
Labor Market Developments

THE LABOR MARKET this year has re-
flected an economy operating at advanced
levels but with some divergent trends. Em-
ployment increased to midyear and has
since continued at or near record levels.
Additions to the labor force have been
readily absorbed into productive activity,
and unemployment has remained at the low
rate which has prevailed since early 1955.
Wage rates have increased further, influ-
enced by continued strong demands for
many types of labor and by rising consumer
prices, and total wages and salaries reached
a new high in August.

The rise in employment this year, how-
ever, has not been so large as in 1955 or
1956 when economic expansion was more
rapid and general. In agriculture, employ-
ment declines have apparently resumed after
a period of stability. In nonfarm activities
in recent months employment, seasonally
adjusted, has been relatively steady; expan-
sion beyond previous record levels in some
activities has offset contraction in others.
Demands for labor have been strongest in
nonmanufacturing activities, as can be seen
in the chart. Employment in trade, services,
and State and local governments has risen
sharply and without interruption since mid-
1954. Construction employment has stabi-
lized this year following a rapid rise.

In manufacturing, employment changed
little last year, and so far this year the
number of workers and average hours
of work have drifted downward. Lower
levels of employment reflect mainly small
declines among the different manufactur-
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ing industries. Recent curtailment in the
defense program has reduced employment
somewhat in aircraft and related activities
where it had expanded in the last half of
1956 and early 1957. Declines this year
have occurred entirely among production
workers; the number of professional, man-
agerial, and clerical workers on manu-
facturing payrolls has continued to in-
crease.

In most major labor market areas, supply
and demand for workers appear to be well
balanced currently. There are relatively
few major areas with substantial labor sur-
pluses—about the same number as a year
ago—and these include mainly textile and
coal-mining towns where the unemployment
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problem has prevailed over a long period.
Shortages of professional, technical, and
skilled workers persist despite some easing
from the influx of recent graduates into the
labor market and from curtailments in some
activities.

WAGES

Wages have risen further this spring and
summer, and in August weekly earnings in
manufacturing were 3.5 per cent larger than
a year earlier. As in most of the postwar
period, rising wages accompanied advanced
levels of economic activity, expanding em-
ployment, and low unemployment.

The sustained rise in consumer prices
since early 1956 has been an additional im-
portant factor in wage determination. The
number of labor-management contracts con-
taining cost-of-living escalator clauses has
increased sharply. Relatively large wage
increases negotiated in recent months in
the rubber, petroleum, construction, and
other major industries were also influenced
by higher living costs. Moreover, in activi-
ties largely outside the sphere of direct union
bargaining, wages have advanced to new
highs under the pressure of rising living costs
as well as expanding demand for labor. Al-
though in some industries wages have in-
creased more sharply than prices since early
1956, the rise in average earnings for the
economy as a whole, as well as for produc-
tion workers in manufacturing, has been
largely matched by the increase in consumer
prices.

Money earnings in manufacturing have
increased substantially in the postwar period,
but increases in real earnings have been
significant only in those periods when con-
sumer prices were relatively steady, as may
be seen in the table. During periods of

CONSUMER PRICES AND EARNINGS
OF PRODUCTION WORKERS IN MANUFACTURING

Period

24 months ending:

July 1948
July 1950
July 1952
July 1954

July 1956

16 months ending:

July 1957

Percentage increase, or decrease (—)

Consumer
price
index

23.3
- 1 . 3
10.9
1.0
1.6

5.3

Average
weekly

earnings

24.4
9.7

11.2
7.7

10.8

4.3

Average
hourly

earnings

24.8
7.4

13.0
9.1
8.9

6.2

NOTE.—Bureau of Labor Statistics data.

rapid price increase, money wages have
about kept pace with the cost of living, and
any gains in real earnings have been very
small or confined to those industries where
employees have relatively strong bargaining
power. In nonmanufacturing activities,
also, advances in money earnings have been
fairly steady and widespread, but gains in
real earnings have occurred only during
periods of stable consumer prices. In most
of these lines, however, money wages have
not adjusted to rising prices as promptly as
they have in manufacturing.

Collective bargaining. Long-term agree-
ments, effective for two, three, or even five
years and generally providing for fixed an-
nual wage increases, have spread rapidly
and have become an outstanding feature of
collective bargaining. In 1956 such agree-
ments were negotiated for the first time in
the steel, meatpacking, and railroad indus-
tries. This year, their use has been extended
further in the construction and transporta-
tion industries. More than 5.5 million work-
ers will receive automatic wage increases in
1957, compared with 2 million in 1956.
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Long-term agreements with fixed annual
wage increases also frequently contain esca-
lator clauses providing for quarterly or semi-
annual wage adjustments for changes in con-
sumer prices. This year cost-of-living ad-
justments will be given to a record number
of more than 4 million workers who will also
receive automatic wage increases. In addi-
tion, at least 300,000 unorganized workers,
mainly office workers in establishments
where plant workers are under collective
agreements, are covered by such clauses.

Supplementary benefits—for the most part
not reflected in the statistics on earnings—
have continued to expand. Extension of
pension and insurance programs has been
a feature of collective bargaining contracts
in 1956 and 1957, as in immediately
preceding years. The amount of paid lei-
sure time provided in contracts has also
increased: vacation periods for employees
have lengthened and, in addition, seven or
eight paid holidays a year are now more
frequent.

Also important, although outside the
scope of collective bargaining, is liberaliza-
tion of the Federal Social Security program.
In late 1956 women became eligible for re-
tirement benefits at age 62 rather than 65.
Coverage was extended to additional pro-
fessional persons and self-employed farmers.
Separate legislation extended contributory
coverage to members of the armed forces.
Effective January 1, 1957, contribution rates
for old age and survivors insurance were in-
creased in order to finance disability pen-
sions.

Recent wage changes. Hourly earnings in
manufacturing increased at about the same
rate in the past 12 months as during
each of the preceding two years. In Au-
gust average hourly earnings, at $2.07,
were 9 cents or 4.5 per cent higher than a

year earlier. Much of this increase occurred
in the latter part of 1956. In general, wage
gains tend to be concentrated in the second
half of the year, in part reflecting the cluster
of many major renegotiations around the
middle of the year and the timing of wage
increases provided by long-term contracts.
So far this year, however, average factory
hourly earnings have risen somewhat less
than in the comparable months of 1956.
Some slackening in industrial activity and
in requirements for labor has been accom-
panied by further curtailment of overtime
work, so that rising wage rates have been
offset in part by declines in premium pay.
In March 1956, moreover, an increase in
minimum wages from $.75 to $1.00 affected
many workers in low-paying industries.

Wage increases have been widespread but
have varied considerably among industries,
as can be seen in the chart. Workers em-
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NOTE.—Bureau of Labor Statistics data for earnings in se-
lected industries. For manufacturing industries hourly earn-
ings shown are for August 1957 (preliminary) and the annual
increase is from August 1956. For the bituminous-coal, con-
struction, trade, telephone, and laundry industries, hourly earn-
ings are for July 1957 and the annual increase is from July 1956.
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ployed in manufacturing industries covered
by contracts containing cost-of-living pro-
visions, such as metals, meatpacking, trans-
portation equipment, and machinery, or em-
ployed in industries where demands have
remained relatively strong, have in many
instances obtained large increases in the
12-month period. However, increases have
been small in industries, such as lumber, in
which demands have continued to lag or in
low-paying nondurable goods industries,
such as apparel and leather.

Weekly earnings have increased less than
hourly earnings in manufacturing since the
fall of 1955, because of the gradual decline
in the length of the work week. At $82.59 in
August, weekly earnings were $2.80 or 3.5
per cent higher than a year earlier. Changes
over the year in weekly earnings varied
somewhat more than those in hourly earn-
ings, reflecting diverse movements among
industries in the length of the work week as
well as in rates of pay. The largest in-
creases, more than $5 per week, were in the
primary and fabricated metals, rubber, and
chemicals industries.

Increases in earnings have also been wide-
spread in nonmanufacturing industries.
Here, too, the work week has been reduced
in many lines, and weekly earnings have ad-
vanced somewhat less than hourly earnings.
The largest gains in hourly earnings in non-
manufacturing have been in coal mining
and construction. Coal miners received an
hourly increase of 15 cents on October 1,
1956 and 10 cents more on April 1, 1957.
Increases have been widespread in the build-
ing trades and average hourly earnings rose
more than 6 per cent, a larger gain than in
the preceding 12 months. Railroad work-
ers, under the terms of a three-year contract,
received an increase of 12.5 cents an hour
in November 1956, with additional increases

of 7 cents an hour scheduled for November
1957 and for November 1958. This con-
tract also provides for semiannual cost-of-
living wage adjustments. In a number of the
service industries percentage gains in wages
were generally smaller than the average for
nonmanufacturing activities. Salaries of
State and local government employees rose
further but basic salary rates for Federal
government classified employees have re-
mained unchanged this year.

LABOR FORCE

The labor force has grown much less in
1957 than in the two preceding years. In
the second quarter the labor force, season-
ally adjusted, averaged 71 million persons,
about 300,000 higher than the year before.
After increasing through July the labor force
was reduced somewhat in August, mainly
because of a sharp decline in farm employ-
ment.

Demands for additional labor in 1955
and 1956 greatly exceeded the growth in the
population of working age. In these circum-
stances an unusually large number of
women, teenage youths, and older men
found employment and the labor force in-
creased more than had been expected. These
groups ordinarily are in the labor force in
relatively small proportions.

In 1957 labor force participation among
men 25-55 years of age, almost all of whom
are in the labor force and employed, con-
tinued to be very steady, as in past years.
However, the labor force participation rates
of the more marginal groups, which ex-
panded earlier, have tended to stabilize and
in some instances have declined. This de-
velopment has been associated with larger
school enrollments and increased coverage
of private and government pension pro-
grams, as well as some reduction in job op-
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portunities for workers in the more marginal
groups. The proportion of women aged
35-64 years in the labor force is now 42 per
cent, which is about the same proportion as
a year ago and compares with 35 per cent
in 1950. Among married women in this
age group, who accounted for a large part
of the 1955-56 expansion in the labor force,
the labor force rate has also changed little
this year. For teenage youths and older
men, the downward trend in participation
rates appears to have been resumed, follow-
ing earlier increases.

UNEMPLOYMENT AND EMPLOYMENT

Unemployment has remained low in 1957,
reflecting the advanced level of economic
activity. In August, unemployment num-
bered 2.6 million persons, or 3.8 per cent
of the labor force. After allowance for sea-
sonal influences, the unemployment rate
since early 1955 has fluctuated in a narrow
range close to 4 per cent of the civilian
labor force, as the chart shows. Over the
same period, with persistent pressures for
expansion, the labor force and employment
increased more than 3 million.

In general, turnover among the unem-
ployed has been rapid and duration of un-
employment short, as might be expected
when demands for labor are strong. In
August, as in most recent months, about one-
half of the unemployed had been looking
for work less than 5 weeks. Relatively few
persons had been unemployed for long
periods; the number unemployed 15 weeks
or longer, at around 500,000, was less than
one per cent of the civilian labor force.

Unemployment has also changed little
among major population groups except for
seasonal fluctuations. For each age group
over 24 years, the unemployment rate in
recent years has been consistently below the

average. The rate for married men living
with their families has remained very low,
amounting to about 2.3 per cent in August.
Unemployment rates have been highest
among youths starting their working careers
or students looking for part-time work; this
is normal for a high-employment period.

UNEMPLOYMENT RATE
Per cen!

- 6

1953 1954 1955 1956 1957

NOTE.—Bureau of Census data adjusted for seasonal varia-
tion. The unemployment rate is the percentage of the civilian
labor force unemployed. Beginning 1957 persons waiting to
start new wage and salary jobs and those on temporary layoff,
previously considered as employed, are classified as unem-
ployed. Data for January 1957 are shown on the old and new
basis, and on the new basis thereafter. Latest figure is for
August 1957.

Slower growth of employment this year
is in part attributable to a sharp drop in
employment on farms. Nonfarm employ-
ment has continued to rise, although not so
rapidly as in the two preceding years.

Farm employment in 1957 has averaged
400,000 below the comparable months of
1956. The decline appears to be in part
a resumption of the long-term downward
trend, following relative stability from mid-
1953 to mid-1956. Extension of old-age
benefits to farmers after mid-1956 also
reduced the number of older farmers in
the labor force.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

September 1957



1010 FEDERAL RESERVE BULLETIN • SEPTEMBER 1957

NONAGRICULTURAL EMPLOYMENT

Employment in nonfarm establishments,
seasonally adjusted, as reported by the Bu-
reau of Labor Statistics, was at a record
level of 52.8 million in July and August,
about 250,000 more than in late 1956, as
can be seen in the table. Employment was
3 million more than in May 1953, prior to
the 1954 recession, and about the same
number above May 1955, when recovery
from the recession was well under way.

Following relative stability early this year,
employment rose during the spring. Since
June continued gains in many nonmanufac-
turing industries have about offset declines
in manufacturing employment, and the total
has changed little.

Manufacturing. In August 16.8 million
persons were engaged in manufacturing ac-

EMPLOYEES IN NONAGRICULTURAL
ESTABLISHMENTS

[In thousands of persons]

Industry
division

Total

Manufacturing . .
Durable
Nondurable... .

Nonmanufacturing...
Mining
Contract construc-

tion. . . .
Transportation. . .
Public utilities....
Trade
Finance
Service
Government

Federal
State and local .

Aug.
1957

52,788

16,828
9,847
6,981

35,960
846

3,027
2,771
1,421

11,675
2,358
6,474
7,388

2,249
5,139

Increase, or decrease ( —)
August 1957 from:

Dec.
1956

247

-278
-188
- 9 0

525
13

- 4 7
2

21
267

38
115
116

32
84

May
1955

2,964

298
324

- 2 6

2,666
68

214
63

121
927
161
617
495

68
427

May
1953

2,962

-643
-434
-209

3,605
- 1 2

414
-136

98
1,154

333
958
796

- 7 7
873

NOTE.—Bureau of Labor Statistics data adjusted for seasonal
variation. Self-employed and domestic servants are excluded.
August 1957 figures are preliminary.

tivities, slightly fewer than a year earlier.
Reductions in employment this year have
been related to small declines in output but
may also reflect increasing productivity.
Employment declines in manufacturing in-
dustries have been achieved in part by not
replacing workers who quit or retired. The
number of layoffs has been small and has
not added appreciably to unemployment
since most of the affected workers have been
absorbed into other activities or have left
the labor force. About two-thirds of the
employment decline since late 1956 has
been in the durable goods industries, chiefly
in lumber, nonelectrical machinery, primary
metals, and transportation equipment. Re-
ductions in aircraft employment reflect cur-
tailment of defense activity, which was ex-
panding in late 1956 and early 1957. Fol-
lowing earlier declines, employment in the
electrical machinery industry rose during
the summer.

Within manufacturing industries, employ-
ment trends continue to diverge sharply for
production workers and for professional,
managerial, and clerical workers. The latter
group increased further this year and in
August the number of salaried workers was
1.5 million or 60 per cent higher than in
1947. Meanwhile, the number of factory
workers declined and in August was about
the same as in 1947 but one million below
the postwar record reached in 1953. In
mid-1957 salaried workers accounted for
23 per cent of all manufacturing employees
as compared with only 16 per cent in 1947.

Nonmanufacturing. Employment in non-
manufacturing activities was at record levels
in August, more than one-half million above
the end of 1956 and 2.7 million higher than
in early 1955. Large gains continued this
year in services, trade, and State and local
governments. Employment in construction,

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

September 1957



LABOR MARKET DEVELOPMENTS 1011

which also expanded sharply during 1955
and 1956, appears to have stabilized in 1957
at a level a little above 3 million. In other
nonmanuf acturing activities employment has
shown little change this year.

Nonmanufacturing activities have added
over 7.5 million employees since 1947 and
now account for almost 7 out of 10 non-
farm jobs. Growth in the 10-year period,
as can be seen on the chart, has been great-
est in construction, services, and State and
local governments. Trade employment has
risen about 25 per cent, a higher rate than
nonfarm employment. Federal government
employment has remained fairly stable since
1954 following a decline from the post-
war high reached during the Korean con-
flict. Including State and local activities,
more persons are now employed in govern-
ment jobs than ever before. Coal mining
and railroads are the exceptions to the post-
war trend for nonmanufacturing activities
and have fewer workers than at the end of
World War II.

Hours of work. Average weekly hours in
nonfarm industries were relatively stable
during the summer at levels below last year.
The major factor in the decline was a sub-
stantial cut in overtime hours, in part an at-
tempt to reduce costs by eliminating pre-
mium payments. The number of nonfarm
workers reporting hours in excess of the
standard 40-hour week this August was 17.2
million, 1.5 million smaller than a year ago.

In manufacturing the average work week
was 39.9 hours in August, nearly one-half
hour shorter than a year earlier. Average
weekly hours have shown little change in
recent months following a fairly steady de-
cline, in both durable and nondurable goods
industries, from the high level of over 41
hours reached in late 1955. Recent reduc-

EMPLOYMENT IN NONMANUFACTURING INDUSTRIES
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NOTE.—Bureau of Labor Statistics data adjusted for seasonal
variation. Transportation includes public utilities. Latest data
shgwn are for August 1957 (preliminary).
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tions have mainly centered in the hard goods
industries, and the work week has shortened
an hour or more over the past year in the
lumber, machinery, transportation equip-
ment, and food industries.

OCCUPATIONAL TRENDS

Record investment in machines and equip-
ment, substantial defense requirements, and
the changed pattern of consumer demand
growing out of high incomes and increased
leisure have been important factors sharply
altering the occupational composition of the
nation's work force during the postwar pe-
riod. As can be seen in the chart, the num-
ber of professional and technical personnel
has risen 75 per cent over the past decade,
and currently about 10 per cent of all jobs
are in this category, roughly the same
proportion as in agriculture. As might be
expected, the managerial, clerical, and sales
occupations have also increased in relative
importance. These so-called white collar
groups are now two-fifths of all employed
workers, as compared with a little over
one-third in 1947. In contrast, the propor-
tion of workers who are operatives or non-

CHANGES IN EMPLOYMENT, 1947 TO 1957

OCCUPATION
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NOTE.—Bureau of Census data. Percentage increases shown
are from July 1947 to July 1957.

farm laborers has fallen significantly. Over
the past 10 years farm employment has de-
clined more than 2 million. The 10 per
cent of the labor force now employed in
farming compares with 12 per cent in 1950
and 14 per cent in 1947. Since 1947 an
increasing number of farmers have taken
available second jobs outside of agriculture.
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