CONFIDENTTIAL

Oetober 29, 1942
Messrs. Stark and Krost Wiage Stabilization and the

Kenneth B. Williame lanpower Problem

Wage stabllization and meanpower policy

Wage stabilization, by institutionalizing present wage differentials,
diminishes the ability of free labor market forces to direst the migration of
workers to those occupations, industries, and areas most essentisl to the
prosecution of the war. Without the utilization of non=pecuniary measures to
control labor mobility, wage stabilization is likely to result in large-seale,
purposeless migration of workers from job to job in seareh of higher pay. Wage~
rates for the seme type of work vary grestly among plants in the same industry
area, and among industries end ereas. For example, the wage~rate in March

for grade A tool end die mekers in airframe plants along the Bast Coast
from §1.05 to $1.29 perhour. Bntrance rates for adult common building
in July 1941 veried from 31 cenkts an hour in Hemphis to $.98 cents an
in Cleveland. Since workers cennot reeceive higher pay in their present
obs but can obtain substantial ineresses by changing empleoyers, the tendency
‘for workers to change jobs« The operation of such a tendency will intensify
labor shortages, magnify training and placement problems, ereate housing and
community faeility difficulties, and seriously interfere with the attaimment

of the required industrisl end agricultural produetion.

i

oy

Wage stebilization een only succeed in preventing inflation and in
maintaining full production if wage and menpower mobilization policies are in=-
tegrated. Both wage and non~pecuniary lebor policies must be directed toward
the primary goal of direeting workers to those jobs most essentisl to the
prosecution of the war, and of retaining in wer production workers already
employed in such jobs.

The War Labor Board is doing an execellent job in handling the problem
from the wage stabilization end. It has properly limited its funetions to handling
the fundamental and administratively feasible problems. It is exercising its
functions intelligently on a case by cese basis within a fremework of essentiel
principles. A case by cege approach is essential. The market for labor is not
one national merket but is hundreds of merkets. In some instances an entire
industry is the market (steel). In other instances, the market is s small
geographical erea (Southern California). In another instance the market may be
one large plant. Knowledge of the foreces operating in each market is required
and application of the general wage policies to each merket must be made in the
light of such knowledge.
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The War Manpower Commission is charged with the major responsibility
for lsbor policies which utilize non-pecuniary measures of control. Unfortunately,
its responsibility is not complete. Selective Service through ite authority
over the draft and occupational deferment now has the primary nonwpecuniary
ingtrument of control. The War Henpower Commission is urging the passage of a
national gerviece set which will give the Commission complete compulsory control
of all men and women including control of cccupational deferment policy. Whether
such compulsory control is yet necessary or desirable is debatable. There is
little doubt but that it will be necessary before the war is won. There is no
doubt but thet much closer integration of occupational deferment policy, gemeral
manpower mobilization poliey, and war production requirements is imperative.

The question of immediate desirability of a national service sect de~
pends in part upon the mechinery available to administer eompulsory eontrol and
in part upon public recognition thsat voluntary methods of control have been
exhausted.

The general public does not yet appear to be couvinced thet voluntary
and indirect compulsive measures have been exhausted., Organised labor takes
the position that voluntary measures have not yet been given a full triel. The
machinery available for administering compulsive control is far from adequate.
The only organization of sufficient sisze with enough knowledge of labor supply
end employment problems to begin to handle the job is the United States Employ=-
ment Service. This agency, however, requires substantiel improvement before it
could administer compulsory controls even with rough efficiency.

Militery demend for menpower

Two important questions merit serious consideration in comneetion with
manpower mobilization policies. The first is conecerned with the proper sirze
of the armed forece and the timing of its expansion. The War Department has
announced the official goal is an army of 7.5 million by the emnd of 1943. An
additional 1.5 « 2.0 million will be in the Navy, Coast Guard, Merine, and
Herchant Marine by thet time. Thus, 9 to 9.5 million out of & total of 29 million
men 18=45 years of age will be in the armed service by the end of 1943. In
the light of menpower requirements of industry end sgriculture, the shipping and
trensportation situation, and necessity for supplying materials and equipment
to our allies, it is highly questionable if our armed forces should be as large
or should inorease as repidly as is now planned. Certainly, any further inerease
in rate of induotions or of the total armed force required by the end of 1943 above
present plens should be permitted only if comelusive proofl of its necessity is
of fered.

Hours of work

The second gquestion concerns hours of work. In September, average hours
worked by all persons employed in nonwagrieultural industries was 43. Averaze
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scheduled hours was about 45. In manufecturing alone, the average in August
wag 42.8. Host war industries producing dursble goods, except blast furnaces,
steel works and rolling mills, averaged close to 48.

If scheduled hours were inereesed to 48, a straight arithmetical
caloulation suggests that total manhours would inerease 7 per cent, permitting
the release of about 3 million workers. The distribution of hours worked
around the average indicates that this figure is much too high. 4.4 million
persons worked 60 hours or longer, 4.5 million from 50 to 59 hours, 23.8 million
from 40 to 49 hours, 5.5 million from 30 to 39 hours, and 3.1 million worked
29 hours or less« Those now working above 50 hours and & large number of those
in the upper end of the 40 to 49 hour group would not be affected if 48 hours
were made the point et whiech premium peyment begins. Those working less than
30 hours and many of those in the lower part of the 30 to 39 group would not
work longer hours since they are not now prevented from working longer hours by
the requirement that overtime be paid above 40 hours. Hany of those working less
then 30 hours & week are partetime workers who would not remain in the labor
market if they had to work longer hours. The problem narrows down to those
in the upper part of the 30 to 39 group and the lower part of the 40 to 49 group.
If all of those workers were placed on a standard 48~hour week, the number of
workers who arithmetically could be released would be no more than 2 million.

The number asctumlly released by placing the point of premium payment
at 48 would be much smaller than 2 million. Output per manhour would decline
somewhat and absenteeism would inoresse. Iliany women, especially married women,
would leave the labor market rather than work longer hours. In some States,
laws prohibit the employment of women longer hours. The workers released would
not all be in the right areas or have the proper skills to be re-employed.
Labor's attitude is also important. Labor would not willingly ascept a cut in
paye. In some industries, workers are reguired to work short hours or idle on
the job because of bad scheduling or lack of raw materials. In some plants,
more men are employed than oan work efficiently end many of the workers have to
kill time. It would be exceedingly difficult to eonvinece such workers that
longer hours are necessary.

If straight-time wages are raised to permit the same earnings at
48 straight-time as are now obtained from 40 hours at straight~time and 8 hours
of overtime, wage-rates would have to inerease 8 1/3 per cent. This would be
mildly inflationary becsuse not all firms could offset the added cost of basie
rates by longer hours. In some industries, depertmentsare not sufficiently
balanged to work all persons on a 48~hour basis. For example, a finishing dew
partment may in 40 hours finish all of the processed goods the department behind
it can produce in 48 hours. Nechinery, equipment, and skilled workers are not
available to balance all departments and industries on & 48~hour basis immediately.
Horeover, higher basic rates mean hicher overtime rates for those who work more
than 48 hours (1850 per cent of 108 instead of 150 per eent of 100).
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Yore important than any of these cousiderations is timing.
Eventually, average hours must increase. To inorease them now will result in
diminishing the necessity of and incentive for attracting into the labor foree,
training, and upgrading persons who will be needed in the labor market later
to replace men drawn into the ermed forces. At this stage, it may be more
desireble to continue the gemeral pressure for training additional workers and
to make adjustments as required in e few tight areas where the need for longer
hours is elesr. At such & time opposition to longer hours would be minimized.
On the other hand, in New York City some 400,000 persons are already unemployed.
It would serve no good purpose to inerease hours there and oreate additional
unemployment.

Some aotion is being taken in this field. Representative Ramspeck
recently introduced an amendment to the Fair Labor Standards Aot permitting work
beyond 40 hours a week without payment of overtime premiums if agreed to by
representatives of workers certified by the National Labor Relations Board.

Last July, representatives of eight Govormment agencies issued a2 joint statement
recommending the adoption of the 48~hour week as the best working schedule for
sustained efficiency in most industrial operations. While longer hours may be
necessary in some instances, every effort should be made to train additional
workers so that hours can be reduced to 48. In peece time, a 40-hour week is
generally accepted but in war time s 48«hour weck is more efficient. The state~
ment was signed by Patterson (War Depertment), Bard (Navy Department),

Land (Meritime Commission), MeNutt (WMC), Welson (WPB), Taylor (emrec).
Draper (Publie Nealth), and Tracy (Labor Department).

Hanpower facts
The essential manpower fects are that:

(1) The unemployed reserve is about gome. Only 147 million
(140 million males, «7 million females) were unemployed
in s‘Pmro

(2) The labor foree has already been stretched 1.5 million
above normale.

{3) The demends of the armed forces and industry are continu~
ing %o inorease. Some 4 million additional men must be
drewn into the armed forces by the end of 1943. 1In addition,
4 million people must be brouvght into war employment.

Bssentially these demands cen be met only if 4 million persons,
mogtly married women, are brought inte the labor force and 4 million persons are
gshifted out of nonwwar industries and agriculture. This means that around 14
million persons must be placed in new jobs, 9 million of them trained.

These global figures are too huge to comprehend easily. What the
situation is and promises to be in a few areas may indicate the problem more
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elearly. In Baltimore, total employment ineressed from 417,000 in April 1940
to 584,000 in June 1942, or 117,000, Between July 1942 and July 1943 about
56,000 additional workers will be needed in war production plamts, exclusive
of replacement of military inductees. After replacements of inductees, there
will be e net loeal supply of asbout 22,000 workers, asssuming 10,000 displace-
ments from non-war industries, entrance into the lebor market of 13,000 women
without children and 10,000 women with children. At least 34,000 workers must
migrate into Baltimore, if war production goals are to be achieved.

In the Seattle~Tacoma=Bremerton area war employment inereased from
20,000 in November 1940 to 123,000 in July 1942. The loeal supply of skilled
end semi~gkilled workers is completely exheusted. Even the supply of un=
skilled labor is inadequate Lo meet the demand. From July 1942 to July 1943,
about 97,000 additional workers will be needed. Even with thorough utilization
of all loecal labor, including 25 per cent curtailment of voneessential industry,
wideapread hiring of women, employment of handicapped workers, and utilisation
of persons aveilable for partetime work, not more than 49,000 persons can be
rade available to meet the demand. At least 48,000 and possible 85,000 to
75,000 workers must be obbuined through inemigration.
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