
L O N G -T E R M  T R E N D S  IN  Q U IT  R A T E S

E w a n  C l a g u e *

Labor turnover statistics on a national 

scale were initiated by the Metropolitan Life 

Insurance Co. in the middle 1920's. In 1928, 

Dr. William A. Berridge, economist for the 

company, persuaded the U. S. Department of 

Labor's Bureau of Labor Statistics to take 

over the series. Since that time, the Bureau 

has continued to publish these data for manu

facturing industries. In the meantime, the 

State employment security agencies found it 

necessary to collect labor turnover informa

tion for local purposes, with the result that 

a widespread system of area collection has 

developed. At the present time, the U. S. 

Department of Labor is coordinating these two 

into a comprehensive Federal-State system of 

labor turnover statistics with the coopera

tion of the Bureau of Labor Statistics and 

the Bureau of Employment Security. As a re

sult, in a few years, comparable labor turn

over statistics will be available for the 

Nation as a whole,for many individual States, 

and for perhaps 100 local areas.

This developing interest in labor turnover 

statistics has stimulated additional study 

and analysis of the data themselves. It has 

long been known that labor turnover data 

constituted a sensitive index of labor market 

conditions. However, there has been a dearth 

of detailed analysis of such data. This ar

ticle represents an intent to explore some 

of the unknown phases of labor turnover. As 

more data become available, it may become
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possible to provide answers to a number of 

questions which are as yet unsettled.

One of the most obvious characteristics of 

labor turnover is the scissorslike movement 

of layoffs and voluntary quits. In bad times, 
the employer takes the initiative in s e p a 

rating employees from the payroll in response 

to declining business. The quit rate at such 

times is low, although it is never wholly 

absent. In good times, on the other hand, 

the worker exercises his own initiative and 

leaves one job in order to seek a better one. 

Thus, in prosperity the quit rate may run 2 

to 3 times as high as the layoff rate, al

though the latter is never nonexistent— even 

in good times some employers have to lay off 

workers.

Since the quit rate reflects worker 

initiative and worker judgment of the labor 

market, it is perhaps the most interesting 

item in the labor turnover series. The long

term unadjusted quit rate beginning in 1930 

and running through 1955 is shown in chart I. 

Two points stand out in the chart: One is 

that the rate fluctuates sharply from month 

to month, and the other is that it also swings 

widely in response to conditions in the labor 

market.

A seasonal index can be constructed from 

the data over the past quarter century. Such 

an index will show that there are powerful
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Chart I.
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S E A S O N A L  A D J U S T M E N T  F A C T O R S  F O R  Q U IT  R A T E S  

IN  M A N U F A C T U R IN G  IN D U S T R IE S ,  1933-55

(A v e ra ge  for Year =100 )
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seasonal and institutional factors working on 

the quit rate. Three seasonal indexes are 

shown in chart II: One for the depression 

period of the 1930’s; one for the war period; 

and one for the postwar period up through 

1955. The interesting point is the striking

similarity of these three indexes. There is 

a dip in February (short month), a peak in 

September (students returning to school), 

and a low point in December (Christmas). These 

indexes show that it is possible to make a 

reasonable seasonal correction of the quit

Chart m .
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rate, and thus produce an adjusted quit rate 

over the last quarter century.

The seasonally adjusted rates over the 

period 1933-55 are shown in chart III. Shaded 

on the charts are the time periods of major 

contractions in business conditions— 1937-38, 

1949, and 1953-54. The shaded areas are based 

on the findings of the National Bureau of 

Economic Research from the month of the peak 

to the month of the trough. The first point 

which is clear from this chart is the high 

sensitivity of the quit rate. It falls 

rapidly as business declines, and it jumps 

sharply when business recovery gets under way. 

The second point concerns the forecasting 

value of the quit rate. There is a mild in

dication, especially in 1953, of a leveling 

off and even a decline prior to the business 

downturn. This is not quite as clear in 

previous downturns. When plotted against 

employment only, which may lag a month or so 

after the business peak, the quit rate may 

have somewhat greater forecasting value. On 

t^e recovery, the figures are inconclusive, 

but at least there is a leveling off of the 

quit rate by the time the bottom of the re

cession is reached.

A third point, perhaps of more fundamental 

importance, is the long-term trend of the quit 

rate. The peaks of the war are not sur

prising. With all the dislocations of mili

tary service and the pressures to find jobs 

in war industries, high turnover is unavoida- 

b.'e (and some of it highly desirable). But 

the interesting point is that the peak em

ployment of the postwar years shows quit rates 

drifting downward toward the levels of the 

depression rates of the 1930’s. In other 

words, the full employment years of the post

war period have not produced the high quit 

rates of the war. This trend— and the sensi

tivity of the quit ra"e to changing economic 

conditions— are further analyzed in charts 

IV-A and IV-B, showing the correlation of 

the quit rate and the level of unemployment. 

The first of these two charts (based on 

annual averages) shows the quit rate reached 

what is apparently the rockbottom level in 

the early 1930’s and remained at this level

until the recovery from the business con

traction of 1937-38 began. As unemployment 

declined in 1939 and the early war years, 

the quit rate rose sharply. What is especially 

interesting is the behavior of the quit rate 

in 1946-48. Although unemployment remained 

practically unchanged during these years, 

the quit rate dropped steadily. It is not 

until 1949 that we see once again the corre

lation of quits and unemployment— and here 

we see that the correlation line, which ap

parently has the same slope as the line for 

the period 1930-45, is at a much lower level. 

This chart and chart IV-B (which presents 

data for the postwar period, quarterly aver

ages seasonally adjusted), certainly point 

to a long-term decline in the quit rate.

These data raise the fundamental question 

as to why this trend is taking place. Possi

bly there is a growing immobility of labor, 

which would in turn pose the question as to 

what factors are producing this immobility.

The answers to these questions can only 

be obtained by detailed analysis of the data 

themselves. The Bureau of Labor Statistics 

is now attempting to make some of these 

analyses. Other students of the problem 

will undoubtedly tackle these same questions. 

For our purposes here, I can only indicate 

the types of factors which may have a bear

ing on this downward trend.

1. The growth of trade unionism in manu

facturing and the union emphasis on seniority 

is undoubtedly a factor which has some weight. 

A worker with seniority has a greater stake 

in his job, and would go to the bottom of a 

seniority list in a new job; moreover he is 

sure of his job and need not quit in antici

pation of future layoff.

2. In the postwar period, there has been 

a tremendous growth of pension, health, and 

welfare plans in private industry. These 

certainly have some influence on keeping the 

worker in his own firm.

3. The new supplementary unemployment 

benefits systems will operate against quits
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Chart IST.
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and in favor of layoffs as a method of sepa

ration. Again, the worker will not quit in 

anticipation of future layoff, if by so doing 

he loses his unemployment benefits.

As a matter of fact, the unem p l o y m e n t 

compensation system as a whole may operate 

in this direction. If a worker who quits 

without cause is not eligible for unemploy

ment insurance, he may think more carefully 

before leaving a job to look for another. 

Offsetting this, of course, is the experience 

rating system, which leads employers to en

courage quits in preference to layoffs as a 

method of reducing their work forces.

4. The industry composition of manufac

turing undoubtedly has some bearing on these 

figures. C e r t a i n  i n d u s t r i e s  have a low 

turnover rate; in others, it has always been 

high. However, examination of the industry 

trends since 1950 shows that the decline in 

the average quit rate for manufacturing is 

not a product of changing industry compo

sition.

5. The growth of large corporations and 

the building of larger plants may be having 

some effect. The larger the operation, the 

more opportunity there will be for shifting 

of workers within the plant with maintenance 

of seniority and other rights. The smaller 

business has not this flexibility nor the 

security.

6. Finally, there is need for an evalua

tion of the influence of the personal factors, 

such as age and sex. M a n y  s t u d i e s  have 

shown the effect of age on mobility. A re

cent study of skilled workers made by mem

bers of the staff of the BLS shows that mo

bility, even in a highly skilled craft, is

c o n c e n t r a t e d  am o n g  the y o u n g e r  workers. 

Older men tend to stay on the job, not only 

for employment reasons, but also for social 

reasons, such as homeownership, attachment 

to the community, etc. Perhaps the decline 

in the quit rate represents to some extent 

the increasing proportion of older workers 

in the labor force and a decline in the num

ber of new entrants.

Women, too, are a significant factor in 

these figures. The quit rate for women is 

influenced by family and home conditions 

which might not be associated with the job 

at all.

7. An underlying factor which may become 

even more important in the future is the 

extent to which turnover is concentrated in 

a highly volatile group of workers, with the 

remainder being quite immobile. For example, 

a quit rate of 3.5 percent a month r e p r e 

sents a turnover of more than 40 percent a 

year. Yet perhaps 90 percent of the workers 

in the plant at any one time have never quit 

at all. In other words, the labor force may 

be dividing itself into two distinct groups—  

the permanent and the temporary, with the 

latter a b s o r b i n g  most of the employment  

fluctuations.

These suggestions show the large number 

of unresolved problems which exist in this 

field and provide some clue to the opportun

ities for further research which is clearly 

needed. Industry needs to know the answers 

to these questions, as do the labor unions. 

And government itself, in considering economic 

policy, will need to take account of the in

fluences which are operating in the labor 

market, either for mobility or for stability.
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