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PREFACE

One of the major social problems that has been exercising 
public opinion for some years back is that of the influence of 
technical progress on employment. In view of -this fact the 
International Labour Office published in 1931, under the title 
The Social Aspects of Rationalisation \ a number of preliminary 
studies on such aspects of the problem as output, hours of work, 
wages, employment possibilities, industrial hygiene and accident 
prevention. In course of subsequent discussions on the reduction 
of hours of work, very special attention has been paid to the 
importance of technical progress as a factor in unemployment. 
It was even suggested * 2 that Governments should be asked to 
contribute to a sort of permanent enquiry on the subject by 
supplying, at regular intervals, direct or indirect information 
concerning the changes in the volume of employment resulting 
from technical advances in various industries or occupations or 
among certain groups of workers. One of the main obstacles to 
progress in this direction seemed to be the difficulty of isolating 
technical improvements from the innumerable other factors 
affecting the total volume of unemployment, and determining 
their exact relative importance.

Professor Wladimir Woytinsky’s study, which the Office has 
pleasure in publishing in this volume, suggests an ingenious 
solution for this delicate problem of scientific method— a solution 
that will carry all the more weight because the author has been 
able to apply it to the actual course of recent economic develop­
ments in several countries. The reader will see how the method 
enables him to distinguish what fractions of the fluctuations in 
employment and unemployment can be attributed to demographic 
factors, to the increase in individual output and to changes in

A Studies and Reports, Scries B, No. 18.
2 Cf .The Reduction of Hours of Work. International Labour Conference, 

Geneva, 1934, Report I.
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the volume of production respectively. The value of such a 
distinction is obvious, since it would enable the various causes o f 
disturbances on the labour market to be to some extent localised. 
The conclusions are, it should be noted, advanced with due 
reservations, for their positive value is inevitably affected by 
the degree of approximation of the available statistics. In this 
connection, the author has also certain suggestions to make for 
the improvement of employment and unemployment statistics.
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INTRODUCTION

Even during the period of prosperity from 1925 to 1929, 
unemployment in several industrial countries had reached 
alarming proportions; when the world depression set in, it grew 
to an unprecedented extent, and economists and ppliticians found 
themselves face to face with problems of such seriousness that 
the very fate of this generation may depend on their solution.

A society that fails to provide normal opportunities o f employ­
ment for a large proportion of its members has forfeited its right 
to exist, and even if it still retained that right it would not have 
the power to defend itself against disruptive forces within and 
without. Does this mean, then, that our modern civilisation is 
doomed? Or does it still possess the power to master the blind, 
destructive forces of economic anarchy? The events o f the next 
few decades can alone provide the answer to these questions, and 
that answer will depend in no small measure on the extent to 
which the world succeeds in comprehending the ties that unite 
the economic and the social factors of modem life. The old 
theories in this field have proved inadequate to meet the new 
problems that have arisen, and they must therefore be supple­
mented by empirical research. This means that a wide expanse 
of unexplored territory now awaits statistical investigation; it is 
with the tqsks of statistical science in this field that the present 
study is more particularly concerned.

The path of statistical analysis is long : it comprises three 
stages, which must be taken successively. First comes the selec­
tion of the best method of observation; then the actual compi­
lation of the figures, during which the selected method is tested, 
checked, improved and perfected; lastly, when the data have all 
been collected, comes the task o f utilising them to scientific and 
practical ends.

The degree to which unemployment statistics have advanced 
along this path is far from being the same in every country. It is 
surprising, for example, to find that the United States, which 
have the finest statistics in the world in other domains, could not
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tell, when the depression was at its worst, how many millions of 
their workers were unemployed. Again, it is significant that in 
Germany, where exact unemployment figures were published 
every month, it should suddenly be discovered that the statistics 
overlooked between 1.5 and 2 million “ invisible ” unemployed.

The attempts of the International Labour Office to evolve 
international statistics of employment and unemployment reveal 
the differences in the methods of compiling labour statistics in 
the various countries and how difficult it is to co-ordinate the 
results. Yet unemployment is an international problem; just as 
its practical solution requires international collaboration, so its 
theoretical study presupposes research on an international scale.

Unemployment exemplifies all the contradictions of the present 
economic system. Before the problem can be thoroughly grasped, 
various social facts must be carefully studied. Every separate 
aspect of the problem—movements of population, migration, 
technical progress, changes in the international distribution of 
labour and in world trade, etc.— must be systematically studied, 
always in the light of the experience of all the different countries, 
since the same phenomena occur in several of them, but in a 
variety of forms. But these isolated investigations, concentrating 
as they do on single factors in economic life, are not enough. 
The balance of the social system results from the interplay of 
numerous factors, and the fact that this balance has been upset, 
as is proved by the existence of such widespread unemployment, 
means that these factors are no longer in harmony. What is 
required, therefore, is an international investigation into the 
conditions of harmony and disharmony of the various elements 
that make up the economic and social life of peoples. * Only thus 
can one hope to determine the degree of responsibility of the 
various factors (structural, cyclical or other) for the recent 
disastrous collapse of the labour market. And that is the 
immediate purpose of this study.

It may be thought tfiat the title “ Three Sources of Unemploy­
ment ” is too wide. The writer is making no claim to discover 
hitherto unknown sources of our present great distresses or to 
proclaim some new panacea for their removal. All that he is 
endeavouring to do is to reduce the existing statistics of popu­
lation, production and the labour market in the various countries 
to a simple formula that will clearly bring to light the interplay of 
population changes, technical progress and economic development,
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In other words, the task the author has undertaken is essentially 
a matter o f statistics and scientific method. He has had, it is 
true, to go into some of the material causes o f the exceptionally 
severe unemployment in some countries, but the method of investi­
gation remains the important thing. I f that method throws a 
fuller light on the mechanism of the labour market in times of 
ample employment and in times of growing unemployment, the 
author will have achieved his purpose. The practical proposals 
made at the end refer not to the best means of combating or 
abolishing unemployment but simply to the best way of studying 
the phenomenon and representing it statistically. It must be 
left to the reader to decide whether the author has simply been 
engaging in statistics for statistics’ sake or whether he has been 
helping, by the observation of facts, to pave the way for a sounder 
and more far-reaching economic and social policy.

The author is fully aware of several lacunae in the study, but 
these can also be explained by the fact that he is concerned 
primarily with a problem of scientific method. For instance, 
only passing reference is made to seasonal unemployment; the 
question of women’s work and that of juvenile unemployment 
are not touched upon at all, nor is any study made of the incidence 
of unemployment by occupations. No account whatsoever has 
been taken of the economic, social and political consequences of 
unemployment. All these problems and many more should 
find a place in a sociological study of the recent depression. But the 
task which the writer had set himself did not call for an exami­
nation of these questions. This is merely a preliminary study, 
the plan of which was restricted from the outset by the special 
aim in view and also by considerations of space.



CHAPTER I

THREE SOURCES OF UNEMPLOYMENT

The growing unemployment of recent years has given fresh 
point to a saying of T. R. Malthus, which he included in the second 
edition of his famous work, published in 1803, but deleted from 
the next edition three years later :

“ A man who is born into a world already possessed, if he cannot 
get subsistence from his parents on whom he has a just demand, and 
if the society do not want his labour, has no claim of right to the smallest 
portion of food, and, in fact, has no business to be where he is V ’

Malthus proceeds, with purposeful savagery, to depict the fate 
o f this unwanted one, for whose labour those who possess the 
world can find no employment:

“ At nature’s mighty feast there is no vacant cover for him. She 
tells him to be gone, and will quickly execute her own orders. . . ”

Nowadays, with systems of social insurance, there can be no 
question of executing “ Nature’s orders ” in the sense in which 
Malthus used the term. But the fact of receiving a weekly dole 
from society does nothing to alleviate the moral distress of those 
whose labour is unwanted.

Since Malthus’ day the population problem has undergone a 
radical change. Gone is the conception of Nature preparing her 
mighty feast for a certain given number of guests and turning the 
unwelcome guest from the door. What Malthus considered a 
law of nature is now thought of as the work of social institutions 
created by man and therefore capable of being changed by man. 
Nor is the mentality of those who are not admitted to the feast 
the same as it was 130 years ago.

1 An Essay on the Principle of Population or a View of its Past and Present 
Effects on Human Happiness, p. 581. A  new edition very much enlarged* 
London, 1803. The italics are the present writer’s.

Gf. W l. W oytinsky : Bevtilkerurigsbewegung und dkonomie der mensch- 
lichen Arbeitskraft; published by the “ Comitato italiano per lo studio dei 
problem! della popolazione ” , Rome, 1932.
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Yet in one sense the picture drawn by Malthus is still true of 
our age: society can at any given moment employ only a certain 
quantity of labour, which is sometimes equal to the available 
supply, but is often far removed from it. Whenever society’s 
demand for labour power falls short of the supply, there is large- 
scale unemployment, and those who do not happen to be in the 
employed quota are superfluous, unwanted guests. It is this fact 
that gives such point and appositeness to Malthus’ phrase in a 
world in which unemployment is so rife as in the last few years.

Unemployment has always a dual source: (a) an inadequate 
supply of labour in view of the demand of the economic system;
(b) an inadequate demand for labour in view of the available 
supply. In short, there is always a lack of harmony between two 
groups of conditions, and the first task in the investigation of 
unemployment must be to define those two groups.

The supply of labour depends on a number of factors, the most 
important being the natural movement of population—not, be 
it noted, the excess of births over deaths, which determines the 
trend of the total population of a country, but the changes in the 
number of persons engaged in gainful activity (occupied popu­
lation) Experience shows— and I need quote no statistics in 
support of this assertion—that over a period of several decades 
the occupied population in any country maintains a more or less 
constant ratio to the number of persons of working age. After 
the war, the idea was current for some time that this ratio was 
no longer constant, having been upset by the recent rapid 
increase in the number of women in employment. But careful 
research failed to confirm this view : the change in the ratio of 
the occupied population to the total population corresponded 
very closely to the change in the age distribution of the popu­
lation, which was marked chiefly by a decline in the number of 
children. In any case, the divergence between the increase in the 
occupied population and the increase in the population of working 
age is less than the probable error resulting from the difficulty 
of defining exactly the term “ gainfully occupied population ” .

Generally speaking, the occupied population of a country 
comprises roughly three-quarters of the persons between the 1

1 L . H e r sc h  : “ Population and Unemployment ” in : I n t e r n a t io n a l  
L a b o u r  O f f ic e  : Unemployment Problems in 1931. Studies and Reports, 
Series C (Unemployment), No. 16, pp. 173-217. Geneva, 1931.
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ages of 15 (or 16) and about 65 years1. The proportion can 
easily be determined for any given country from the census 
figures, and thus the probable influx of persons to gainful activity 
can be estimated with sufficient accuracy in advance. Reference 
should be made here to the estimates made by A. L. Bowley for 
the League of Nations in 1926 1 2 *. On the basis of the censuses 
and the mortality tables he estimated the increase in the popu­
lation of working age in 11 countries from 1921 to 1941. Using 
these figures, it would be a simple matter to reckon the probable 
increase in the occupied population of these countries over the 
same period 8.

But it is obvious that the whole occupied population does not 
come on the labour market of the country. To go back to 
Malthus’ phrase, it is only those who “ cannot get subsistence 
from their parents ” . Independent work of all kinds and the 
assistance given by members of a family (especially in agriculture) 
do not affect the labour market; from its point of view all that 
counts is dependent work (wage-paid work in the widest sense of 
that term )4 * * *.

In determining what relationship exists between the influx of 
wage-paid labour into economic activity and the increase in the 
total occupied population, there are two problems to be consi­
dered : the one concerns the general trend of population move­

1 In the age group mentioned, practically all the men and almost 50 per 
cent, of the women engage in some form of gainful activity. To these must 
be added a comparatively small number of persons above or below these 
age limits who also work for gain. The proportion is lower in agricultural 
countries, where the members of the family (e.g., peasants’ wives) who 
assist the head of the household are not reckoned as forming part of the 
occupied population.

2 L e a g u e  of  N a t io n s , E c o n o m ic  a n d  F in a n c ia l  Se c t io n  : Estimates of the 
Working Population of Certain Countries in 1931 and in 1941. Geneva, 1926.

8 Cf. later, p. 162.
4 The ratio of employed persons of all kinds (workers, salaried employees, 

public officials, domestic employees) to the total occupied population may 
be considered as expressing the degree to which that population has been 
proletarianised. The ratio is about 20 per cent, in purely agricultural 
countries (such as Bulgaria, Greece and India). It is between 80 and 45 per 
cent, in agricultural countries that are beginning to be industrialised
(Poland, 27; Spain, 84; Yugoslavia, 38; Rumania, 43; Italy, 43 per cent.).
In countries where small peasant holdings are the rule, the figure is usually 
about 50 per cent., even when the countries have a highly developed capita­
list system (France, 49; Norway and Sweden, 51 percent.). In industrial 
countries the ratio b  between 60 and 80 per cent. (Czechoslovakia and
Switzerland, 59; Germany, 66; Denmark, 67; Netherlands, 68; Belgium, 70;
Unite^ States, 73; Great Britain, 79 per cent.); all these figures refer to 
the post-war period. (Cf. Wl. W o y t in s k y  : Die Welt in Zahlen, Vol. II, 
pp. I et seq. Berlin, 1926).



8

ments, while the other concerns the temporary fluctuations in 
its social structure.

The simplest solution for the first of these problems is that used 
in the official German statistics, which are based on the assumption 
that the number of persons engaged in independent economic 
activity in the country does not change from year to year (since 
1925) or fluctuates only to a negligible extent. Consequently, 
the full effect *.of any increase or decrease in the occupied popu­
lation as a result of the natural movement of the whole population 
would be felt on the labour market.

This is, of course, only a working hypothesis, but it seems on 
the whole to be a happy one *. The statistics compiled by the 
National Statistical Office on this basis have often been used in 
German statistical literature and have proved consistently 
useful and illuminating.

DIAGRAM I.— INDEX NUMBERS OF POPULATION AND OF 
EMPLOYED PERSONS IN GERMANY 2

(1927 =  100)

(From official estimates)

Population.
Number of employed persons.

1 The writer’s only quarrel with the calculations of the German National 
Statistical Office is that public officials are not included in the number of 
employed persons.

1 The index number for the probable movement of population (after 1982) 
is reckoned on the basis of the official estimate, which assumes that the 
birth and mortality rates will remain unchanged during the period under con-
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Among the most interesting results of the calculations of the 
National Statistical Office is the conclusion that the variations in 
the occupied population (or in the number of employed persons) 
may follow quite a different rhythm from the movement of the 
total population.

According to the advance estimates of the National Statistical 
Office for the period up to 1940, there was reason to expect the 
population to increase at a more or less steady rate (falling off 
slightly), whereas the number of employed persons was expected 
to fluctuate considerably, reflecting the high birth rate of the 
immediate pre-war years, the drop in births during the war and 
the higher birth rate immediately after.

In America also it has sometimes been assumed that the influx 
of dependent workers on the labour market is the same as the 
increase in the occupied population. It is a hypothesis that is 
perfectly acceptable for calculations covering short periods (say, 
up to 10 years), but it would lead to errors if used for longer 
periods.

With regard to the temporary fluctuations in the social structure 
of the population, it must not be forgotten that in a capitalist 
society there is no hard and fast boundary between independent 
and dependent work, and that many a man does not know himself 
whether he is— statistically speaking— independent or not. It is 
by no means surprising, when a change takes place in the economic 
situation, that many a craftsman should become a wage earner, 
while his neighbour, formerly a factory worker, endeavours to 
earn a livelihood as a hawker—i.e., as an independent worker. 
But the difficult question is how to show such cases in statistics 
o f the labour market. In the writer’s opinion, the problem is 
insoluble, at least as statistics are at present; we have absolutely 
no idea whether the depression accelerates the flow of new workers 
to the labour market, or whether, on the contrary, it causes the 
surplus of unemployed wage earners to change over to “ inde­
pendent ” work. It is probable that the former reaction is more 
marked than the latter, but it is impossible to prove it.

sideration (Statistik des Deutschen Reiches, Vol. 401, I I ; Cf. Friedrich Burg- 
d o r f e r  : ** Vorausberechnungen Uber die deutsche BevOlkerungsentmcklung 
bis zum Ende des 20. Jahrhunderts ” in the reports to the World Population 
Congress, Rome, 1931). The index number for the number of employed 
persohs is based on the official estimate, the results of which are given in 
Statistisches Jahrbuch fur das Deutsche Reich, 1982, p. 17.

2
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In any case, these are only temporary encroachments o f one 
social group upon another, and as they are temporary they can 
be ignored.

That being so, the increase in the number of wage earners in a 
country may be taken to be approximately the same as the 
increase in the gainfully employed population. For the whole of 
a country, as well as for branches of its economic system, such as 
industry, mining, commerce, etc., the hypothesis AS == APa 
holds good, where AS represents the increase in the number of 
wage earners (salaries) and APa the increase in the occupied 
population (pgpulation active) 1.

Over a comparatively short period, in a country that has not an 
advanced proletarian character, it may be assumed also that the 
increase in the occupied population is distributed evenly over the 
various social grades, the formula then being AS : S =  APa : Pa. 
In the following pages each of these formulae will be used, accor­
ding to circumstances.

I f  the figure for the occupied population is taken from the 
census, the result of migration movements will be included in the 
term APa. I f  on the other hand the figure is an estimate based 
on the data of the last census and the mortality tables, allowance 
must still be made for the balance of migration movements.

It will thus be seen that variations in the labour supply can 
easily be traced back to demographic causes and that they can be 
assessed statistically with reasonable accuracy2.

The various conditions determining the demand of society for 
labour, more especially for wage-paid labour, are not so easily 
analysed. For Malthus, the deciding factor was the rigid limit o f 
the means of subsistence : in his view, the available quantities of 
wheat, meat and potatoes determined the amount of labour that 
could be fed and usefully employed by society. That was the 
law of population in the eighteenth century. Nowadays it is not 
the lack of foodstuffs and raw materials that limits production 
(and therefore also employment); it is the absence of sufficient 
markets. Technical progress has made such strides that not

1 As was pointed out above this method is used in Germany and the United 
States.

2 The effects of legislative measures (prohibiting the employment of young 
persons, raising the school-leaving age, fixing an upper age limit for employ­
ment, etc.) can also be easily expressed in statistical form. A  redijption 
in the statutory working hours, for instance, can be expressed as a decline 
in the supply of hours of labour.
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only industrial production but also the provision of raw materials 
and foodstuffs can be enormously increased. Somewhere there 
is a limit of production that cannot, for material and technical 
reasons, be exceeded, but it is still far off and is hidden from 
sight by other and much closer obstacles. It is possible for 
industry to go on for some little time producing for stock; it is 
even possible for a part of the output to be destroyed on occasion 
so as to prevent a glut. But in the long run the volume of 
production is determined by market possibilities—in the widest 
sense of the term, including the current needs of society, invest­
ments of all kinds, exports, etc. #

As market openings develop, the labour requirements of 
undertakings will, ceteris paribus, increase; there will be room 
for more guests at “ Nature’s feast ” . When, on the other hand, 
markets shrink, the number of guests must fall.

But the labour requirements of a country are determined not 
only by the extent of production; they depend also on the number 
of workers necessary to carry out a given programme of produc­
tion—i.e., on the individual output per worker. This may sound 
like tautology, for the average output per head is, of course, 
reckoned by dividing the volume of production by the number of 
persons employed. In reality, however, the productivity of 
labour is one of the most important of the factors that determine 
the demand for labour by any undertaking or branch of produc­
tion. Frank recognition of this fact does not imply that the 
spectre of technological unemployment is to be held responsible 
for all economic ills.

It must be noted that the volume of production and the output 
per worker are not unconnected variables, for the market for any 
commodity depends to no slight extent on the cost of production, 
which in turn depends in part on the productivity of labour. It 
is always so in the realm of economic and social phenomena, which 
form a network of reciprocal actions and reactions.

Notwithstanding their reciprocal relationship, therefore, mar­
keting possibilities and labour productivity must be considered 
as two distinct factors acting from different sides and in opposite 
directions on society’s labour requirements. If the volume of 
production be denoted by V and the average output per individual 
worker by T, then the number of workers that can find employ­
ment will be expressed by the ratio V : T.

Everything that leads to an expansion of markets at home and
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abroad, and thus to an expansion of production, tends to increase 
the demand for labour.

Everything that increases the productivity of labour without 
at the same time opening up new market possibilities reduces the 
demand for labour.

There are therefore three groups of factors, the interplay of 
which determines the trend of employment possibilities or of 
unemployment:

(a) change of population;
(b ) economic conditions;
(c) technical progress.

In calling these the three sources of unemployment the author 
is fully aware of the looseness of this expression. As was pointed 
out above, unemployment really springs from one single source—  
the absence of balance between certain economic and social 
phenomena. But every scientific plan of investigation requires 
the breaking up of the phenomena under observation into their 
component parts. The threefold division here adopted has, it is 
thought, the advantage of doing the least violence to the actual 
facts, while at the same time it can be adapted to the existing 
statistics and will be found to facilitate their co-ordination and 
use. But there is no need to argue the merits of the method; the 
reader must judge it for himself in the light of the results it gives.

Before applying this threefold formula to the investigation of 
unemployment in various countries at different periods, it will be 
necessary to explain it in somewhat greater detail. And as the 
statistical data will have to be dealt with by mathematical 
processes, formula of investigation will first of all be converted 
into mathematical terms.



CHAPTER II

THE MATHEMATICAL FORMULA 
OF UNEMPLOYMENT

Let
S represent the number of wage earners (salaries),
E the number of wage earners in employment (salaries 

employes),
Ch the number of unemployed (ch6meurs).

Then S =  E +  Ch.
Further, let

V be the volume of production,
T the output per head of the wage earners in employment

(the technical factor).
™ ^  VThen E =  —•T

The number of unemployed can therefore be expressed by the 
formula:

(i) . Ch =  s -

That is the basic formula for unemployment. It is of course 
impossible, by means of this formula, to determine to what extent 
the unemployment in any country at any given time is due to an 
excess of wage earners (S) or to an insufficient volume of produc­
tion (V) or to excessive technical development (T).

But the formula can be used to follow the course of unemploy­
ment, starting from a date at which unemployment was com­
paratively slight. The symbol A (difference) will be taken as 
marking the extent to which, at any later date, each of the terms 
of equation (i) has changed from its initial value (A may be 
positive, negative or nil).
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As equation (i) remains true for all values of its components, the 
following equation can be formed :

V  +  AV
(ii) Ch +  ACh =  S +' ’  T +  AT

This second equation subtracted from equation (i) gives :

ACh =  AS
/ V +  AV
\T +  AT 

V
AS +  -  • 

T

V\ AV.T — AT.Y
— — ) =  AS-------------------------

T J  (T + A T ) .T
AT AV

T +  AT ~  T +  AT
or

(iii) ACh =  AS +  E •
AT

T +  AT
AV

T +  AT’

Each of the three terms of this last equation has a definite 
economic meaning:

AS represents the increase in the number of wage 
earners;

E •
AT

T +  AT

AV
T +  AT

represents the number of wage earners who, 
assuming that the volume of production had 
remained constant, would have had to be dis­
missed in consequence of the increased output 
per head, which rose from T to T +  AT; 
represents the number of wage earners who, at 
the new level of technical efficiency, were able to 
find employment as a result o f the increase in 
production AV.

In this way the increase in unemployment is resolved into its 
component parts, corresponding to the three sources of unem­
ployment. The relative importance of each of these components 
can at once be determined.

Two examples will serve to show the practical application of 
equation (iii).

Example A.

Let it be assumed that, initially :
S =  1,000,000 
E =  990,000
Ch =  10,000
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Let it be assumed further that the output per head of the 
wage earners in employment T =  1, and that consequently 
V  =  E»T =  990,000. After a certain time (say, 10 years) it is 
found that S =  1,200,000, so that AS =  200,000; T has increased 
by 20 per cent., so that AT =  0.2; V has increased by 30 per cent., 
so that AV =  297,000.

Then formula (iii) becomes :

0.2 1
ACh =  200,000 +  990,000---------- 297,000 • —

1.2 1.2

200,000 +  165,000 —  247,500 =  117,500.

Example B.

Assume that the initial values are the same but that they 
develop differently, so th at:

AS =  100,000 
AT =  0.1
AV =  0.08 V =  79,200

In that case formula (iii) gives :

ACh =  100,000 +  990,000 • —  —  79,200 • —
1.1 1.1

=  100,000 +  90,000 —  72,000 =  118,000.

The increase in unemployment is practically the same in the 
two cases. In the first example it is due to a marked influx of 
new wage earners combined with very considerable technical 
progress, which is not entirely balanced by the 80 per cent, 
increase in production. In the second case, on the other hand, 
where there is a comparatively small influx of workers, the 
increased unemployment is due to the fact that the rise in produc­
tion has not kept pace with technical advances, slight as the 
latter have been.

Two cases are shown schematically in diagram II, in which the

value
E • AT 

T +  AT
and the increase in the number of wage earners

AS* have been added and the value AV
T +  AT deducted from the

total thus obtained.



10 —

DIAGRAM II.— THE INFLUENCE ON THE NUMBER OF 
UNEMPLOYED (Ch) OF AN INCREASE IN THE NUMBER OF 
WAGE EARNERS (S), IN TECHNICAL PROGRESS (T) AND 

IN THE VOLUME OF PRODUCTION (V )

The same method can be used to follow the development of 
unemployment from one year to another; if necessary, it is quite 
easy to represent diagrammatically a negative value of AS (due 
to a fall in natality at an earlier date) or of AV (decline in pro­
duction caused by market slump).

It will simplify the calculations if the initial values of the various 
factors be taken as : Ch =  0, S =  100 and V =  100; in that case 
E =  100, and the formula becomes :

where ACh, AS and AV are expressed as percentages of S or of V.
On the basis of equations (iii) and (iv), the conditions for 

the maintenance or loss of economic equilibrium can be 
expressed as follows :

Unemployment remains unchanged in volume when

Number of 
wage earners 

or of
unemployed
(thousands)

Hypothesis A Hypothesis B

Number of 
wage earners 

or of
unemployed
(thousands)

(iv)

AV
=  AS +  E

AT
T +  AT T +  AT
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or (ignoring the difference between E and S at the initial point 
o f the observation period) when

AV
T + A T

AS +  100
AT

T + A T

Unemployment increases when the left-hand term of these last 
two equations is smaller than the right-hand term; it diminishes 
when the left-hand term is the larger.

The boundaries of the economic system to which these formulae 
are applied may be as narrow or as wide as is desired. If good, 
comprehensive statistics were available they could be applied to 
the whole economic system of a country. But that would 
necessitate production figures that included every type of eco­
nomic activity in a single index. It is true that attempts have 
been made to compile such indices, but as a rule there are grave 
doubts as to their reliability. Moreover, it is extremely difficult 
to establish a true relationship between agricultural production 
(within the general index figure) and the number of wage 
earners, for in agriculture independent work (including the assis­
tance of members of the family) usually plays a more important 
part than wage-paid w ork1.

In practice, therefore, the application of the method described 
above is more or less limited to industrial production. But the 
concept “ industrial production ” should be made as wide as 
possible, including manufactures, handicrafts, light, water and 
mining. With regard to the building trade, which sometimes 
has its own special rhythm of development, independent of the 
rhythm of industry in general, it is best to follow the statistical 
practice of *the country in question : if building is not included

1 In most capitalist countries the “ degree of proletarisation ” of agri­
culture shows no tendency to increase with the advance of economic pro­
gress ; it remains far below the proportion of wage earners in industry or in 
commerce and transport. Before the depression the “ degree of proleta­
risation ” (as a percentage) was :

Country In industry In commerce 
and transport In agriculture

Germany................................. 85 69 28
France ..................................... 60 47 33
Rjlgium................................... 87 55 53
Switzerland .......................... 76 71 24
United States........................ 93 75 39
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in the index of industrial production, then building workers will 
not be reckoned among industrial wage earners.

In interpreting the concept “ industrial occupations ” one is 
also bound by the available statistics. When using census 
results, the volume of production will have to be correlated 
sometimes with the number of persons occupied (engaged in 
gainful activity) in industrial production, and at other times with 
the number of wage earners.

In every case, the difficulty is to determine what exactly is
V

the E that is tq be related to V in the equation T == —•E
It is obvious that, for any given value of V, the wider the 

interpretation given to E (the number of persons in employment) 
the smaller will become the value of T. But in so far as index 
figures are employed and E (or S) and V are taken as being 100 
at the initial point, the question is of no importance. The impor­
tant point to bear in mind is that the value AT is influenced by 
any extension of the concept “ persons in employment ” (E).

Technical progress leads to a relatively more rapid increase in 
the number of salaried employees in industry, than in the number 
of wage earners engaged in production processes. But this 
latter figure in turn increases more rapidly than the total number 
of persons gainfully engaged in industrial production. Accor- 

V
dingly, the value of — will rise most rapidly if the denominator 

E
includes all persons engaged in industrial occupations. It will 
rise less rapidly if E denotes wage earners only, and more slowly 
still if E includes both workers and salaried employees in industrial 
occupations. *

Before this formula can be applied, the statistics on which it is 
to be employed must first be carefully examined. The results 
obtained will be comparable only in so far as the statistics used 
in the calculations were compiled by the same method.



CHAPTER III

UNEMPLOYMENT BEFORE THE WAR

General Survey

Before the war, unemployment was already Known in every 
capitalist country. But the number of unemployed persons was 
quite small, judged by present-day standards : unemployment 
was a chronic disease in industrial States, but it never reached 
calamitous proportions. The cyclical fluctuations in the demand 
for labour at that time were not very strongly marked.

British statistics provide a picture of the course of unemploy­
ment, from year to year, over a century.

TABLE I . —  UNEM PLOYM ENT IN GREAT BRITAIN FROM 1831 TO 1930
Percentage unemployed among trade union members. 1

Year
Unem­
ploy­
ment

Year
Unem­

ploy­
ment

Year
Unem­

ploy­
ment

Year
Unem­
ploy­
ment

Year
Unem­

ploy­
ment

1831 5 .2 1851 3 .9 1871 1 .6 1891 3 .4  1 1911 3 .0
1832 7.1 1852 6 .0 1872 1 .0 1892 6 .2  ! 1912 8 .2
1833 8.1 1853 1 .7 1873 1.1 1898 7 .7 1913 2 .1
1834 6 .2 1854 2 .9 1874 1 .6 1894 7 .2 1914 3 .8
1835 5 .4 1855 5 .4 1875 2 .2 1895 6 .0 1915 1.1
1836 5 .0 1856 4 .7 1876 3 .4 1896 3 .3 1916 0 .4
1837 12.4 1857 6 .0 1877 4 .4 1897 3 .4 1917 1 .4
1838 10.^ T858 11.9 1878 6 .2 1898 2 .9 1918 1.2
1839 11.1 1859 3 .4 1879 10.7 1899 2 .0 1919 2 .4
1840 14.8 1860 1 .9 1880 5 .2 1900 2 .4 1920 2 .4
1841 18.5 1861 5 .2 1881 3 .5 1901 3 .3 1921 15.3
1842 11.0 1862 8 .4 1882 2 .4 1902 4 .0 1922 15.4
1843 7 .4 1863 6 .0 1883 2 .6 1903 4 .7 1923 11.5
1844 5 .1 1864 2 .7 1884 7.1 1904 6 .0 1924 8 .2
1845 8 .9 1865 2.1 1885 8 .5 1905 5 .0 1925 10.5
1846 19.3 1866 3 .3 1886 9 .5 1906 8 .6 1926 12.5
1847 15.7 1867 7 .4 1887 7.1 1907 3 .7 1927 9 .7
1848 83 .4 1868 7 .9 1888 4 .1 1908 7 .8 1928 10.8
1849 22 .8 1869 6 .7 1889 2 .0 1909 7 .7 1929 10.4
1850 13.2 1870 3 .9 1890 2.1 1910 4 .7 1980 16.1
i For 1831-1850: unemployed among the members of the Union of Ironfounders of England. 

Ireland and Wales. For 1851-1870 : information concerning all unions (Statistical Tables 
and, Reports on Trade Unions, Fourth Report, London, 1891, pp. 523-524). For 1871- 
1890 : averages for metal working industries and other branches (Fifteenth Abstract of 
Labour Statistics of the United Kinydomt London, 1912, p. 2). For 1901-1925 : average 
figures for all unions. From 1926 onwards : percentage of insured workpeople unemployed 
(including temporary stoppage) (The Ministry of Labour OazeUe).
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DIAGRAM III.— UNEMPLOYMENT IN GREAT BRITAIN 

Percentage unemployed among trade union members.1

Ol« -—  ------ --............ I m m... ....... ........!- ■ w m m A m    .—— »<— ■ ..■*-
ld>0 IdAO 1850 i860 1870 1880 (890 (900 1910 1920 (980

i Ct. table I. p. 19.

The disadvantage of this table is that the further back the 
statistics go the narrower becomes the circle of persons covered. 
The data for the years 1831-1850, which refer to a single occu­
pation that is particularly subject to cyclical influences, show 
excessive fluctuations; these would certainly be considerably less 
marked if statistics for other occupations were available for the 
same period. On the other hand, the unemployment insurance 
figures (1926 onwards) are lower and more balanced than those of 
the trade unions for the preceding period.

Apart from these defects, diagram III would seem to give a 
faithful picture of the movement of unemployment in Great 
Britain from 1831 to 1933. In the forties of last century there 
was a slump in employment that is almost comparable with that 
of recent years— with the difference that the disastrous pheno­
menon was restricted to a limited section o f the national economic 
system and was of only short duration. Nevertheless it left in 
British history the memory of that period of sensation and unrest 
that marked the growth o f Chartism. After that time unem­
ployment only twice reached 10 per cent.— in 1858 and 1879.
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The limit of 8.8 per cent, (an average of one month’s unemploy­
ment per worker in the year) was passed on only five occasions 
between 1851 and 1920. Since 1920, on the other hand, the figure 
has only once fallen as low as 8.2 per cent.

The difference between the period 1851-1920 on the one hand 
and the forties of last century and the last decade on the other is 
very striking: over a whole century the balance of the labour market 
has only twice been disturbed—at the beginning and the end. 
Between lies a period of 70 years during which the economic and 
social system remained in a state of equilibrium broken only by 
slight temporary fluctuations.

The percentage of trade union members who were unem­
ployed throughout this period was as follows :

1851 1861 1871 1881 1891 1901 1911
8 .9  5 .2  1 .6  8 .5  8 .4  8 .8  8 .0

There were, it is true, lean years, in which the demand for 
labour was slight, but they were invariably succeeded by fat 
years, when employment was plentiful.

The same holds good for other capitalist countries for which 
more or less reliable unemployment statistics are available. In 
every case, large-scale unemployment was merely a passing 
phenomenon occurring approximately every 10 years, in periods 
of depression. It declined again at the first signs of business 
recovery, reaching the usual minimum figure during the boom 
period. How this balance was achieved will now be examined, 
using as examples Great Britain, the United States and Germany.

Great Britain

It is unfortunately impossible to go back beyond 1861 in a 
detailed examination of the evolution of the British labour 
market; there are too many deficiencies in the earlier statistics. 
The observation period will therefore be the 50 years from 1861 
to 1911.

During that period there was a tremendous increase in the 
population of Great Britain, more especially in the occupied 
population and most of all in its army of wage earners.

The population of the United Kingdom (in millions) grew as 
follows :

*1861 1871 1881 1891 1901 1911

28.9  81.5  84.9  87 .7  41 .5  45 .2



The size of the occupied population is shown in the statistics 
from 1881 onwards only. The ratio of the occupied to the total 
population in each decade rose as follows :

1881 1891 1901 1911
8 6 .5 %  8 8 .5 %  8 9 .3 %  4 0 .5 %

By extrapolation, the ratio of the occupied to the total popu­
lation may be estimated at 35.5 per cent, in 1871 and34.5 percent, 
in 1861. The growth of the occupied population in Great Britain 
(in millions) was therefore the following (the figures in brackets 
being estimates):

1861 1871 1881 1891 1901 1911
(10.0) (11.2) 12.7  14.5 16.3 18.3

British statistics do not show the social distribution of the 
population and the number of wage earners for the period under 
consideration. But the distribution of the occupied population
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over the main branches of the economic system is known for
England and Wales :

1881 1891 1901 1911
Occupied population (millions). 
Number of above in industrial

11.2 12.8 14.3 16.3

production (millions)................ 6 .4  7 .4 8 .5 9 .6

The percentage of the occupied population claimed by industry
was thus :

1881 1891 1901 1911
57.8  58.3 59 .0 59.5

The regularity with which the figures in this series rose is so 
striking that it is quite possible, by extrapolation, to obtain 
figures for the two preceding decades. The ratio of the industrial 
to the occupied population may therefore be put at 57».3 per cent, 
for 1871 and 56.8 per cent, for 1861. If these percentages for 
England and Wales be taken as holding good for the United 
Kingdom as a whole, the total occupied population and the total 
number of persons engaged in industry may be estimated as
follows :

Occupied Persons engaged
Year population in industry

(millions) (percent.) (millions)
1801 ........................................... 10 .0  56 .8  5 .68
1871 ........................................... 11.2 57 .3  6 .42
1881 ........................................... 12 .7  57.8  7 .34
1801 ........................................... 14 .5  58.3  8 .45
1901 ........................................... 16 .3  59 .0  9 .62
1911 ........................................... 18 .8  59.5  10.89
Increase 1861-1911 ..............  8 .3  —  5 .2
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It would thus appear that of the increase o f 8.3 millions in the 
occupied population (including independent and wage-earning 
workers indiscriminately), 5.2 millions, or about 63 per cent, were 
absorbed by industry. That does not mean that they all found 
employment in industrial occupations. On the contrary, there 
was always a fraction of the occupied population—wage earners 
and independent workers alike— that was unemployed. I f this 
fraction be assumed to be roughly the same as the percentage of 
unemployed workers among trade union members, and if 3.5 per 
cent, be added to cover cases of temporary unemployment on 
account of sickness, etc., the number of members of the occupied 
population actually in employment in British industry in the 
census years may be assessed at the following figures (in millions):

1861 1871 1881 1891 1901 1911
5.19  6 .10  6.88 7.88 8 .99  10.28

Taking 1861 =  100, it will be found that the number of persons 
engaged in industrial occupations (without deducting the unem­
ployed, the sick, etc.) must have developed thus :

1861 1871 1881 1891 1901 1911
100 118.0 129.2 148.8 169.4 191.7

The same index numbers may be presumed to be correct for 
1860, 1870, 1880, etc., in which case the number of those in 
employment and those out of employment would be as follows 1:

I860 1870 1880 1890 1900 1910
Unemployed(Ch) . .  1 .9  4 .4  6 .7  3 .1  4 .1  9 .0
Wage earners in em­

ployment (E )........ 98.1 108.6 122.5 145.7 165.3 182.7

Over against this last series of figures must be placed those 
showing tho development of industrial production in Great 
Britain. According to calculations made by the Berlin Institute 
for Market Research 2, the growth of industrial production in 
Britain was as follows :

1860 1870 1880 1890 1900 1910
1913 = 1 0 0 ................ 34 44 53 62 79 85
1860 = 100 (V )......... 100 129.4 155.9 182.4 232.4 250

This set of figures will be used because no better ones are 
available, but it must be clearly understood that they are exact * 8

1 table I, p. 19.
8 Die Industriewirtschaft, Special No. 31 of Vierteljahrshefte zur Konjunk- 

turforschung% Berlin, 1933, p. 69.
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only in so far as they reflect the general rhythm of development; 
one or other of the terms may easily be too high or too low.

With this reservation, the above figures will now be used to 
establish index numbers of industrial production per head of 
those actually in employment (independent workers and wage 
earners):

i860 1870 1880 1890 1900 1910
T =  1.019 1.192 1.278 1.252 1.406 1.868

It is now possible to show in diagrammatic form the interplay 
of the three factors that determine the course of development on 
the labour market: the influx of new members to the occupied 
population; technical progress, which renders a fraction of the 
hitherto employed workers superfluous; the increase in the 
volume of production1.

DIAGRAM IV .— DEVELOPMENT OF UNEMPLOYMENT 
IN GREAT BRITAIN

The period from 1860 to 1910— or at least up to 1900—was one 
of continuous industrial expansion in Great Britain, while tech­
nical progress advanced but slowly. In the space of these 
60 years production rose by 150 per cent, (an annual increase of 
1.85 per cent.), whereas the output per head of those in employ­
ment (independent and wage-earning workers) during the same 
period increased by only 84 per cent., representing 0.59 per cent, 
annually. This figure would be slightly lower still if the output 
per head were reckoned per head of the wage earners actuallv in

1 Cf. Appendix, p. 165.
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employment, for the proportion of wage earners among those 
engaged in industrial occupations would appear to have increased 
during the period in question.

There are several reasons for the comparatively slow rate o f 
technical progress in British industry. In addition to the conser­
vative tendency that characterises economic organisation in that 
country, there is the fact that labour productivity declined in 
coal-mining, which is one o f Britain’s key industries.

The following survey, although it covers only the period from 
1881 to 1911, will show the marked difference between the trend 
of development in the British mining industry and that in other 
branches of production, such as the textile and metal industries.
Number of 'persons in the occupation1:

Coal and shale mining 
Metals, machines, etc. 
Textiles.........................

Mining...........................
M etals...........................
Textiles.........................

Production2:

Mining...........................
M etals...........................
Textiles.........................

1881 1891 1901
(thousands)

1911

487 599 752 1,021
927 1,095 1,447 1,765

1,191 1,258 1,169 1,294
Index numbers (1881 = 100)

100 187 172 284
100 118 156 190
100 106 97 109

Index numbers (1880 = 100)
100 128 148 178
100 156 202 244
100 111 125 189

1 Committee on I ndustry and Trade : Survey of Industrial Relations, 1926, p. 416. 
The figures are based on the census results and Include unemployed persons belonging to 
the occupations in question.

2 Die lndustrieiwrt*chaft, p. 69.

If it be assumed that the last index numbers of production 
apply to approximately the same occupational groups as are 
given in the census figures for 1881, 1891, 1901 and 1911, then the 
following index numbers of output per head of the persons 
employed in the branches of industry concerned can be 
calculated :
Output per head (1880-1881 =  100):

1880-1881 1890-1891 1900-1901 1910-1911
Mining...........................................  100 90 86 74
M etals........................................... 100 182 180 128
Textiles......................................... 100 105 129 128

The index of individual output for manufacturing industries 
alone (excluding mining) would show greater progress than the 
combined index for manufactures and mining together. In any 
case, the contrast between the slow increase of the output per

3
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head and the much more rapid growth of the volume of produc­
tion is characteristic of British economic development as a whole.

Thanks to this relationship between the relative speed of the 
two processes, unemployment in British industry remained 
insignificant, although the number of persons in industrial 
occupations was nearly doubled in 50 years, as is brought out 
in diagram IV.

No further proof is required of the divergent trends of industrial 
expansion and technical progress in Great Britain. From 1881 
onwards the increase in the number of persons employed in 
industry (in England and Wales) can be proved from the census 
returns. Whether it was or was not permissible to assume the 
same tendency for the period 1860-1880 is immaterial. There 
can be no doubt that before the war the population of Britain 
was becoming more and more industrialised, i.e., that the number 
of persons employed in industry increased from decade to decade, 
not only as an absolute figure but also relatively to the total 
population. It is obvious that this must have led to an increase 
in the numbers employed in other occupations (commerce, 
transport, etc.), for the distribution and transport of the 
constantly increasing volume of commodities naturally called for 
the services of a growing number of workers and employees.

Notwithstanding these facts, Great Britain would have suffered 
from chronic unemployment for several decades before the war if 
emigration had not provided a safety valve. Table II shows the 
importance of emigration in the development of population in the 
United Kingdom.

TABLE II.— MOVEMENT OF POPULATION IN THE UNITED KINGDOM,
1871-1911 1
(in millions)

Period
Population 

at beginning 
of period

Excess 
of births 

over deaths

Net loss 
by

migration
Actual

increase

1871-1881........................... 81.5 + 4 .8 —  0 .9 4- 3 .4
1881-1891........................... 84 .9 + 4 .4 —- 1 .6 +  2 .8
1891-1901........................... 87 .7 + 4 .3 —  0 .6 +  8 .7
1901-1911........................... 41 .5 4- 4 .8 —  1.1 +  3 .7

1871-1911........................... — + 17.8 —  4 .2 +  13.7  
**

i “ Statistical Abstract lor the United Kingdom lor each of the fifteen years 1913 and 
1919 to 1932 ” , London, 1934, p. 8.
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But for emigration, Britain would have had to feed, in 
1911, not merely 45.2 +  4.2 =  49.4 millions, but a much higher 
figure, for there would have been the natural increase in the 
fraction of the population that emigrated; the excess o f births 
over deaths for this group would presumably have been relatively 
higher than for the population remaining in Britain, which would 
comprise a larger proportion of children and of aged and infirm 
persons.

As no comprehensive statistics are available concerning the 
age of the emigrants, the probable increase in the population of 
the United Kingdom, had the safety valve of emigration not 
been operative, can be only roughly estimated :

Actual population Probable population
Year (excluding emigraiitw and (had emigrants remained

their descendants) at home)
Millions Index numbers Millions Index numbers

1861 .............................  28.9 100 28.9  100
1871 .............................  81.5 108 82.5  118
1881 .............................  84 .9  121 87.1 129
1891 .............................  37 .7  180 42.1 145
1901 .............................  41 .5  144 47 .4  164
1911 .............................  45 .2  156 53.5 186

During this period of fifty years (1861-1911) the population of 
Great Britain would probably have increased by some 24.6 mil­
lions, but 8.8 millions of those (approximately 35 per cent.) were 
transferred abroad by emigration. The economic system of the 
country had therefore to absorb only the remaining 16.8 millions, 
of whom 8.3 belonged to the occupied population. How this was 
done has been seen above. Whether the problem could have 
been solved without the help of emigration is questionable. As 
the majority of those who emigrated were persons of working age, 
a stoppage of emigration would naturally have raised the ratio 
of the middle-age groups to the total population. In 1911 the 
occupied population would have been about 22 or 23 millions 
instead of the actual figure of 18.3 millions.

What would have happened to the surplus 4 or 5 million 
workers if they had not found work and a livelihood in America 
and the British colonies? The inquirer can only conjecture, but 
there seems to be little doubt that the combined action of the 
various factors analysed above would have given entirely different 
results : instead of a constant return to the position of equilibrium 
the country would certainly have had permanent unemployment.

It is equally certain, too, that the interplay of these factors
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would still have had the same result if the excess of births over 
deaths in the United Kingdom had only been, say, 12 millions 
instead of 17.9 millions from 1871 to 1911 and if the whole of this 
increased population had remained in the country. The one 
factor of decisive importance is the actual net increase in the 
population, and more especially in the occupied population, the 
annual growth of which is indicated by the following figures for 
the period under consideration :

Per cent.
1861-1871 ..........................................................  1 .1 4
1871-1881 ..........................................................  1 .2 0
1881-1891 ..........................................................  1 .83
1891-1901 ..........................................................  1 .1 7
1 9 0 1 -1 9 1 1 .......................................................... 1 .1 6

1861-1911 ..........................................................  1 .21

Germany

The development of the German labour market before the war 
can be followed with the aid of the occupational censuses of 1882, 
1895 and 1907. This period of 25 years was one of rapid expan­
sion for Germany. The years that mark the limits of the period, 
1882 and 1907, were both subject to considerable fluctuations in 
market conditions, coming, as they did, at the turning point from 
a boom period to a slump. In 1895, on the other hand, the 
economic situation was satisfactory, although no better than the 
average for the preceding or succeeding years. It will be remem­
bered that about 1890 was the lowest point in the long-period 
curve of economic development, which began to drop in the 
seventies and rose again steadily until the outbreak of war.

Only isolated statistics of unemployment in Germany during 
this period are available. The most useful are the results of two 
special enquiries carried out on 14 June and 2 December 1895. 
The number of unemployed persons (including those who were 
absent from work at the moment on account of temporary 
incapacity) was found to be extraordinarily low 1 : on 14 June, 
299,000; on 2 December, 771,000.

In so far as these statistics are reliable, then, the number of 
unemployed persons during the summer of 1895 would appear to 
have been little more than the usual minimum number of people 
temporarily out of employment through illness or a change of
__________ *

i Vierteljakrshefte zur Statistik des Deutschen Reichs, 1896, supplement 
to No. 4, pp. 11* and 12*.
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job. During the winter the number rose by about 480,000, 
representing the extent of seasonal unemployment.

In 1882 and 1907 there was little sign of large-scale unemploy­
ment either \ It may therefore be concluded that during the 
period under consideration unemployment—apart from temporary 
fluctuations of which there are no exact records— did not increase, 
so that ACh =  0 for this 25-year period.

We must now try to discover how the balance of the economic 
system was maintained in this instance.

Table III shows the movement of population in Germany 
during the period in question.

TABLE III.— MOVEMENT OF POPULATION IN GERMANY 
FROM 1882 TO 1907

1882 1895 1907

Total population :
In millions......................................... 8 9 .8 4 5 .9 5 5 .0
Index (1882 — 100) .................... 100 115 .8 138 .2

Occupied population :
As percentage of total popu­

lation ............................................... 4 2 .4 4 3 .0 4 5 .7
In millions ....................................... 1 6 .9 1 9 .8 2 5 .2
Index (1882 — 100) .................... 100 117 .2 149.1

Population occupied in industry :
As percentage of occupied popu­

lation .............................................. 8 3 .8 3 7 .7 3 9 .1
In millions ....................................... 5 .7 7 .5 9 .8
Index (1882 ^  100) .................... 100 131 .6 171 .9

As in Britain, the increase in the occupied population in Ger­
many was more rapid than the growth of the total population, 
and the ratio of the occupied population in industrial production 
to the whole occupied population grew with each census. In the 
space of 25 years the total population increased by 88 per 
cent., the occupied population by 49 per cent., and the number 
of persons engaged in industry by 72 per cent. The annual 
increase was therefore as follows :

For the total population ..................................... 1 .8  per cent.
For the occupied population .............................  1 .6  „  „
For those occupied in industrial production 2 .2  „  „

% 1 The number of unemployed persons among the members of trade 
unions that compiled unemployment statistics was 1.6 per cent, on the 
average during 1907.



Of the 8.8 millions that represent the influx of new workers to 
the German economic system, 4.1 millions were absorbed by 
industry.

As practically all the available workers in Germany were in 
employment during the observation period, it may be concluded 
that at the three census dates the volume of industrial production 
(V) was equal to the number of available workers (Pa) multiplied 
by the average productivity of labour (T).

The development of industrial production in Germany is shown 
in the following index figures :

1913 =  100 1882 «  100
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1882 ...................................................  2 8 .4  100
1895 ...................................................  4 7 .6  16 7 .6
1907 ...................................................  8 2 .9  2 9 1 .9

In 25 years, then, the increase in industrial production in 
Germany was relatively greater than it had been in Great Britain 
over a fifty-year period (1860-1910). Nor is this surprising, for at 
the beginning of the observation period Germany was a young 
capitalist country; in other words, it was at the stage where 
economic expansion proceeds most rapidly—both relatively and 
absolutely.

A comparison of the index of industrial production with the 
index for the number of persons engaged in industrial occupations 
provides the following index figure for individual output in 
German industry :

1882 1895 1907
100 127 .5  169 .8

The average annual increase over this period would therefore 
be :

For industrial production .............................  4 .8  per cent.
For individual output ..................................... 2 .1  ,, „  1

The growth of industrial production in Germany is illustrated 
by diagram V, which follows the usual formula, but is simplified 
by the fact that both Ch at the initial date and ACh are considered 
as being nil.

1 These figures were obtained by the same methods as were used above 
when dealing with the economic development of Britain. The two sets of 
results are therefore comparable.
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DIAGRAM V.— THE GERMAN LABOUR MARKET 

(S and V  in 1882 =  100)

Manufactures and Mines
—--------120

There remains the question of migration. The wave of 
emigration from Germany had reached its highest point before the 
period to which the above figures refer. From 1881 to 1885 some
857,000 Germans left the country to seek new homes across the 
sea. In the succeeding years, which, as was mentioned, were 
years of industrial expansion in Germany, the tide of emigration 
ebbed, although the numbers were still quite considerable :

1886-1890 ....................................................................  485 ,000
1891-1895 ....................................................................  402 ,000
1896-1900 ....................................................................  127,000
1901-1905 ....................................................................  146,000
1996-1910 ....................................................................  184,000

T o t a l . . .  1 ,2 9 4 ,0 0 0

The number of members of the occupied population who left 
Germany between 1880 and 1910 cannot have fallen far short of
1.5 millions. For Germany, therefore, as for the United Kingdom, 
the same question arises : but for emigration, how would the 
country have been able to maintain its economic system in stable 
equilibrium? Not only would Germany have had to import more 
of the food and raw materials it lacked; it would also— and this 
would have been the more serious problem— have had to find fresh 
Markets for its industrial products. Since it is extremely unlikely 
that the increased pressure of the surplus population would have
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acted as a brake on technical progress, it may be concluded that, 
but for emigration, Germany would long before the war have been 
face to face with the problem of chronic large-scale unemployment.

United States

The population of the United States rose as follows during the 
second half of the nineteenth century (in millions):

1850 1859 1869 1879 1889 1899
2 3 .8  8 0 .7  3 7 .9  4 9 .1  6 1 .8  7 4 .8

A very important factor in this demographic revolution was 
the tremendous immigration from Europe; the United States 
received approximately 17 million immigrants during those 
50 years.

The occupied population increased certainly more rapidly than 
the total population. I f it be assumed that the ratio of the 
occupied to the total population developed more or less as it did 
in most European countries, for instance in Great Britain, then 
the occupied population in the United States must have risen 
from about 8 millions in 1850 to 38 millions in 1910.

At the outset the number of persons in industrial occupations 
represented only a small proportion of the occupied population, 
but the ratio rose remarkably quick. The American censuses 
give the number of workers employed in manufactures (excluding 
mining and construction, but including handicrafts in so far as 
wage-paid workers are employed) as follows 1 :

1859 1869 1879 1889 1899
In thousands.......... 1 ,811 2 ,0 5 4 2 ,7 3 8 4 ,2 5 2 5 ,3 0 6
Index ...................... 100 157 208 824 405

<
It is probable that the rise in the total number of persons 

occupied in manufacturing industries was less spectacularly rapid. 
But it is certain that the industrial population of the country 
increased more rapidly during this period than did the occupied 
population as a whole; in other words, the movement of popu­
lation was characterised by progressive industrialisation.

The volume of industrial production can only be very roughly 
assessed on the basis of the value of the goods produced, using the

1 These figures are not comparable with the data given above for Great 
Britain. They do not include independent workers or members of tJ:e 
family assisting the head of the household (handicrafts and home work); 
they refer moreover only to manufacturing industries.
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wholesale price index as a corrective to allow for changing prices. 
The method loses still more of its possible claim to accuracy 
through the fact that the index of wholesale prices, which has to 
be used, refers to raw materials rather than to manufactured 
articles. There are other sources of error which need not be 
mentioned here.

Subject to that reservation, the development of the volume of 
industrial production in the United States may be estimated as 
having been (1859 =  100):

,1859 1869 1879 1889 1899
Value of production. . . 100 180 285 497 689
Wholesale prices............ 100 113 97 94 84
Volume of production . 100 159 294 529 820

The output per head of the workers in industrial undertakings 
would thus appear to have doubled during the period under 
consideration. If 1859 =  100, the output can be expressed thus :

1859 1869 1879 1889 1899
100 102 141 163 202

The position in manufacturing industries in the United States 
accordingly developed as follows :

1859 1869 1879 1889 1899
Workers employed ( E ) ............. 100 157 208 324 405
Volume of production (V ) . . . . 100 159 294 529 820

Individual output 1 .0 0 1 .0 2 1 .41 1 .6 3 2 .0 2

The average annual increase over this period o f 40 years would 
therefore be :

Per cent.
For production ..................................................................  5 .4 0
For the number of w orkers.......................................... 3 .5 6
For individual output ...................................................  1 .7 7

These results would seem to be influenced by the fact that the 
year 1859 was taken as the starting point for the calculations. 
The beginning of the observation period thus coincides with the 
Civil War, which, it is well known, interrupted the economic 
progress of the United States and even fundamentally altered the 
economic system of the country. For the period 1869-1899, the 
average annual increase would be :

Per cent.
For production .................................................................. 5 .6 3
For the number of w orkers.......................................... 8 .2 1
For individual output .................................................... 2 .3 4
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For the following period, from 1899 onwards, a basis is provided 
by the investigations of the group of American economists that 
were endeavouring to analyse the recent economic changes in their 
country in 1929, just before the depression began. The following 
table showing the development of manufacturing industries in the 
United States before the war is taken from their report.1

TABLE IV.— DEVELOPMENT OF MANUFACTURING INDUSTRY 
IN THE UNITED STATES, 1899-1918

(1899 =  100)

Year Persons
employed

Volume of 
production

Output 
per head

1899 ........................................... 100 100 100
1900 ........................................... 105 101 96 .2
1 9 0 1 ........................................... 110 112 101.8
1902 ........................................... 118 122 103.4
1908 ........................................... 123 124 100.7
1904 ........................................... 117.5 122 104.0
1905 ........................................... 127 144 113.3
1906 ........................................... 135 154 114.0
1907 ........................................... 141 153 108.5
1908 ........................................... 127 129 101.5
1909 ...................................... . . 145 159 109.6
1 9 1 0 ........................................... 149 162 108.7
1 9 1 1 ........................................... 150 155 103.4
1 9 1 2 ........................................... 156 179 114.6
1 9 1 8 ........................................... 159 185 116.8

The figures in table IV cannot be compared with those for the 
earlier period, because they refer to other categories of under­
takings and of persons. They do not, for instance, include 
hand and similar industries and establishments with products 
valued at less than 500 dollars; on the other hand, salaried 
employees and workers in the undertakings covered are both 
included in the figures.

But even if it is not comparable with the results for earlier years, 
the table is none the less instructive in many other respects. 
For one thing, it throws light on the mechanism of cyclical 
fluctuations in production.

1 Committee on R ecent Economic Changes of the President 's 
Conference on Unemployment : Recent Economic Changes in the United 
States, 1929, Vol. II , p. 454.
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DIAGRAM VI.— INDUSTRIAL PRODUCTION IN THE UNITED STATES

(1899 =  100)

Manufacturing industry

Volume of production. 
Number of wage earners. 
Individual output.

The observation period begins in 1899, when the economic 
situation was favourable. The boom continued until 1908; in 
1904 there was a downward tendency, followed by a further rise 
in the next year. The year 1908 brought a very severe, but short, 
slump, and in 1911 there was another drop in the curve, but only 
for a short period. All these changes are very clearly brought 
out in diagram VI by the curve of production (V). They are 
reflected less clearly and on a reduced scale in the curve of persons 
in employment (E), but the curve of individual output (T) shows 
an unexpected sensitiveness to cyclical fluctuations.

It is true that some of the minor variations in this last curve 
may be attributed, especially during the earlier years, to inaccu­
racies in the statistical methods employed. But these possible 
sources of error cannot explain away the general rhythm of the 
curve, which repeats with amazing regularity the movement of 
the business cycle. In periods of depression, the output per 
worker falls very considerably, while in periods of prosperity it 
rises again. This is due mainly to changes in hours of work 
— overtime during boom periods; short time during bad trade.
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The total increase in individual output in the manufacturing 
industries of the United States from 1899 to 1918 was about
16.8 per cent., being an average of 1.1 per cent, annually over 
these 14 years. From this one can calculate how violent would 
have been the fluctuations in employment in industry if the shock 
had not been absorbed to some extent by the elasticity of working 
hours. Diagram VII shows how employment would have varied 
in that case, assuming the volume of production to have been 
the same.

DIAGRAM VII.— NUMBER OF WAGE EARNERS IN MANUFACTURING 
ESTABLISHMENTS IN THE UNITED STATES 

(1899 =  100)

iTTTinir'-r*-..n — i Quantity of labour employed.
...... ................... Quantity of labour that would have been employed had

individual output developed at an even rate.
Development of individual output at an even rate.

With regard to the trend of the series of figures given in 
table IV, the most noteworthy feature is the rapidity  ̂with which 
production grew before the war and the increase in the quantity 
of labour employed in industrial establishments. In the 14 years, 
production rose by about 85 per cent., representing an annual 
average increase of 4.5 per cent., while the number of those 
employed rose by 59 per cent., or 8.4 per cent, as an annual 
average. The output per head, on the other hand, increased but 
slightly— only 16.8 per cent, in the 14 years, as was seen above.

It should also be noted that from 1899 to 1918 the influx of 
immigrants to the United States was greater than at any earlier 
date. In the 14 years (from the beginning of 1900 to the end of 
1918) the country absorbed more than 12 million immigrants 
without showing any appreciable increase in unemployment.
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This great power of absorption of the American labour market 
is in keeping with its rate o f industrial development. In the 18 
to 15 years preceding the war the United States doubled not only 
the production of their manufactures but also their output of coal 
and pig iron; in the same period they trebled their output of steel 
and increased their extraction of petroleum fourfold. It would 
have been quite impossible to achieve economic expansion on 
such a scale with the labour available within the country. The 
liberal immigration policy of the United States was a necessity 
forced upon the country by the relative rapidity of its demo­
graphic, economic and technical progress, the mutual relations of 
which were described above.

Sum m ary

In the three cases studied—old England, Germany in its period 
of youthful economic development and the United States in their 
prodigiously rapid expansion—the economic system was success­
fully maintained in equilibrium before the war. The additions to 
the occupied population and those who became available on the 
labour market as a result of technical progress in these three 
States were absorbed into the production process, so that unem­
ployment on a large scale had no chance to develop. The 
reserve of labour that gathered during periods of depression 
returned to active economic service with the next boom.

But each of the three countries solved the problem of economic 
balance in its own way. The profound difference in their de­
velopment is clearly brought out by the following table:

Average annual increase
Great

Britain Germany United States
1861-1911 1882-1907 1869-1899 1899-1913

°/o °/o °/o °/o
Total population ................. 4- 0 .9 +  1 .3 +  2 .3 +  3 .2
Occupied population.......... +  1 .2 +  1 .6 — —

Occupied in industry . . . . +  1 -8 +  2 . 2 +  3 . 2 1 +  3 . 4 2
Industrial production . . . . +  1 .8 5 +  4 .3 +  5 .6 +  4 .5
Individual o u tp u t............... 4~ 0 .5 9 4~ 2 .1 +  2 .3 +  1 .1

1 Workers in manufacturing1 industries only. 
* Workers and salaried employees.

Although the rates of increase of the population, of industrial 
expansion and of technical progress were quite different in the 
three cases, large-scale unemployment could be avoided in all 
three because the expansion of production not only kept pace 
with, but actually outstripped technical progress and therefore 
provided employment for an ever larger section of the population.
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Industrial occupations not only absorbed the natural increase 
in the families of industrial workers but also provided openings 
for the sons and daughters of peasants who left the country for 
the towns, In America, in addition, employment could be 
offered to millions of immigrants, and this enabled the European 
countries to dispose of their surplus population.

Taking the world economic system as a whole, one may attribute 
the equilibrium of the pre-war labour market to two facts :

fa) In industry, the position was always : AV>E*AT.

AV AT
(b) The difference — ” — E ‘ — — — > which represents the 

1 T" A1 1 ~r
power of industry to absorb fresh elements in the occupied 
population, was always so large that the relative increase in the

AEnumber of wage earners employed in industrial undertakings

or the number of wage earners in industrial occupations

E
AS

remained constantly higher than the relative increase in the total 
APaoccupied population
Pa

In other words, the ratio between the speed of industrial expansion 
and the rate of technical progress was such as to render possible the 
progressive industrialisation of the rapidly increasing population. 
That is the secret of the balance that was maintained on the 
labour market of the world before the war.

It is true that neither Germany nor Great Britain could have 
escaped mass unemployment if they had not been able to send 
a steady stream of emigrants to America. And this migration 
was possible just because at that time the population of the 
United States was becoming industrialised.

The importance of emigration for the labour markets of the 
European countries before the war is sufficiently well known. 
The purpose of the above remarks was merely to modify in one 
respect the current notion of the part played by emigration. It 
is incorrect to consider that the freedom of movement of labour 
before the war was the governor in the mechanism of the labour 
market and that its failure is the cause of the present catastrophic 
unemployment. International migration could continue to pfay 
this part only so long as there were countries in the world whose



native working population was not large enough for their economic 
development, and these countries were therefore obliged to call 
in the help of foreign workers. But before the war even the 
emigration countries were still in a position to absorb in their own 
economic systems quite a considerable increase in population.

The reasons why Europe, America and Asia are now all unable 
to absorb in the production process the increase in their popula­
tion are not to be sought in the stoppage of migration; they lie in 
deeper disturbances affecting the interplay of economic and demo­
graphic factors. These disturbances must be studied separately 
in each case.

—  89 —



CHAPTER IV

UNEMPLOYMENT AFTER THE WAR

United States

Profound changes took place in the economic system of the 
United States during the war years.

From the demographic point of view, the first effect of the war 
on the labour market was a decline in the supply of labour. 
The influx of immigrants stopped immediately, the net immigra­
tion being as follows (in thousands):

1913 1914 1915 1916 1917 1918 1919
890 915 123 169 229 16 18

In five years the aggregate decrease in immigration as compared 
with the pre-war figure was 3.5 millions, and this meant a consi­
derable relative decline in the supply of labour on the market. 
From 1917 onwards, this shortage was accentuated by the depar­
ture of millions of the best elements in the occupied population 
on military service. Thus the United States labour market was 
depleted just at a time when there was a rapid increase in the 
demand for labour.

The United States suddenly found themselves undisputed 
masters of foreign markets for which they had long been con­
tending. They supplied the European belligerents with all sorts 
of raw materials and manufactured articles, and this necessitated 
the hurried creation of their own war industry, the building of 
gigantic plant and the constant supply of fleets of vessels to all 
parts of the world to replace those that were sunk. The poten­
tialities of development of the American economic system and its 
adaptability were put to a severe test, from which they emerged 
triumphant.

But at the outset this expansion of industrial production was 
not accompanied either by technical progress or by the usual 
selection of the new labour that was engaged. At a time when 
there was a market for any kind of commodity, any kind of 
worker was good enough. Hence the characteristic feature in the 
growth of industry in the United States during the war period is
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that the number of persons employed in industry increased more 
rapidly than did the volume of production, while the individual 
output fell as if the country had been passing through a depression 
instead of a boom period. These circumstances helped to pave 
the way for the sudden, miraculous advance in the technique of 
production that was to astonish the world a few years later.

The situation continued unchanged through 1919 into 1920. 
Europe was suffering from a shortage of commodities that her 
industries could not make good. The United States dominated 
the world’s markets, and their industrial undertakings were 
packed with workers whose average output per head was far 
below the 1913 level, being nearer to the state of affairs at the 
beginning of the century.

In 1921 came the depression : production fell, the surplus 
labour was paid off, but the output per head— in contrast to what 
had occurred in earlier depressions 1—remained about the same. 
In the United States the 1921 depression was essentially one of 
rationalisation, and its effects made themselves felt as soon as 
the economic situation revived, in 1922 and 1923. Individual 
output shot up rapidly, production expanded enormously, but the 
number of persons employed rose only to a limited extent.

TABLE V.— DEVELOPMENT OF MANUFACTURING INDUSTRY 
IN THE UNITED STATES, 1913-1927 1 

(1899 =  100)

Annual average Persons
employed

Volume 
of production

Output per 
head

1 9 1 3 ........................................... 159.0 185.0 116.3
1 9 1 4 ____*................................. 156.2 169.4 108.5
1 9 1 5 ........................................... 160.0 188.0 117.4
1 9 1 6 ........................................... 187.0 223.0 119.2
1 9 1 7 ........................................... 204 .0 224.0 109.8
1 9 1 8 ........................................... 210.0 220.0 104.7
1 9 1 9 ........................................... 204.4 213.7 104.5
1920 ........................................... 205.0 221.4 107.9
1 9 2 1 ........................................... 158.2 169.7 107.3
1922 ........................................... 172.9 222.2 128.5
1923 ........................................... 196.7 260.7 132.5
1924 ........................................... 184.0 244 .7 133.0
1925 ........................................... 188.9 274.6 145 .4
1926 ........................................... 191.1 284.2 148.7
1927 ........................................... 186.4 278.7 149.5

^  Recent Economic Changes, Vol. II, p. 454.

1 Cf. above, p. 34 and diagram V I.
4



The sudden rise in the average output per head from 107.8 in 
1921 to 182.5 in 1928— an increase of 25 per cent, in two years—  
impressed public opinion as being a technical revolution. Since 
then it has become the habit, in dealing with the latest economic 
developments in America, to take the year 1920 or 1921 as 
a basis for comparison. It would be just as correct to take 
1917 or 1918 as a standard for comparing the birthrates. The 
low individual output in the industries of the United States 
from 1918 to 1921 did not reflect either the technical equipment 
of the country or the real quality of its workers; it was simply 
artificially lowered by the peculiar economic conditions arising 
out of the war. As soon as conditions returned to normal, the 
index of individual output returned to a level corresponding 
more or less closely to the general trend of its development.
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DIAGRAM VIII.— INDUSTRIAL PRODUCTION 
IN THE UNITED STATES

(1899 =  100)

mKmmmmmm Volume of production. 
wmusamMUBmwr Number of wage earners. 
•*••••*•#*««#««*•« Individual output.

Output per person in industry in 1927 was 28.5 per cent, 
higher than in 1918, the annual average increase being about
1.8 per cent. This rate of progress is more rapid than that for
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the period 1899-1918, but it does not reach the rate of that 
period of feverish expansion, 1869-1899.

Since the end of the war, however, an important new tendency 
has manifested itself in the economic and demographic evolution 
of the United States: industry, notwithstanding its steady 
expansion, is not absorbing any new workers. This phenomenon, 
which is not confined to the United States, must now be studied 
in some detail.

According to Recent Economic Changes, the occupied population 
of the United States was distributed as follows at different dates:

TABLE VI.— GAINFULLY OCCUPIED PERSONS 
IN THE UNITED STATES 1

(In thousands)

1920 1921 1922 1923 1924 192S 1926 1927

Total population. 
Total gainfully

106,422 108,370 109,742 111,478 113,466 115,004 116,442 117,980

employed........
Total non-agricul-

40,008 40,429 40,701 41,313 42,095 42,659 43,218 48,948

tural gainfully 
employed........ 81,187 81,681 82,382 33,024 33,909 34,621 86,491 36,372

Total employees
attached to non- 
agricultural pur­
suits................. 27,558 27,989 28,505 29,298 30,284 80,941 81,808 82,695

Including :
Mines, quarries,

oil wells........ 1,217 1,234 1,250 1,254 1,196 1,182 1,278 1,285
Manufacturing. 11,183 10,754 10,787 10,713 10,487 10,488 10,677 10,598
Construction .. 982 932 1,199 1,277 1,352 1,618 1,594 1,563
Transportation., 
Mercantile em­

4,285 4,151 4,431 4,691 4,658 4,582 4,744 5,204

ployees ........
Public em­

3,215 3,298 3,694 4,287 4,015 4,297 4,412 4,628

ployees ........
Miscellaneous

2,719 2,689 2,618 2,633 2,674 2,786 2,785 2,819

groups2 . . . . 4,057 4,981 4,576 4,488 5,852 6,043 6,318 6,603

i Recent Economic Changes, Vol, II, p. 474. The figures are based on King's estimates 
and are reproduced here with some minor alterations.

1 Including hanking, the professions, etc*

According to this table, the occupied population of the United 
States increased by about 4 millions in seven years, At the same 
lime, there was a large influx of workers from agricultural to 
urban occupations, so that the latter had to absorb in 1927 some
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5.2 million more gainfully occupied persons than in 1920. And 
that number was made up entirely of wage earners.

Yet the number of wage earners in mines and manufacturing 
industry fell quite appreciably during that period, having been
12,400,000 in 1920 and 11,883,000 in 1927— a decline of 517,000.

Consequently the rest of the non-agricultural occupations 
received, during the period in question, an influx of 5.7 mil­
lion new workers, distributed as follows over the main groups :

Construction ........................................................  680,000
Transportation .................................................... 970,000
Mercantile employees........................................  1 ,410,000
Public employees.................................................  100,000
Miscellaneous........................................................  2 ,550,000

T otal.. .  5 ,660,000

During this period, then, the great influx of new workers to the 
towns in search of employment was accompanied by a sort of 
“ de-industrialisation ”  of the population1. Employment in 
industry had reached saturation point, as had long been the case 
in agriculture, and industrial occupations, with the exception of 
the building industry, were closed to the new members of the 
occupied population.

It must be admitted that the results of the 1930 census do not 
concord entirely with the conclusions of the authors of Recent 
Economic Changes. For the years 1920-1930 the census shows no 
absolute decrease in the number of persons occupied in mines 
and manufactures. But it does provide striking confirmation of 
the relative decline in this part of the population.

TABLE VII.— CLASSIFICATION OF THE OCCUPIED POPULATION 
OF THE UNITED STATES BY ECONOMIC BRANCHES 1

Economic branches
Actual numbers (thousands) Percentage

distribution

1910 1920 1930 1910 1920 1930

Agriculture............................. 12,630 10,936 10,722 33.1 26.3 22 .0
Mines and manufactures. . . 11,622 13,922 15,095 30.4 33 .4 30.9
Commerce and transport . . 6,363 7,410 9,981 16.7 17.8 20 .5
Other occupations................ 7,552 9,346 13,032 19.8 22.5 26.6

Total. . . 38,167 41,614 48,830 100 100 100

1 Statistical Year-Book of the League of Nations, 1933*1934, p. 39

1 See note 2, p. 32.
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The divergence between the estimates made in Recent Economic 
Changes (table VI) and the census results (table VH) can be 
explained in part by the fact that the latter include building along 
with industry. Of the 1,178,000 gainfully occupied persons who, 
according to the census, migrated to industrial occupations, the 
majority selected some occupation in the building industry. The 
absolute increase in the number of persons in industrial occupa­
tions in the narrower sense was insignificant. It may possibly 
have occurred during the period 1927-1929, when the revival of 
industry awakened among many of the unemployed the hope of 
finding employment in some manufacturing industry.

The disparity between the two sources is therefore less than it 
appeared at first sight. The important point is that of the
7.2 million new workers added to the occupied population of the 
United States between 1920 and 1930, only about 5 or 6 per cent, 
were absorbed by industrial production in the strict sense, which 
amounts, for all practical purposes, to saying that these occupa­
tions were closed.

The estimates given in Recent Economic Changes for the years 
1920-1927 show that there were considerable fluctuations in 
employment in various branches of industry and occupational 
groups, more especially in mining and manufactures.

TABLE VIII.— CLASSIFICATION OF WAGE EARNERS IN EMPLOYMENT 
IN THE UNITED STATES BY ECONOMIC BRANCHES1 

(In thousands)

Economic tranches 1920 1921 1922 1923 1924 1925 1920 1927

•
Mining ......................
Manufacturing..........
Construction ............
Transportation and 

communication.. . .  
Public service, mer­

cantile employees, 
etc............................

Total...

943
10,096

702

4,065

9,751

764
8,200

684

3,553

10,518

730
8,976

969

3,851

10,538

925
10,281
1,057

4,440

11,058

870
9,563
1,002

4,318

12,166

874
9,910
1,268

4,398

12,716

955
10,125
1,314

4,600

13,145

905
9,871
1,141

5,052

13,671

26,157 23,719 25,064 27,761 27,919 29,166 30,139 30,640

i Recent Economic Changes, Vol. II, pp. 475, 477, 478.

After the 1921 depression, which led to a sudden drop in 
employment in manufacturing industries (23 per cent.), mining 
(20 per cent.), construction (3 per cent.) and commerce (12 per



cent.), employment improved from year to year, so that in 1927 
about 4.5 million more workers were in employment than seven 
years earlier. But this was achieved only at the cost of over­
crowding in non-industrial occupations, for the number of those 
employed in manufacturing industries and in mines had declined 
by approximately 800,000. This redistribution of the wage­
earning population was due in part to new economic trends in the 
United States. Progress in motor transport had created new 
occupations and stimulated building activity; the growing 
interest taken in sport by wide circles of the population after the 
war accentuated the same tendencies; at the same time, modern 
commercial methods demanded the employment of ever increasing 
staffs.

But it is clear that the closing of industrial production to all 
new workers was bound to create a dangerous situation on the 
United States labour market: the country thereby entered the phase 
of increasing chronic unemployment.

American economists are not agreed as to the extent of unem­
ployment during the years under consideration. The estimate of 
the authors of Recent Economic Changes are reproduced in 
table IX.

TABLE IX .— ESTIMATED AVERAGE MINIMUM VOLUME 
OF UNEMPLOYMENT IN THE UNITED STATES 1

(In thousands)
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Economic brandies 1920 1921 1922 1923 1924 1925J 1926 1927

Total.......................... 1,401 4,270 3,441 1,532 2,315 1,775 1,669 2,055
Including:

A
Mines ........................ 274 470 520 329 326 308 323 880
Manufacturing.......... 487 2,554 1,761 432 924 578 552 727

Total. . . 761 3,024 2,281 761 1,250 886 875 1,107
B

Construction ............ 230 248 230 220 350 345 280 422
Transportation and

communications .. 170 598 580 251 340 184 144 152
Public service, mer­

cantile, miscella­
neous ...................... 240 400 350 300 375 360 370 374

Total... 640 1,246 1,160 771 1,065 889 794 '  048

i Recent Economic Changes, Vol. II, p. 478.
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No claim to strict accuracy can be made for the figures in the 
above table; they are merely estimated minimum figures. But 
even as such they would seem to be misleading in one respect : 
they give the impression that unemployment developed more or 
less evenly in every section of the economic system. The figures 
given can be shown as follows :

Mining and manufacturing . 
Other occupational groups .

1920 1927 Increase
(iu thousands) (per cent.)

761 1,107 45
640 948 - f  48

But it is a well-known fact that the various sections of the 
labour market do not constitute watertight compartments, and 
in the United States labour is in any case particularly mobile. 
It is therefore possible that unemployment was not recorded in 
the occupations in which it actually occurred, but was shown as 
being in quite different branches, to which the workers from 
distressed occupations went in search of employment.

Take, for example, the building industry, in so far as tables VI, 
V III and IX  throw light on the situation. The number of 
unemployed, in thousands, is shown as :

1920 1927

Workers in the occupation..............
Including:

932 1,563

In employment........................... 702 1,141
Unemployed................................ 230 422

In seven years, 631,000 workers entered this occupational
group. Of those, 439,000 found employment, while 192,000 went 
to swell the army of unemployed. Consequently, the increase in 
unemployment among building workers is not due to the economic 
development of this particular industry, but must be explained by 
the situation in other branches of the economic system which 
were unable to absorb any new workers during the observation 
period, reduced the number of workers they employed from year 
to year and therefore forced those who became unemployed to 
seek employment in other occupations.

In other words, the one source of unemployment in the United 
States during this period was manufacturing and mining.

The development of American industry from 1920 to 1927 can 
be expressed in terms of the formulae used above.

In 1920, the occupied population of the United States num-
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bered 41.6 millions, of whom 11.2 millions were wage earners in 
manufacturing industries *. In 1930, the occupied population 
had risen to 48.8 millions. I f  this increase was evenly distri­
buted over every branch of the economic system, the number of 
wage earners in manufacturing occupations would have risen by 
about 1.7 millions in 10 years, or 170,000 annually. If there 
was to be no unemployment in this branch, the number of 
persons actually in employment in manufactures would have to 
evolve more or less as follows :

1920 1921 1922 1923 1924 1925 1926 1927
^andt) ^  n 7200 11,870 11,540 11,710 11,880 12,050 12,220 12,390  

Index =  100 101.40 102.92 104.38 105.84 107.30 108.76 110.22

But in reality the number of wage earners in employment in 
manufacturing industry in the United States 2 was :

1920 1921 1922 1923 1924 1925 1926 1927
^ands) =  10, 700 8 7200 8 5980 10,280 9,560 9,910 10,120 9,870  

Index =  95 .5  73.2  80.2  91.8  85.4 88.5 90.4  88.1
Basis : Number of wage earners in 1920 (11,200) »  100.

The volume of industrial production (V) and the ratio of this

volume to the number of persons in employment

fluctuated as follows during the same period :
1920 1921 1922 1923 1924 1925 1926 1927

=  100 76 100 117 110 124 128 126

=  1,047 1,038 1,247 1,274 1,288 1,401 1,416 1,420

Diagram IX  shows the development of unemployment in the 
manufactures of the United States during this period, which was 
considered by public opinion as being one of rapidly increasing 
and untroubled prosperity, whereas in reality profound distur­
bances were spreading under the surface of the social and the 
economic system. * 8

1 For the occupied population in 1920 and 1930, cf. table VII. The 
number of wage earners in industrial occupations (in the narrow sense) is* 
taken from table VI.

8 Cf. table VIII, p. 45.
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DIAGRAM IX. —  DEVELOPMENT OF UNEMPLOYMENT 
IN THE MANUFACTURES OF THE UNITED STATES

(S and V for 1920 =  100)

1920 1921 1922 (925 >924- 192% 1926 1927

In the years covered by this diagram, the heads of the arrows 
representing the (theoretical) volume of unemployment in 
industrial occupations as a percentage of the number of persons 
in these occupations rise much higher than the gradually ascend­
ing curve AS. The ordinates of this curve represent the sum of 
two quantities : (a) the number of unemployed at the beginning 
of the observation period (4.5 per cent, of the number of persons 
in industrial occupations in 1920) and (b) the probable increase 
in the number of persons in these occupations (approximately
170,000 or 1.46 pier cent, annually). In none of these years was 
industry able to absorb even a fraction of this mass of unemployed 
persons. On the contrary, industrial undertaking had to dismiss 
a fraction of their staffs— in 1921 because of the falling off in 
production, in 1922 because individual output had increased so 
quickly while production remained stagnant at the 1920 level. 
It is true that the volume of production rose in the following 
years, but its increase as compared with 1920 could not keep pace 
with the march of technical progress.

In other words, during the years 1920 to 1927, human labour 
was crowded out of industrial production in the United States 
by machinery. But this statement calls for some further 
explanation.
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The elimination—or the release—of human labour as a result 
of technical progress is by no means peculiar to very recent 
times. It is, indeed, one of the essential processes in the course 
of economic and social development. But for the spread of 
machinery it would scarcely have been possible to raise the 
standard of living of the world. The nineteenth century was truly 
an age of miracles in the realm of technical progress. But so 
long as the liberation of workers from certain branches of produc­
tion is more than balanced by the creation of new branches and 
the expansion of production as a whole, there is no such thing as 
a problem of technological unemployment. Even if the balance 
is temporarily disturbed, the results may be considered as part of 
the price nations have to pay if they wish to progress. The novel 
feature in the industrial development of the United States after 
the war was that the counterbalancing mechanism broke down 
right in the middle of a boom period, and the expansion of 
production created no extra demand for labour.

The biennial census of production in the United States gives 
only a faint reflection of this new trend.

TABLE X .— INDUSTRIAL PRODUCTION IN THE UNITED STATES 1 

Establishments with an animal production of not less than $5,000

Year Number 
of workers

Number 
of Halaried 
employees

H.P. Production

Absolute figures (thousands)

1923 ................................. 8,778 1,269 33,094 —

1925 ............................. 8,384 1,256 85,773 , —

1927 ................................. 8,350 1,801 38,826 —
1929 .................................. 8,839 1,359 42,981 —

Index numbers (1923 =  100)

1923 .................................. 100 300 100 100
1925 .................................. 95.5 99.0 105.0 104
1927 .................................. 95.1 102.5 117.3 106
1929 .................................. 100.7 106.4 129.7 119

i Statistical Abstract of the United States, 1932, p. 730.

According to these figures, industrial undertakings in the 
United States were employing rather more workers in 1929 than 
they had six years earlier, the whole of the improvement having* 
taken place in the last two years.
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In that case, the development of industry would have been 
quite favourable. There would, it is true, have been no appre­
ciable increase in the number employed, but at least there would 
have been no dismissals. The following coefficients would 
therefore represent the progress of American industry :

It should be noted, however, that the figure given by the census 
for the number of those in employment in 1929 was affected by 
the fact that the peak of the business cycle was reached that 
summer. Quite a different picture is presented by the current 
employment statistics of the United States. The figures from 
that source for the years up to 1927 were given in table V. For 
the subsequent period the Bureau of Labor Statistics has com­
piled new series going back as far as 1923.

TABLE XX.— DEVELOPMENT OF MANUFACTURING INDUSTRY 
IN THE UNITED STATES, 1928-1933 1

(1923 =  100)

Avorage for year Person e 
employed

Volume 
of production

Output 
per head

1923 .......................................... 100 100 100
1924 .......................................... 90 .3 94 104
1925 .......................................... 91 .4 105 115
1926 .......................................... 92 .0 108 117
1927 ..................; ...................... 88 .7 106 120
1928 .......................................... 86 .4 112 129
1929 .......................................... 89 .8 119 133
1930 .......................................... 78 .0 95 122
1 9 3 1 .......................................... 66 .4 80 120
1932 ........................................... 55 .4 63 113
1933 ........................................... 59 .5 76 128

i Monthly Labor Review, February 1931, p. 381. Cf. diagram X.

A comparison of diagram X , in which these figures are repre­
sented graphically, with the corresponding graphs for the pre-war 
period (diagram VI) is sufficient to show the profound difference 
between the development of United States industry during these 
two periods.

Percentage increase 
over C years annually

Volume of production ................
Output per person ......................
Number of workers employed . .

- f  19 .0  +  2 .9
+  17 .6 - f  2 .7
+  1 .5  +  0 .2



DIAGRAM X .— INDUSTRIAL PRODUCTION IN THE UNITED STATES
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(1923 =  100) 

Manufacturing industry

Volume of production. 
Number of wage earners. 
Individual output.

For the pre-war period, the broad curve marking individual 
output lay well below the other two curves; in the later period it 
dominates the upper part of the graph. Leaving out of account 
for the moment the developments after 1929, it will be well to 
analyse first the growth that took place from 1923 to 1929.

In that period the volume of production increased on the 
average by 2.9 per cent, annually. Contrary to what is generally 
held, this must be considered as very slight progress when com­
pared with that of preceding years. This will appear at once from 
a comparison with the average rate at which industrial production 
increased from 1869 to 1889 and from 1899 to 1913 1 :

1869-1899 ......................................... 5 .6  per cent, annually,
1899-1913 ......................................... 4 .5  „  „  „

The annual increase in the output per head of the wage 
' earners in the manufacturing establishments on the other hand 
was :

1869-1899 ..........................................................  2 .3  per cent.
1899-1913 ..........................................................  1 .1 „  „
1923-1929 ........................................................... 4 .8  „  „

1 Cf. above, p. 37.
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It must be remembered that the first two figures refer to long 
periods covering several business cycles, whereas the period 1923- 
1929 covers only the boom section of a cycle. But notwithstand­
ing this reservation an increase of 4.8 per cent, must be considered 
very high. Yet even this rate of technical progress would not 
have destroyed the balance of the social system in the United 
States if the volume of production had continued to rise, as 
formerly, by 4.5 or 5.6 per cent, annually. The whole danger 
lay in the ratio between these two rates o f development—i.e., 
in the fact that

E * A T >  A V

and that the increase in production was not sufficient to absorb 
the workers released by technical progress.

DIAGRAM  X I .— THE DEPRESSION IN THE UN ITED STATES : 

PRODUCTION AN D  EM PLOYM ENT IN M ANUFACTURING IN D U STR Y

Apart from the summer of 1929, when employment was parti­
cularly plentiful, a volume of unemployment (partly invisible) 
developed in the irdustries of the United States from 1923 to 
1929 that must have been about 2 million : one million repre­
senting those who, in accordance with the rate of increase of the 
population, should have found employment in industry, but were
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relegated to other branches of the economic system; the other 
million representing those who were dismissed from industrial 
undertakings because of the disproportion between the expansion 
of production and technical progress.

The depression, which caused a disastrous shrinkage in the 
volume of production, brought with it further drastic dismissals 
in industry, and soon afterwards in commerce, transport and other 
branches. The public services were the only ones to escape the 
avalanche.

TABLE XII.— THE DEPRESSION IN THE UNITED STATES .* 
PRODUCTION AND EMPLOYMENT IN MANUFACTURING IN D U STRY1 

(Average for 1929 =  100)

Month 1929 1930 1931 1932 1933 1934

Production

January .................... 98 88 70 60 53 64
February.................... 99 90 72 57 51 67
March ......................... 101 87 73 54 47 69
April ........................... 104 87 73 51 54 71
M a y ............................. 100 85 73 49 65 72
June ........................... 108 84 69 49 78 70
J u ly ............................. 106 77 69 48 85 62
August ...................... 104 75 66 50 76 60
September ................ 103 75 63 55 71 58
October...................... 99 72 59 54 64 60
November.................. 91 71 59 53 59 61
Decem ber.................. 82 69 61 54 61 71

Employment

January .................... 99 95 79 67 58 72
February.................... 99 94 78 67 58 75
March ......................... 100 93 78 66 55 78
April ........................... 101 92 77 63 56 79
M a y ............................. 101 91 77 61 59 79
June ........................... 301 89 76 59 64 78
J u ly ............................. 102 85 75 57 69 76
August ....................... 102 84 74 57 73 70
September . . . . . . . . 101 83 72 59 75 71
October...................... 101 82 70 60 75 74
November.................. 99 81 69 60 73 74
December.................. 96 80 69 59 72 76

l Federal Reserve Board index numbers (adjusted for seasonal variations). Compiled 
from Survey of Current Business.

The determining factor on the labour market was the drop in 
the orders received by manufacturing industry. The decline in 
sales in these industries reacted on mining on the one hand and
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trade and transport on the other, causing a reduction in activity 
in all three branches.

Table X II  gives, in two parallel series, the monthly index 
numbers of production and employment in manufacturing indus­
try from 1929 to 1934.

There is a striking divergence between the two sets of figures 
in this table, both during their rise (until the middle of 1929) and 
during their decline.1 During the period of economic recovery, 
the expansion of production was achieved by an increase in 
individual output rather than in the number of persons employed; 
during the depression recourse was had to short time, as was 
already mentioned.2 During the summer of 1932, and again in 
March 1933, production was less than 50 per cent, of the 1929 
average. But in both cases industry retained about 57 or 58 per 
cent, of the number of workers employed in 1929. This meant 
a marked drop in individual output. I f the average of individual 
output for the year 1927 be taken as 100, the level for subsequent 
years will b e :

1927 1928 1929 1930 1931 1932 1933
100 108 111 102 101 95 107

The chief reason for the decline in the output per person after 
the year 1929 was short time— in other words, it represents 
invisible unemployment. There may have been other contri­
butory factors. Just as intensive production tends to raise the 
level of individual output, so a decrease in production leads to 
part of the plant being left idle, with a consequent decline in the 
efficiency of labour. Moreover, in times of depression every 
worker is expecting to be paid off when the order on which he is 
working ha!; been completed, and this is hardly an incentive to 
him to increase his output.

For all these reasons the level of individual output in American 
industry in 1932 fell to about that of 1925-1926. I f  it were 
possible to isolate the various phases of an economic process and 
study them separately, one would be inclined to deny altogether 
the existence of technological unemployment in the United States 
during the depression. Productivity in industry at that time was 
very low; the machines that had crowded human labour out of 
the factories were themselves scrapped. The fact that it was still * *

1 Cf. diagram X I .
* Cf. p. 35.



impossible to find employment was, it might be thought, due not 
to excessive technical progress, but simply to the disorganised 
economic situation and the shrinkage of sales and production.

But this conclusion would be just as one-sided and erroneous 
as the view that technical progress is the primary cause of the 
widespread unemployment of recent years. The technological 
unemployment that had developed before the crisis was, it is 
true, completely overshadowed by unemployment caused by the 
economic depression. But that did not remove the problems 
arising out of this new trend of economic development in the 
United States. Surely technological unemployment was one of 
the factors that undermined the stability and the power of resis­
tance of the economic system during the period of prosperity. 
Surely the depression was aggravated by the fact that millions 
of workers had been turned on to the streets before it began, 
because every occupation in the manufacturing industry was 
overcrowded. Surely the depression would have developed along 
quite different lines if the economic system of the country had 
been healthy and working to capacity, for in that case it could, 
by having recourse to short time, have survived without very 
serious difficulty a temporary decline of from 10 to 15 per cent, in 
production.

The above suggestions are made for the sole purpose of avoiding 
over-hasty conclusions, such as might be drawn from a one-sided 
interpretation of the statistical data.

It is difficult to assess the total volume of unemployment in the 
United States during the depression, for the depression broke 
down the lines of division between the various occupational and 
social groups of the population. Former independent workers 
suddenly appeared as unemployed members of the proletariat, 
while on the other hand new independent or semi-independent 
occupations came into being.

A census of unemployed persons in the United States in April 
1930 classified them in the following six groups :

A. Persons out of a job, able to work and looking for a job. 2,429,062
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B. Persons having jobs but on lay-off without pay, excluding
those sick or voluntarily idle .................................................  758,585

€. Persons out of a job and unable to work ................................ 172,661
D. Persons having jobs but idle on account of sickness or

disability . . . 1 .......................................................... ...................  273,588
E. Persons out of a job and not looking for work................ 87,98&
F. Paid though not at work (vacation, etc.).................................. 82,335

T o ta l... 3 ,804,219
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These figures, which, it must be noted, refer only to the first 
phase of the depression, seem surprisingly low. It is obvious, for 
instance, that group D cannot include all the wage earners who 
were idle on account of sickness or temporary disablement, for 
this group always represents from about 8 to 5 per cent, o f the 
total number of wage earners; in a country like the United States 
it would fluctuate round about a million. And group C cannot 
include more than a small fraction of the infirm and permanently 
disabled population. The figure for group E must also represent 
only a fraction o f the total.

From the point of view of the labour market, only groups A and 
B have to be considered. Together they make about 8.2 millions. 
It must be presumed that the term “ job ”  was interpreted very 
widely in compiling these statistics, and that every casual oppor­
tunity of employment that enabled a worker to keep his head 
above water was taken as being a “ job ” . On this assumption, 
the figure probably gives quite a true picture of the real situation.

In April 1980 the number of persons employed in American 
industry was about 8 percent, below the annual average for 1929 
and 7 per cent, below the 1927 level.1 The number of those 
working in manufacturing industries was therefore 700,000 and
800,000 lower than at these two dates. In mining, the reduction 
in staff was relatively greater, some 150,000 workers being 
dismissed. On the other hand, the reduction had not yet begun 
to affect commerce, transport or the liberal professions. At this 
period the army of the unemployed comprised three groups :
(а) those unemployed before the depression (about 2 millions);
(б) those dismissed during the depression (about 1 million);
(c) the influx of new workers, in so far as the economic system 
failed to absorb them (scarcely more than half a million). The 
total is therefore not far from the figure of 8.2 millions given above.

The situation on the United States labour market became 
really catastrophic in the second half of 1980. By the summer of 
1982 the position had become dangerous, and the Hoover Govern­
ment was obliged to take emergency measures. These explain 
the fluctuations in the curves o f production and employment in 
diagram X I. After the failure of these measures and the new 
“ depression within the depression ”  in the spring of 1988 came 
the Roosevelt experiment.

1 Cf. tables X I  and X I I .
5
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It will be well, before going on to discuss this chapter in the 
history of the United States, to make some attempt to estimate 
the extent of unemployment in the country when President 
Roosevelt took office.

The best starting point for this estimate will be the number of 
persons unemployed in the spring of 1930, which, as has been seen, 
may be taken as having been about 3.5 millions. To this must 
be added the influx of new workers, which may be assessed at 
approximately 800,000 a year. Further, there is the decline in the 
number of workers employed, which may be reckoned on the 
basis of the coefficients of employment for various occupational 
groups, as follows (in thousands) :

Total employees (wage earners) 
attached to non-agricultural

Spring
1930

Spring
1931

Spring
1932

Spring
1933

pursuits.........................................
Employed :

34,800 35,600 36,400 37,200

Mines, quarries etc..................... 900 800 700 500
Manufacturing........................... 9,200 7,800 6,400 5,600
Construction ............................. 1,200 1,000 800 600
Transportation, etc.................... 5,600 4,800 4,400 3,900
Trades, etc....................................
Public service and miscella­

7,200 6,000 5,600 5,100

neous ......................................... 7,200 6,600 6,200 6,000

Total em ployed............................. 31,300 27,000 24,100 21,700
Unemployed.................................... 3,500 8,600 12,300 15,500

This, it must be remembered, is only an estimate, based on 
figures that are not entirely reliable and are open to criticism on 
several points. Moreover, no account is taken of the number of 
workers who were formerly employed in agriculture and deserted 
it for some urban occupation— and vice versa.

In any case, the final number of unemployed— 15.5 millions in 
the spring of 1933— is an underestimate rather than the reverse.

The next point is to determine the share of the three sources 
of unemployment in this situation.

The influx of new workers on the American labour market was 
extremely slight during the period under review. The immigra­
tion and emigration figures (in thousands) were :

Excess of immigrants
Immigrants Emigrants ( + )  or of emigrants (— )

1927 .................................. 314 98 + 2 1 6
1928 ..................................  290 97 +  193
1929 ..................................  269 77 +  192
1930 .................................. 184 76 +  108
1931 ....................................... 42 90 —  48
1932 ....................................... 28 98 —  70
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These are indeed eloquent figures.
There can scarcely have been any increase in technological 

unemployment after 1929, for technical progress (this refers only 
to the average output per person employed) was at a standstill. 
The tremendous increase in unemployment was therefore due 
entirely to the economic factor, to the depression.

In this connection, the development of industrial production 
and employment since the spring of 1933 are particularly worthy 
of attention.

Table X II  showed that the volume of production rose from 
47 in March 1933 to 85 in July— an increase of 80 per cent.— 
whereas employment improved by only 23 per cent, over the 
same period. This disproportion is reflected in the intersection 
of the two curves in diagram X I 1: the curve of production, which 
had fallen far below the employment curve during the depression, 
soared upwards, crossed the employment curve, and then fell 
again a few months later.

This divergence between the changes in production and those 
in employment may be attributed largely to fluctuations in hours 
o f work.

As was pointed out above, short time was very common in 
American industry during the depression. The average hours 
of work in industrial establishments fell from approximately 44 
to 35 in the week. The sudden boom in production in the summer 
of 1933 was accompanied by a lengthening of hours, so that the 
recovery did not bring the full improvement in employment that 
might have been expected. In autumn, when production fell, 
hours again became shorter. Indeed, one of the main purposes 
of the Codes was to combine the maintenance of the purchasing 
power of the workers with the practice of shorter hours. Thanks 
to this measure, the decline in employment was less than the fall 
in production.

The average hours of work in industrial undertakings since the 
beginning of 1933 have been as follows 2 :

1933 Hours 1933 Hours
January .................................. 84.9
February ................................ 85 .2
March......................................... 82.2
April........................................... 88 .8
M a y ...........................................  87 .4
June ......................................... 41 .2

J u ly ........................................... 42 .9
August ....................................  38 .2
September .............................  86 .3
October....................................  36.1
November................................ 33 .8
December................................  83 .8

1 Cf. p. 53.
2 Survey of Current Business.
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1034 Hours 1934 Hours

January......................... July ............................... ____ 34.1
February...................... ____ 85.5 A u gu st........................... ____ 33.5
M arch............................. ____ 36 .4 September....................
A p ril............................... ____ 36.1 October ......................... ____ 34 .0
May ........... ................... ____ 35.5 November...................... . . . .  83 .9
J u n e ............................... . . . .  35 .4 December...................... ____ 35 .0

From these figures an index of hours of work in American 
industry can be compiled, taking January 1933 =  100. If this 
index be combined with the index of the number of wage earners 
in employment, compiled on the same basis, the result will be an 
index of the fluctuations in the quantity of labour employed in 
industry. The curve of this index runs parallel to that of the 
volume of industrial production.

DIAGRAM X I I .— RECENT PHASE OF THE DEPRESSION IN  THE UNITED  

STATES : EMPLOYMENT AND PRODUCTION IN  MANUFACTURING

INDUSTRIES

(January 1933 =  100)

mmmmmmmm Production.
• • • • ■ « « • ■  Amount of work performed.
............. -....... Number of persons employed.

................ . Hours of work.

The total number of wage earners in employment in manu­
facturing industry rose from 5.6 millions in the spring of 1933 
to 7.5 or 8 millions in the summer of 1934. But for the reduction# 
of hours of work—i.e., but for the continuance of the practice
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of short time, begun during the depression—the influence of the 
economic recovery on this section of the labour market would 
have been only half as marked as it was.

The effects o f the New Deal on the other sections of the labour 
market cannot at the moment be accurately determined. The 
number of persons employed in mines rose by 100,000 or 200,000; 
in transport work the increase was insignificant; in commerce, 
on the other hand, it was very marked (about 500,000 to 600,000). 
If building and the liberal professions are included, the total 
increase in the number of those employed, as compared with the 
worst period in the spring of 1933, may be estimated at some 
4 millions. But in the meantime there had been a further influx 
of new workers on the labour market, and when these are deducted 
the net increase in the number of unemployed workers may be 
put at about 3 millions.

This was undoubtedly a sign of success, but only a partial 
success. Unemployment had certainly fallen, but the economic 
system was not yet able to absorb all the available labour.

As a transitional measure, the Government launched a scheme 
of public works on a large scale.1 The number of persons (in 
round figures) employed on these works in February 1934 was :

Type of work

Construction projects ........................    300,000
Civil Works Administration ...........................  4 ,000,000
Emergency conservation work.........................  800,000
Public roads........................................................... 150,000

T o ta l... 4 ,750,000

In the second half of February, already, some of those employed 
by the Civil Works Administration were dismissed. During the 
summer, only from 2.2 to 2.5 million workers were employed on 
public works. I f these were deducted from the number of the 
unemployed—as is done in the German official statistics—the 
number of unemployed persons in the narrower sense of the term 
in the United States must still have been about 10 millions in 
round figures at that period.

This reveals the magnitude and gravity of the problem that 
the United States had still to face in the second year of their 
struggle against unemployment.

1 I n t e r n a t io n a l  L a b o u r  O f f ic e  : Social and Economic Reconstruction 
in the United States. Studies and Reports, Series B (Economic Conditions), 
No. 20, 401 pp., Geneva, 1935.
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Great Britain

The United Kingdom owes its very comprehensive statistics 
of the labour market to its system of unemployment insurance, 
which is compulsory for all wage earners with a few exceptions. 
During the period under consideration here, the following were 
excluded from insurance : young wage earners under the age of 
16 years1, salaried employees in private undertakings with an 
annual salary exceeding £250, agricultural workers, domestic 
servants, certain groups of salaried employees in the employment 
of local authorities or railway companies, etc. Since 2 February 
1928, wage earners over the age of 65 are also excluded from 
insurance. The introduction of this age limit reduced the number 
of regular wage earners in the country by some 360,000. In 
1932 the lists of insured persons were revised and weeded-out, 
thus further reducing the number of registered unemployed by 
more than 100,000.

Every insured person receives a book which mentions, inter 
alia, the branch of industry to which he belongs or in which he 
is seeking employment. As long as he is employed in an insurable 
occupation, his insurance book is deposited with the management 
of the undertaking. When he loses his job, he returns the book 
to the labour exchange. The number of books handed in to the 
exchanges provides an indication, at any given moment, of the 
extent of unemployment. Sources of error (cases of death or 
sickness, or of an insured worker finding employment in a non­
insurable occupation) can readily be eliminated.

The number of persons in employment is obtained by sub­
tracting from the total number of insured persons : (1) the 
number of unemployed persons; (2) the number of workers who 
are temporarily absent from work on account of sickness; (3) 
the number of workers engaged in a labour dispute and, there­
fore, strictly speaking, neither unemployed nor among the 
number of workers in employment.2 * 4

The British statistics, then, determine unemployment according

1 Since 3 September 1934, young persons between the ages of 14 and
16 years have been eligible for unemployment insurance, but they are 
reckoned separately and are not shown among the number of persons 
employed nor among the unemployed in the general statistics of the labournuirlrpt

4 Cf. ‘diagram X III , p. 64.
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to the number of insurance books with the employment exchanges. 
The number of those absent through sickness is assumed to be
3.5 per cent, of the number of wage earners (after deducting the 
unemployed). Separate statistics give the number of workers 
involved in labour disputes1. The total number of insured 
persons is ascertained once a year, in November; it is based on 
the results of the renewal of insurance books, which takes place 
early in July.

Insured persons—men and women separately—are classified 
in 25 branches of economic activity, with over 100 sub-groups. 
The monthly unemployment statistics show the actual number 
and the percentage of unemployed persons in each of these 
sub-groups.

The percentages are obtained by comparing the actual number 
of unemployed persons with the last recorded number of insured 
persons. Thus, for the months from November 1932 to October 
1933, the number of unemployed persons is shown as a percen­
tage of the number o f insured workers in July 1932, while the 
number of insured workers in July 1933 serves as denominator 
for the percentages from November 1933 to October 1934, and 
so on.

TABLE X I I I .— ESTIMATED TOTAL NUMBERS OF PERSONS AGED 16-64 
INSURED AGAIN ST UN EM PLO YM ENT IN  GREAT B R IT A IN 1

(In thousands)

Y  ear 1st q u a rter 2n d  q u arter 3rd  qu arter 4th  q u arter

*
1924 .................................. 11,006 11,048 11,092 11,146
1925 .................................. 11,200 11,254 11,800 11,336
1926 .................................. 11,872 11,409 11,448 11,468
1927 ............................... .. 11,498 11,518 11,541 11,565
1928 .................................. 11,599 11,624 11,094 11,750
1929 .................................. 11,786 11,822 11,870 11,923
1 9 8 0 .................................. 11,995 12,115 12,197 12,290
1 9 8 1 .................................. 12,880 12,467 12,550 12,620
1982 .................................. 12,572 12,545 12,556 12,576
1988 .................................. 12,595 12,618 12,681 12,648
1984 .................................. 12,663 12,682 12,700 12,715

i Supplement to the M inistry of Labour Gazette for February 1935. The figures do not 
Include Northern Ireland.

1 This group was unusually large in 1926, on account of the coal strike. 
In the other years it was of little importance.
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Mention should also be made of the official quarterly estimates 
o f the number of persons employed in the various insurable 
occupations *. These estimates will be taken as a starting point 
for this general survey of the results o f the British employment 
and unemployment statistics.

The total number of wage earners in insurable occupations 
thus rose by 1.6 millions in ten years. This is represented by 
the top curve in diagram XIII.

DIAGRAM  X I I I .— NU M BER OF IN SU RED  W O R K ER S AN D  

VOLUME OF EM PLOYM ENT IN  GREAT BRITAIN

Workers In employment. 

(B) Unemployed workers.

I Persons sick or involved in trade disputes.

The increase was comparatively steady (1.8 per cent, annually) 
from 1928 to 1929, after which it continued more rapidly. From 
the middle of 1981 onwards there was a decline in the influx of 
new workers on the labour market, due mainly to stricter super­
vision, but partly also to the lower birthrate of the years 1915- 
1917. 1

1 The monthly figures for the number of workers in employment are also 
compiled retrospectively.
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The following figures (in thousands) illustrate this decline:
Increase or decrease 
from preceding year 

Adult Young Adult Young
Year workers workers workers workers
1929 ....................  11,048 1,046 —  —
1980 ..................... 11,841 1,065 -f 298 +  19
1981 ..................... 11,788 1,037 +  392 -— 28
1982 ....................  11,806 1,002 +  73 —  85
1933 ..................... 11,966 916 +  160 —  86

Table X IV  shows the distribution of the insured workers 
in the United Kingdom by industries; it reveals the changes that 
have taken place in the economic structure of the country.

TABLE X I V .— ESTIM ATED N U M BER  OF W ORKPEOPLE INSURED  

AGAIN ST UN EM PLO YM ENT IN  GREAT BR ITAIN  A N D  NORTHERN  
IR EL A N D  (M ALES AND FEMALES)

A.— 1923-1927
Persons aged 16 years and aver (in thousands)

Industry July
1923

July
1924

July
1925

July
1926

July
1927

F ishing...................................... 25 26 27 27 28

Mining ...................................... 1,389 1,405 1,391 1,882 1,356
Brick, pottery, glass, etc. . . . 177 189 197 201 203
Chemicals.................................. 214 214 213 211 213
Metal manufacturing and

engineering........................... 1,177 1,147 1,141 1,125 1,108
Vehicles .................................... 271 281 296 802 310
Shipbuilding ........................... 270 254 242 224 216
Metal trades............................. 481 489 505 524 519
Textile trades ......................... 1,811 1,827 1,339 1,348 1,328
Leather, etc............................... 70 71 69 67 68
Clothing trades......................... 579 579 583 582 584
Food, drink and tobacco . . . 500 512 522 524 523
Sawmilling, furniture, etc. . . 192 195 198 204 211
Printing and paper trades . . 348 361 365 376 879
Other manufacturing in­

dustries .................................. 127 132 138 144 146
nrVvfrcil • iniTiiruT rktn/1 tviomiiuuu  . m uling cuiu m anu­

facture .................................. 7,106 7,156 7,199 7,209 7,165

Building...................................... 844 860 903 965 1,017
Gas, water and electricity. . 173 171 179 185 171
Transport and communica­

tion ......................................... 792 787 788 791 798
Distributive trades................ 1,254 1,355 1,458 1,511 1,581
Commerce, banking, etc.. . . 227 226 220 220 228
Miscellaneous........................... 1,065 1,083 1,120 1,132 1,148

Grand total. . . 11,486 11,664 11,892 12,041 12,131
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B.— 1927-1884

Persona aged 16 to 64 inclusive (in thousands)

Induatry July
1927

July
1928

July
1929

July
1930

July
1931

July
1932

July
1933

July
1934

Fishing..................... 27 28 28 28 81 31 82 82

Mining....................... 1,313 1,266 1,230 1,226 1,203 1,200 1,176 1,135
Brick, pottery, 

glass, etc............... 194 194 201 209 213 208 213 219
Chemicals................ 205 215 218 218 214 216 221 217
Metal manufactur­

ing and engineer­
ing ......................... 1,056 1,065 1,082 1,097 1,064 1,030 995 996

Vehicles................ .. 302 311 319 320 321 319 324 332
Shipbuilding........... 196 202 204 205 195 182 169 159
Metal trades............ 503 510 528 555 569 575 591 616
Textile trades.......... 1,210 1,312 1,315 1,339 1,318 1,208 1,245 1,218
Leather, etc.............. 67 67 67 66 66 68 70 73
Clothing trades . . . . 552 577 581 587 606 605 617 613
Food, drink and to­

bacco ................... 500 507 512 525 535 536 555 554
Sawmilling, furni­

ture, etc................ 200 208 215 219 224 229 227 233
Printing and paper 

trades................... 365 374 387 399 411 418 422 421
Other manufactur­

ing industries . . . . 141 149 157 158 157 154 161 160

Total : mining and 
manufacture.. . . . 6,804 6,960 7,018 7,123 7,098 7,010 6,985 6,947

Building................... 951 977 990 1,019 1,129 1,147 1,161 1,200
Gas, water and elec­

tricity ................... 161 163 162 166 174 174 183 195
Transport and com­

munication ........ 760 786 807 821 872 874 859 869
Distributive trades. 1,523 1,614 1,679 1,764 1,875 1,950 1,992 2,005
Commerce, banking, 

etc.......................... 218 222 229 232 236 243 246 257
Miscellaneous ........ 1,089 1,134 1,181 1,251 1,355 1,378 1,426 1,457

Grand total... 11,533 11,881 12,094 12,406 12,770 12,808 12,883 12,961

Industry (including mines) constitutes the most important 
section of the British labour market. Before the reform of 
2 February 1928—i.e., before the introduction of an upper age 
limit—the number of workers in this section moved as follows 
(in thousands):

1923 1924 1925 1926 1927
7,106 7,156 7,199 7,209 7,165
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After the reform, when the age limit came into force, the 
figures were:

1927 1928 1929 1930 1931 1932 1933 1934
6,804 6,960 7,018 7,123 7,098 7,010 6,985 6,947

From the point of view of the labour market, therefore, indus­
trial occupations proved incapable of development; they remained 
closed to the additional members of the occupied population K 
The industrialisation of the population, which had been the 
characteristic feature of the development of Great Britain before 
the war and had enabled it to maintain its social and economic 
equilibrium, seemed to have been stopped dead by some invisible 
barrier. In Britain, as in America, the number of persons in 
employment continued to show an increase in the following 
occupations only : commerce and transport, the liberal professions 
and, to some extent, building.

In the six years from 1927 to 1933 the number of insured 
workers in non-industrial occupations rose from 4.7 to 5.9 millions 
(by 25 per cent.), while the number in industrial occupations 
remained unchanged. The centre of gravity of the labour 
market was thus transferred to the non-industrial occupations.

The Ministry of Labour Gazette gives the following percentages 
that illustrate the redistribution of the working population of 
the country over a period of ten years 1 2 :

Percentage of total number insured 
at July 1923 at July 1933

Shipping and fishing......................... 1 .8  1 .5
Mining...................................................  11.9 8 .8
Manufacturing.................................... 48.1 43.1
Building ...............................................  8 .1  10.0
Ifistributive trades, commerce,

banking, etc...................................... 12.9 17.4
Other industries and services.... 17.7 19.2

T o ta l... 100 100

In ten years the fraction of the entire insured population 
belonging to industrial occupations fell from 60 to 51.9 per cent.

But to belong to an occupation does not necessarily mean that 
one can find employment in it. Before the depression, the

1 For the sake of simplicity, the term “ additional members of the occu­
pied population ” is used to denote the net influx of persons in search of 
employment, no attention being paid to the constant renewal of the insured 
population.

2 November 1933, p, 398.
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proportion of unemployed among the insured population 
fluctuated between about 10 and 12 per cent.; during the 
depression it exceeded 20 per cent. The situation will be clearer 
from the following table and diagram :

TABLE X V .— NU M BER OF IN SU RED  PERSONS RECORDED  
AS U N EM PLO YED  IN  GREAT BR ITAIN  1

Wholly Unemployed and Temporarily Stopped 
(in thousands)

Year 1st quarter 2nd quarter 3rd quarter
 ̂ 1 i

4th quarter

1924 .................................. 1,178 1,030 1,112 1,204
1925 .................................. 1,240 1,225 1,294 1,197
1926 .................................. 1,140 1,390 1,584 1,493
1927 .................................. 1,259 1,031 1,050 1,107
1928 .................................. 1,149 1,119 1,288 1,355
1929 .................................. 1,353 1,133 1,152 1,281
1930 .................................. 1,543 1,762 2,045 2,297
1 9 3 1 .................................. 2,622 2 ,574 2,734 2,668
1932 .................................. 2,666 2,714 2,843 2,757
1938 .................................. 2,845 2,573 2,897 2,268
1934 .................................. 2,303 2,110 2,115 2,109

1 Supplement to the Ministry of Labour Gazette, February 1935.

D IAG RAM  X I V .— U N EM PLO YM EN T IN  GREAT BRITAIN : NU M BER  

OF INSURED PERSONS RECORDED AS UN EM PLO YED  

Millions Millions
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Except in the year 1926, which was marked by a long stoppage 
of work among coal-miners, the number of unemployed persons 
in Britain varied very slightly up to 1929, fluctuating between 
1 and 1J millions. This fraction of surplus labour was well 
designated as “structural” unemployment, to distinguish it from 
cyclical unemployment. In the spring of 1930 the number of 
unemployed persons rose sharply. Between the second quarter 
o f 1931 and the second quarter of 1933 it fluctuated between
2.5 and 3 millions; since the beginning of 1933 it has tended to 
fall.

Table X V I shows the distribution of unemployment in Great 
Britain over the various main occupational groups.

The number of unemployed persons before the depression can 
be summarised as follows (in thousands):

In In In other
mines manufactures 1 branches

November 1 9 2 3 ... 46 811 468
July 1924................ 98 640 397

»* 1925................ 199 731 397
»> 1926................ 144 1,117 476
>» 1927................ 270 511 333
a 1928................ 339 632 406
a 1929................ 215 559 404

i Not including building.

When considering these figures, one must make allowance for 
the fact that the total number of persons insured during the 
period under consideration increased by 610,000 \ that the 
number of persons belonging to industrial occupations fell by 
about 90,000, and that there was an increase of 700,000 in the 
number of insured wage earners in other branches of the economic 
system. The relatively high unemployment figures for commerce 
and transport, building and the liberal professions can be 
accounted for by the large number of workers who came seeking 
employment in these branches. Manufacturing industries and 
mines, on the other hand, were not merely closed to any fresh 
influx of workers, but had even to turn out a certain fraction of 
the persons belonging to these occupations and turn over the 
natural increase in their families to find employment in other 
branches. The economic troubles of the country had thus their 
roots in the mining and manufacturing industries.

During the period of the depression, from July 1929 to July 
1932, and for two years thereafter the number of unemployed

Cf. table X IV , A and B, pp. 65 and 66.
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persons in Great Britain and Northern Ireland fluctuated as 
follows (in thousands):

In In In other
mines manufactures branches

July 1929................ 215 559 404
„ 1930.............  327 1,133 600
„ 1931.............  425 1,519 851
„ 1932.............  475 1,422 1,024
„ 1933.............  433 1,114 961

1934................ 350 935 877

Here again it will be noticed that the wave of growing unem­
ployment reached manufactures and mining first and did not spread 
to other branches until later. A comparison of the unemployment 
figures for the summer of 1932 with those for July 1929 might lead 
one to conclude that unemployment had increased to about the 
same extent in the two branches of the economic* system. But 
that impression would be erroneous. During these three years, 
more than 700,000 new wage earners poured into non-industrial 
occupations, and employment was found, for some 100,000 of 
them in spite of the depression. The increase in unemployment 
in commerce, transport, etc., was thus not due to any reductions 
in staff, but to a slackening in their rate of increase; in industry, 
on the other hand, staffs were drastically cut down. The same 
difference can be observed during the following period, when 
Great Britain began, not without a considerable measure of 
success, to combat the depression and the widespread unem­
ployment it had brought. It was mainly in industry that the 
improvement first showed itself.

Table X V II reproduces the official estimates of the number 
of insured persons in employment at various dates 3 (excluding 
persons unemployed, sick or directly involved in trade disputes).

With the exception of the year 1926, the total number of 
wage earners in employment rose steadily from 1924 to 1929. 
In these five years it increased from 9.6 to 10.3 millions (in round 
figures). This would have been sufficient to give the country a 
sense of returning equilibrium but for the influx of new workers 
into the occupied population. During these five* years the 
number of insured persons between the ages of 16 and 61 years 
increased by 800,000—i.e., 1.4 per cent, annually. This is higher 
than the percentage for the average of the years 1861-1911 
(1.2 per cent.). Employment also increased with equal rapidity, 1

1 Cf. diagram X III , p. 64.
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yet the number of workers who were unemployed in 1923, at the 
beginning of the observation period, had not fallen.

TABLE XVII.— ESTIMATED NUMBER OF INSURED PERSONS IN 
EMPLOYMENT IN GREAT BRITAIN1

(in thousands)

Year 1st quarter 2nd quarter 3rd quarter 4 th quarter

1924 .................................. 9 ,368 9,629 9,545 9,572
1925 .................................. 9,574 9,624 9,524 9,720
1926 .................................. 9 ,812 8,900 8,473 9,064
1927 ................................. 9,851 10,094 10,076 10,038
1928 .................................. 10,028 10,073 9,978 9,997
1929 .................................. 10,048 10,277 10,309 10,245
1 9 8 0 .................................. 10,033 9,880 9,724 9,552
1 9 3 1 .................................. 9 ,320 9,487 9,353 9,525
1932 .................................. 9,421 9,375 9,200 9,396
1933 .................................. 9,332 9,621 9,807 9,966
1934 .................................. 9,961 10,170 10,190 10,222

1 Supplement to the M inistry of Labour Gazette, February 1935.

The next point to be considered is the distribution of those 
employed persons over the various branches of the economic 
system. Table XVTII shows how different the course of evolution 
was in these branches.

The number of wage earners in employment in the United 
Kingdom therefore fluctuated as follows :

In thousands Index numbers (1923 =  100)

Year Mines and 
manufactures1

Other
occu­

pations
Mines and

lotai manufactures1
Other
occu­

pations
Total

1923 . . 3 ,775 9,805 100 100 100
1924 . . 6,193 3,967 10,160 102.6 105.1 103.6
1925 . . 6 ,050 4 ,146 10,195 100.3 109.8 103.8
1926 . . 5 ,740 4,205 9,945 95 .8 111.6 101.7
1927 . . 5 ,812 4 ,242 10,054 96 .4 112.4 102.5
1928 . . 4 ,357 10,186 95 .8 115.4 103.4
1929 . . 6,025 4,509 10,534 99 .9 119.4 107.4
1930 . . 5 ,465 4,513 9,978 90 .6 119.5 101.8
1931 . . 4 ,974 4,652 9,626 82 .5 123.2 98 .2
1932 . . 4 ,934 4 ,607 9,541 81 .8 122.3 97 .3
1933 . , 5 ,248 4 ,764 10,012 87 .0 126.1 102.1
1934 . . . . .  5 ,464 4 ,957 10,421 90 .6 131.3 106.3

1 Excluding building.

These three sets of figures are represented graphically in 
diagram XV, p. 74.
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DIAGRAM X V .— INDEX NUMBERS OF EMPLOYMENT 
IN GREAT BRITAIN

(1928 =  100)

■—•All oeoupationh.
■» ImlUKt.nul occupations, 
so Nou-lnduntrittl oornputioiiH.

It will be seen that the index of employment in industry points 
to quite different conclusions from those suggested by the general 
index for all occupations.

It is only the curve of employment in industry that clearly 
reflects the economic fluctuations that took place.^ In other 
branches of the economic system these fluctuations were neutral­
ised by the structural increase in employment; they appear only 
in an attenuated form in the general curve of employment.

By taking the index of employment in industry (E) in conjunc­
tion with the index of industrial production (Y), one can obtain 
the index of individual output in industry (T). But as the 
official British index number of production begins with the year 
1927 and is based on the volume of industrial production in 1924 
(—■ 100), the index number of employment must be recalculated 
on the same basis before the two can be combined. The volume 
of production is taken from the quarterly figures of the Board of 
Trade, the average of the second and third quarters being used,
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so as to have both indices referring to the same period (the middle 
o f the year). One source of error must also be mentioned : the 
number of wage earners in employment includes persons involved 
in trade disputes; but this error is quite negligible compared with 
certain others that cannot be eliminated \

Industrial
Number of wage 
earners employed

Individual
output

Middle of the year production in industry („  v\
(V) (E)

1924 .................................... 100 100 100
1925 .................................... — (97 .7 ) —

1926 .................................... — (93 .4 ) —

1927 .................................... 106.8 93 .9 113.5
1928 .................................... 101.9 93 .4 109.3
1929 .................................... 111.3 97 .3 114.4
1 9 3 0 .................................... 101.3 88 .3 114.7
1 9 3 1 .................................... 90 .7 80 .4 112.8
1932 .................................... 00 .8 79 .6 114.1
1933 .................................... 96 .5 84 .7 113.9
1934 .................................... 104.5 88 .3 118.4

The evolution of the British labour market can now be summed 
up by means of the usual formula.

It is assumed at the outset that in view of the annual increase 
of 1.4 per cent, in the wage-earning population, industry should 
have increased to some extent the number of persons it employed. 
In so far as this increase did not take place, it follows that unem­
ployment developed in that branch of the economic system, 
although that unemployment may have been absorbed, in whole; 
or in part, by increased employment in other branches.

The year 1924 will be taken as a starting point, and the number 
of insured workers in industrial occupations in July 1924 
(S =  7,156,000) will be considered as =  100.

As there were at that date 738,000 unemployed persons in 
industry, the index number of wage earners in employment (E) 
must be put at 89.8 (there is no need, in this ease, to allow for 
absence through sickness, etc.). The increase that should have 
taken place in the number of those employed in industrial occu­
pations will be put at the minimum rate of 0.5 per cent, of the 
1924 figure annually.

1 It is of importance, however, for the year 1926 (coal strike), hut that 
year has been omitted from the following table.
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The following diagram will then represent the development 
of unemployment in British industry from 1924 to 1934.

DIAGRAM X V I.— DEVELOPMENT OF UNEMPLOYMENT 
IN BRITISH INDUSTRY

(S and V for 1924 =  100)

1924 1925 1926 1927 »928 1929 19*0 1951 1952 1955

This diagram brings out the fact that the volume of production 
rose more slowly than the level of technical progress from 1924 
to 1929. In so far as technical progress is represented by the 
individual output of those in employment, it was much more 
rapid than before the war. The increase of 14.4 per cent, in 
5 years means an annual rise of 2.7 per cent., as against 0.52 per 
cent, for the period 1861-1911. The increase in the volume of 
production, on the other hand, was not much more rapid than 
before the war : 2.2 per cent, as against 1.85 per cent*

There is perhaps a close connection between these two trends. 
It is possible that it was the difficulties of industrial expansion 
that forced British industry to improve its plant and its technical 
processes and bring them up to date. This created a situation 
in which, notwithstanding the steady improvement in business, 
unemployment continued to spread in industrial occupations, 
although its growth was, for a time, obscured by the displacement 
of labour towards other brandies of the economic system.

The situation became still worse during the depression. 
Capital investment came practically to a standstill, and as the 
undertakings had no longer any reason to replace their workers 
by machines, individual output has not risen at all since the



— 77

depression began. It has even fallen slightly—perhaps as a 
result of shorter working hours. However that may be, the 
decline in production was alone responsible for the decrease in 
employment in industry from 1930 to 1932, and the two decreases 
followed almost parallel courses.

During this period labour continued to flow from industry to 
other branches of the economic system, and this influx soon made 
itself felt. The effects of this displacement and the distribution 
of unemployment over the two main branches of the labour market 
are shown in diagram XVII.

DIAGRAM  X V II .— DISTRIBUTION OF UN EM PLO YM ENT  

IN GREAT BRITAIN

Millions Millions

1924 25 26  27 26 29 50  51 52 55  34
| Unemployment arising in nou-industrial occupations.
|\ Unemployment passed on from industry to other occupations.
B  Unemployment registered in industrial occupations.

When industry revived in 1933 the situation gradually 
improved, but in July 1934 the number of unemployed persons 
in Great Britain and Northern Ireland was still 2.1 millions, of 
whom 1.2 millions were in industrial occupations. I f unem­
ployment was to be brought back to what was considered the 
“normal” pre-war level, the number of persons employed in 
industry would have to be raised by about 17 per cent, on the 
average above the 1934 summer figure. But that would require
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some considerable time, and in the meanwhile neither the increase 
of the occupied population nor the march of technical progress 
could be held up. Consequently, if Great Britain wishes to 
restore its economic equilibrium it will have to increase produc­
tion by between 20 and 25 per cent., or else reduce hours of work 
in the same proportion, or combine these two measures. Theoreti­
cally, each of the three solutions is possible, but in practice the 
only one of real importance is the last one, which can, of course, 
be varied in countless ways.

There is little hope of success for any attempt to restore the 
balance of the labour market by transferring the “surplus” 
workers from industry to non-industrial occupations. Commerce 
and transport may not so far be overcrowded occupations in 
Britain, but the time will inevitably come when the mechanism 
of distribution will have to be rationalised. And then hundreds 
of thousands or even millions of commercial employees and 
workers will be thrown out of employment.

Germany

The first post-war years in Germany were marked by great 
economic activity. The demand for commodities was so strong 
that the industries for consumers’ goods had no difficulty in 
marketing their products, while the industries for producers’ 
goods worked feverishly to provide new industrial plant. Infla­
tion stimulated capital investment, which rapidly degenerated 
into unbridled company promotion. Consequently,, and more 
especially in view of the low level of wages, German employers 
could afford to employ an ample quantity of labour.

The demobilisation of the army and the reintegration of 
ex-service men into economic life passed off without much 
friction. In 1919, 1920 and 1921, unemployment among trade 
union members fluctuated round about an annual average of 
4 per cent. In 1922, when inflation was at its height, the number 
of unemployed persons actually fell below 1 per cent.

There is no means of knowing the exact number of wage earners 
or even the size of the occupied industrial population in general 
during these years. But as unemployment was practically 
non-existent at that period and all the available workers were
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fully employed, the total amount of work performed cannot have 
fluctuated much or increased greatly from year to year. The 
growth of industrial production is therefore all the more striking. 
On the basis of 1913 =  100, the volume of production was as 
follows :

1919 1920 1921 1922

37 54 65 70

The rise in the level of individual output was more or less 
parallel. This was no '‘miracle of technical progress'' but simply 
the process o f reconstruction : the economic system had been 
thrown completely out of gear and was now gradually returning 
to normal. In 1922 individual output had not yet returned to 
its pre-war level. The daily output per person was still about 
20 or 30 per cent, lower than in 1913. This was partly the result 
of the reduction of working hours—from 9.5 to 8 hours a day on 
the average. But even the hourly output in 1922 still fell short 
of the normal figure.

The corollary of this low level of output was an unusually low 
standard of living. Real wages were brought still lower by the 
fact that a large fraction of the yield of German industry was 
devoted to capital expenditure on a large scale; this was the 
more easily financed because of the continued inflation.

The stabilisation of the currency was followed by a brief but 
violent depression. The unemployment figure soared upwards 
at the end of 1923, and short time suddenly became extremely 
widespread. But the spring of 1924 brought recovery with it. 
From that date the German labour market entered on a new and 
chequered phase of its history.

In view of the marked seasonal fluctuations that are charac­
teristic of employment conditions in Germany, and in view of 
the curious fluctuations in the market situation from 1924 to 
1934, it will be advisable to study the development of unem­
ployment during that period from month to month and not 
merely from year to year.

Table X IX  shows the number of unemployed persons registered 
with the employment exchanges at the end of each month from 
1925 to 1934.

The question of the reliability and completeness of the employ­
ment exchange statistics may be ignored for the moment, while 
the general trend indicated by these figures is examined.
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TABLE XIX.— UNEMPLOYMENT IN GERMANY1 

(Number of unemployed persons registered)

(In thousands)

End of month 1925 1926 1927 1928 1929 1930 1931 1032 1933 1934

January . 800 2,221 2,257 1,791 2,850 3,218 4,887 0,042 6,014 3,773
February 731 2,269 2,167 1,718 3,050 3,360 4,972 6,128 6,001 3,373
March . . . 048 2,243 1,708 1,489 2,484 3,041 4,744 0,034 5,599 2,798
April. . . . 523 2,113 1,462 1,234 1,712 2,787 4,358 5,739 5,331 2,609
May ___ 431 2,090 1,213 1,112 1,350 2,635 4,053 5,583 5,089 2,529
June----- 401 2,081 1,061 1,075 1,200 2,041 3,954 5,476 4,857 2,481
July — 406 2,004 927 1,028 1,252 1 2,705 3,990 5,392 4,4642 2,426
August .. 459 1,911 841 1,034 1,272 2,883 4,215 5,224 4,124 2,398
September 503 1,781 772 1,030 1,324 3,004 4,355 5,103 3,849 2,282
October . 036 1,709 787 1,164 1,557 3,252 4,023 5,109 3,745 2,268
November 997 1,786 1,117 1,569 2,036 3,099 5,000 5,355 8,715 2,353
December 1,712 2,127 1,714 2,265 2,851 4,384 5,008 5,773 4,059 2,604

Annual
average 087 2,028 1,336 1,376 1,916 3,140 4,573 5,575 4,804 2,058

1 From reports of the employment exchanges.
2From July 11)33 onwards the figures do not include persons employed in the Labour Service 

(150,000 in July 1033).

DIAGRAM XVIII.— UNEMPLOYMENT IN GERMANY 1

World economic depression Millions

i From employment exchango reports.
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I f  seasonal fluctuations (which reach their peak in January 
or February and their lowest point in summer) are left out of 
account, it will be seen that the curve of unemployment in Ger­
many for the period 1925-1984 reflects two unequal waves : the 
first began to rise towards the end of 1925, falling again in the 
spring of 1927; the second rose from the winter of 1929, reaching 
its peak in 1932 and falling gradually in 1933 and 1934. Between 
these two waves the basic trend of the curve is not horizontal, 
but would seem to betray a tendency to rise.

It is not difficult to determine the relative significance of these 
fluctuations, which are in part superimposed on each other. The 
peaks in the winter months reflect the usual dismissal of about a 
million workers (mostly from the building trade). The peak is 
particularly high in the winter of 1928-1929, which was exception­
ally cold in the whole of Central Europe, and especially in 
Germany. During the depression, on the other hand, winter 
unemployment was relatively less marked on account of the 
slackness in building even in summer.

The extent of the first wave of unemployment—the so-called 
“  rationalisation unemployment ”  of 1926—may be estimated at 
about 1.5 or 1.6 million persons. During the recent depres­
sion, the increase in the number of unemployed workers during 
the summer months exceeded 4 millions. During the recovery 
period between the two depressions the annual increase in the 
number of unemployed persons registered with the employment 
exchanges may be put at 200,000 or 300,000.

The same trend of the labour market is shown by the unem­
ployment statistics compiled by the trade unions1. These figures 
have the advantage of eliminating the sudden winter variations by 
making a‘distinction between occupations in the “ seasonal”  and 
the “  cyclical groups ”  2.

The dotted curve in diagram X IX  shows the same peaks as 
the curve in diagram X V III; every winter, between 5 and 8 per 
cent, of the members of trade unions were thrown out of employ­
ment by the stoppage of building activity; this proportion rose 
in the winter of 1928-1929, but fell during the depression. The

i Cf. Table X X , p. 83.
a The “ seasonal ” group comprises building occupations, brickworks 

and horticulture; the “ cyclical ” group includes all other occupations. Cf. 
W l. W oytinsky : 44 Konjunktur und Saison ” in Arbeit, 1929, No. 2, Berlin, 
and Der deutsche Arbeiismarkt, published by the Allgemeiner Deutscher 
Gewerkschaftsbund, 1930, Berlin. Cf. diagram X I X , p. 82.
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curve for the seasonal group reveals whence these peaks come, 
whereas the curve for the other group reflects the cyclical fluctua­
tions over the same period: a brief wave of unemployment 
resulting from rationalisation, a gradually rising curve for the 
years 1927-1929 and then a rapid rise from the beginning of the 
world depression.

DIAGRAM X IX .— UNEMPLOYMENT AMONG TRADE UNION MEMBERS
IN GERMANY

Per cent Per cent

m Cyclical group.
-  Seasonal group. 

All occupations.

The development of the labour market during the “  rationali­
sation depression'5 may be taken as a typical example of successful 
rationalisation, since a certain quantity of labour was temporarily 
displaced but was immediately provided with fresh employment 
as a result o f the extension of production \

There is one serious source of error in table X X I. The produc­
tion figures refer to “ industrial”  production in the widest sense, 
whereas the employment figures include “  all groups 55 of wage 
earners indiscriminately—not only those in industry, but also 1

1 Cf. table X X I , p. 84 and diagram X X , p. 85.



TABLE XX.— PERCENTAGE UNEMPLOYED AMONG TRADE UNION 
MEMBERS IN GERMANY1

Year Jan. Feb. Mar. April May Juno July All!?. Sept.
j O ct.

Nov. D ec.

A ll Occupations

1924......... 20 .5 25.1 16.6 10.4 8 .6 10.5 12.5 10.5 8 .4 7 .3 8.1 13.1
1925......... 8 .1 7 .3 5 .8 4 .3 3 .6 3 .5 3 .7 4 .3 4 .5 5 .8 10.7 19.4
1926......... 22.6 22.1 21.6 18.7 18.3 18.3 17.9 17.0 15.6 14.5 14.5 17.2
1927......... 16.9 15.9 11.8 9 .0 7.1 6 .4 5 .6 5.1 4 .7 4 .6 7 .5 12.9
1928......... 11.4 10.5 9 .3 6 .9 6 .3 6 .2 6 .3 6 .5 6 .6 7 .3 9 .4 16.7
1929......... 19.4 22.3 16.8 11.1 9.1 8 .6 8 .6 9 .0 9 .6 11.0 13.8 20.3
1930......... 22.2 23.7 21.9 20.5 19.8 19.8 20.8 22.0 22.8 24.0 26.3 31.8
1931......... 34.5 34.8 34.0 32.3 30.4 30.2 31.6 34.1 35.5 37.2 39.5 42.8
1932......... 44 .3 44.9 45.2 44.5 43.9 43.6 44.4

i

44.5 44.1 43.4 43.8 45 .6

Cyclical Group

1925......... 6 .0 5 .4 4 .7 4 .3 3 .7 3 .5 3 .7 4 .2 4 .5 5 .7 8 .2 14.7
1926......... 18.2 19.1 19.7 17.6 17.8 18.0 17.9 17.1 15.6 14.0 13.1 13.3
1927......... 12.4 11.7 10.0 8 .5 7.3 6 .7 6 .0 5 .4 4 .8 4 .3 4 .7 6 .2
1928......... 0 .4 6 .2 5 .9 5 .8 5 .9 6 .0 6 .3 6 .5 6 .4 6 .5 7 .3 9 .5
1929......... 10.3 11.4 10.6 9 .2 8 .6 8 .4 8 .6 8 .6 8 .9 9 .2 10.2 12.8
1930......... 14.2 15.0 15.1 15.2 15.4 16.0 17.0 18.2 18.8 19.4 20.6 24.3
1931......... 25.8 25.8 25.6 25.2 24.7 24.8 26.1 27.8 28.8 29.7 31.1 33.9
1932......... 35.2 35.7 36.4 36.7 36.8 37.0 38.0 38.1 37.6 36.4 36.4 36.6

Seasonal Group

1925......... 21.1 18.7 12.0 5 .0 3,1 2 .8 3 .3 4 ,7 4 .7 6 .8 25.4 42.8
1926......... 48*4 38.9 32.0 24.9 21.1 19.8 18.2 16.5 15.6 16.8 21.0 35.6
1927......... 39 .4 37.3 20.8 11.9 6 .4 4 .9 3 .9 3 .7 3.9 5 .5 20.6 44.0
1928......... 34.1 30.1 24.6 12.0 8.1 7 .0 6 .0 6 .5 7 .4 10.3 18.5 40.7
1920......... 58.4 68.1 43.3 19.2 11.0 9 .2 8 .9 10.4 12.8 17.7 28.6 51.1
1930......... 55.5 59.5 50.2 42.9 38.1 36.4 36.8 38.1 39.7 43.3 51.1 64.3
1931......... 72.8 74.7 71.4 63.7 55.5 54.1 55.8 62.4 66.4 71.1 78.2 94.2
1932......... 87.0 88.4 86.3 81.4 77.1 75.0 74.5 74.8 75.0 76.8 79.4 83.8

i Jahrbuch des Allgemeinen Deutschen Gewcrkschaftnbundes, 1931, Statistichcr Anhmg, p. ‘J.

those in agriculture, commerce and transport, the liberal profes­
sions, domestic service, etc. But it is a well-known fact that 
in 1926 rationalisation meant, in Germany, the technical and 
administrative reorganisation of industrial undertakings only* 
Consequently the employment figures in table XXI contain two



TABLE X X I.— THE “  RATIONALISATION ”  DEPRESSION IN GERMANY 1 

(Average for 1925 =  100)

Year and month
N limber of 

wage earners 
employed

Amount 
of work 

performed
Industrial
production

Individual
output

1925
January ....................... 95.7 96.3 101.2 105.1
February .................... 90.7 97.4 103.7 100.4
M arch........................... 98.2 98.8 104.0 105.9
A p ril............................. 102.0 102.8 101.1 98.3
May ............................. 104.1 104.9 103.3 98.4
J u n e ............................. 104.1 104.8 100.0 96.0
July ............................. 103.0 103.0 99 .4 96.0
A u gu st......................... 102.5 102.8 90.5 93.9
September.................. 103.0 102.9 100.1 97.3
October ....................... 101.5 100.4 97.5 97.1
November.................... 98.2 9G.2 98.5 102.3
December .................. 91 .4 88.9 92.2 103.7

1929
January....................... 88.3 84.8 88.2 104
February.................... 88.3 85.0 88 .4 104
M areli........................... 89 .3 86 .0 88.1 103
A p ril............................. 92 .5 89.9 87.5 97
May ............................. 93 .4 91.2 88.9 97
J u n e ............................. 93.5 91.4 93.2 102
July ............................. 94.1 92.1 92.1 100
A u gu st......................... 94.0 93.0 98.0 105
September.................. 95.1 94.1 102.5 108
Oetober ....................... 95 .0 95 .2 100.3 111
November.................... 95 .0 95.6 111.1 117
December .................. 91 .5 91.7 113.0 123

1927
January ....................... 90.5 90.9 112.4 123
February .................... 91 .5 92.1 111.2 121
M arch........................... 90 .7 97.0 115.5 4 118
A p ril............................. 100.4 101.5 118.8 117
May ............................. 103.5 104.8 123.5 119
J u n e ............................. 104.5 105.9 120.8 115
July ............................. 105.1 100.5 125.4 119
A u gu st......................... 105.0 100.9 127.5 120
September.................. 100.1 107.5 130.1 122
Oetober ....................... 100.0 108.1 128.8 120
November.................... 104.1 105.6 131.1 125
December .................. 98 .8 100.7 124.4 124

1 The index of tho number of wage earner* in employment is calculated on the basis of 
the reports of the sickness insurance funds (cf. \Virtschaftssaltlcn 1925 bis 1931, published 
by the “ lnstitut fiir Konjunkturforschung ” , Berlin, li)3‘J). The index of the amount of 
work performed is calculated with the help of the index of wage earners in employment, 
taking: into uoeount the average hours of work. The index of the volume of production 
is that of the “ lnstitut fttr Knujunkturforsehung The index of individual output is 
obtained by dividing the index of production by the index of the amount of work per­
formed.
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elements, one of which was directly influenced by the depression, 
while the other was not affected to any appreciable extent. The 
sickness insurance fund statistics that were used in calculating 
the index of employment do not permit of a distinction being 
made between these two elements. I f it were possible to work 
out the index of employment for mines and manufactures only 
it would certainly show much more marked fluctuations than 
those in the general employment index given in table X X I. 
With this one reservation the table may be taken as giving a 
satisfactory general picture of the economic development of 
Germany from 1925 to 1927.

DIAGRAM  X X .— THE “  RATIONALISATION ”  DEPRESSION  

IN GERM ANY

(Average for 1925 — 100)
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o-c x m x m x h d  Individual output. 
• ■ ■ ■ ■ m i  Production.
—— , Amount  of work performed.

In the second quarter of 1925 it will be noticed that the volume 
of industrial production in Germany fell from month to month, 
although the number of wage earners in employment tended to 
rise. The output per head of those employed must therefore 
have been falling steadily. It fell from 106 in February and 
March 1925 to 94 in August of the same year.

Then came the rationalisation of production, with, as its first
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consequence, the better organisation of work in industrial under­
takings and the dismissal of superfluous workers. After allowing 
for winter unemployment, it will be found that the number of 
wage earners dismissed was about 2.5 millions in round figures, 
or between 12 and 18 per cent, of the total number employed1. 
At the same time the amount of work performed declined to an 
even greater extent because of the reduction of hours of work. 
It is true that these phenomena were accompanied by a decrease 
in the volume of production, but this decrease fell far short of the 
fall in the amount of work performed. Between the third quarter 
of 1025 and the month of April 1926 the index of industrial 
production fell by about 11 per cent., while the amount of work 
performed fell by 13 per cent. When it is remembered that some 
6 or 7 million wage earners in non-industrial occupations were not 
affected by the depression, whereas the number of those employed 
in mining and manufacturing was cut. down from 13 to 11 millions, 
it will be seen that the decrease in the amount of work performed 
in industry may be assessed at 20 per cent.

But the increase in individual output enabled industry to 
expand its sales and production beyond the previous level. In 
the summer of 1926 the number of persons in employment began 
to rise again. A year later their number was half a million higher 
than it had been before the depression. As a result of the 
reorganisation of industry, the output per head of those employed 
had risen by 21 per cent.

One special feature* in the development of the “  rationalisation 
depression ”  in German industry is worthy of note. When the 
depression began, recourse was had to shorter working hours 
before* the* dismissal of workers began. It would appear that the 
industrialists considered the decline in the amount of work as a 
temporary phenomenon, and therefore decided to distribute the 
available work over their existing staffs 2.

It will be seen in diagram X X I that the curve of short time 
rose a few months before the curve of complete unemployment 
in 1925. The two phenomena occurred in the same order within

1 The process of "  weeding out "  must therefore have been much more 
complete than might be imagined from the reports of the employment 
exchanges, which recorded an increase in unemployment of from 1.5 to 
1.6 millions. The main reason for the difference between the two sets of 
figures is the fact that some of those who were temporarily thrown out of 
employment did not register with the employment exchanges.

2 IT. table X X II  and diagram X X I , p. 87.
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the various groups of occupations and branches of the economic 
system during this depression brought about by rationali­
sation 1

TABLE X X II.— PERCENTAGE OF WORKERS ON SHORT TIME AMONG 
TRADE UNION MEMBERS IN GERMANY 1

Cyclical group

Year
At the end of the month of :

Jan. Feb. Mar. April May J une July Aug. Sept. Oct. Nov. Dee.

1925 ........... 5 .0 5 .4 5 .1 4 .9 5 .0 5 .2 5 .9 7 .1 8 .0 1 2 .0 1 7 .8 2 1 .5
1020 .......... 2 5 .8 2 4 .0 2 4 .0 2 1 .4 2 0 .4 1 0 .2 1 8 .8 1 7 .2 1 4 .5 11 .0 9 .5 8 .3
1027 ........... 7 .5 0 .0 5 .0 4 .3 3 .4 3 .2 3 .1 3 .4 2 .9 2 .4 2 .5 3 .5
1028 ........... 4 .1 4 .2 4 .3 5 .0 5 .8 0 .8 7 .5 8 .1 7 .7 7 .7 8 .2 8 .1
1020 ........... 0 .3 1 0 .0 0 .1 8 .0 7 .8 7 .0 8 .0 8 .2 8 .0 8 .1 8 .0 9 .4
1930 .......... 1 2 .0 1 5 .1 1 4 .7 1 4 .3 1 4 .1 1 4 .8 1 0 .3 17 .1 1 7 .5 1 7 .8 1 8 .5 1 9 .5
1 0 3 1 ........... 2 2 . f» 2 3 .1 2 2 .4 2 1 .5 2 0 .9 2 0 .9 22 7 2 5 .1 2 0 .0 2 5 .7 2 5 .5 2 0 .3
1932 ........... 2G .7 2 0 .5 2 0 .0 2 5 .8 2 0 .1 2 0 .1 2 0 .7 2 0 .9 2 0 .3 2 0 .1 2 5 .0 2 0 .4

iJahrbuch dcs AllyonHnen Dcutschcn Gewcrksrhaftubutuftw, 1931, StnUstisrhrr Anhrwu, 
p. 3. Only the iigures lor the “ cyclical *' group are given. In the “ Heuboiml ” group 
the amount of Hhort time is negligible.

DIAGRAM X X I.----COMPLETE UNEMPLOYMENT AND SHORT TIME
AMONG TRADE UNION MEMBERS IN GERMANY

Cyclical Group

1 Cf. W l. W oytinsky : “ Arbeitslosigkeit und Kurzarbeit ” in Jahrbucher 
fur Nationalbkonomie und Statistik, Series III , vol 70 (1031), pp. 13 el seq.



In 1929, on the other hand, the reduction in hours of work tended 
to come after the reduction in staff; the first reaction was to cut 
down staff, and it was only later that the idea of distributing the 
work over those who were still kept on was put into practice. 
The reason for this would seem to be that the heads of under­
takings took quite a different view of the situation in 1929 from 
that taken in 1925.

It has since been asserted in many quarters that the rationali­
sation movement in German industry was of doubtful economic 
value; it lias been described as 44 irrational rationalisation ” . It 
is true that the reorganisation and modernisation of production 
was the latest fashion in 1925-192G, and there is no doubt that 
some individual industrialists and some 'whole branches of produc­
tion went too far in their efforts to be up-to-date. On the whole, 
however, the rationalisation movement achieved its aim, and by 
1927 the German economic system had regained its equilibrium1.

This conclusion is not invalidated bv the fact that unemploy­
ment increased in Germany, as was mentioned above, from 1927 
to 1929. This tendency existed before rationalisation brought 
on the depression. The average number of unemployed persons 
registered with the employment exchanges during the third 
quarter of the year (when seasonal unemployment is at its lowest) 
was as follows (in thousands) :

inorease
1925 1920 1927 1928 1929 1925-1929

458 (depression) 847 1,031 1,283 825

l$ut during these four years there had been an influx of
1,433,000 new workers on the labour market, representing an 
increase of 350,000, or 1.8 per cent., annually. This rate was, 
it is true, more or less the same as before the war 2. But condi­
tions had changed, and the capacity of the German economic 
system to expand could not be the same as it had been at the 
beginning of the century, for example. It was able to absorb 
just over 000,000 of the new wage earners representing the 
younger generation; the remaining 800,000 went to swell the 
reserve army of labour.

—  8 8  —

1 There is no foundation for the view that Germany was able to overcome 
the depression in 1927 only by a lucky accident— the liritish coal strike. 
The field of industrial expansion after rationalisation was in production for 
the home market far more than in production for export.

* Cl* *, above, p. 29.
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It is interesting to consider whither the further development 
of economic life in Germany might have led if its course had not 
been interrupted by the depression in the autumn of 1929. If it 
is assumed that nothing happened to cheek its normal course, 
it must follow that the demand for labour would have increased 
so as to provide employment for about 150,000 persons annually. 
For a country like Germany, that is a low figures but it would, in 
a few years, have proved sufficient to re lieve considerably the 
overcrowding on the labour market. It must be remembered 
that the small contingents of young persons born during the 
war years were just then reaching working age b

The German National Statistical Office had calculated the 
probable number of workers for the years 1929 to 1933 as follows 
(in thousands at the beginning of eacli year) :

1929 19.10 1931 1932 1933
20,993 21,127 21,094 20,903 20,832

The labour force of the country was therefore expected to 
remain stationary, after having increased rapidly during the 
preceding period. As the supply of labour was therefore constant 
and the demand for labour was increasing, unemployment should 
have dwindled from year to year. On this assumption it may be 
calculated that the number of unemployed persons registered 
with the employment exchanges would have moved as follows 
(in thousands for the third quarter of each year) :

1929 1930 1931 1932 1933
1,283 1,270 1,100 830 550

But the depression upset all these calculations.
A study of employment in large and medium-sized industrial 

undertakings confirms the impression that the structural develop­
ment of the German economic system before the de pression had 
on the whole been healthy. The number of workers and salaried 
employees in employment in undertakings with five or more 
workpeople fluctuated as follows from 1920 to 1930 (in thousands):

Theatre,
Commerce* eduoat ion,

Industry i ami public* Total
transport heal I h

1920 ...........  7,583 1,134 100 8,883
3 927 ...........  8,892 1,330 109 3 0,391
3 9 2 8 ...........  9,099 1,425 185 10,709
1 9 2 9  ...........  8,877 3,515 205 10,597
1930 ...........  7,523 3,470 213 9,200

i Including mining, manu fact urea, building and water, gas and cioetiioity nervices. 1

1 Cf. diagram I, p. 8.
7
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Of the increase of 1,500,000 persons employed in large and 
medium-sized industrial undertakings from 1926 to 1927, industry 
in the wide sense absorbed 1,300,000, including 230,000 in the 
building trade. The following year the number of those in 
employment rose again by about 320,000. Then came a decline 
in 1929, marking the beginning of the depression.

It is of interest to consider the ratio of the volume of industrial 
production to the number of persons employed in these large and 
medium industrial undertakings. If 1928 — 100, the index 
numbers for the annual averages will be as follows :

1920 1927
Persons employed in large and medium

industrial undertakings ( K ) ....................  83 .3  97.7
Volume of industrial production (V) . . . .  80.8 101.1
Individual output TlOO^ j ....................... 07 .0  103.5

1928 1929

100 97 .5
100 100.4
100 103.0

The period of intensive rationalisation had thus been followed 
by one of less rapid technical progress. If production had con­
tinued to expand steadily by 3 or 4 per cent, annually, the under­
takings would have had to increase their staffs every year. It 
may therefore be concluded that the collapse of the German 
labour market cannot be attributed to the use of machinery; it 
was due to a decline in sales and in production.

The statistics of the employment exchanges (table XTX, p. 80) 
give only a faint impression of the extent of this collapse. Accord­
ing to them, the number of unemployed persons during the 
depression was only about 4.2 millions more than in 1928-1929. 
But in reality the situation wras more serious, as can easily be 
seen from the fluctuations, from the beginning of 1929 onwards, 
in the number of wage earners in employment, as recorded by 
the sickness insurance funds. (Cf. table X X III, 91.)

According to these statistics, the number of wage earners in 
employment fell from 18,038,000 in June 1929 to 12,779,000 in 
June 1932. As the total number of wage earners in Germany 
remained unchanged during this period, the only possible conclu­
sion is that the number of unemployed persons increased by more 
than 5.8 millions, and not merely by 4.2 millions. The difference 
can be explained by the invisible unemployment that developed 
during the depression.

The lists compiled by the employment exchanges contain only 
the unemployed wrorkers who have reported to the exchanges. 
So long as it- pays the unemployed to report, and so long as they
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have some prospect of obtaining work through the exchanges, 
the lists may be presumed to be more or less complete1. 
But the depression entirely disorganised both the labour market 
and the statistics of the employment exchanges. Unemployment 
benefit was reduced; relief was refused altogether to certain 
groups; the unemployed gradually lost all hope of finding jobs 
through the exchanges, and they came to feel that they must rely 
on their own efforts and trust to casual jobs to keep them alive. 
They therefore deserted the employment exchanges, and the 
number of unemployed persons who were not registered with the 
exchanges increased rapidly.

TABLE X X I I I .— NU M BER OF W A G E  EARNERS TN EM PLOYM ENT

IN  G E R M A N Y 1

(In thousands)

Mon tli 1U30 1031 litJJO 1 0 : UKU

January .................. 15,,8 JO 10,150 18,070 12,,085 H , 487 ia, 518
February ................ 15.,478 15,081 18,705 11.,028 11, 583 18, 007
March......................... 10., 000 10,208 14,002 n : , 074 12, 103 14, 087
April........................... 18 ,001 10,704 14,818 1 2 ;,585 12, 008 15. 322
M a y ........................... 18.,400 17,120 15,107 1 2 ., 744 13, 180 15, 500
June ......................... i8:, 088 17,088 15,258 1 2 .,770 13, 307 15, 530
J u ly ........................... 18., 580 10,848 15.020 1 2 :, 750 13, 430 15, 533
August .................... 18,, 588 10,087 14,018 1 2 ., 755 13, 710 15, 500
September .............. 18.,427 10,540 14,870 1 2 :,884 13, 021 15, 021
October.................... 18., 282 ! 10,280 18,078 1 2 .,015 14, 002 15, 030
November................ 17.,714 15,008 18,488 12,, 000 14, 020 15, 470
December................ M'k, 585 14,017 12,440 11,,083 18, 287 14, 772

i From the statistics of the sickness insurance funds.

The only wav to determine the real extent of unemployment 
in Germany is to apply the British method of calculation to the 
German statistics of the labour market. In British statistics the 
number of workers in employment is determined by calculating 
the difference between the total number of workers and the 
number of those who are unemployed or incapacitated by sickness. 
For Germany, it is possible to determine the number of unem-

1 Complete agreement between the statistics of unemployment and those 
of workers in employment is possible only when, as in Great Britain, the 
two sets are compiled by the same organisations, which can thus from the 
outset adapt the various figures so as to ensure correspondence. Failing this, 
divergences are bound to arise, if only through differences in tin* interpre­
tation of such terms as “ wage earners ”, “ wage earners in employment ” , 
“ unemployed persons ”, etc.
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ployed persons by deducting from the total number of workers 
the number of those who were in employment or absent through 
sickness K

Table X X IV  gives the results of this calculation for each 
quarter of the years under consideration.

TABLE X X IV .— VISIBLE AND INVISIBLE UNEMPLOYMENT IN GERMANY

(In thousands)

Dates
N umber 
of wage 
earners

Distributed as follows

Absent 
through 
sickness 
or child 

birth

In
employ­

ment

Unemployed

Registered
with

exchanges

Not
registered

with
exchanges

1929
January....................... 20,993 1,197 15,849 2,933 1,014
April ........................... 21,026 778 18,061 1,712 475
July ............................. 21,060 779 18,539 1,251 491
O ctober...................... 21,093 802 18,232 1,557 502

1930
January...................... 21,127 887 16,159 3,218 863
April ........................... 21,119 718 16,794 2,787 820
J u ly ............................. 21,111 718 16,843 2,765 785
O ctober...................... 21,103 654 16,230 3,252 967

1931
January....................... 21,094 1,007 13,970 4,887 1,230
April ........................... 21,061 674 14,813 4,358 1,216
J u ly ............................. 21,028 631 15,020 3,990 1,387
O ctober....................... 20,995 609 13,978 4,623 1,785

1932
January....................... 20,963 712 12,085 6,042 2,124
April ........................... 20,930 586 12,535 5,739. 2,070
July ............................. 20,897 522 12,756 5,392 2,227
O ctober....................... 20,864 540 12,915 5,109 2,298

But there is another form of invisible unemployment—short 
time. The German official statistics of employment and unem­
ployment give no indications on this point, but they are supple­
mented in this respect by the trade union statistics, which show 
every month the percentage of trade union members in employ­
ment who arc working short time. By applying this same 
percentage to the total number of wage earners in employment, 1

1 Cf. WJ. W oytinsky : “  Der deutsche Arbeitsmarkt in der Krise ” in 
Schmollers Jahrbuch, 1933, pp. 415 et seq.
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one can divide the latter into "full-time employed”  and “workers 
on short time” . In order to determine the total decrease in 
employment during the depression, all that remains to be done is 
to convert the short time figures into the corresponding number 
of full-time employed and unemployed wage-earners1, and to place 
the number of completely unemployed persons thus obtained over 
against the total number of wage earners. The results of these 
calculations are given in table X XV . (Cf. diagram X X II, p. 94.)

TABLE X X V .— THE DECREASE IN EMPLOYMENT IN GERMANY 
DURING THE DEPRESSION

Dates Unem-
ployed

The workers in 
employment included 

(in thousands)

Conversion of 
bhort-time to complete 

unemployment 
{fives (in thousands)

Full-time
workers

Short-time
workers

Full-time
workers

Com­
pletely
unem­
ployed

1929
January ....................... 3 ,947 14,232 1,617 15,445 4,351
April ........................... 2,187 16,724 1,337 17,713 2,535
J u ly ............................. 1,742 17,223 1,316 18,171 2,110
O ctober....................... 2,059 16,865 1,367 17,863 2,428

1930
January ....................... 4,081 13,961 2,198 15,588 4,652
April ........................... 3 ,607 14,308 2,486 16,098 4,303
J u ly ............................. 3,550 13,980 2,863 16,303 4,090
October ....................... 4,219 13,065 3,165 15,387 5,064

1931
January....................... 0,117 9,961 4,009 12,767 7,320
April ........................... 5,574 10,873 3,940 13,749 6,038
J u ly ............................. 5,377 10,905 4,115 13,868 6,529
O ctober....................... 6,408 9,198 4,780 12,640 7,746

1932
January ....................... 8,166 7,263 4,822 10,632 9,619
April ........................... 7,809 7,684 4,851 11,080 9,264
J u ly ............................. 7,619 7,641 5,115 11,252 9,123
O ctober....................... 7,407 7,871 5,055 11,579 8,754

1 The method employed in this operation is the following : the trade 
union statistics of unemployment classify short-time workers according to 
their hours of work : less than 24 hours a week; from 24 to 82 hours; from 
32 to 40 hours; from 40 to 48 hours a week. From this it is possible to 
calculate the average decrease in working hours per short-time worker (as 
a percentage of the normal 48-hour week: 6 hours =  12.5; 9.6 hours 
=  20, etc.). If the average decrease in working hours per short-time 
worker is 20 per cent., it may be concluded that 100 short-time workers 
=  80 full-time workers +  20 completely unemployed persons.
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DIAGRAM X X II.— THE GERMAN LABOUR MARKET DURING 

Millions THE DEPRESSION Millions
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I. Full-time workers.
II. Workors on short time.

III. Unemployed registered with exchanges.
IV . Invisible unemployment.
V . Temporarily incapacitated.

In this way, the total visible and invisible unemployment in 
the summer of 1982 is found to have been about 9 million com­
pletely unemployed persons (as against 2.1 millions in July 1929).

If the average for the year 1929 be taken as a basis (17,300,000 
=  100), the index of employment during the depression will 
be found to have fluctuated as follows :

Jan. Fob. Mar. April May Juno July Aug. Sept. Oct. Nov. Dec. Average 
for year

1929.. 90 87 94 103 105 106 105 105 105 103 100 93 100
1930.. 91 89 91 93 95 94 94 92 91 89 79 79 90
1931.. 74 73 75 80 82 82 80 77 75 73 64 64 76
1932.. 62 61 61 64 65 66 65 65 66 67 62 62 64

As unemployment spread, the scope of the benefit paid by the 
State became, as was mentioned, more and more restricted. In 
August 1930, 40.2 per cent, of the unemployed were in receipt of 
benefit at the full statutory rate (“Alu” ), 11.8 per cent, were in 
receipt of reduced emergency relief (“Kru”), and 14.4 per cent, 
had to depend on welfare offices (“Wc”). In August 1982, the 
proportion in receipt of ("Alu” ) benefits was only 9.2 per cent.;
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(“Kru” ) relief, 17.1 per cent.; assistance from welfare offices, 
26.7 per cent. There was 47 per cent, o f the unemployed who 
received no official relief o f any kind.

DIAGRAM X X III.— CLASSIFICATION OF UNEMPLOYED PERSONS
IN GERMANY

A  : Alu. B : Kru. C : W o.
D : Unemployed persons registered with exchanges but not in receipt of relief. 
E : Unemployed persons not registered with exchanges.

The index numbers of employment given above include not 
only wage earners and employees in industrial undertakings, but 
also those in commerce and transport, domestic service and the 
liberal professions. But in Germany as in other countries the 
real seat of the depression was in mines and manufactures, 
whereas in other branches the decline in employment had been 
but slight. It will therefore be clear that the index of employ­
ment in industry would fall even lower than that for the economic 
system as a whole.

Therein lies the explanation of the divergence between the 
index of employment and the index of production. During the 
depression the decline in German industrial production was 
more marked than the fall in the index number of employ­
ment as calculated above. But the divergence between the two 
is not really so very great; if the average for 1929 =  100, the index 
numbers will be as follows :

Employment ( E ) .................
Industrial production (V)
Individual output f  100 —

1929 1930 1931 1932
100 90.3 75.8 64.3
100 89.7 73 .3 61 .0
100 99 97 95
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DIAGRAM X X IV .— THE DEPRESSION IN GERMANY : 
EMPLOYMENT AND INDUSTRIAL PRODUCTION 

(1829 =  100)

■ ImlUHtriol production, 
s  Employment.
'• Individual output.

German statistics offer yet another means of determining the 
decrease in employment during the depression : the figures of 
the Reports on Industry (Industricberichtcrstattung), which are 
published monthly and indicate, for a series of typical under­
takings and branches of industry, the number of workers actually 
employed as a percentage of the employment capacity of the 
undertaking or branch, and the number of hours actually worked 
as a percentage of the possible hoursx. This method shows an 
even greater decline in employment than was estimate}! above. 
The hours actually worked, as a percentage of the possible hours,
are given as being : Annual averasro

1920 1930 1931 1932
Percentage of employment .........................  07 .4  50.2  44 .5  35 .7
Index number (1929 =  1 0 0 ) ....................... 100 83.4 08.1 53 .0

It should be noted that these statistics of the utilisation of 
plant are no substitute for direct statistics of the employment 
of labour. But they would appear to be really instructive for 
the period under consideration here, for one is entitled to assume 1

1 “ Employment capacity ” is used here in a technical and not in an 
economic sense; it means the normal number of posts in the works. The 
number of ik possible hours ” is obtained by multiplying the normal number 
of posts by 48 (the normal working week).
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that the capacity of the undertakings remained unchanged over 
this period. But one reservation must be made : these figures 
are based on selected specimen undertakings, and such a method 
is very unreliable in a period of flux. For the purpose of the 
present study, therefore, the index of employment calculated 
above will be preferred.

The apparent decline in individual output (from 100 to 05) is 
due in this case not so much to the disorganisation of production 
as to the fact that in a period of depression commercial and 
transport undertakings generally do not reduce their staffs to the 
same extent as industrial concerns.

The conclusion to be drawn from diagram X X IV  is that the 
decrease in employment in Germany was due to the decline in 
industrial production.

Obviously this conclusion does not explain the phenomenon, 
for it merely substitutes one unknown (the cause of the economic 
depression) for another (the cause of the widespread unemploy­
ment). But it seems nevertheless to be an interesting conclusion.

The collapse of the German labour market occurred in quite a 
different way from the corresponding phenomenon in Great 
Britain and the United States. The way was not paved for it 
by a steady increase in structural or technological unemployment. 
Its causes were of a purely economic character 1. 1

1 The author has shown elsewhere (Die 40-Stundcn Wochc, Berlin, 1931, 
p. 218) that the army of unemployed persons in Germany in the spring of 
1931 could be classified as follows :

W age camera in search of work, registered with
the employment exchanges..........................................  5 ,0 0 0 ,0 0 0

Unemployment concealed, by abort tim e...................  1 ,0 00 ,000

T o t a l ...  0 ,0 00 ,000
ll could be subdivided :
Normal unemployment, about ...................................... -100,000
Seasonal „    800,000
Structural „    800,000
Cyclical „    4 ,000 ,000

No account has been taken here of invisible unemployment. The same 
calculation for the summer of 1932 would give these figures :

Unemployed persons registered with exchanges.. .  5 ,700 ,000
,, „  not registered with exchanges. 2 ,100 ,000

Persons working short tune (converted to complete
unem ploym ent)................................................................ 1 ,500 ,000

T o ta l ...  <J,o00,000
This total could be subdivided :

Normal unemployment, ab o u t.......................................  400,000
Structural ,,   800,000
Cyclical „    8 ,100 ,000

In both cases the estimate for structural unemployment is a maximum; 
no account lias been taken of the absorption of this unemployment as a 
result of the decrease of the population.
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About the middle of 1982 there was a revival o f activity, and 
the number of unemployed persons began to fall steadily, while 
the number of wage earners in employment increased K According 
to the official statistics, the situation developed as follows (in 
thousands):

Wage earners W age earners registered 
in employment with employment exchanges

June 1982........................  12,779 5,476
„ 1933........................  13,307 4,857
„ 1934........................  15,530 2,481

Increase or decrease from
June 1932 to June 1934 +  2,751 — 2,995

In two years, the unemployment figure had fallen by practi­
cally 3 millions, but the number of wage earners in employment 
had risen by only 2 3/4 millions. The difference between these 
two figures proves either that invisible unemployment had 
increased by a quarter of a million during this period or that the 
total number of workers had decreased.

It is true that the increase in the number of wage earners in 
employment is due in part to a change in the method of compi­
lation.

Since Germany began to feel the depression, the normal oppor­
tunities of employment in public or private undertakings have 
been supplemented by various forms of subsidiary employment 
offered to unemployed persons by the State or the local authorities 
in lieu of unemployment benefits. During 1929 and 1930, this 
subsidiary employment was not of very great importance : a few 
tens of thousands of unemployed persons were helped in this way 
during the summer months. As the work in question was in the 
building trade and did not differ from other work in that‘industry 
except that it was subsidised by the State, the workers employed 
on it were reckoned as wage earners in employment. In 1932, 
the voluntary labour service for young persons was introduced, 
but those who enrolled for sucli service were not counted as wage 
earners in employment. The total number of unemployed 
persons engaged in subsidiary employment in autumn 1932 was 
410,000, of whom only 70,000 were shown in the monthly statistics 
of the insurance funds as being employed wage earners. In 1933 
the labour service was greatly extended and was supplemented 
by a new form of subsidiary employment, hundreds of thousands 1

1 Cf. tables X IX , p. 80, and X X II I , p. 91.
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of unemployed persons being sent to the villages to help in agri­
cultural work. According to the rule adhered to earlier, all these 
people should have been considered as unemployed. But this 
practice was abandoned in July 1933.

The following figures (in thousands) show how the consequent 
error can be eliminated1 :

W age earners 
in regular 

employment

June 1929.............  18,810
„ 1930.............  17,100
„ 1931.............  15,180
„ 1932.............  12,730
„ 1933.............  13,100
„ 1934.............  15,010

The number of wage earners in regular normal employment 
increased, it will be seen, by 2,280,000 (or 17 per cent.) and not 
by 2,751,000 during the last two years of that period.

The proportion in which staffs were increased varied greatly 
from one branch of the economic system to another, being highest 
in industry. According to the Industrieberichterstattung, the 
number of workers in employment, expressed as a percentage of 
the employment capacity of the undertakings, developed as 
follows :

W  age earners 
in subsidiary 
employment

100
40

130
180
530
800

Officially 
counted as 

wage earners 
in employment

18,910
17,140
15,250
12,780
13,310
15,530

Workers Salaried employees

June 1932..........................................  41 .8  61.2
„ 1933..........................................  46 .5  60.3
„ 1934..........................................  59.6 68.6

These figures indicate an increase of 40 per cent, in the number 
of workers in employment, and 12 per cent, in the number of 
salaried employees. The average hours of work also rose :

June 1932.............................................  6 .94  hours per day
„ 1933.............................................  7 .26 „ „ „
„  1934.............................................  7 .40 „ „ „

The total amount of work performed must therefore have 
risen by more than 40 per cent. The degree of activity in indus­
trial undertakings is shown to have improved to a still greater

1 Wochenbericht des Instituts fur Konjunkturforschung, 1934, No. 36, p. 166. 
Berlin.
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extent by the official index number of production, which rose as 
follows (average for 1928 =  100):

August 1932 Juno-July June-July
(lowest point) 1933 1934

58.5  70 .0  89.1

In other words, production would appear to have increased by 
52 per cent.

The discrepancy between these two percentages can hardly be 
attributed to an increase in the rate of individual output. It is 
due rather to certain inaccuracies in the figures used. The Ger­
man economic system is undergoing a transformation, and the 
various branches arc developing very unevenly during the transi­
tion period.

Under such conditions, great caution must be exercised in 
using index numbers that are based more or less on estimates or 
on a certain number of random samples.

France

France is one of the few countries in which the population has 
scarcely increased at alJ for several decades. The number of 
inhabitants was as follows :

1880 .................................................... 37 .7  millions
1890 .................................................... 38 .3
1900 .................................................... 39 .0  „
1 9 1 0 .................................................... 39 .0

Increase from 1880 to 1910 . . .  +  1 .9  millions

This insignificant increase of 0.17 per cent, annually on the 
average was due in part to immigration from abroad.

After the war the working population in France declined 
(in thousands)1 :

Men Women Total

1921   13 ,114.5  8 ,000 .1  21 ,720 .0
1 9 2 0 ......................... 13 ,550.3  7 ,837 .8  21,394.1

1 The decline in the number of women in the occupied population is a 
reaction after the war years. Many women who had not formerly held 
jobs were drawn into occupational activity during the war. After the war, 
some of these women returned to domestic tasks.
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The number of foreigners who immigrated into France or who left 
the country again during this period was as follows (in thousands):

Foreign Immigrants Foreign emigrants

1921 .............................................  80.1 02.5
1922 ...................................................  193.1 50.3
1923 .............................................  273.5 00.0
1924 ...................................................  205.4 47.8
1925 ...................................................  170.3 54 .4
1920 ...................................................  102.9 48 .7

1921-1920 .................................. 1 ,151 .3  323.7

For five years, from the middle of 1921 to the middle of 1920, 
the excess of immigrants over emigrants was more than 700,000. 
Most of these went to swell the occupied population, being mainly 
workers in mines or in the building trades and especially agricul­
tural workers from Italy and Poland. But for this influx of 
foreign workers, the occupied population of France would have 
fallen by about two million during these five years.

The number of persons employed in agriculture fell during the 
same period, in actual figures and relatively, whereas the number 
in industrial occupations (including mines) rose rapidly. On the 
eve of the depression, the population of France differed from those 
of the United States and Great Britain in that it was in course 
of rapid industrialisation.

TABLE X X V I .— CLASSIFICATION OF THE OCCUPIED POPULATION  

IN  FRANCE B Y  ECONOMIC BRANCHES

------—...- —----------------
Y ear

Tot al 
occupied 

population
Agri­

culture Mines 1 nduHtry
Commerce

and
transport

Other
occu-

pationn

In thousands

1 9 2 1 ......................... 21,721 9,024 318 6,181 3,592 2,606
1 9 2 6 ......................... 21,394 8,199 434 6,681 3,641 2,439

In percentages

1 9 2 1 ......................... 100.0 41.5 1.5 28 .4 16.6 12.0
1926 ......................... 100.0 38 .3 2 .0 31.2 17.1 11.4
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This was the effect of the rapid expansion of French industry. 
The official index number of production in manufactures and mines 
moved as follows (1921 =  100) :

1921 1922 1923 1924 1925 1926

M ines....................... 100 114 136 160 178 194
Manufacturing in­

dustries .............. 100 143 160 198 195 228

Individual output made great strides during the same period. 
On the basis of 1921 =  100, the index of output per head of occu­
pied workers in 1926 was :

In m in es............................................................................  145
In manufacturing industries......................................  211

It is true that this increase is due in the main to the reconstruc­
tion of the economic system, which had been disorganised by the 
war. But the return to normal conditions was accompanied by 
the rationalisation and bringing up to date of industrial under­
takings. This is clearly brought out by the fact that the total 
volume of industrial production, including mining, in France in 
1921 (within the present frontiers) was 45 per cent, below the 
1913 level, whereas in 1926 it was 26 per cent, above that level.

But it must not be forgotten that in 1926 France was passing 
through a feverish period of inflation. In the following year there 
was a reaction (depression accompanying stabilisation), changing 
to a fresh upward trend in 1928.

In 1929 and into 1930, the country experienced great prosperity. 
In the second half of 1930 there was a slackening of activity in 
some branches of industry, but on the whole the economic situa­
tion was still very satisfactory, so that France was an oasis of 
prosperity in the desert of world depression. It was not until 
1931 that it began to lose this favoured position. On the basis of 
1913 =  100, the volume of industrial production (including mines) 
developed as follows from 1924 onwards :

1924 1925 1920 1927 1928 1929 1930 1931 1932 1933 1934
109 108 120 110 127 140 140 124 96 107 99

In its years of prosperity, the French economic system had, 
as was mentioned above, to obtain the assistance of foreign labour. 
When the situation became worse, some of these foreign workers 
were sent out of the country—a method of protecting the national 
labour market that had proved very effective in dealing with the
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depression incidental to stabilisation in 1927. The number of 
foreigners arriving in France in search of work since that time or 
leaving the country has varied as follows (thousands):

Immigrants Emigrants

1927 ............................................................ 64.3 90 .0
1928 ............................................................ 97 .7  53.8
1929 ........................................................  179.3 38 .9
1930 ........................................................  221.6 43 .8
1931 ........................................................  102.3 92.9
1932 ............................................................  69 .4  108.5
1933 ............................................................  74 .6  49 .0

The fact of using foreign labour during years of prosperity gives 
France considerable advantages in times of depression : as its 
reserve army of workers is kept outside the country, it can draw 
on it to the extent of its requirements at any given moment, 
without being responsible for the maintenance of the reserves it docs 
not require—an appreciable relief in periods of depression. This 
accounts for the relatively small extent of unemployment in France.

French unemployment statistics show: (a) the number of 
unemployed persons in receipt of relief; (b) the number of appli­
cants for employment for whom the communal employment 
exchanges could find no job. But as France has no unemploy­
ment insurance and does not make it compulsory to register with 
the exchanges, both sets of figures may contain serious lacuna;.

The relief provided by the communes and departments is 
governed by the Act of 19 April 1918 and its several amendments. 
The system is highly decentralised : the communes may, out of 
their own resources, supplement the prescribed rates of relief. 
They follow the principles laid down by the central authorities 
as regard's the categories of persons entitled to relief, but they do 
not always interpret these principles uniformly. As unemployed 
workers must register with the employment exchanges in order to 
qualify for relief, the number of unplaced applicants for employ­
ment is always higher than the number of those in receipt of 
relief. But the relatively small difference between the two 
figures proves that unemployed persons who are not entitled to 
relief rarely register with the exchanges in the hope of finding a 
job. It also happens quite frequently that unemployed persons 
who could claim relief under the Act do not apply to the exchanges 
because they feel that a certain social humiliation attaches to the 
acceptance of relief.
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For all these reasons, the official statistics can indicate the 
general trend of the development of unemployment in France, but 
not its exact extent.

TABLE XXVII.— UNEMPLOYMENT IN FRANCE

Year Jau. Feb. Mar. April May June July Aug. | Sept-. Oct. Nov. Doc.

A. Unplaced applicants 1 
(in thousands)

1920 .. 10 , , , , ,0 9 9 8 9 10 12 15 21
1927 .. 00 90 89 73 50 07 00 29 28 20 27 28
1928 .. 02 00 25 20 15 10 8 9 10 11 12 10
1929 .. 12 10 11 10 9 9 9 8 9 11 12 11
1900 .. 10 14 10 12 12 10 10 11 12 15 18 21
1901 .. 07 50 08 70 01 54 50 50 57 08 107 105
1902 .. 255 021 052 040 028 005 295 001 298 290 292 303
1900 .. 050 070 050 045 008 282 270 204 252 201 287 045
1904 .. 070 380 079 009 052 045 050 058 057 382 417 455

B. Unemployed in receipt o f relief2 
(in thousands)

1920 .. 0.5 . . . o .c
1

0.4 0.4 0 , 0.4 0.4 0.0 0.4 0.5 10
1927 .. 50 i 81 75 1I 58 40 24 17 15 10 8.0 10 10
1928 .. 18 15 10 1! 7.2 0.7 1.7 1.1 1.0 0.0 0.5 0.5 0.9
1929 .. 1.7 0,5 1.1 0.7 0.0 0.4 0.4 0.4 0.4 0.4 0.6 0.8
1900 .. 1.5 1.7 1.0!i  1.2 0.9 1.0 0.9 1.0 1.0 1.7 4.9 12
1901 .. 29 41 51 1! 50 41 00 00 38 09 56 92 147
1902 .. 241 290 000 282 202 202 202 203 260 248 255 277
1900 .. 010 002 014 1010 277 252 240 204 227 200 258 013
1904 .. 000 049 040 305 018 011 320 020 020 048 075 419

1 Applicants for whom no omployment was found w itlan a week. From February FJ27 onwards, those 
figures include unemployed persons m receipt of relief.

8 Excluding those receiving relief trom welfare offices.

The curve of unemployment in France 1 shows two unequal 
waves in the period 1926-1934 : the first, and shorter, one during 
the stabilisation depression of 1927, and the second, the longer 
one, beginning in 1931, rising rapidly in 1932, falling in the 
second half of 1933 and rising once more in 1934.

In comparison with the United States, Great Britain and 
Germany, France would appear to have suffered only moderately

1 Cf. diagram XXV, p. 105,
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DIAGRAM X X V .— UNEMPLOYMENT IN FRANCE

In
thousands

Unplaced applicants for employment. 
Unemployed in receipt of relief.

from unemployment. During the depression caused by stabili­
sation there were never more than 100,000 unplaced applicants 
for employment, and during recent years the figure only once 
(in winter 1931-1935) exceeded 500,000. When one thinks of the 
fluctuations in industrial production during the same period, 
these figures seem extraordinarily low. It was found above that 
the index of production for 1927 (average over the year) was 
13 per cent, lower than the index for the preceding year. This 
fall in production should have meant a decline of from 500,000 
to 600,000 in the number of wage earners employed in industrial 
undertakings, and the expulsion of some tens of thousands of 
foreign workers from France could scarcely make good this 
decrease. Notwithstanding this situation, the average number 
of registered applications for employment over the year was 
barely 35,000.

The figures for the last depression are still more surprising. 
The fall in the index of production from 140 on the average for 
the years 1929-1930 to 90 on the average for 1932 (1913 =  100)

8
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should have been accompanied by a reduction of about 1.7 mil­
lions in the number of wage earners in employment. The 
decline in employment in non-industrial occupations should have 
further increased the number of those in search of work. It is 
of course true that the growth of unemployment was restricted 
by two facts : (1) the decline in immigration from 1931 onwards 
and the expulsion of foreign workers; (2) the arrival at working 
age of those born during the war years, when the birth rate was 
low. These two factors possibly reduced the number of appli­
cants for employment by some 400,000 or 500,000. Even allow­
ing for that correction, however, the divergence between the 
official unemployment statistics and the increase one would 
normally expect is too great.

An explanation of this discrepancy may be sought for in other 
statistics, more especially the statistics of employment compiled 
by the factory inspection service since 1931. They cover all 
establishments employing 100 persons or over in mining, manu­
facturing industry, commerce and transport. At the beginning 
of the depression these establishments employed about 2.5 million 
wage earners, of whom almost 90 per cent, were in minesand ma­
nufacturing industries. The statistics show, monthly : (1) the 
ratio of the number of wage earners in the various occupational 
groups to the corresponding number for the same month a year 
previously; (2) the percentage distribution of those in employ­
ment according to their hours of work.

The disadvantage of the employment figures of the factory 
inspection service is that the basis of comparison changes from 
month to month. For example, the number of wage earners 
employed in June 1932 was 86.6 per cent, of the number in 
employment in June 1931, and the number in September 1932 
was 87.7 per cent, of the figure for September 1931. But that 
does not show whether employment increased or decreased from 
June to September 1932. To know that, one has to refer to the 
figures for the previous year. In this particular case, the figure 
for June 1931 was 93.5, and that for September 91.1. But 
86.6 per cent, of 93.5 =  81.0, and 87.7 per cent, of 91.1 =  79.9. 
Thus employment fell from June to September 1932 as compared 
with 1930, but it is still impossible to state whether the employ­
ment figure in September 1930 was higher or lower than in June 
1930. It is thus rather difficult to make use of these figures, but 
they can be simplified by reducing them all to a single basis of



comparison1. The level of employment for the corresponding 
month in 1980 has been selected as a base.
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TABLE X XV III.— INDEX NUMBER OF WAGE EARNERS EMPLOYED 
IN LARGE ESTABLISHMENTS IN FRANCE

(Number of wage earners for the corresponding month 
in 1930 =  100)

Beginning of month of : 1931 1932 1933 1934

January ........................... 93.3 83.0 78.3 77 .7
February ......................... 95.3 81.3 77.9 77.3
March.................................. 94.6 80.9 78.3 77.0
April.................................... 94.1 80.1 78.7 76.7
M a y .................................... 94.0 80.8 78.9 76.8
June .................................. 93.5 81.0 79.1 77.1
J u lv ........... . ...................... 92.8 82.0 80.9 78 .4
August ............................. 92.2 80.5 80.1 77 .0
September ....................... 01.1 79.9 79.5 76 .2
October............................. 90.5 78.6 78.5 75.1
November......................... 88.9 80.3 79.9 76.1
December......................... 87 .4 80.5 79.5 75.0

The bases of comparison for the figures in table X X V III are 
the various months of 1930. But unfortunately this is not a 
sufficiently sound basis, for there was a slight depression in 
French industry in the second half of that year, and industrial 
activity declined during that period as compared with the first 
half of the year. I f the average for 1930 =  100, the index 
numbers of production throughout the year will be :

January ___ . .  102.6 May ........... . .  102.6 September . . . 97 .6
February . . . .  102.6 J u n e........... . .  101.8 October ......... 96.9
March........... . .  102.6 July ........... . .  100.4 November.. . . 96 .2
April.............. . .  102.6 August . . . . 99 .0 December . . . . 95 .5

If it be assumed that employment in large establishments 
varied in more or less the same proportions as the volume of 
industrial production and that it was therefore about 7 per cent, 
lower at the end of the year than in spring, the index number of 
employment can be corrected as follows.

1 All that has to be done is to multiply by each other the original figures 
for each month in successive years.
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TABLE X X IX .— CORRECTED INDEX NUMBER OF WAGE EARNERS 
EMPLOYED IN LARGE ESTABLISHMENTS IN FRANCE

(Average for 1930 - -  100)

Boginning of mouth of: 1930 i 1931 1032 1933 1934

January ......................... 102.0 98.9 85 .2 80.3 79.8
February ....................... 102.6 97.8 83.5 79.9 79.3
March................................ 102.6 97 .2 83.2 80.3 79 .0
A p r il ................................ 102.6 96.6 82 .2 80.7 78.7
M a y .................................. 102.6 96.5 82.1 80.9 78.8
June ................................ 101.8 95.3 82.5 80 .6 78 .6
J u ly .................................. 100.4 93.2 82 .4 81 .3 78.8
August ........................... 99.0 91.3 79 .7 79.3 76 .2
September .................... 97.6 89 .0 78 .0 77.6 74.3
October........................... 96.9 88.3 75.8 76.1 72.7
November....................... 96.2 85.0 77.3 76 .9 73.1
Decem ber....................... 95.5 83.5 77 .9 76 .0 71.5

i Movement of Industrial production.

Diagram X X V I shows the fluctuations in the two index 
numbers of employment calculated above (tables X X V III and 
X X IX ) together with the variations in industrial production 
over the same period.

DIAGRAM X X V I.— INDEX NUMBERS OF WAGE EARNERS 
EMPLOYED IN LARGE ESTABLISHMENTS AND OF THE 
VOLUME OF INDUSTRIAL PRODUCTION IN FRANCE

(Average for 1930 ~  100)

Original index number j  of wftPro earners employed 
Corrected Index number j lu large establishments

Industrial production.



The discrepancy between the corrected and the original index 
numbers is very slight, but the former docs give a clearer idea of 
the change that took place in the second half of 1932. The 
difference between the two employment curves on the one hand 
and the production curve on the other is very significant. During 
1931 and the first half of 1932 production dropped to a far 
greater extent, proportionally, than the number of wage earners 
employed; the increase in production in the second half of 1932 
and the first half of 1933, on the other hand, did not bring with 
it any appreciable improvement in employment.

This divergence cannot be explained away by a possible error 
arising out o f the difference in the methods of calculation employed 
or the fact that the field of observation was not exactly the same 
in the two cases. This is another example of the phenomenon 
already noted in the case of Germany and the United States : the 
spread-over of employment.
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DIAGRAM X X V II.— CLASSIFICATION OF PERSONS EMPLOYED 
IN LARGE ESTABLISHMENTS IN FRANCE 

BY HOURS OF WORK

p| 48 hours or over, 40 to 48 hours. £  Less than 40 hours.

It is interesting, in this connection, to note the information 
collected by the factory inspection service concerning the extent 
of short time (Cf. table X X X , p. 110, and diagram X X V II above).



TABLE X X X .— SHORT TIME IN LARGE ESTABLISHMENTS IN FRANCE

Quarter

Percentage of wage 
earners working

Index number 
of average hours 

of work i

Index 
of amount 
of work 

performod1

48 h. 
or over

40 to
48 Ji.

Less
than
40 li.

48 h.
*- 100

Average 
for 1930 

-  100

Average 
for 1930 

-  100

1030
I ....................... 06.5 3 .3 0 .2 09.0 100.0 102.6

I I ........................ 07.0 2 .8 0 .2 09.7 100.1 102.4
I l l ........................ 0 6 .« 2 .0 0 .5 90 .6 100.0 99 .0
I V ........................ 04.5 5 .0 0 .5 99 .4 99.8 96.0

1031
I ....................... 75.7 20 .0 4 .8 96.7 97.1 95 .0

I I ........................ 68.8 25.1 6.1 95.7 96.1 92.3
H I ....................... 66.7 26.0 7 .3 95.2 95 .0 87.2
I V ........................ 58.8 29.5 11.7 93.5 93.9 80.6

1032
I ....................... 45 .3 28.0 25.8 89 .4 89.8 75.4

I I ......................... 47.8 26.9 25.3 89.8 90.2 74.4
I l l ........................ 50.5 27.7 21.8 90 .7 91.1 72.9
I V ......................... 57.3 27.3 15.4 92.6 93 .0 71.8

1033
I ....................... 59.3 28.1 12.6 93 .4 93 .8 75.2

I I ....................... 61 .0 26 .0 13.0 93.5 03.9 75.8
I l l ........................ 63.6 23.6 12.8 93.8 04.2 74.8
I V ......................... 63.6 24.5 11.9 94 .0 94 .4 72.2

1034
I ....................... 60.1 31.2 8 .7 93.8 94.2 74.8

I I ....................... 58.8 28.2 13.5 02.5 93 .2 73.3
I l l ....................... 55.1 29 .4 15.5 01.7 92.1 70 .4
I V ...................... 53.5 30.6 15.0 91.5 91.9 - 66.5

* Calculated by the author.

As a result of the extension of short time, the average hours 
of work in the first quarter of 1032 was 10 per cent, below the 
average for 1030. As the number of wage earners in employment 
at that time had fallen by about 10 per cent., the total decrease 
in the amount of work performed may be estimated at 25 per 
cent.

But in the second half of 1032, with the first signs of a revival 
in economic activity, hours of work became longer again, so that 
in the spring of 1033 the undertakings were able to increase
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production without adding to their reduced staffs. The curves 
in diagram XXVIII show the simultaneous fluctuations in the 
numbers of persons employed and in hours of work.

DIAGRAM X XV III.— EMPLOYMENT IN LARGE ESTABLISHMENTS 
IN FRANCE : INDEX NUMBERS OF PERSONS EMPLOYED, HOURS 

OF WORK AND AMOUNT OF WORK PERFORMED

(Average for 1930 — 100)

HourB of work.
Amount of work performed.

The index number of the amount of work performed agrees 
on the whole with the index of production. The only notable 
divergence is in 1032, when the decrease in the amount of work 
as compared with 1930 was 27 per cent, (average for the year), 
whereas industrial production had fallen by 31 per cent. This 
difference is due in part to the fact that the figures compiled by 
the factory inspectorate include commerce and transport, in 
which market fluctuations are less acutely felt than in industry. 
The average fall in the amount of work performed over the 
year 1932 was only about 10 per cent, in commerce and transport 
as against 29 per cent, in industry. In the later phase of the 
depression, industry employed more workers, while commercial 
and transport undertakings continued to reduce staff. The gap 
between production and employment figures therefore narrowed, 
so that the curves of the two index numbers meet in the first
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quarter of 1934 at a point 25 per cent, below the average 
level for 1980. It may be concluded that the hourly out­
put per person did not vary during the period under conside­
ration.

DIAGRAM X X IX .— INDUSTRIAL PRODUCTION IN FRANCE : 
INDEX NUMBERS OF PRODUCTION AND OF THE AMOUNT 

OF WORK PERFORMED IN LARGE ESTABLISHMENTS

(Average for 1030 =  100)

Industrial production.

From what has been said above, two conclusions can be drawn 
concerning the origin of unemployment in France :

(1) Neither during recent, years nor earlier was there any real 
overcrowding on the French labour market as a result of the 
influx of new members to the occupied population.

(2) Machinery did not supplant human labour. During the 
most prosperous periods, when the output per head was rising 
extremely rapidly, the demand for labour exceeded the supply; 
industrial expansion forced the country to depend to an increasing 
extent on foreign labour. Unemployment on a large scale 
developed only at a time when technical progress was at a stand­
still.



Unemployment in France is therefore due to one single cause : 
the slackening of production as a result of the decline in sales.

One point remains to be considered : the absolute extent o f 
unemployment in Franee. The results of the 1926 census may 
be taken as a basis for estimating this.

That census showed that there were in France 121/* * million 
workers and salaried employees in all, distributed over various 
groups as follows 1 (in thousands):
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Men Women Total
Agriculture, fishing, forestrv.............. 1,712 669 2,381
Mining and manufacturing industry. 3,916 1,392 5,808
Commerce and transport................ 1,483 514 1,997
Liberal professions ................................ 167 194 361
Personal and domestic service........... 128 667 795
Public services........................................ 949 216 1,165

Total . . . 8,355 3,652 12,007
Unemployed............................................. 169 74 243

Grand total. . . 8,524 3,726 12,250

In 1926, when the official statistics showed about 10,000 un­
placed applicants for employment, there were 240,000 unemployed 
wage earners in France. This is probably the normal level of 
“ invisible ” unemployment in that country.

On the eve of the depression the number of wage earners was 
practically the same as in 1926 : 5.3 to 5.4 millions in industry 
and about 2 millions in commerce and transport. These were 
the two groups of wage earners that suffered most severely from 
the decline in employment.

The fall of over 31 per cent, in production should, as has just 
been seen, have led to the dismissal of 1.7 million workers, but the 
extension of short time proved a substitute for some of this 
reduction of staff 2. The reduction in the average hours of work, 
saved some 500,000 workers from dismissal.

In commerce and transport, on the other hand, there was 
scarcely any recourse to short time, but the decline in employ­
ment was less marked than in industrial occupations : staffs were 
cut down by about 10 per cent, only, representing the dismissal

1 Annuaire statistique 1933, Paris, 1984, p. 138.
* There were at that time in Franee between 3.5 and 4 million workers 

on short time, as against about 8 million full-time wage earners.



—  114 —

of some 200,000 wage earners. To this must be added the 
dismissals from other branches of the economic system, but they 
were not very numerous.

But for the various factors that restricted its extent, unem­
ployment would probably have reached the figure of 2.2 millions 
in 1932, distributed as follows :

Normal unemployment before the depression .............................  240,000
Decrease in employment in industry...............................................  1,700,000

,, ,, „ in commerce and transport................  200,000
„ „ „ in other occupations..............................  60,000

T o ta l... 2 ,200,000

The reduction in hours of work enabled 500,000 of these workers 
to be kept on; the total number of wage earners fell at the same 
time by about 400,000 or 500,000. There would therefore be
1.3 million wage earners actually unemployed.

In 1932, then, “ visible ” unemployment represented only a 
fraction of the whole drop in employment. During the following 
phase of the depression the situation changed somewhat, and the 
comparative number of officially registered unemployed persons 
increased.

Italy

Before the war Italy was in the forefront of the countries that 
suffered from a surplus population and were obliged to send 
their sons abroad. The number of emigrants (in thousands) 
was :

1904 1900 1900 1907 1908 1909 1910 1911 1912 1913 1994.1913 :

252 447 512 410 239 399 403 203 405 500 3,896

Those figures, it must be remembered, include the seasonal 
workers who went every summer to work abroad, returning home 
for the winter. But there were also large numbers of emigrants 
who left Italy for good, thus relieving the labour market of the 
country to a very appreciable extent.

During the war emigration ceased, but this did not cause an 
excessive supply of labour, since more than 5 million persons 
had been mobilised. Subsequently, Italy’s war losses—500,000



killed and a million wounded—counterbalanced the stoppage of 
emigration, so that when peace came there was no overcrowding 
on the labour markets.

Demobilisation in Italy was accomplished as easily as in the 
other belligerent countries, but the economic system of the 
country required some little time to adapt itself to the new post­
war conditions. The severe slump of 1921-1922 was followed by 
a boom period that continued until 1920. Progress slackened off 
before the approach of the depression, which, however, was not 
felt in Italy until some little time later than in Germany and 
the United States.

The growth of unemployment has been a feature of Italian 
economic development since the war.
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TABLE XXXI. — UNEMPLOYMENT IN ITALY .* 
UNPLACED APPLICANTS FOR EMPLOYMENT 1

(In thousands)

Year I 11 III IV V VI VII VIII IX X XI XII

92 0 .. 270 262 235 202 115 106 88 93 116 101 107 102
921 . . , , — — — 250 — 389 435 471 473 492 512 542
922 .. , , 607 576 499 432 410 372 304 318 313 321 354 382
923 .. , , 392 328 281 270 244 216 183 179 181 200 225 259
924 .. . , 281 259 219 177 156 131 118 119 116 117 136 150
925 .. , , 156 157 143 127 101 86 80 72 83 86 112 122
926 .. , , 156 126 109 98 98 83 80 83 89 113 149 181 i
927 .. , . 225 259 228 215 216 215 263 292 306 332 376 414 1
928 .. , , 439 413 412 357 307 247 234 248 269 282 321 364 ;
929 .. . , 462 489 293 258 228 193 202 217 229 297 333 409
930 .. , , 460 457 385 372 367 322 342 376 395 440 534 642
931 .. , , '723 765 707 670 635 574 638 693 748 800 878 982
932 .. 1,051 1,148 1,053 1,000 968 905 931 946 949 956 1,039 1,130
933 .. 1,225 1,229 1,082 1,026 1,000 884 824 889 907 963 1,066 1,132
934 .. • • 1,158 1,104 1,057 996 941 831 887 867 887 905 970 962

The figures in table X X X I  are taken from  the official (Miniates, compiled from v irio n s  source*. The 
.hods of calculation have varied many times duriug the period under consideration, and the* figures 
different years are therefore not on a uniform lauds. When the powers of the communal employment 
hangos were lim ited in  and 1928, the figure compiled by them fell, mid the numhei of unemployed 
30ns fo r the years 1921-1920 is therefore underestimated us compared w it l i  the piecediiig years. Again, 
figures fo r recent years do not include a ll the unemployed persons in the country. Indeed i t  may be 
fitted  tha t, fo r a varie ty  of reasons, a certain number of permanently unemployed persons have not 
'stored w ith  the employment exchanges during tins period. Subject to these reservations, there can 
no doubt th a t the Ita lia n  statistics reflect fa ith fu lly the general course of employment in  the country.

In the curve in diagram XXX—based, for the sake of simpli­
city, on the quarterly and not on the monthly figures in
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table X X X I1—it is possible to distinguish three successive 
phases in the evolution of the Italian labour market since 1921.

DIAGRAM X X X .— UNEMPLOYMENT IN ITALY : UNPLACED 
APPLICANTS FOR EMPLOYMENT

In thousands

1st phase (1922-1920) : Economic recovery; unemployment falls.
2nd phase (1920-1900) : Expansion stops; unemployment increases slowly. 
3rd phase (1930-1904) ; Depression; widespread unemployment.

Before going on to study these three phases more closely, it 
should be noted that, quite apart from the inexactitudes resulting 
from changes in methods of calculation or compilation, the 
Italian statistics do not cover all the miemployed workers. The 
data concerning unemployment in agriculture are particularly 
defective'. It is generally difficult to register such unemployment 
accurately in statistics, and the task is made still more difficult 
in Italy because there are hundreds of thousands of small peasant 
proprietors who also work as wage earners on the estates of large 
landowners. The sources of error in the official unemployment 
statistics may be reduced by excluding agriculture and separating 
the unemployed in industry from those in other occupations.

1 Taking the first month of each quarter.



—  117 —

TABLE X X X II.— UNEMPLOYED IN ITALY 
BY OCCUPATIONAL GROUPS1 

(In thousands)

Year
Total 

number of 
unemployed 

persons 2
Agriculture Indust ry Other

occupations!*

1 9 2 1 ......................................... 3 7 6 .0 9 2 .8 2 4 1 .3 4 1 .9
1922 ......................................... 4 5 5 .3 1 2 1 .0 2 7 9 .4 5 4 .3
1923 ......................................... 2 8 5 .3 6 2 .3 1 7 5 .6 4 7 .4
1924  ......................................... 1 9 8 .2 5 0 .1 1 10 .1 8 8 .0
1925 ......................................... 1 1 0 .3 2 0 .6 6 2 .1 2 7 .6
1926 ......................................... 1 1 3 .9 2 4 .4 6 4 .9 2 4 .5
1927  ......................................... 2 7 8 .5 7 5 .6 1 7 2 .3 3 0 .6
1928 ......................................... 3 2 4 .4 8 0 .3 2 0 9 .2 3 4 .9
1929 ......................................... 3 0 0 .8 8 9 .5 1 7 7 .4 3 3 .9
1930 ......................................... 4 2 5 .4 1 0 3 .5 2 6 7 .3 5 4 .6
1 9 3 1 ......................................... 7 3 4 .5 1 6 5 .8 4 7 9 .2 8 9 .5
1932 ......................................... 1 ,0 0 6 .4 2 0 1 .9 6 7 9 .4 1 2 5 .1
1933 ......................................... 1 ,0 1 9 .0 2 1 3 .4 7 0 2 .6 1 0 3 .0
1934  ......................................... 9 6 3 .7 1 8 7 .0 6 6 9 .5 1 0 7 .2

1 A n n u a r i o  S t a t i s t i c o  I t a l i a n o » 1927-1933. iSindacato o Corporazione, V oIh. LV1II aud 
L X III .

2 For tlio yoarn 1921, 1922, 1923 and 1921, the figures ropresonl tho average of the two 
months in which unemployment wan at its highest. and its lowest m each of these years. 
These figures are generally slightly higher than tho average for the years in question.

a Public services, commercial establishments and private transport undertakings.

The development of unemployment must now be compared 
with the growth of the population during the same period.

The population of Italy increased from 38.7 millions in 1921 
to 41.2 millions in 1931—an increase of 6.5 per cent. The rate 
of growth is about the same as before the war. The population 
of working age increased more rapidly than the total population. 
The number of persons between the ages of 15 and 05 years in 
Italy rose as follows (in thousands):

1921 1931 Increase
M e n ....................................... 1 0 ,0 0 4  1 1 ,7 7 2  +  8 .0 %
W o m e n ...........................  11,550 12,708 +  0 .0 %

T o ta l... 22,403 24,480 9 .0 %

One might expect the occupied population to increase more 
rapidly than the total population but Jess rapidly than the 
middle age groups 1. On this point the results of the Italian

1 It was to be expected that the number of women in employment would 
rise more slowly or even that the number would full, since the proportion 
of women in employment in 1921 must be considered unduly high (a relic 
of the war years).
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census of 1931 are surprising. The number of persons found to 
be engaged in occupational activity was (in thousands):

1B21 1931 „0r

M e n .................................  13,154 13,369 +  1 .6%
W om en ...........................  5,276 3,903 —  26 %

T o ta l... 18,431 17,272 —  6 .3 %
Cf. table XXX11I.

The results of the two censuses as regards agriculture are not 
comparable, as they obviously rest on different interpretations 
of the term “ occupation ”. But the development of the non- 
agrieultural population of Italy during this period is sufficiently 
clearly brought out by the census figures. The number of 
persons occupied in industry (including mines) rose by 14.6 per 
cent., and the number of those in commerce and transport by 
16.9 per cent.

TABLE X X X Ill.— DISTRIBUTION OF THE OCCUPIED 
POPULATION IN ITALY 1

(In thousands)

Year Total
Agriculture,

hunting,
flailing

Minos
and

manufac­
tures

Transport,
commerce,

finance

Public
services,
liberal

professions,
etc.

1021
M en....................
Women'.............

13,154
5,270

7,147
3,117

3,300
1,250

1 647 
250

1,051
659

T otal.. . 18,431 10,204 4,560 1,807 1,710

1031
M en....................
W om en.............

13,360
3,003

6,630
1,530

3,072
1,252

1,897
320

870
702

T otal.. . 17,272 8,100 5,224 2,217 1,662

* Annuario Statistico Italiano, 1927, p. 27, and 1934, p. 13.

The natural increase in the occupied population exceeded the 
power of absorption of the urban labour markets, and a conside­
rable fraction of the new members of the occupied population 
had to seek work abroad.
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TABLE X X X IV .— ITALIAN EMIGRATION AND IMMIGRATION 

(In thousands)

Year

Emigration Immigration
Excess

of
emi­

gration
Intercon­
tinental

migration
Continen­

tal
migration

Total
Intercon­
tinental

migration
Continen­

tal
migration

Total

1921 .. 117 84 201 94 30 124 77
1922 .. 126 156 282 55 56 111 171
1923 .. 185 205 390 40 79 119 271
1924 .. 125 239 364 65 107 172 192
1925 .. 102 178 280 67 122 189 91
1926 .. 122 141 263 71 106 177 86
1927 .. 136 92 228 73 67 140 88
19281. 71 80 151 50 49 99 52
1929 .. 62 88 150 44 65 109 41
1930 .. 59 221 280 47 82 129 151
1931 .. 41 125 166 43 64 107 59
1932 .. 25 59 83 34 39 73 10
1933 .. 22 61 83 26 40 66 17
1934 .. 26 42 68 21 29 50 18

i From 1928 onwards the figures include only persons emigrating in search of employment 
abroad.

During the ten years from 1921 to 1930 the excess of emigration 
from Italy was 1,220,000 persons—a figure that is higher than 
the whole increase, from one census to another, in the number 
of persons engaged in urban occupations. It is true that up to 
1927 the emigration figures include persons not engaged in any 
occupational activity, but even when allowance is made for that 
fact the excess of emigration over immigration may be estimated 
at about a million of the occupied population. But for the safety 
valve of emigration and for the crisis, the increase in the number 
of persons trying to earn a living in urban occupations would 
probably have been not 1X/A but 21/4 millions (30 per cent.).

The development of the occupied population in Italy (apart 
from agriculture) may therefore be considered as the resultant 
o f two forces acting in opposite directions :

(1) The influx of new members to the occupied population as 
a result of the natural increase in population, together with the 
drift of workers from the country to the towns in search of work : 
altogether 2 1/i million persons in ten years;
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(2) Emigration, which removed a million persons during the 
same period.

The first of these factors was more or less steady ( +  230,000 per­
sons annually); the second fluctuated from year to year.

The proportion of the occupied population (excluding agri­
culture) belonging to industrial occupations was practically the 
same at the two census dates : 56 per cent, in 1921 and 57 per 
cent, in 1931; it may therefore be presumed that it did not vary 
much in the interval. The development of the occupied industrial 
population of Italy may therefore be estimated as follows :

TABLE X X X V .— ESTIMATED OCCUPIED POPULATION OF IT A L Y 1

(In thousands)

Year
Total occupied 

population, 
excluding agriculture

Occupied population 
in min oh

and manufactures

1 0 2 1 ............................................... 8 ,020 4,400
1022 ............................................... 8,100 4 ,500
1023 ............................................... 8 ,270 4,640
1024 ............................................... 8 ,250 4,650
1025 ............................................... 8 ,310 4,700
1 0 2 6 ............................................... 8 ,470 4,800
1027 ............................................... 8 ,630 4,000
1028 ............................................... 8 ,700 5,000
1020 ............................................... 8,000 5,120
1 0 3 0 ............................................... 0 ,200 5,240
1 0 3 1 ............................................... 0 ,300 5,310

* Cf. diagram X X X I, p. 121.

But allowance must be made for the fact that these figures 
include, in addition to wage earners, employers and independent 
craftsmen, who are of no account from the point of view of the 
labour market. It would therefore be necessary to know the 
proportion of wage earners in the total occupied industrial popu­
lation of Italy in 1921 and succeeding years. The 1931 census 
puts the proportion of workers (including apprentices) in the 
occupied industrial population at 75.6 per cent. This ratio seems 
higher than would have been expected from the statistics of 
other countries. It may possibly be a consequence of the depres­
sion. In any case, the figure must be accepted.
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DIAGRAM X X X I.— GROWTH OF THE OCCUPIED POPULATION 
IN ITALY (EXCLUDING AGRICULTURE)

Incroaso as compared 
with 1921

■ 1 neroano in . Increase in
mines and I I non-industrial

manufactures. L—l occupations.
a. a. Natural increase. b. b. Remained in the country.

If that ratio is applied to the figures in table X X X V  it becomes 
possible to assess the number of dependent persons available for 
employment in Italian industry each year. By deducting from 
these figures the number of unemployed and temporarily incapa­
citated persons 1 in industrial occupations, one is left with the 
number of those actually employed in industry 2.

It is obvious that employment figures calculated in this way 
cannot claim to be completely accurate. They are probably 
rather high. More exact figures could be obtained by making 
allowance for the inevitable gaps in the unemployment estimates 
and increasing the official statistics in question by a certain * *

1 In accordance with the British method, the number of persons tempo­
rarily incapacitated by sickness is taken as being 4 per cent, of the number 
of wage earners who are not recorded as being unemployed.

* Cf. table X X X V I, p. 122.
9
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percentage. In table X X X V I it is assumed that the official 
statistics register about 80 per cent, of the unemployed persons 
in industrial occupations.

TABLE X X X V I .— ESTIMATED NUMBER OF W AG E  EARNERS  

IN  EM PLOYM ENT IN  ITALIAN  IN D U STR Y

(In thousands)

Year
Total number 

of wage earners 
(HI

Unemployed
persons

(Ob)

| Temporarily 
incapacitated 

by sickness
Wage earners 

m employment 
(E)

1

1 0 2 1 .................. 3 ,394 304 108 2,982
1 9 2 2 .................. 3 ,470 352 109 3,009
1 9 2 3 .................. 3 ,508 222 115 3,171
1924 .................. 3 ,515 139 118 3,258
1925 .................. 3 ,553 78 122 3,353
1926 .................. 3 ,629 82 124 3,423
1927 .................. 3 ,704 217 122 3,365
1928 ........... .. 3 ,780 255 123 3,402
1929 .................. 3,871 223 128 3,520
1930 .................. 3,961 336 127 3,498
1 9 3 1 .................. 4 ,014 607 119 3,288

The margin of error in these calculations can be considerably 
reduced by using index numbers in place of the absolute figures. 
These index numbers can then be compared with the index of 
production so as to determine, by the usual formula, the develop­
ment of individual output.

Number of N umber of Volume Individual
Year wage earners wage earners of output-

in industry 1 
(8)

in employment 2 
(E)

production a 
(V) IOC T -  100 - E

1 9 2 1 ................ 100 90 .8 100 110.1
1922 ................ 102.3 91 .5 111 121.3
1923 ................ 103.3 96 .5 118 122.3
1 0 2 4 ................ 103.4 99 .2 134 135.1
1025 ................ 104.4 102.0 150 147.1
1926 ................ 106.7 104.5 167 159.8
1927 ................ 108.9 102.4 156 152.3
1928 ................ 111.3 103.5 166 160.4
1020 ................ 114.0 107.1 180 168.1
1930 ................ 116.7 106.4 167 157.0
1 9 3 1 ................ 118.5 100.0 141 141.0

1 Not including those absent through sickness.
2 S ~  100 for 1921.
a Index number of the “ Institut ftir Konjunkturforschung ” , Berlin.

It will thus be seen that the number of wage earners in Italian 
industry and their output per head both rose rapidly and steadily.
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But the economic expansion of Italy during these years must 
not be considered merely as post-war reconstruction. Italy had 
not suffered very severely economically during the war, and its 
situation at the beginning of the observation period was compa­
ratively favourable1. As early as 1922, industrial production 
in Italy was above the 1913 figure, and in 1923 the output per 
head of the population was also higher than before the war.

But this period of prosperity was of short duration. In 1927, 
as was mentioned above, the increase in unemployment fore­
shadowed the coming of the depression2. There was a slight 
improvement in 1929, but in the following year unemployment 
again spread rapidly.

DIAGRAM X X X II.— DEVELOPMENT OF UNEMPLOYMENT 
IN ITALIAN INDUSTRY

(S and V for 1920 =  100)

One of the outstanding traits of Italian economic development 
after 1926 was the considerable fluctuations in the volume of 
industrial production, accompanied by parallel fluctuations in 
individual output (spreadover of employment, overtime to meet 
rushes of orders, short time in slack periods). During this time

1 In 1921, industrial production was 33 per cent, below the 1913 level in 
Germany, 32 per cent, in Great Britain and 46 per cent, in France, whereas 
in Italy it had fallen by only 3 per cent.

2 Cf. table X X X I , p. 115 and diagram X X X , p. 116.
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dismissals of workmen on account of machinery were not parti 
cularly frequent, but industry, which had lost its power of 
expansion, was no longer able to absorb the additions to the 
occupied population.

With regard to the evolution of the Italian labour market in 
more recent years, official statistics show that unemployment 
reached its peak in the spring of 1933, when about 1.2 million 
workers were unemployed. The average for 1932 was slightly 
lower—about 1 million as against 300,000 in 1929. The number 
of unemployed persons had increased by 500,000 in industrial 
occupations, by 110,000 in agriculture and by 90,000 in urban 
non industrial-occupations h

At first sight these figures appear very low, and it will be well 
to cheek them by reference to other statistical sources of infor­
mation.

Emigration from Italy practically ceased after 1930, and the 
influx of new persons in search of employment from that time 
onwards was determined solely by the natural growth of the 
population. During the depression the influence of the war years 
on population began to be felt : the decline of some 400,000 in the 
annual number of births during the war meant a decrease of 
almost 200,000 in the number of persons entering occupational 
life every year from 1931 to 1934.

The stream of workers from the country to the towns also dried 
up during the same period. Perhaps there was even—partly 
under the pressure of administrative measures—a return move­
ment of unemployed persons towards the villages. In any case, 
the number of wage earners in industrial occupations did not 
increase during the depression, but would seem rather to have 
declined.

During this period some of those who were previously in 
employment must have been dismissed in consequence of the fall 
in production. Their number may be determined with the aid 
of the index numbers of employment, of which two exist in 
Italy : the first, compiled by the Ministry of Corporations, covers 
some 6,500 large establishments that employed about a million 
wage earners in 1926; the second, compiled by the General 
Fascist Confederation of Industry, has the advantage of including 
all industrial undertakings. 1

1 Cf. table X X X I I , p. 117.
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On the basis of 1929 =  100, the number of wage earners in 
employment in Italian industry varied as follows1 :

Index Tndex
Average for year of Ministry of Confederation

of Corporation of Industry
1929 ........................................... 100 100
1930 ................................................. 93 .0  97.3
1931 ................................................. 81 .2  88.6
1932 ................................................. 70 .5  78.5
1933 ................................................. 71 .4  79.4

The difference between the two series proves that large-scale 
industry felt the influence of market fluctuations more keenly 
than did industry as a whole. In trying to estimate the actual 
number of unemployed persons, therefore, it is preferable to use 
as a basis the index of the Confederation of Industry,

The data published by the Confederation of Industry also show 
to what extent the total amount of work performed decreased 
as a result of reductions of staff, the abolition of overtime and the 
extension of short time. The number of hours worked in indus­
trial undertakings is shown by the following index:

1929 1930 1931 1932 1933
100 94 .2  83.8  72 .4  7 3 .9

This corresponds quite closely to the fall in the volume of 
production. Two commonly used index numbers of industrial 
production in Italy arc given below :

Min fairy Institut f tir Konjunktur-
of Corporations 1 forsehung, Berlin *

1929 ...............................................  100 100
1930 ...............................................  92 92
1931 ........................................  78 83

* 1932 ...............................................  67 74
1933 ...............................................  74 78

1 Thirty-two Hories of figures, including 9 for the textile industry, 11 for the heavy metal 
industry, (5 for mechanical engineering, etc.

2 Forty-six series of ilgures, including 15 for mines, 6 for food and drink trades, ft for the 
heavy metal iudustry, 5 for the textile industry, 14 for the chemical industry, etc. (Cf. 
Vicrteljahrshefte zur Konjunkturlorschung, special number 31.)

The figures of the Confederation of Industry for the hours 
actually worked fall, as will be noticed, between the two index 
numbers of production; this confirms their accuracy. Moreover, 
the fact that the number of those employed in industrial under­

1 Bollettino Mensile di Statistica dell' Istituto Centrale di Statistica del 
Regno d'Italia.



126 —

takings fell by 21.6 per cent, from 1929 to 1932 means that 
nearly 800,000 wage earners must have been dismissed.

This figure is only 300,000 higher than the increase in the 
number of unemployed persons in industrial occupations as given 
by the official unemployment statistics \ The divergence can be 
explained in part by the fact that a certain number of unem­
ployed persons have left industrial occupations altogether. 
Therefore, while there is no doubt that there is “ invisible ” 
unemployment in Italy, not registered by the official statistics, 
its comparative extent would not appear to have increased 
appreciably during the depression.

In view of what has been said, there is no need to dwell at 
length on the causes of Italian unemployment in recent years. 
Widespread unemployment developed in spite of the almost 
complete cessation of technical progress as reflected in the output 
per head of those employed in factories, and in spite of the rela­
tively small afflux of workers on the market as a result of the 
natural increase in population. The source of the evil is to be 
found in the slower rate of industrial expansion first of all (1926- 
1929) and subsequently in the decline in production (1929-1933).

Czechoslovakia

The spread of unemployment in Czechoslovakia since the war 
is shown by the curve in diagram X X X III, which covers the 
period 1921-1931 and is based on the number of unplaced appli­
cants for employment at the end of each quarter 2.

The increase in the number of unemployed persons in the second 
half of 1922 was due to the decline in economic activity conse­
quent upon the stabilisation of the currency. Although C74eclio- 
slovakia did not officially stabilise its currency until October 1929, 
it put a stop to inflation as early as the autumn of 1922 and con­
siderably raised the value of the crown at that time 3.

* Ci\ table X X X I I , p. 117.
* This is the only scries of figures covering the whole period in question 

and giving a complete general picture (Of. Statistische ubcrsicht der Tsche- 
choslowakischen llepublik, 1930, pp. 221-222, Prague).

a The dollar rate in Prague was (parity =  100) :
Mar. June Sept. Dec. Mar. Juno Sept. Dec.
1922 1922 1922 1922 1923 1923 1923 1923
1.171 1,053 627 653 0*2 677 677 692

The new parity was fixed at 684.
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DIAGEAM X X X III.— UNEMPLOYMENT IN CZECHOSLOVAKIA : 
UNPLACED APPLICANTS FOE EMPLOYMENT AT 

THE END OF EACH QUAKTEK

In thousands

The depression in Czechoslovakia in 1922-1923 was therefore 
one of stabilisation, such as inevitably came to every country that 
practised inflation for a more or less lengthy period.

The very low unemployment figure from summer 1924 to 
summer 1930 shows that the country had been able to restore 
its economic equilibrium. Notwithstanding the exceptionally 
difficult conditions with which the country had to contend in its 
economic reconstruction, it did not suffer from chronic unem­
ployment on a large scale until the beginning of the world eco­
nomic depression.

Table X X X V II shows the development of the occupied popu­
lation in Czechoslovakia during the period under consideration. 
In just under ten years (February 1921 to December 1930) the 
occupied population increased by more than 10 per cent., but 
the increase was limited to urban occupations : the number of 
persons in those occupations rose from 3,554,000 to 4,249,000, 
or by about 20 per cent., whereas the number of persons occupied 
in agriculture fell by 7 1/* per cent.
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TABLE X X X V II.— DISTRIBUTION OF THE OCCUPIED POPULATION 
OF CZECHOSLOVAKIA BY OCCUPATIONAL GROUPS 1

(In thousands)

Occupational Groups 1921 1930 Incroaac (+) 
or decrease (— )

Occupied population

Agriculture ...................................... 1,809 1,673 —  136
Mines and manufactures.............. 2,169 2,502 -f 333
Commerce and transport.............. 585 805 -f  220
Other occupational groups............ 800 942 -f 142

Total. . . 5,363 5,922 +  559

Wage earners 2

Agriculture ...................................... 974 786 —  188
Mines and manufactures.............. 1,866 2,189 +  323
Commerce and transport.............. 416 580 -f 564
Other occupational groups......... 396 691 +  295

T otal.. . 3,652 4,246 +  594

i Manuel statlatiquc dr la IMpubhquc tcMconlovaque, IV. Prague, 1932, p. 16; Annuaire 
8tat\ntiqur de la lUpubUquv tchtcosluvaqur. Prague, 1934, p. 13,

8 Workers, salaried omployeeH, apprentices and domestic servants.

During this period the development of the country was marked 
by increasing industrialisation and “ proletarisation V  The 
number of wage earners in the towns rose in ten years from
2,678,000 to 3,460,000—an increase of 29 per cent.

Emigration from Czechoslovakia has been slight since the wrar. 
The excess of emigrants over immigrants for the decade 1921- 
1930 was 200,000 at most, and this number was more or less 
evenly distributed over the whole period. In estimating the 
afflux of new members to the occupied population, therefore, it 
will be assumed that there was no appreciable variation from year 
to year.

This hypothesis is admissible both for all wage earners outside 
agriculture and for workers and salaried employees in industry,
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taken alone, but it cannot be assumed that the afflux was the 
same after 1980. The year 1981 saw the first of the generations 
from the war years entering the labour market, and the decline 
in the birth rate from 1915 to 1919 substantially relieved the 
labour market from 1981 to 1985. But it is very improbable 
that the number of wage earners in Czechoslovakia fell to any 
great extent during these years. The distribution of the popu­
lation by age groups in the 1930 census suggests rather that the 
number o f wage earners did not change appreciably one way or 
the other.

In the light of these considerations, the number of occupied 
persons in dependent positions (wage earners in the wide sense) 
in Czechoslovakia from 1921 to 1934 may be estimated as follows 
(in thousands) :

All occupations 
except agriculture

Average for
1 921  ...........................................  2 ,710
1922 ........................................... 2,790
1923 ...........................................  2,870
1924 ........................................... 2 ,950
1925 ...........................................  3 ,030
1926 ........................................... 3 ,110
1927 ...........................................  3 ,190
1928 ...........................................  8 ,270
1929 ...........................................  3,350
1930 ...........................................  3 ,420
1931, unchanged until 1934 3,450

Industry
onlj

1,880
1,935
1,950
1,985
2,020
2 ,055
2 ,090
2 ,125
2 ,160
2 ,180
2 ,190

No reasonably complete statistics of employment were compiled 
in Czechoslovakia until 1928. The figures given here for earlier 
years are based in part on estimates. A comparison of these 
data With those for unplaced applicants for employment gives 
the following results (in thousands):

Wage earners 
in employment 
(statistics of 

sickness funds)

Unemployed 
(unplaced 
applicants 

for employment)
Total

Average for :
1926 .............. . . .  (2 ,612) 68 (2,680)
1927 .............. . . .  (2 ,619) 53 (2,672)
1928 .............. 2 ,488 39 2,527
1929 .............. 2 ,506 42 2,548
1930 .............. 2 ,446 105 2,551
1 9 3 1 .............. 2,313 291 2 ,604
1932 .............. . . .  2 ,069 554 2,623
1933 .............. 1,889 738 2,625
1934 .............. . . .  1,878 677 2,555
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DIAGRAM X X X IV .— NUMBER OF WAGE EARNERS 
AND EMPLOYMENT IN CZECHOSLOVAKIA

In millions. In millions.

* Number oi wage earners.

*I92MI930E Number of wage earners in 
employment.

Census years.

Number of 
non-agri­
cultural 

wage 
earners

In commerce, 
transport* etc.

In Industry.

The discrepancy between the sum of the number of wage 
earners in employment and those unemployed and the figures 
given above for the number of dependent workers may be attri­
buted to a variety of causes :

(a) In the census, certain persons are counted as wage earners 
who do not fall within this category for social insurance purposes.

(b) Some groups of wage earners (higher employees, migrant 
workers, etc.) are not counted in the statistics of employment.

(c) Wage earners who arc sick or momentarily out of employ­
ment while changing jobs are not counted either as being in 
employment or as being unemployed.

(d) A certain number of agricultural workers have been 
included among wage earners in employment or among the 
unemployed.

An obstacle to the exact study of developments on the Czecho­
slovak labour market is the fact that its statistics of employment



and unemployment make no distinction between industrial and 
other occupations.

According to the writer’s calculations (p. 129), the index number 
of wage earners in industrial occupations was as follows :

1921 1922 1923 1924 1925 192G 1927 1928 1929

S =  100 101.9 103.7 105.6 107.4 109.3 111.2 113.0 114.9

In order to determine the proportion of unemployed persons, 
recourse must be had to the official unemployment statistics, 
although they cover every economic activity and the figures must 
therefore be considered rather too low for industry taken alone :

1921 1922 1923 1924 1925 192G 1927 1928 1929

Ch -  2 .1 %  3 .9 %  6 .2 %  2 .9 %  1 .5 %  2 .1 %  1 .6 %  1 .1 %  1 .2 %

By combining these two series one obtains the index of the 
number of wage earners in employment, taking the number in 
1921 as a base (1921 =  100).

1921 1924 1925 1926 1927 1928 1929

E =  97.9  102.6 105.8 107.0 109.4 111.8 113.5

The combination of this index with the index of industrial 
production shows the development of individual output1:

1921 1924 1925 1926 1927 1928 1929

V  =  100 107 113 112 130 145 149

100T  =  =  102.1 104.3 106.8 104.7 118.8 129.7 131.3

According to these calculations, the number of wage earners
in industrial occupations rose by 15 per cent, in eight years. 
During the same period there was an improvement in individual 
output of 29 per cent. But the influx of new workers and the 
march of technical progress were counterbalanced by the expan­
sion of industry, so that when the depression caused by stabili­
sation had been overcome there were only slight fluctuations in 
unemployment and no marked tendency for it to increase.

— 131 —

1 Cf. appendix, p. 165.



— 182 —

DIAGRAM X X X V .— DEVELOPMENT OF UNEMPLOYMENT 
IN CZECHOSLOVAK INDUSTRY

1? 2 t 1922 1926 >924 1925 >926 1927 192a 1929

After the world depression began (it was only in 1980 that the 
situation became serious in Czechoslovakia) the unemployment 
curve rose rapidly, as can be seen from table XX XV III1.

TABLE X X X V III.— TIIE DEPRESSION IN CZECHOSLOVAKIA1

Average for year
Index of 

industrial 
production 
(1929*100)

Wage earners 
in employment Unemployed

unplaced
(thousands)Actual

number
(thousands)

Index 
number 

(1929 =  100)

1929 ................................ 100 2,506 100 42
1980 ................................ 89 .2 2,446 97.6 105
1 9 3 1 ................................ 80 .0 2,313 92.3 291
1982 ................................ 03.5 2,069 82.6 554
1983 ................................ 60 .0 1,887 75.3 738
1934 ................................ 06.5 1,878 74.9 677

1 From tho Monthly Bulletin of Statistics of tho League of Nations.

The course of the production index would indicate that the 
depression was at its worst in Czechoslovakia in the spring of 
1988, when the index had fallen to 58 (average for 1929 =  100).

1 Cf. diagram XXX1I1, p. 127.
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Such a sharp fall was bound to involve the dismissal o f staff, but 
the number of wage earners employed on the average during 
1933 was not 40 per cent, but only 25 per cent, below the 1929 
level. This comparatively mild reaction to the fall in production 
was due to two factors: (1) the spread-over of employment; 
(2) the less marked influence of cyclical fluctuations on non­
industrial occupations.

In 1933, when industrial production had fallen to 60 per cent., 
industrial undertakings could not utilise much more than 60 per 
cent, of the amount of labour they required in 1929. But by 
spreading employment over a greater number of workers (and 
partly as a result of a slackening in technical progress) they were 
able to keep on a larger proportion of their former staffs : perhaps 
66 per cent, or even more. Employment in industrial under­
takings thus declined by a little over 30 per cent. But as the 
decrease in the amount of work performed in commerce and 
transport was much less marked, the average decline in employ­
ment shown in the official statistics seems to be quite 
credible.

This does not mean that there was no invisible unemployment 
in Czechoslovakia; all that is claimed is that its volume was 
not very great.

With regard to the origin of the widespread unemployment in 
Czechoslovakia, no trace has been found of overcrowding on the 
labour market as a result of an excessive influx of new workers 
or of too rapid technical progress. The disorganisation of the 
labour market in this case is of purely economic origin, being due 
to the decrease in industrial production.

Belgium

Before the war Belgium was already one of the most highly 
industrialised countries. According to the 1910 census, 46.1 per 
cent, of the occupied population were engaged in manufactures 
and mining, as compared with 82.2 per cent, in the United States,
41.8 per cent, in Germany, 45.6 per cent, in Great Britain, 
30.1 per cent, in France1, 24.6 per cent, in Italy, 37.8 per cent, in 
Holland, 25.7 per cent, in Sweden, etc.

1 In 1906.
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The census of 1920 showed a decline in the occupied population 
as compared with 1910. The figures were (in thousands) :

E n d  or 1910 E n d  o f  1920 i Increase (4*) 
or decrease (—)

Number of inhabitants . . .  7,424 7,400
Occupied population :

Agriculture....................... 783.4 613.0
M incs and manufactures, 1 ,009 .9  1 ,491 .3
Other occupations.........  1 ,098 .5  1 ,100 .3

18

1 6 9 .8
118.0

1.8

Total oecuj >ied population 3 ,491 .8  3 ,205 .2
i Without the dintncth of Eupeu and Malmody.

—  280.0

These figures are all the more surprising when it is remembered 
that the population of working age increased appreciably during 
the same period. The number of persons between the ages of 
15 and 60 was (in thousands):

1010 19*20 Increase

M e n .........
Women . .

2,221
2,230

2,370
2,427

■+ 149 
f  191

T otal.. . 4,457 4 ,797 340

This fact suggests that the 1920 census figures are incomplete, 
as is quite probably the ease in view of the disorganisation of 
economic life just after the war.

From 1920 to 1930 the increase in the number of persons 
between the ages of 15 and 60 years has been estimated at 5 per 
cent.1, and to this must be added the excess of immigration 
over emigration. From 1921 to 1930 there were 303,000 emi­
grants, as against 425,000 immigrants or returning migrants. 
The excess of immigration was therefore 122,000. On the whole, 
then, the middle age groups increased from 1920 to 1930 in 
roughly the same proportion as in the preceding decade. But the 
distribution of the increase over the various branches of the 
economic system is not known, as the results of the 1930 census 
have not yet been published.

At the end of 1930, however, a census of industry and com­
merce was made in Belgium, and the results are in part compa­

1 Cf. A. L. Bowley : Estimates of the Working Population, etc. Geneva, 
1926, p. 12.
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rable with those of the similar census in 19101. The occupied 
population (in thousands) was :

1910 1930
Mon Women Mon Women

Industry.................................. 1 ,319 .4  390.8 1 ,592 .4  345.8
Commerce................................ 237.5 285.2 321.0  243.0

According to these statistics, the number of persons in industrial 
occupations rose by 13 per cent, in 20 years, and the number of 
those engaged in commerce by 8 per cent.

The number of wage earners among those engaged in industrial 
or commercial occupations in 1930 (in thousands) was :

Workern Salaried employees Total

Industry................ 1 ,480 .8  184.0 1 ,665 .7
Commerce.............. 63.8 110.0 182.8

Total’ . . .  1 ,545 .4  304.0 1 ,850 .3
i Including wage earners who could not he classified under Industry’ or commerce.

Of these persons the following numbers were partially or 
wholly unemployed at that date (in thousands) :

Workers Salaried employees Total

Completely unemployed . 147.5 7 .1  154.6
On short t im e ....................  228.8 3 .5  232.3

It is assumed in the following pages that the number of wage 
earners in industry increased uniformly from 1910 to 1930, at the 
rate of about 0.6 per cent, annually.

With regard to the degree of employment for the available 
labour supply, continuous information is available in the Belgian 
statistics o f unemployment and short time among workers 
insured against unemployment. But this insurance was intro­
duced by stages after the war 2. It is therefore preferable to 
take, in place of the actual figures given in these statistics, the 
percentage of unemployment among insured persons. Up to 
1923 no distinction was made between complete unemployment 
and short time; since 1924 the two groups have been kept 
separate.

1 Revue du Travail, Brussels, June 1934, pp. 719-771.
2 In the years 1926-1928 the number of insured persons fluctuated round 

600,000; from 1929 to 1930 it was about 650,000, in 1931, 726,000, in 1932, 
850,000, in 1933, 980,000; in 1934 it approached the million.
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The insured population comprised :

Average for :

1921
1922
1923

1924 
3925 
1920
1927
1928
1929
1930 
3931 
1932 
1938 
1934

Full-time
workers

78.4
98.5  
97.3

Completely On short 
unemployed _____time

21.6
6 .5
2 .7

96 .7
94 .4
95.8  
94.3
95.6
95 .7
88.5  
72.2
60.8
65.8
63.8

1.0
1 .5
1 .5  
1.8 
0 .9  
1 .3
3 .6  

30.9
19.0
17.0
19.0

2 .3
4 .1
2 .7
3 .9  
8 .5  
3 .0
7 .9  

30.9  
20.7  
17.2  
17.2

DIAGRAM X X X V I.— UNEMPLOYMENT IN BELGIUM : PERCENTAGE
OF INSURED WAGE EARNERS UNEMPLOYED

(Quarterly figures)

Completely unemployed. 
On short time.

In 1921 Belgium passed through a severe depression. The 
number of unemployed persons, including those on short time, 
exceeded 80 per cent, of the total number of insured persons 
between March and May of that year. But in the second half 
of the year an improvement began, unemployment decreased 
rapidly and by 1922 the economic machine was again working 
to capacity. It was not until 1980 that another depression



visited the country. It led at first to an extension of short time, 
and towards the end of the year dismissals of staff became 
frequent.

The relatively favourable situation on the Belgian labour 
market between those two depressions may be attributed to the 
increase in the volume of industrial production, the index number 
of which moved as follows (1913 =  100)1 :
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Average for :
1921 .................... ...........  64

Average for :
1928...................... .........  137

1922 .................... ...........  84 1929......................
1923 .................... ...........  96 1930......................
1924 .................... ...........  105 1931...................... .........  114
1925 .................... ...........  103 1932...................... .........  95
192 3 .................... ...........  118 1033....................... .........  98
1927 ...................... ...........  129 1934...................... . . . . .  93

The degree of disorganisation in Belgian industry in 1921 is 
revealed by the fact that the level of production was extremely 
low as compared with the number of persons employed : individual 
output had fallen to a point 15 or 20 per cent, below the pre-war 
level. In 1924 the output per head of those employed had 
returned to the 1913 figure. As hours of work had been reduced 
in the interval, this means that the output per head was 10 or 
15 per cent, higher than in 1913. Since then the volume of 
production has risen from year io  year. In 1929, Belgian industry 
was employing little more labour than in 1923, although the 
volume of production had increased by about 42 per cent. The 
average annual increase in individual output must therefore have 
been 0 per cent2. This rapid technical progress would have 
caused technological unemployment but for the simultaneous 
feverish expansion of production.

During the depression, production fell by more than 30 per cent. 
But commerce, transport and the other occupational groups 
covered by unemployment insurance are less sensitive to cyclical 
fluctuations than is industry, and it is therefore normal for the 
average decline in employment, as shown by the unemjdoyment 
insurance statistics, to be less marked than the fall in production.

1 Institut des sciences ccuiomiques, Louvain.
2 A more careful calculation, taking into account Ihe changes in hours 

of work, would give a slightly lower ligure for the average annual rate* of 
technical progress, but this would in no wise affect the explanations that 
follow.

10



TABLE X X X IX .— THE DEPRESSION IN BELGIUM

Quarters
Volume of 
industrial 

production 
(11)28 **■ 100)

Percentage of insured persons

Completely
unemployed

On short 
time

1930
I ........................................... 97 2 .8 4 .5

I I ........................................... 89 2 .0 6 .1
I l l ........................................... 80 3 .0 8 .5
I V ........................................... 81 6 .6 12.5

1931
I ........................................... 81 11 .4 17.1

I I ........................................... 78 9 .0 14 .6
I l l ........................................... 78 9 .7 16 .6
I V ........................................... 75 13 .6 18 .9

1032
I ........................................... 09 20.1 23 .6

I I ........................................... 65 18 .4 22 .2
I l l ........................................... __ i 19.1 19 .7
I V ........................................... 69 17 .9 17 .0

1933
I ........................................... 69 21.1 19.8

1 1 ........................................... 70 16 .3 17 .3
I l l ........................................... 66 13 .7 16 .2
I V ........................................... 69 18 .7 15.3

1034
I ........................................... 6 9 2 20 .2 18.1

I I ........................................... 67 2 18 .0 17 .0
I l l ........................................... 66 17 .5 17 .3
I V ........................................... 69 20 .1 16.4

1 Trade dispute (coal mines).
2 Trade dispute (wool).

As was mentioned above, the proportion of insured persons 
who were completely unemployed in 1932 was 19 per cent., and 
the proportion on short time 20.7 per cent, (as against 1.3 and 
3 per cent, in 1929). I f allowance is made for a regular increase 
of 0.6 per cent, annually in the number of wage earners, it will 
be seen that there was a decrease of about 20 per cent, in the 
total amount of work performed. The only cause of the unem­
ployment. in 1932 was therefore the decline in production.

About the middle of 1932 a slight increase in production 
occurred, and unemployment fell to a corresponding extent. But 
the improvement of the labour market was as brief as the revival 
of industrial activity; by the second half of 1933 both had 
slumped again.
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Sweden, Norway and Denmark

During the war there was great industrial activity in the 
Scandinavian countries. In order to cope with the orders from 
the belligerent countries, their industries (especially in Norway) 
had to be brought up to date and their plant extended. The 
improvement in the technique of production did not, however, 
prevent the supply of wrork from being ample for all. Even 
although emigration wras at a standstill, the level of unem­
ployment remained exceptionally lowr.

TABLE X L .— INDEX NUMBERS OF INDUSTRIAL PRODUCTION (v )  
IN THE SCANDINAVIAN COUNTRIES 1 

(1913 =■- 100)

Year Sw edeu
r— -

Norway Denmark

1920 ............................................. 83 102 128
192 1 ............................................. 80 72 107
1922 ............................................. 93 90 113
192 3 ............................................. 100 100 125
1924 ............................................. 109 108 130
1925 ............................................. 112 117 120
1920 ............................................. 115 104 120
1927 ............................................. 119 100 128
1928 ............................................. 129 118 139

137 131 149
1930 ............................................. 131 132 103
1 931 ............................................. 115 103 149
1932 ............................................. 108 121 130
1933 ............................................. 112 124 157
1934 ............................................. 137 131 1G7

i For Sweden : until 1920, Index of the “ Tnstitut fiir K otij unktAi r f orach unpr, ” Berlin 
(Die JMlu8triewirt8rhaft, p. 05); alter 1926, official index of production. For Norwuy : 
official index of production (Statist! ttk A a r b o k  ja r  Notoet 19,'It, p. HO). For Denmark : 
until 1927, index of the “ lnntitut fur Konjimkturfor,schung, ”  Berlin (Die Jrulustrinvirt- 
sehaft, p. 64); after 1927, official index of production.

In 1921— even in 1920 in Sweden—the depression came. 
Judging by the decrease in production and in the amount of work 
done, it would seem that this post-war slump in the Scandinavian 
countries was more serious than wrore the depressions caused by 
demobilisation and stabilisation in most of the ex-belligerent 
countries. It was not until 1923 that the depression began to 
disappear. By that time the process of reconstruction and 
adaptation seemed to be complete. But in 1926 there was a
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fresh fall in production in Norway and Denmark; Sweden alone 
was destined to enjoy more-or-less satisfactory economic condi­
tions for a few years longer.

The world depression reached the Scandinavian countries 
comparatively late : about the middle of 1930 in Sweden and 
Norway, and towards the end of that year in Denmark.

Table XL  shows that even during the most recent years of the 
depression industrial production in the Scandinavian countries 
remained above the 1913 level; they differ in this respect from 
Germany, Great Britain, the United States, Belgium, Czecho­
slovakia and most other industrial countries.

It must not be forgotten, however, that while the machinery 
of production in the neutral countries escaped the destructive 
effects of the war the same is true of their population, so that 
the number of persons to be supported by the economic system 
of the country had considerably increased.

In Sweden and Norway the natural increase in population was 
all the more marked on account of the decline in emigration K 
In the case of Denmark, the extension of the territory of the 
country must also be borne in mind 2.

There was at the same time a change in the economic distri­
bution of the population in the Scandinavian countries. Sta­
tistics on this point for the period 1920-1930 are available only 
for Norway. But for the period 1910-1920 the census results of 
the three countries are available, and the data they supply are 
comparable from country to country3.

In the decade between the two censuses the occupied popu­
lation increased by the following amounts :

S w e d e n  ................................................................................................. 4 0 1 , 0 0 0  ^  1 7 %

N o r w a y ................................................................................................. 1 2 5 , 0 0 0  =  1 8 %

D e n m a r k ............................................................................................  1 8 1 , 0 0 0  -  1 1 %

This increase was confined almost entirely to industry, com­
merce and transport; the number of persons in these occupa­
tional groups rose as follows :

IiuliiKtry

S w e d e n ..................

Norway ........
D e n m a r k  . . .

2 4 4 , 0 0 0  - - =  - 4 3 %

0 4 . 0 0 0  - -  2 0 %

7 1 . 0 0 0  - =  2 4 %

Commerce
ami

trunsiiort
1 3 0 , 0 0 0  0 0 %

5 1 . 0 0 0  -  3 2 %

4 7 . 0 0 0  2 0 %

Total

3 8 3 . 0 0 0  =  4 8 %

1 1 5 . 0 0 0  =  2 8 %

1 1 8 . 0 0 0  =  2 5 %

1  T h i s  e x p l a i n s ,  in ler  a lia ,  t h e  d e c r e a s e  i n  t h e  s u r p l u s  o f  w o m e n  i n  t h e  
m i d d l e  u g e  g r o u p s .

* C f .  t a b l e  X I , 1 ,  p. 1 4 1 ,  n o t e  2 .  
a C f .  t a b l e  X L I I ,  p .  1 4 1 .
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TABLE X L I .— POPULATION OF W O RKIN G  AGE (15-00 Y E AR S) 
IN THE SCAN D IN AVIAN  COUNTRIES 1

Year
Sweden Norway Denmark 2

Men Women Men 1i \\ omen Men Women

A c tu a l n u m bers  ( i n  t h o u s a n d s )

1910/1011 .................. 1,513 1,598 006 080 744 801)
1020/1021 .................. 1,093 1,741 720 781 922 980
1030/1031 .................. 1,891 1,940 817 800 1,003 1,124

1httlejc n u m bers  (1910-1911 100)

1010/1011 .................. 100 100 100 100 100 100
1920/J 921 .................. 112 109 120 114 124 122
1030/1031 .................. 125 120 135 120 143 j 130

1 S ta t is t ic a l  Y e a r b o o k  o f  th e  L e a g u e  o f  N a t i o n s ,  1933-1931. pp 30-31
2 The change in the territorial extent, of the Stale after the war increahed the population 

by about 13 per cent.

TABLE X L II .— DISTRIBUTION OF THE OCCUPIED POPULATION  
IN  THE SCAN DINAVIAN COUNTRIES BY OCCUPATIONAL GROUPS 1

( I n  t h o u s a n d s )

Sweden Norw ay Denmark
Occupational Groupw

Men Women
I

Men Women Men Women

1910/1911
A g r i c u l t u r e .............................. 758 258 321 53 403 110
I n d u s t r y .......................................

C o m m e r c e  a n d  t r a n s ­
480 85 184 02 231 00

p o r t  ...............................................

O t h e r  o c c u p a t i o n a l
188 44 120 40 139 41

g r o u p s ....................................... 102 225 35 130 72 108

T o t a l . . . 1,588 012 600 285 845 380

1920/1921
A g r i c u l t u r e .............................. 808 251 330 58 405 G 9

I n d u s t r y .......................................

C o m m e r c e  a n d  t r a n s ­
050 153 248 02 302 00

p o r t  ...............................................

O t h e r  o c c u p a t i o n a l
261 110 150 01 174 53

g r o u p s  ....................................... 103 201 38 118 77 210

T o t a l . . . 1,827 774 772 298 958 404

i Statistical Yearbook of the League of Nations, 1931-1932, p. 40; 1933-1934, pp. 41-43.



— 142 —

The number of persons engaged in agriculture and other 
occupations remained practically unchanged.

The provisional results of the last Norwegian census are 
available for the decade 1920-1930. They show that the occupied 
population of the country has increased from 1,070,000 to 
1,167,000—i.e., by 97,000 or 9 per cent, liut there has been no 
change in the number of persons in industrial occupations; the 
increase has been in agriculture ( +  16,000), commerce and 
transport ( +  43,000) and other occupational groups (+  38,000).

The contrast with the previous decade is striking. Whether 
the phenomenon is purely local, affecting Norway only, or whether 
the same trend exists in Sweden and Denmark cannot be decided 
until the results of the latest census in these countries are avai­
lable.

But it would appear that in Sweden and Norway the occupied 
population has not increased so rapidly since the war as it did 
from 1910 to 1920, and that the widespread unemployment that 
exists has held up to some extent the stream of persons entering 
industrial occupations in search of employment.

As the percentages given above for the increase in the number 
o f persons in industrial occupations (Sweden : +  43 per cent.; 
Norway : +  26 per cent.; Denmark : +  24 per cent.) are not the 
result of any cyclical change but rather the reflection of a struc­
tural transformation in the population, it may be concluded that 
they hold good for the decade 1913-1923 as well as for the period 
1911-1921. Since then, as has been seen, the industrial popu­
lation of Norway has not changed. In Sweden and Denmark, 
on the other hand, there would seem to have been a slow but 
steady increase in the number of persons in industrial occupations. 
The index numbers of the development of the industrial popu­
lation of the three countries may therefore be given as follows :

Sweden Norway Denmark
1 9 1 3 .................... .............. 100 100 100
1923 .................... .............. 143 126 124
1924 .................... .............. 144 126 125
1925 .................... .............. 145 126 126
1926 .................... .............. 146 126 127
1927 .................... .............. 147 126 128
1928 .................... .............. 148 126 129
1929 .................... .............. 149 126 130
1930 .................... .............. 150 126 131
1 9 3 1 .................... .............. 151 126 132
1932 .................... .............. 152 126 133
1933 .................. .. .............. 153 126 134
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For 1923, the figures for all three countries are based on the 
census results K The Norwegian figure for 1933 is also based 
on the census, while those for Sweden and Denmark are very 
approximate estimates (an increase of 7 or 8 per cent.). For 
the sake of simplicity, it has been assumed that the development 
between those dates was uniform.

DIAGRAM  X X X V I I .— IN D E X  NUMBERS OF INDU STRIAL PRODUCTION  

A N D  OF THE POPULATION IN  INDU STRIAL OCCU PATIO N S IN  THE  

SCAN D IN AVIAN  COUNTRIES  

( 1 9 1 3  ^  1 0 0 )

I. Sweden. II. Norway. III. Denmark.

With the reservation that these figures are an indication of 
trends rather than accurate statistics, the index numbers given 
above may now be compared with the index numbers of produc­
tion in the three countries. The differences in the development 
of the economic situation and in the population of the countries 
will then become quite apparent. The common feature for all 
three is the marked increase in the number of persons in industrial 
occupations.

1  C f .  t a b l e  X L I I ,  p .  1 4 1 .
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The estimated index numbers of the occupied population in 
industry given above may also serve as index numbers of the 
number of wage earners in industry. But there is always a 
certain divergence between these figures and the number of 
wage earners in employment. The number of those in employ­
ment has, in recent years, always remained below the number 
available. Even during the prosperous years 1928 and 1929 there 
was unemployment on a large scale in Norway and Sweden, and 
the situation of Sweden during the period under consideration 
here can be considered satisfactory only in so far as it was better 
than that of her neighbours.

An index number of employment in industry can be calculated 
from the index number of wage earners in industry and the 
percentage of unemployment among trade union members L 
By dividing the index of production by the index of employment 
in industry, one obtains the index number of individual output2.

TABLE X L IIl.— UNEMPLOYMENT IN THE SCANDINAVIAN 
COUNTRIES : PERCENTAGE OF TRADE UNION MEMBERS 

UNEMPLOYED 1

Average for year Sweden Norway Denmark

1913.................................. 4 .4 1 .5 7 .1
1020.................................. — 2 .3 5 .8
1921.................................. 20 .2 17 .7 19 .7
1922.................................. 21 .9 17.1 19 .2
1923.................................. 12 .5 10 .3 12 .0
1924.................................. 10.1 8 .5 10 .8
1925.................................. 11 .0 13 .2 14 .7
1920.................................. 12 .2 24 .3 20 .7
1927.................................. 12 .0 25 .4 22 .5  * *
1928.................................. 10 .0 19.1 18 .5
1929.................................. 10 .7 15 .4 15.5
1930.................................. 12 .2 10 .0 13 .7
1031.................................. 17 .2 22 .3 17 .9
1932.................................. 22 .8 30 .8 31 .7
1933.................................. 23 .7 33 .4 28 .8
1934.................................. 18 .9 30 .7 22 .2

i For Sweden : Statistisk Arsbnk f6r Sverige, 1934, p. 375.— For Norway : Statistisk 
Aarbork for Norge, 1934, p. 138.— For Denmark : Statistisk Aarbog, various yoars.

1  T h e r e  i s  i n  S w e d e n  a n  o f f i c i a l  i n d e x  o f  e m p l o y m e n t  i n  l a r g e  a n d  m e d i u m ­

s i z e d  i n d u s t r i a l  u n d e r t a k i n g s .  L a t e r  o n ,  t h i s  w i l l  b e  c o m p a r e d  w i t h  t h e  

r e s u l t  o f  t h e  a u t h o r ’ s  c a l c u l a t i o n s ,  a s  a  c h e c k  o n  t h e  l a t t e r .  C f .  t a b l e  X L I V ,  

p. 145.
* Cf. table X L V , p. 140.
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It is true that the trade union unemployment statistics do not 
embrace all industrial occupations equally, and the aggregate 
figures include a certain number of unemployed persons 
belonging to non-industrial occupations. But the inclusion of a 
few thousands of unemployed workers from commerce, transport 
dr public services is not a sufficiently great error to have any 
real effect on the general results of these statistics. They may 
therefore be used to determine the index of employment in 
industry. But it would be a mistake to base any conclusions 
concerning employment in all urban occupations or among 
the wage earners of the country as a whole on the trade union 
unemployment statistics.

TABLE XLIV.— INDEX NUMBERS OF WAGE EARNERS IN 
EMPLOYMENT ( e ) IN INDUSTRY IN TIIE SCANDINAVIAN 

COUNTRIES 1

(Number of wage earners in 192a =■ 100)

Y ear Sweden Norway D enm ark

87 .5 89 .7 87 .4
1924............................................... 90 .3 91 .5 89 .9
1925................................................ 9 0 .2 86 .8 86 .9
1926................................................ 89 .8 75 .7 81 .3
1927................................................ 90 .3 74 .6 80.1
1928................................................ 9 2 .4 80 .9 84 .9
1929................................................ 93 .4 84 .6 88 .8
1930................................................ 93 .1 83 .4 91 .4
1931................................................ 87 .5 77 .7 87 .7
1932................................................ 82.1 69 .2 73.5
1933................................................
. - » ... -........  .....

81 .8 66 .6 77.3

i The table ifl drawn up on the basin of the uwual formula. The number of wage eurnerH <H) 
in 1923 being taken an — 100, the number of wage earner? in employment <E) for Dm year 
in quontion was obtained by subtracting Oh from S. The value of Oh aw a percentage is 
given in table XLI1I, p. 144.

Before going further, it will be well to compare the index 
number of employment calculated in this way for Sweden with 
the official index of employment in large and medium-sized 
industrial undertakings in that country. The index numbers 
are (1929 =  100):

1926 1927 1928 1929 1930 1931 1932 1933

Index calculated by
a u t h o r ....................................... 9 6  9 7  9 9  1 0 0  1 0 0  9 4  8 8  8 8

O f f i c i a l  i n d e x  . . . . . .  9 3  9 4  9 8  1 0 0  1 0 0  9 1  8 6  8 5
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It will be seen that the two sets of figures follow an identical 
course, but the official index appears to be more sensitive to 
market fluctuations both on the up grade and on the down 
grade. This is exactly what might be expected, since it covers 
only large and medium-sized undertakings, whereas the author’s 
index covers the whole of industry. This comparison of the two 
series of figures confirms the accuracy of the index numbers 
given in table XLIV.

The employment figures in the first line of table X LIV  (for 
1923)—87.5, 89.7 and 87.4—may seem rather high as compared 
with those for 1932 or 1933. But when they are compared with 
the pre-war period or with the situation in other countries before 
the depression began, they reveal a profound disturbance in the 
economic balance of the Scandinavian countries. In the " fat ” 
years that followed, Sweden was the only one that showed any 
appreciable increase in the number of persons employed in 
industry; in Norway, and to some extent also in Denmark, the 
number of wage earners in employment continued to fall in spite 
of the improved economic situation.

Table XLV  shows the development of individual output (per 
head of those employed in industry) in the three countries. A 
specially noteworthy feature is the rapidity of technical progress 
in Norway, which naturally had an influence on the power of 
absorption of the labour market.

TABLE XLV.— INDEX NUMBERS OF INDIVIDUAL OUTPUT 
IN INDUSTRY IN THE SCANDINAVIAN COUNTRIES 1

Year
Sweden Norway Denmark #

100 T 1923 **100 100 T 1923 =  100 100 T 1923 =  100

1 9 2 3  .............................. 1 1 4 . 3 1 0 0 1 1 1 . 5 1 0 0 1 1 4 . 4 1 0 0

1 9 2 4  .............................. 1 2 0 . 7 1 0 5 . 6 1 1 8 . 0 1 0 5 . 8 1 2 1 . 0 1 0 5 . 8

1 9 2 5  .............................. 1 2 4 . 1 1 0 8 . 6 1 3 4 . 8 1 2 0 . 9 1 1 6 . 0 1 0 1 . 4

1 9 2 6  .............................. 1 2 8 . 1 1 1 2 . 1 1 3 7 . 4 1 2 3 . 2 1 2 4 . 0 1 0 8 . 4

1 9 2 7  .............................. 1 3 1 . 8 1 1 5 . 3 1 4 2 . 1 1 2 7 . 4 1 2 7 . 8 1 1 1 . 7

1 9 2 8  .............................. 1 3 9 . 6 1 2 2 . 1 1 4 5 . 9 1 3 0 . 8 1 3 1 . 0 1 1 4 . 5

1 9 2 9 .............................. 1 4 6 . 7 1 2 8 . 3 1 5 4 . 8 1 3 8 . 8 1 3 4 . 2 1 1 7 . 3

1 9 3 0 .............................. 1 4 0 . 7 1 2 3 . 1 1 5 8 . 3 1 4 2 . 0 1 4 2 . 7 1 2 4 . 7

1 9 3 1 .............................. 1 3 1 . 4 1 1 5 . 0 1 3 2 . 6 1 1 8 . 9 1 3 5 . 9 1 1 8 . 8

1 9 3 2  .............................. 1 3 1 . 5 1 1 5 . 0 1 7 4 . 9 1 5 6 . 9 1 4 8 . 3 1 2 9 . 6

1 9 3 3  .............................. 1 3 6 . 9 1 1 9 . 8 1 8 6 . 2 1 6 7 . 0 1 6 2 . 5 1 4 2 . 0

V
IT  *  r .  For (bo valuos of V and E, ct. tables X L , p. 139 and XLIV, p. 145.
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The combined action of the three factors in unemployment 
is represented in the usual manner in diagram XXXVIII.

DIAGRAM X X X V III.— DEVELOPMENT OF UNEMPLOYMENT 
IN INDUSTRY IN THE SCANDINAVIAN COUNTRIES

( S  a n d  V  f o r  1 9 2 3  =  1 0 0 )

Sweden

40 40

50

2046
10

O

Norway

90-------------------------------------- W

Denmark

50-------------------------------------- 50
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In all three countries, the opportunities of employment were 
inadequate even long before the war. In the case of Sweden the 
decisive factor was the increase in the number of persons in 
search of employment from 1910 to 1920 as a result of a permanent 
structural change 1. In Norway it was the excessive increase in 
individual output that was one of the main causes of unem­
ployment 2. In other words, the overcrowding on the Swedish 
labour market was due to demographic causes, whereas in Nor­
way unemployment was of a technological character. In Den­
mark, on the other hand, there was no excessive influx of new 
workers to the occupied population, nor was there any exagge­
rated technical progress. But the expansion of industry 3 was 
not sufficient to provide employment for all the available labour. 
The resulting permanent unemployment may be described as 
economic in the narrow sense.

Poland and Hungary

Poland and Hungary arc definitely agricultural countries, in 
which the great majority of the population works on the land. 
Industry is not highly developed, and small undertakings predo­
minate.

During the years 1920-1921, the population of these countries 
was distributed as follows :

Poland (1921) Hungary (1920)
In thousands Per cent. In thousands Per cent.

Agriculture................
Mines and manu­

10,209.9 75.9 2 ,1 2 0 .7 58 .2

factures .................. 1 ,203 .3 9 .4 719.8 •19.7
Other occupations . . 1 ,990 .0 14.7 807.3 22.1

T o ta l.. . 13,523.2 100.0 3 ,653 .8 100.0

In countries where agriculture is so preponderant, the urban 
labour market is bound up with the rural one : labour flows from 
the country to the towns or back to the country according to the 
economic situation. * *

i Cf. table X L II , p. 141 and diagram X X X V III , p. 147.
A T

* Cf. on diagram X X X V II I  the columns E — — > which rise very high
above the line Cli (1923). 1 +  A 1

a Cf. the black downwards-pointing columns on the diagram.
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The official statistics of unemployment in Hungary and Poland, 
which show the number of unplaced applicants for employment 
registered with the employment exchanges, cannot give an 
accurate idea of the real extent of unemployment.

The number of officially registered unemployed workers in 
these countries is very small. The average for the year was as 
follows (in thousands)1 :

1926 1927 1928 1929 1930 1931 1932 1933 1931
Poland . . . . .  190 164 120 129 227 300 256 250 342
Hungary . 13 14 15 15 44 52 66 61 52

For the year 1933, therefore, the number of unemployed 
would appear to have increased as a result of the depression by 
only 120,000 in Poland and 40,000 in Hungary as compared 
with 1929.

But the situation appears in quite a different light when studied 
with the aid of the employment statistics. For Poland these 
statistics cover large and medium-sized industrial establishments 
and the public services. In Hungary the employment statistics 
are based on the reports of the compulsory insurance scheme, 
which covers more than a million workers.

The index numbers of employment for the two countries, 
reckoned as an average for each year, varied as follows (1929 
=  100) 2 :

1927 1928 1929 1990 1991 1992 1993 1931
Poland ................  80.5 90 .7  100.0 80.8 73.0  03.3 02.0 08 .0
H ungary.............. 08.3 101.3 100.0 94.3 80 .2  82.0  81.1 86.0

According to these figures, the number of wage earners in 
employment decreased during the depression by about 37 per 
cent, iji Poland and from 18 to 19 per cent, in Hungary. That 
means that almost a million workers were dismissed in Poland 
and some 200,000 or 250,000 in Hungary.

It is interesting to compare these employment figures wilh 
those of industrial production. If 1929 ~  100, tlie index num­
bers of production for Poland and Hungary will bo as follows 
(average for the year)3 :

1927 1928 1929 1930 1931 1932 1933 1934
Poland ....................... 88 100 100 82 60 54 55 63
H ungary....................  08 99 100 03 80 74 81 05

1 Statistical Yearbook of the League of Nations, 1033-1034, pp. 53-54, 
and Monthly Bulletin of Statistics, 1934.

2 L eague ' of  N a t io n s  : Monthly Bulletin of Statistics.
3 Cl*, diagram X X X I X , p. 150.
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DIAGRAM X X X IX .— INDEX NUMBERS OF EMPLOYMENT 
IN INDUSTRY IN POLAND AND HUNGARY

Poland Hungary

Employment. 
Industrial production.

The agreement between the index numbers of employment and 
those o f production proves that in both these countries the 
spread of unemployment during the depression kept pace with 
the gradual decline in production. In consequence of the eco­
nomic structure of the countries, however, only a very small 
fraction of this increase in unemployment was registered by the 
exchanges, and the amount of “ invisible ” unemployment far 
exceeds the amount o f officially registered unemployment.

Japan

Japan, as is well known, is one of the young capitalist coun­
tries with a rapidly developing industry. But in spite of its 
achievements in this field, which have begun to cause serious 
uneasiness to the large, old-established capitalist countries, Japan 
remains predominantly an agricultural country. It is a signi­
ficant fact that there has been no industrialisation of the popu-
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lation during recent years. The distribution of the occupied 
population in 1920 and 1930 was as follows (in thousands)1:

1920 1930 Inoresw© (+ )  
or doorcase (— )

Agriculture...................................... 14,661 14,724 4- 63
Mines.................................................. 424 236 — 188
Manufacturing industry.............. 5,297 5,291 — 6
Commerce........................................ 3,290 4,463 -b 1,173
Transport......................................... 923 1,109 4"

4

186
Public services and liberal pro­

fessions ......................................... 1,482 2,031 549
Domestic service........................... 655 806 4- 151
Other occupations......................... 528 561 b 33

Total occupied population . . . 27,261 29,221 4- 1,960

The increase in the occupied population (about 7 per cent, 
in 10 years) was distributed over every branch of the economic 
system with the exception of manufacturing industry and mines.

But the group of the occupied population classified as belonging 
to industry is too varied for these figures to he used for the 
purpose of this study : it includes not only those employed in 
modern capitalist undertakings but also a large number of 
craftsmen and home workers. It is therefore better to consider 
industrial establishments in the narrower sense.

Table XLVI shows that the modern type of undertaking is 
gaining ground in Japan. Although the total number of persons 
in industrial occupations remained unchanged from 1920 to 1930, 
the number of workers in capitalist undertakings increased by 
20 per cent, from 1919 to 1928.

But this increase seems comparatively slight when set over 
against the development of industrial production, for which the 
index number has been as follows 2 :

MineB Manufacturing All
indUBtries induHtry

1 9 1 3 ................ ...........  100 100 100
1 9 2 0 ................ ...........  121 162 157
1 9 2 1 ................ 188 176
1922 ................ ...........  114 197 184
1923 ................ ............ 115 206 192
1924 ................ ...........  122 221 206
1925 ................ ...........  129 241 222
1926 ................ ...........  129 271 249
1927 ................ ............ 135 274 251
1928 ................ ...........  139 295 270
1929 ................ ...........  143 324 297
1930 ................ ............ 146 300 278
1 9 3 1 ................ ...........  124 303 276

1 Statistical Yearbook of the League of Nations, 1933-1934, p. 40. 
* “ Institut fiir Konjunkturforschung ”, Berlin.



TABLE XLVX.— INDUSTRIAL ESTABLISHMENTS IN JAPAN1

Undertakings employing

Year
from 5 to 9 

workers
from 10 to 100 

workers
100 or more 

workers

Total

Number of establishments

1909 .................................... 10,802 14,300 1,120 32,228
1914 .................................... 14,055 15,098 1,304 31,717
1919 .................................... 20,118 21,587 2,243 43,949
1024 .................................... 23,415 22,531 2,448 48,394
1928 .................................... 29,110 24,012 2,820 55,948

Number of workers (in thousands)

1909 .................................... 108 344 348 801
191 4 .................................... 94 393 401 948
1919.................................... 137 578 890 1,012
1924 .................................... 154 570 1,000 1,790
1928 .................................... 195 024 1,118 1,930

i International Labour Office : Industrial Labour in Japan, Geneva, 1934, pp. 22 
and 23.

The index number of production in manufacturing industries 
may be compared with the number of workers in industrial 
establishments employing 10 or more persons, which varied as 
follows (in thousands):

1 9 1 4 ................ ...........  854 1925.............................  1,051
1 9 1 9 ................ ...........  1,475 1920.............................  1,701

...........  1,0071920 ................ ...........  1,304 1927..................
1 9 2 1 ................ ...........  1,473 1928............................  1,049 1
1922 ................ ...........  1,530 1929.............................  1,852
1923 ................ 1930.............................  1,087
1924 ................

The divergence between the index number of production for 
Japanese industry and the index of the number of workers in 
industrial occupations shows the progress in industrial technique 
that Japan lias made in recent years.

The curves in diagram X L  show that, up to 1924, the increase 
in production was due mainly to the increase in the numbers 
of persons employed. The curve of the volume of production

1 Revised number, Cf. table XLVI.
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follows very closely, in the left half of the graph, the curve of 
the number of workers employed in industry. Consequently the 
curve of individual output is almost horizontal in this section 
o f the graph, since technical progress was quite insignificant from 
1914 to 1924. From 1924 onwards the situation changed. The 
number of persons employed rose very slightly, but the output per 
head increased. In this part of the graph, the production curve 
follows the curve of individual output, while the curve of those 
employed is almost horizontal. It may therefore be concluded 
that before the world depression began the tendency to replace 
human labour by machinery had manifested itself in Japan.

DIAGRAM X L .— INDUSTRIAL PRODUCTION IN JAPAN

-----1 Voluino of production.
Number of perrons employed. 

mmmmm Individual output.

In mines, this process had been going on for a long time. The 
output of coal and ore in 1930 was 20 per cent, more than the 
quantities extracted in 1920, although the number of persons 
employed had been considerably reduced K

But the Japanese statistics of the labour market do not give 
a clear picture of the effects of technical progress on employment. 1 ll

1 Cf. census figures for 1930, p. 151.
ll



The census of the unemployed, made every five years, is incom­
plete, and it scarcely seems possible to make use of the results. 
The number of unemployed persons registered in industrial and 
mining centres was 105,612 in 1925 and 155,575 in 1930 K

It is nevertheless certain : (1) that the number of workers in 
Japan is increasing by several hundreds of thousands annually; 
(2) that the number of wage earners employed in industrial 
undertakings with 10 or more workers did not increase by more 
than 36,000 from 1925 to 1930; (3) that in 1930 the number of 
persons employed in industry was 165,000 lower than in the 
preceding year.

When faced with these facts, one is inclined to east doubts on 
the accuracy of statistics that show an increase of only 50,000 in 
the unemployment figure. Even supposing that the method used 
is in itself faultless, the statistics must be based on an unduly 
narrow interpretation of the term " unemployed ”, so that only 
a small fraction of those who have no work are registered as being 
unemployed.

For recent years, Japanese statistics provide an index number 
of employment based on figures for a certain number of typical 
undertakings in different branches of production. Table XLVII 
reproduces this index, together with the Mitsubishi index of 
production, which also covers manufacturing industry. The 
ratio of these two index numbers to each other gives the index 
of individual output (labour productivity).

TABLE XLVII.— MANUFACTURING 
INDUSTRY IN JAPAN 

(1929 =  100)
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Year
N umber 

of wajfe earners 
employed (E)

Production
(V)

Individual
output

1 0 0 T ^ - ^

1920............................................... 109.8 77.9 71
1927............................................... 104.1 83 .0 80
1928............................................... 99 .2 89.4 90
1929............................................... 100.0 100.0 100
1930............................................... 90 .0 94.0 105
1931............................................... 81 .7 97.2 119
1932............................................... 82 .0 103.1 126
1933............................................... 89 .9 119.0 132
1934............................................... 100.1 129.7 130

1 I n t e r n a t io n a l  L a b o u r  O f f ic e  : Industrial Labour in Japan, p. 282.
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The rate at which individual output increased was more or 
less steady throughout the period in question. If 1929 =  100, 
the increase in the output per head of those in employment was 
as follows :

From 1926 to 1927 
„ 1927 „ 1928
„ 1928 „ 1929
„ 1929 „  1980
„  1930 „  1931
„ 1931 „ 1932
„ 1932 „ 1933

- f  9
-f 10 
I 10 
-I- 5
-4- U 
'I 7
i G

Average for the year H 9

DIAGRAM  X L I .— INDU STRIAL PRODUCTION IN JAPAN  

(1929 -  100)

Volume of production.
Number of wapjo earners employed. 
Individual output.

The rate o f increase slackened only in 1930, but it was made 
good the following year.

The curve of individual output dominates diagram XLT, 
crossing it diagonally from the bottom left to the top right corner. 
The decline in production in 1930*1931 was very slight, and had 
there been no technical progress a slight reduction in hours of 
work, such as took place in other countries, would have sufficed 
to prevent any extensive dismissal of workers. These dismissals 
were therefore due, not so much to the fall in production, but
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rather to the elimination of human labour by new technical 
methods. The unemployment that developed in Japan during 
this period must therefore be classed as technological.

With regard to its extent, there are monthly estimates of unem­
ployment, published by the Japanese statistical services from 
1930 onwards. They give the following annual averages :

1930 1931 1932 1933 1934
Actual figures. . . .  309 423 480 409 373
Percentages .........  5 .3  6 .1 0 .8  5 .6  5 .0

It is difficult to reconcile these figures with other Japanese 
statistics. From 1926 to 1931 the index of employment (1929 
=  100) fell from 109.8 to 81.71. The number of persons employed 
in industrial undertakings would thus appear to have been reduced 
by 25 per cent., and that in itself must have meant, at a conser­
vative estimate, the dismissal of 400,000 or 500,000 wage earners.

But in the meantime the number of persons in search of work 
had increased by reason of the natural growth of the population 
and the migration of surplus agricultural labour to the towns. 
The question therefore arises : wliat has become of all those extra 
workers? Did they become craftsmen, or have they realised that 
there is no place for them at nature’s banquet. In that case, 
to pursue the metaphor of Malthus, they must be waiting at the 
door of the banqueting hall—uninvited guests. They have not 
disappeared from this world, but they have found no regular 
occupation in the town, and they have probably returned to the 
village or are reduced to earning a livelihood by picking up casual 
jobs here and there, for that is the fate to which hundreds of 
thousands, or even millions of men and women are condemned 
in an overpopulated country. Whether or not they are unem­
ployed is a question they themselves would probably be unable 
to answer. The statistics of the labour market, in any case, 
know nothing of their existence. I f they are unemployed, they 
must be classified under " invisible unemployment

1 Cf. table X L VII, p. 154 and diagram X L I, p. 155.
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CONCLUSIONS

The attempt must now be made to draw some conclusions 
from this analysis of the development of the labour market in 
various countries. These conclusions fall under two heads : 
(a) economic phenomena and (b) statistical problems arising 
out of these phenomena.

*
¥  *

1. The development of employment possibilities in the various 
countries since the war has not been at all uniform, notwithstan­
ding the fact that three depressions have shaken the economic 
life of the world during these sixteen years and that each of the 
depressions has been international in character and spread to a 
number of countries.

The first of these depressions in point of time (1920-1922) wras 
essentially the consequence of demobilisation. It began in the 
United States about the middle of 1920 and spread successively 
to Great Britain, the Scandinavian countries, Belgium, Italy and 
a few other countries. France, Germany, the Danubian States 
and Japan escaped.

When this first wTave of depression had passed, there was a 
spell of reasonable economic activity in most countries. But it 
wns #not long before a second depression set in (1920-1927) 
centring this time in Great Britain and Germany. In Britain 
this fresh depression wras attended by serious social conflicts 
(the extensive coal strike); in Germany it whs connected with 
the rationalisation of undertakings. This depression spread to 
the Scandinavian countries (more especially to Norway and 
Denmark) and to some parts of Eastern Europe (Poland).

The period that followed was one of economic recovery, but 
the boom was not sufficiently marked to absorb all the existing 
unemployment.

Towards the end of 1929 came the world depression. From the 
United States, where it first made itself felt, it spread like wildfire 
throughout the world. Unemployment grew' beyond all measure,
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reaching its peak in the summer of 1982. Since then, employment 
has improved slightly in most of the industrial countries; there 
are only a very few countries in which unemployment has con­
tinued to spread.

2. The characteristic feature of the period between the end of 
the war and the beginning of the world depression was the fact 
that in many countries the development of employment failed to 
keep pace with the growth of production. This was the case in 
the United States in the middle of a period of marked prosperity, 
as also in Great Britain, with its standing army of unemployed 
workers, in Germany during the years of economic recovery, 
in Japan, the Scandinavian countries, etc.

It was during 1929 that the economic situation of the world was, 
comparatively speaking, most prosperous. But even at that date 
there were more workers unemployed or on short time in many 
countries than there usually were during periods of depression 
before the war \ Even before the world depression, the labour 
markets of these countries were much overcrowded, their eco­
nomic systems could not utilise all the available labour, and 
unemployment was gradually spreading. During the war and the 
period immediately following the armistice, there was practically 
no unemployment in the world; there was enough work for all. 
But this did not mean that the supply of and the demand for 
labour were really in stable equilibrium. And such a position 
of equilibrium had first to be found if the economic and social 
progress of the world after the war was to be guaranteed. No 
such position was found, and in the preceding analysis it has been 
seen how the balance was disturbed in various countries by the 
joint action of demographic, technical and economic factors.

8. From the demographic point of view, two separate phases 
can be distinguished in the post-war period : up to 1930, the age

1 The percentage of trade union members* unemployed or on short time 
in June-July 1929 was :

Completely' On short
unemployed time

Germany ..............................................................  8 .5 6.8
Great Britain (unemployment insurance)... 7 .0 2.4
Sweden..................................................................  7 .2 —
Norway................................................................... 11.3 —
Denmark ..............................................................  10.0 —
Australia ..............................................................  10.0 —
New Zealand................................................................ 9 .3  —
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groups entering occupational life were well stocked; after that 
date came the age groups from the war years, when the birth-rate 
had been low.

During the first phase, up to 1930, there were three determining 
factors in the influx of new workers to the occupied population :

(<*>) the natural increase (at a rather high rate) of the popu­
lation of working age;

(b ) the removal of certain vestiges of the war years, when 
large numbers of women had temporarily engaged in occupational 
activities;

(c) the decline of international migration movements as 
compared with the pre-war period.

Under the influence o f these three factors, the occupied popu­
lation in most countries increased from year to year. The rate 
o f increase was quite high, but as a general rule it did not exceed 
the pre-war rate 1 2.

In the second phase, which covers the years of world-wide 
depression, the pressure on the labour market in Germany, 
Great Britain, France, Italy and some other countries was appre­
ciably relieved by the decline in the influx of new labour a. This 
to  some extent mitigated the effects of the decrease in production 
on employment possibilities.

4. The distribution of the population over the various occupa­
tional groups may be considered as a demographic problem in the 
wide sense. The gradual industrialisation of the population was 
a characteristic feature of the pre-war period : the proportion of 
the occupied population in industrial occupations rose, and 
these occupations were able to absorb the surplus supply of labour 
from rural areas.

After the war, the industrialisation of the population ceased in

1 In the United States, the annual increase in the occupied population 
was 0.9 per cent, from 1910 to 1920 and 1.6 per cent, from 1920 to 1930 
(as against 2.3 per cent, from 1869 to 1899 and 3.2 per cent, from 1899 to 
1913). In Great Britain, the occupied population increased by 1.4 per 
cent, annually on the average from 1923 to 1929, as compared with 1.2 per 
cent, from 1861 to 1911. In Germany the annual increase was 1.1 per <>cnt. 
from the middle of 1925 to the beginning of 1930, and 1.6 per cent, from 
1882 to 1907 In France and Italy, on the other hand, the occupied popu­
lation fell in numbers after 1920.

2 In Germany, for example, the number of wage earners varied as follows :
20.293.000 at the beginning of 1927; 21,127,000 at the beginning of 1930;
20.832.000 at the beginning of 1933.



many countries. In the United States, Great Britain, Japan and 
Norway, industrial occupations are so crowded that they have 
ceased to attract the new elements in the occupied population
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5. Everywhere the power of industry to absorb the additions 
to the occupied population has waned. In every country that 
has been affected by the latest depression and that has statistics 
of its labour market it has been found that the seat of the disease 
of unemployment lies in mining and manufacturing industry (not 
including building). But this phenomenon is always obscured to 
some extent by the fact that wage earners in search of employ­
ment are gradually forced into other occupational groups.

The absolute or relative decrease in the ability of the industrial 
occupations to absorb additional labour must be attributed to 
the changes that occurred : (1) in the rate of increase of the 
volume of industrial production; (2) in the output per head of 
industrial workers.

In all the cases studied in the preceding pages, it has been seen 
that before the war the volume of production increased more 
rapidly than did the individual output of the occupied population 
in industry (or of the wage earners emidoycd in industrial under­
takings).

Great Britain, 1801-1911 
United States, 1869-1899 

1899-1913 
Germany, 1882-1907 . . . .

Percentage annual increase in 
the volume of individual

production (AY) output. (AT)
1.85 0.59
5 .6  2 .3
4 .5  1.1
4 .3  2 .1

No figures are available for recent years that permit of an 
accurate comparison, for the period that could be considered 
would be too short and would cover only part of the economic 
cycle. Nevertheless, the figures for the years immediately 
preceding the economic depression are extremely interesting :

Percentage annual increase in

United States, 1923-1929 . .

the volume of 
production (AV)

2 .9

individual 
output (AT)

4 .8
Great Britain, 1924-1925 . . 2 .2 2 .7
Germany, 1926-1929 ........... 9 .0 3.1
Italy, 1923-1929 .................. 7 .3 5 .5
Czechoslovakia, 1921-1929 . 6 .3 3 .2
Sweden, 1923-1929................ 5 .4 4 .2
Norway, 1923-1929 .............. 4 .7 5 .6
Denmark, 1923-1929 ............ 8 .0 2 .7
Japan, 1920-1929 ................ 8 .7 12.1

1 The same phenomenon has been noted in Portugal and India.
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Before the depression, then, industrial production in the 
United States, Great Britain, Japan and Norway was increasing 
less rapidly than the individual output of the workers employed 
In these countries, AT >  AY, which meant the elimination of a 
certain amount of labour from the production process. The 
unemployment that had grown up in industrial occupations in the 
United States, Japan and Norway before the depression may 
therefore be considered technological unemployment. In the 
case of Great Britain the situation is rather more complex : the 
unduly slow growth of production was really the cause of the 
disproportion in the development of the various factors.

On the other hand, no evidence of technological unemployment, 
can be found in the case of Germany, France, Italy, Czechoslo­
vakia, Sweden or Denmark. It is true that human labour was 
displaced by machinery in these countries too, but this was 
counterbalanced by an increase in production that absorbed the 
labour thus set free.

6. The unemployment that has come into existence since 1029 
is due entirely to the decline in industrial production. In every 
country this unemployment was at first concentrated in the same* 
branch of the economic system—industry. The other groups 
o f occupations were not affected until later, and then much less 
acutely.

The amount of work to be performed during the depression 
kept pace with the falling rate of industrial production, but the 
undertakings were able, by spreading employment over a larger 
number of workers, to retain in their service a fraction of those 
wha would otherwise have been dismissed as superfluous. When 
estimating the extent of unemployment during the depression, 
therefore, one must add to the official number of registered 
unemployed persons both those who are on short time and those 
“ invisible ” unemployed persons who did not apply to the 
exchanges because they did not expect to get any help from 
them.

1 The various percentages arc not comparable with each other, lrnving 
been obtained by a variety of methods and referring to different groups of 
undertakings. But the two percentages for each country cover more or less 
the same groups of undertakings and occupations. I he sources of error 
involved in comparing the two are no greater than the possibilities of error 
in the original figures from which the percentages were calculated.



The technological unemployment of 1929 might be thought to 
be insignificant and harmless when compared with this disastrous 
unemployment of economic origin. But nothing could be more 
mistaken than such a conclusion. The recent depression might 
never have reached such alarming proportions if the economic 
equilibrium of the world had not first of all been upset by the 
growth of unemployment right in the middle of a period of econo­
mic recovery and prosperity.
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♦ ♦
★

This brief summary of the conclusions that may be drawn 
from the study of the labour market in several countries leads 
to the further question of how the development of employment 
or unemployment can best be kept under continuous obser­
vation.

The development of unemployment in each country was 
explained in these pages by the conjunction of demographic, 
technical and economic factors, the combined action of which 
was expressed in this formula:

A Ch =  AS + E
AT

’ T +  AT
-  AV 
T -f  AT*

The various analyses were intended to test the value of this 
formula. In so far as it has survived the test, the conditions to 
be satisfied by statistics of the labour market may be summed up 
in the following points.

1. The point of departure for any statistics of the labour market 
must be as accurate information as possible concerning the size 
and composition of the available labour supply (S) of the country. 
These data should be available in the census. The census must 
therefore provide detailed information as to the social distribution 
of the population over the various branches of economic activity, 
the distribution of the wage earning population by sex 
and age and the amount of unemployment at the date of the 
census. 2

2. On the basis of these figures, the probable development of 
the population of working age in future years should be calculated



for each country with the help of mortality tables \ The series 
o f figures thus obtained should be constantly corrected and kept 
up to date by reference to immigration, emigration and other 
statistics.

3. From the estimated development of the population of 
working age it is possible to estimate the probable increase in the 
occupied population and, more particularly, in the number of 
wage earners (AS).

A comparison of the development of the available labour supply 
with the development of employment (E) enables the investigator 
to assess the total amount of unemployment—a figure that may 
differ appreciably from the figures obtained by direct observation 
through sickness or unemployment insurance funds or the factory 
inspectorate.

The statistics of employment and unemployment require to be 
improved. It is specially necessary to calculate a separate 
index number of employment in industry (possibly including 
mines, but with a separate index for building). Permanent 
unemployment has its roots in the industrial occupations, which 
have ceased to absorb the influx of workers from the country to 
the towns; it is the loss o f stable equilibrium in these occupations 
that reacts on the whole economic system and disorganises its 
other branches. Exact statistics for industrial occupations can 
therefore provide a key to the development of the economic 
system as a whole 2. An index number of employment or unem­
ployment that embraces indiscriminately industrial occupations, 
building, commerce and transport, the liberal professions and 
perhaps even agriculture is really of very little use. The best
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1 The author has in mind the study made by Mr. A. L. BowJey for the 
League of Nations in 1920, to which reference has several times been made 
in these pages. The results of his work are now out of date, and the calcu­
lations should be made again on a broader basis, with a view to assessing 
the probable growth of the middle age groups from year to year and not 
merely the estimated number at a given date (e. g. 1940 or 1945).

8 It is for the same reasons that building should be kept separate from 
industry in the narrower sense. The evolution of these two branches 
follows different, and sometimes contrary, trends. In the United States 
and in Great Britain the building trade absorbed some of the labour displa­
ced from mining and manufacturing industries, by machinery or the decline 
in production; in Germany, on the other hand, the building trade is the cause 
of seasonal fluctuations in employment; in France, it was the great building 
activity during the depression that stimulated employment in various other 
branches of the economic system.
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solution would be to have four distinct index numbers fo r :
(a) manufactures and mining; (b) building; (c) commerce and 
transport; (d) other occupational groups.

4. It is very important that there should be exact statistics of 
short time and of the spread-over of employment Experience 
shows that these statistics can equally well be linked up with 
those of unemployment (Germany) or with those of employment 
(France, United States). In this case also industry should be 
kept separate from other branches.

5. As was pointed out above, the statistics of production, 
employment and unemployment should be so co-ordinated that it 
is possible at any given moment to determine the development 
of output per head of those employed and per hour worked, not 
only for industry as a whole but also for the various branches 
of industry.

In these days it is time to have done with economic and social 
policy that gropingly seeks its way in the darkness. It must 
rise to the level of technical progress and be able to base its 
action on a full knowledge of the real facts of the moment and 
an adequate forecast of future trends.

The task of economic and social policy would be considerably 
lightened by the existence of unemployment and employment 
statistics satisfying those conditions. Such statistics would be 
like a powerful searchlight penetrating the darkness of the future; 
they would reveal in time the factors that threaten to uppot 
the equilibrium of the economic and social system of a country, 
so that the danger could be met while there were still healthy 
sectors of the economic system to serve as bases for the necessary 
defensive operations.
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APPENDIX

APPLICATION OF THE MATHEMATICAL FORMULA 
FOR UNEMPLOYMENT TO EMPIRICAL SERIES OF

FIGURES

The application o f the formula

A Ch -  AS -f E AT
* T +  AT

AV
T + AT*

will be demonstrated below, taking as an example the development of 
unemployment in Great Britain from 18(30 to 1910*

Three series of figures are given :
(a ) the index number of persons in industrial occupations (S);
(b )  the percentage o f persons in industrial occupations who were 

unemployed (Ch as a percentage of S);
(c )  the volume of production (V).

I860 1870 3 880 1800 1000 1010
S — 100 118.0 129.2 148.8 109.4 191.7
Ch (as percentage of S) — 1 .9  8 .9  5 .2  2.1 2 .4  4 .7
V ^  100 129.4 155.9 182.4 282.4 250.0

The value S for each year is multiplied by the percentage of unem­
ployed persons. This gives the index number of unemployment (Ch) 
in terms of the occupied population at the beginning of the observation 
period, in 1800. These figures are then deducted from the figures for 
the^occupicd population for the corresponding years. The difference 
indicates the changes in the number of members of the occupied 
population actually in employment (E).

1S«0 1870 3 880 1890 1900 KUO
Ch =  1 .9  4 .4  0 .7  8.1 4 .1 9 .0
E  — 98.1 108.0 122.5 145.7 105.8 182.7

The index number o f production (V) is then divided by the index 
of the number of persons in employment (E) to obtain the develop­
ment of individual output, the basis of comparison (which in this case 
is 1 and not 100) being the production that would have been obtained 
at the beginning of the observation period (1800) per head o f the 
occupied population engaged in industry if all these persons had been 
in employment, at that time (i.e., if E =  S =  100).

This g ives :
1800 1870 1880 ‘1890 1900 ,1910

T =  1.019 1.192 1,278 1.252 1.406 1.868
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In the following calculations, T  will be used to indicate the figure 
for 1860 in the above series —  i.e., 1,019. AT will be used to express 
the difference between the succeeding figures in the series and this 
initial figure. This gives two new sets of figures :

AT =  
AT

T +  AT

I860 1870 1880 1890 1900 1910
0 0.178 0 .254 0.233 0.387 0.349

0 0.145 0.199 0.180 0.275 0.255

The value of the three terms of the formula must now be calcu­
lated :

I860 1870
AS = 0 13.0

T -f AT 0 14.2

AV
T +  AT 0 24 .7

1880 1890 1900 1910
29.2 48.8 69 .4 91 .7

19.5 18.2 27 .0 25.1

43 .9 65.8 94 .2 109.7

AS represents the influx of new members of the occupied population 
to the labour market. If it be assumed that the volume of production 
remained constant (AV =  0) and that the technique of production 
remained unchanged (AT == 0), the number of unemployed persons 
(in 1860, Ch =  1.9) would have been 1.9 +  AS for each year. In order 
to allow for technical progress, one must add to this sum the amount 
of labour that would have been eliminated from the production process 
as a result of this progress if the volume of production had not increa­
sed. This amount of labour is represented by the value of E . ^ ^Tax*

ATThis gives 1.9 +  AS +  E  . ^ w h i c h  represents the number
of persons that would have been unemployed if—and the hypothesis 
is quite impossible—the population and technical progress had deve­
loped as they actually did, while the volume of production remained
constant. From this sum must be deducted the value of ~rji
which represents the absorption of unemployment as a result of 
increased production. » * -

I860 1870 1880 1890 1900 1910

S =  1.0 +  AS +  E . t ;„ =  1 .9  29.1 5 0 .C 08.9 98 .3  118.7

C h

T  +  A T  

T  +  A T
=  1 .9  4 .4  6 .7  8 .1  4 .1 9 .0

This is the method used for calculating the quantities represented 
in diagrams IV, V, IX, XVI, XXXII, XXXV and XXXVIII.


