e t u r n of ex -servicemen 
to their homes if necessary r e a d j u s t ­
ment of the labor force h a s been c o m ­
pleted i n advance a n d the economic 
system is expanding. O n the other 
h a n d , considerable difficulties m a y 
develop, a n d unemployment m a y rise 
temporar i ly to 5 or even 7 mi l l ion i f 
no leeway h a s been left for expansion 
of peacetime production. 

Loads of the Unemployment Com­
pensation System 

I n the first 12 months after V - E 
day, the work load of unemployment 
compensation agencies, i n the U n i t e d 
States as a whole, m a y be about the 
same as i n 1942, d u r i n g the displace­
ment unemployment after P e a r l H a r ­
bor. Benefit p a y m e n t s i n t h i s period 
m a y total about $500 mi l l ion or about 
50 percent of contributions collected. 
T h i s rat io , however, w i l l v a r y widely 
f rom State to State . Some States m a y 
have a heavier work load t h a n i n 1942 
a n d pay out i n benefits more t h a n 
they collect. I n other States , the 

early phase of reconversion m a y differ 
little from the boom of 1943 or 1944. 

T h e work a n d benefit load i n the 
second 12 months is l ikely to be m u c h 
heavier . E v e n if fewer w a r workers 
are l a i d off, those displaced w i l l have 
greater difficulty i n finding suitable 
jobs. A larger proportion of job t e r ­
minat ions w i l l result i n c la ims for u n ­
employment benefits. T h e ratio of 
continued to i n i t i a l c la ims w i l l rise. 
I t seems fa ir ly probable that , i n the 
United States as a whole, benefit p a y ­
ments i n this second phase of r e c o n ­
version m a y exceed the peak i n the 
s u m m e r of 1940. A l l i n a l l , $600 to 
$750 mil l ion might be spent by State 
agencies i n these 12 months , a n d i t is 
probable t h a t some States w i l l h a v e 
to dip into their reserves to cover 
c u r r e n t expenditures. 

As things look now, however, i t is 
highly unl ikely that total benefit p a y ­
ments i n the U n i t e d States i n the s e c ­
ond 12 months of reconversion w i l l 
approach the amount of contribution 
collections. 

T h e perspectives for the t h i r d 12-
m o n t h period are less c lear . I t is de ­
fensible to hope that the e x - s e r v i c e ­
m e n r e t u r n i n g from overseas w i l l find 
the suitable jobs w h i c h have been 
promised to t h e m . Serious d is loca ­
tions, however, m a y develop i n this 
period unless measures are t a k e n i n 
advance to cushion the trans i t ion . 

Long-Range Perspectives 
I n terms of the chronology of W o r l d 

W a r I , i t is not enough to avert the 
shock of the a u t u m n of 1918. T h e 
r e a l problems a r e : how to avoid the 
recession of 1920-21; how to b a r the 
u n h e a l t h y speculation of the 1920's; 
a n d how to prevent the collapse of 
1929. 

T h e stage was set for recession i n 
1920-21 by r u n a w a y w a r inf lation, 
w h i c h reached a new peak after the 
cessation of hostilities. C h a r t 3 i l l u s ­
trates the course of inflation dur ing 
a n d after W o r l d W a r I , as compared 
w i t h inflation dur ing the C i v i l W a r . 
T h e c h a r t shows indexes of wholesale 
prices as a percentage of those i n the 
last p r e w a r year—1860 for the C i v i l 
W a r a n d 1913 for W a r W o r l d I . I t 
appears t h a t we h a d not learned 
m u c h between the two wars . O u r 
price policy dur ing the last w a r was 
as poor as dur ing the C i v i l W a r — 
perhaps even worse. 

I n contrast to this experience, price 
stabil ization dur ing this w a r h a s been 
successful . P r i c e s rose moderately 

before P e a r l H a r b o r , part ly because 
the c o u n t r y was recovering f rom a 
long depression, part ly under the im­
pact of the defense program. B u t 
after the U n i t e d States entered the 
w a r , the rise was kept under control . 
T h e official index of wholesale prices 
m a y be deceptive as f a r as f inished 
products a n d quality of consumer 
goods are concerned, but i t is f a i r l y 
c e r t a i n that we have avoided the r u n ­
a w a y inflation w h i c h character ized 
the F i r s t W o r l d W a r . 

T h i s is very i m p o r t a n t for a p p r a i s a l 
of long-range perspectives. T h e c o l ­
lapse of 1920-21 became unavoidable 
after prices h a d been allowed to c l imb 
120 percent above the p r e w a r level. 
I n this w a r , this f u n d a m e n t a l d is loca ­
tion h a s been prevented by continuing 
controls over prices , strategic m a t e ­
r ia l s , hours a n d wages, a n d the like. 
W e m a y , therefore, avoid a postwar 
recession l ike that of 1920-21, re lated 
to l iquidation of a n inf lat ionary 
economy. T h i s s tatement , however, 
is conditioned: I f controls are re laxed 
prematurely , postwar inflation might 
readi ly develop, a n d it is fa ir ly prob ­
able t h a t i t would be followed by a 
collapse a n d mass unemployment . 
T h e danger is the greater t h i s t ime 
because of the a c c u m u l a t i o n of s a v ­
ings during the w a r a n d the amount 
of money i n c irculat ion . 

W i t h o u t m i n i m i z i n g this danger, 
the experience of 1942-44 justifies 
some degree of optimism. T h e r e is 
no convincing r e a s o n w h y we should 
f a i l i n control l ing the postwar i n f l a ­
t ion after h a v i n g achieved cons ider ­
able success i n control l ing i n f l a t i o n ­
a r y forces dur ing the w a r . 

M u c h more serious is the danger of 
a n a c c u m u l a t i o n of m a l a d j u s t m e n t s 
i n a more advanced phase of the post ­
w a r economy, say after 1950. E v e n 
i f we c a n foresee a fair ly h igh level 
of economic activity a n d employment 
immediately after the w a r — i n 1948 
a n d the years immediately follow­
i n g — w e cannot predict how long this 
spell of prosperity wi l l last . 

T h e w a r did not eliminate m a l a d ­
justments i n the economic sys tem 
w h i c h have caused past business cycles 
a n d periodic r e c u r r i n g unemployment . 
I t is logical to p l a n for reconversion 
i n s u c h a way as to increase the s t a ­
bil ity of our economic system a n d p r o ­
tect i t against a new contraction. I n 
this sense, legislative measures e n ­
s u r i n g ful l employment are a neces ­
s a r y p a r t of the reconversion policy. 
Discussion of s u c h measures is not 



w i t h i n the scope of the present paper. 
I c a n only stress a few facts w h i c h 
favor last ing prosperity i n postwar 
A m e r i c a a n d m a y help us to avoid i n 
the 1950's the dislocations a n d t u r ­
moils w h i c h followed the F i r s t W o r l d 
W a r a n d culminated i n the depression 
of the 1930's. 

1. T h i s t ime, reconversion a n d de ­
mobil ization wi l l be s tretched over 
several years . T h e t rans i t ion f rom 
w a r to peacetime conditions w i l l be 
gradual . 

2. P r i c e inflation, w h i c h h a s been 
a m a j o r source of economic d is loca ­
t ion after previous wars , h a s been s u c ­
cessfully avoided u p to the present , 
a n d i t m a y be hoped t h a t i t w i l l be 
avoided i n the period of reconversion. 

3. Savings accumulated dur ing this 
w a r not only w i l l cushion the t r a n s i ­

t ion f r o m w a r to peacetime economy 
but also w i l l support a h i g h level of 
production a n d consumption i n the 
c a t c h i n g - u p period after demobil iza­
t ion . I f inf lat ionary forces a r e kept 
under control , the accumulated r e ­
serves i n p u r c h a s i n g power w i l l not be 
spent i n a few years but, r a t h e r , wil l 
underwrite a new improved s t a n d a r d 
of l iv ing i n the Nation. 

4. L ikewise , the l iquid reserves a c ­
cumulated by business dur ing the w a r 
wil l h a r d l y be exhausted i n the c a t c h ­
i n g - u p period. After the w a r they 
m a y enhance the f i n a n c i a l security of 
business enterprises , increas ing t h e i r 
independence of monopolistic i n ­
fluences. 

5. E v e n if the most urgent d e ­
m a n d for housing a n d durable goods 
is met dur ing the short spell of the 

c a t c h i n g - u p economy, a las t ing de ­
m a n d for improvement i n l iv ing c o n ­
ditions w i l l r e m a i n . Development of 
a i r t ransportat ion wi l l require r e z o n -
ing of cities . F a r m e r s who have a c ­
cumulated unprecedented w e a l t h 
dur ing the w a r w i l l use it for the r e ­
building a n d restocking of f a r m s . 
L a r g e projects of public works w i l l be 
l a u n c h e d by the F e d e r a l a n d local 
authorit ies . 

6. E c o n o m i c dislocations after the 
F i r s t W o r l d W a r were due, to a large 
extent, to short -s ighted policy in c a n ­
cellation of w a r contracts a n d l i q u i ­
dation of G o v e r n m e n t - o w n e d plants 
a n d surplus w a r mater ia ls . I t seems 
l ikely t h a t m a n y of these mistakes 
w i l l be avoided this t ime. 

7. S o c i a l turmoi l after the last w a r 
was kindled by the l a c k of public u n ­
derstanding of the problem of v e t ­
erans . V e r y little was done to help 
servicemen i n r e t u r n i n g to c iv i l ian 
life. A feeling of bitterness a n d f r u s ­
t r a t i o n developed i n the generation 
w h i c h h a d fought to save the world for 
democracy. W e are pledged to avoid 
t h i s mis take after t h i s w a r a n d we 
hope to succeed. 

8. T h e shock of reconversion a n d 
subsequent occasional postwar set ­
backs w i l l be cushioned this t ime by 
the system of social security , w h i c h 
did not exist after the last w a r . 

9. T h e success of price s tabi l i za ­
t ion dur ing this w a r , as compared 
w i t h the r u n a w a y inflation in the p r e ­
vious w a r s , shows t h a t we now have 
more abil i ty i n h a n d l i n g economic 
questions. I t m a y be expected t h a t 
we w i l l m a k e use of this new s k i l l w h e n 
fac ing the problems of taxat ion , 
hours a n d wages, foreign trade, i n ­
vestments , a n d the l ike. W h e t h e r 
these problems are handled i n the 
framework of ful l -employment legis­
lat ion or otherwise, there is no e v i ­
dence t h a t we w i l l repeat a l l the old 
mistakes a n d a g a i n find ourselves i n 
the disastrous c ircumstances of the 
1930's. 

Chart 3.—Variations in wholesale prices in the United States during and following 
three wars 

10. Business shows increasing w i l l ­
ingness to recognize Government 's 
responsibilities i n the economic field, 
to work w i t h the Government , a n d to 
iron out its differences wi th labor. 

11. Organized labor shows a n i n ­
creasing inc l inat ion to play bal l w i t h 
management . T h e t r e n d seems to be 
toward working agreement a n d a r b i ­
trat ion r a t h e r t h a n power policy a n d 
a show-down after the w a r . 

12. T h e U n i t e d States w i l l emerge 
from this w a r as the most powerful 



a n d prosperous N a t i o n i n the world , 
w i t h vast interests a n d responsibilities 
abroad. I t wi l l play a leading role i n 
the rehabi l i tat ion of countries r u i n e d 
by the w a r a n d i n industr ia l izat ion of 
b a c k w a r d nations . E x p a n s i o n of our 
foreign trade a n d investments abroad 

w i l l s t imulate our production, enlarge 
our domestic m a r k e t , open new f r o n ­
tiers to the i n d u s t r i a l genius of this 
Nat ion . 

O t h e r favorable factors could be 
cited, but this l i s t is enough to just i fy 
a reasonable a n d moderate amount 

of opt imism. I t should not suggest, 
however, t h a t last ing ful l employment 
is a r o u n d the corner , whatever we do 
or f a i l to do. I t suggests only t h a t 
this goal is i n our r e a c h a n d t h a t the 
struggle for durable prosperity c a n 
be won. 


