
EMPLOYMENT AND UNEMPLOYMENT
SINCE 1969

The economy in 1972 experienced a continued re
covery from its 1970 and early 1971 doldrums— at 
least as measured by such indicators as the rate of 
growth of real gross national product, business 
profits, the index of industrial production, the level 
of retail sales, and other such indicators. According 
to the National Bureau of Econom ic Research 
(N B E R ), long considered the authority on business 
cycles in the United States, the 1969-1970 recession 
reached its low point in November 1970, and business 
recovery has been in process since that time. Some 
economists might question the accuracy of the 
N B E R ’s dating of the trough, but most would agree 
that recovery, which was definitely in train through 
much of 1971, picked up momentum in 1972. Even 
so, the sticky behavior of one important economic 
indicator— the unemployment rate— over this period 
has occasioned a great deal of uneasiness over the 
extent and vigor of the recovery.

The unemployment rate, one of the so-called coin
cident indicators, moved up in 1970, as would be ex 
pected in a recession, reaching a high of 6.1 percent 
by December. That the peak was no higher than 6.1 
percent seemed to portend a milder unemployment 
problem than in the recessions of the recent past. In 
both the 1957-1958 and the 1960-1961 recessions, the 
unemployment rate moved over 7 percent but then 
declined steadily after periods of three to six months. 
Contrary to these past experiences, however, the un
employment rate after the 1970 recession remained 
around 6 percent throughout 1971 and showed no 
more than a mild and gradual downtrend by July
1972, 18 months after the trough.

Part of this behavior has been attributed to the 
unusual character of the 1970 recession. W hite- 
collar workers, who now account for almost 50 per
cent of the labor force, fared relatively worse in the 
recent recession than did other workers. Moreover, 
there was a tendency, particularly in manufacturing, 
to cut back on nonproduction workers relatively more 
than in previous reeessions when relatively fewer of 
those laid-off were unskilled and semi-skilled produc
tion workers. These observations, however, only 
describe the recent recession; they explain very little.

A  more basic question is why the 1969-1970 recession 
generated kinds of unemployment that differed in 
significant respects from the patterns accompanying 
earlier post-war recessions. A n  examination of the 
labor market by sector may suggest an answer to the 
question. For such an examination, it is helpful to 
use employment rather than unemployment statistics 
because unemployment data cannot accurately show 
from what sector of the economy a worker is unem
ployed.

W hen the employment data are examined by sec
tor, the current unemployment situation becomes 
more clearly understandable. A s will be shown, the 
figures suggest that much (perhaps m ost) of the 
unemployment build-up subsequent to July 1969 is 
related to special factors, such as the winding down 
of the Vietnam W ar and the reduction in Govern
ment aerospace contracts. Since such factors as the 
winding down of the war and the reduction in aero
space contracts resulted in rather unusual changes in 
the composition of demand in the economy, the rela
tionship between the recent unemployment problem 
and the general business recession has differed from 
what might normally have been expected.

Employment as an Indicator G eoffrey  M oore, 
the Federal Commissioner of Labor Statistics, in an 
article in the February 3, 1972, W all Street Journal 
on “ Employment: the Neglected Indicator,”  sug
gested that employment should be given at least as 
much attention as the unemployment rate in any 
examination of the labor market. This view, which 
is shared by other observers as well, is reasonable in 
view of the fact that employment figures are firmer 
than unemployment figures. The employed can be 
clearly and unambiguously identified, and total em
ployment can be measured with great accuracy. By 
contrast, vexatious definitional and classificatory 
problems are involved in the measurement of unem
ployment. A lso, since the unemployment figures are 
smaller, they are subject to a much larger relative 
sampling error than the employment data.

For purposes of this paper, an equally com 
pelling reason for investigating employment figures is 
that they can shed light on m icro-economic char
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acteristics of unemployment rate changes. It is ex 
tremely difficult to tell from which industry a person 
is unemployed, especially since he might be a new 
entrant in the labor fo rce ; but it is possible to deter
mine what industries are hiring or firing from look
ing at the employment figures by industrial sector.

The table that accompanies this article shows 
employment data since July 1969.1 It points up some 
interesting facets of the present labor market situ
ation and shows exactly which industries have been 
expanding employment and which have been con
tracting since that time. For example, employment 
in the services; wholesale and retail trade; transpor
tation, communications, and public utilities; and state 
and local government never dropped significantly 
below July 1969 levels throughout the recession and 
is now significantly above these pre-recession highs. 
Employment in the contract construction industry 
declined until February 1970, but has since shown a 
considerable recovery. Employment in the mining 
industry, the Federal Government, and the manu
facturing industries, on the other hand, fell sharply 
during the recession and is still below 1969 levels.

Employment in Expanding Industries E m p loy 
ment in the service industries has typically shown 
little cyclical sensitivity. True to form, it increased 
steadily from July 1969 to October 1972, apparently 
little affected by the 1969-1970 business recession. 
By October 1972, service industry employment was
10.6 percent higher than in July 1969. Such a rate 
of increase meant that employment in the industries 
kept pace with both population and labor force 
growth. The U. S. population of labor force age 
increased only around 7 percent during the same time 
period, and the civilian labor force expanded approxi
mately 9 percent.

By the same token, state and local government 
employment, almost 15 percent higher than the July 
1969 base, also outstripped the rate of population and 
labor force increase; and wholesale and retail trade 
has matched or equaled the rate of population growth. 
Employment in these three industry groups accounted 
for 50.2 percent of the total employees on nonagri- 
cultural payrolls in the 1969 base period. In October
1972, it accounted for 53.2 percent. In all, the three 
industries employed almost 3.8 million more persons 
in October 1972 than in July 1969. Transportation, 
communications, and public utilities, on the other

1 The table contains employment figures categorized by Standard 
Industrial Classification codes. It uses as its base the average 
employment for each category in June, July, and August 1969. All 
of the basic data used to derive the table are shown as percentages 
of the base. The June, July, and August 1969 average (hereafter 
called the July 1969 base) was chosen as the base period since it 
was the period of peak manufacturing employment prior to the 
1970 recession.

hand, were employing more persons than in the base 
period, but not enough to keep pace with the growth 
of population. The contract construction industry 
was affected by the recession until the second quarter 
of 1971. Since that time, however, employment in 
the industry increased approximately 7 percent; and 
by October 1972, it was 3.1 percent above the 1969 
base figure.

Employment in Other Sectors E m ploym en t in 
the mining industry remained above its 1969 base 
level until July 1971. It then began to drop fairly 
rapidly, reaching a low point in October 1971 that 
was around 16 percent less than the base figure. It 
recovered most of its loss shortly thereafter, but re
mained 2 percent less than the July 1969 base in 
October 1972. Thus, mining employed 15,000 fewer 
workers than in m id-1969.

Federal Government employment, at about 2.74 
million in the base period, fell to 2.64 million in A u 
gust 1970 and has remained close to this level since 
that time. The Federal Government had been aver
aging increases of 47,000 employees per year from 
1962 to 1969.

Manufacturing employment, by the same token, 
was 5.5 percent below the July 1969 base in mid-
1972. Around 20.3 million persons were employed 
in manufacturing in July 1969; but in August 1971, 
when this series reached its low point, fewer than
18.4 million persons were employed. W hile the pace 
of general business recovery accelerated significantly 
after this low point was reached, the rate of recovery 
in manufacturing employment has remained sluggish. 
By October 1972, total employment in this important 
sector had come back to 19.1 million, still nearly 1.1 
million below the July 1969 base. Between 1962 and 
1969, mining, Federal Government, and manufactur
ing combined provided over 572,000 new jobs per 
year.

Manufacturing Em ploym ent B y Industry The 
manufacturing sector of the economy is of particular 
interest because it was a substantial contributor to the 
slack labor market conditions from 1970 to m id -1972. 
Employment in this sector is still down approxi
mately 1.1 million workers from  the m id-1969 peak. 
This figure, however, represents some recovery, since 
in August 1971 employment in manufacturing was 
almost 1.9 million below the 1969 peak.

A  breakdown of changes in manufacturing em ploy
ment by industry groupings, or subsectors, is instruc
tive. Such a breakdown is shown in the table. O f 
the 21 manufacturing industry groups, only five had 
regained their July 1969 base level by October 1972, 
and only six others were within 3 percent of their
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EMPLOYEES O N  NONAGRICULTURAL PAYROLLS BY INDUSTRY, SEASONALLY ADJUSTED

(In Percentages of Base Period)

July
Base*

1969 970 1971 1972

Nov. Feb. M ay Aug. Nov. Feb. May Aug. Nov. Feb. M ay July Aug. Sept. Oct. p

TOTAL

(Thous.)

70,462 100.5 100.8 100.4 100.0 99.3 99.7 100.3 100.1 100.9 101.8 103.0 103.1 103.6 103.9 104.4

Services 11,248 101.5 102.7 103.0 103.2 104.2 104.6 105.1 105.7 106.7 107.7 108.9 109.7 110.4 110.2 110.6

Wholesale and Retail Trade 14,685 101.1 101.6 101.6 101.4 101.6 102.2 102.8 103.4 104.2 105.3 106.4 106.9 107.3 107.5 107.9

Transportation and Public Utilities 4,447 100.6 101.1 100.7 101.5 100.9 100.9 100.5 98.9 99.0 99.8 101.0 100.6 100.7 100.9 101.4

Federal Government 2,736 99.6 98.9 101.2 96.7 97.4 97.2 97.3 97.3 97.4 97.6 97.4 95.8 95.7 96.3 96.3

State and Local Government 9,448 101.4 102.4 103.3 104.7 105.9 106.6 107.8 107.9 109.2 110.9 112.3 112.8 113.2 114.4 114.8

Contract Construction 3,439 100.5 100.6 97.9 97.8 97.7 96.0 99.0 99.1 102.3 101.6 102.8 101.5 103.1 103.1 103.1

Mining 619 100.8 100.8 100.0 100.5 101.1 100.6 100.5 98.9 84.7 99.0 97.6 96.8 97.3 97.7 97.9

Manufacturing 20,264 99.1 98.3 96.5 95.0 91.2 91.8 91.8 90.8 91.5 91.8 93.2 93.1 93.4 93.8 94.5

Durable Goods 11,967 98.5 97.2 95.2 93.0 87.3 88.7 88.7 87.5 88.2 88.8 90.7 90.6 91.1 91.6 92.5

Ordnance and accessories 318 91.2 85.2 78.3 73.0 67.9 62.9 61.3 59.4 58.2 57.2 58.5 59.7 60.4 60.4 61.9

Lumber and wood products 603 98.2 96.5 94.7 92.9 92.4 92.9 93.9 96.4 98.8 99.3 100.3 100.8 100.8 100.8 101.2

Furniture and fixtures 486 98.8 97.1 93.8 93.4 93.0 92.4 93.8 93.6 96.7 99.0 100.4 101.6 102.3 102.7 104.3

Stone, clay, and glass products 657 100.3 99.5 97.6 96.8 95.7 95.6 97.0 96.5 97.3 98.3 100.5 100.5 100.9 100.9 102.0

Primary metal industries 1,363 101.8 99.5 96.9 96.0 92.4 92.7 93.5 85.2 87.1 87.3 90.1 89.1 90.7 93.0 93.9

Fabricated metal products 1,445 99.7 98.6 96.3 95.4 90.3 91.8 92.2 91.8 92.3 92.8 94.8 94.8 95.2 95.4 95.8

Machinery, except electrical 2,038 100.8 101.1 99.3 96.3 92.0 89.5 88.1 88.0 88.7 89.1 90.7 91.0 91.7 92.0 93.2

Electrical equipment and supplies 2,047 95.4 98.2 95.7 92.9 87.8 86.8 86.5 85.7 86.6 87.2 88.8 89.2 89.4 89.9 90.7

Transportation equipment 2,083 96.5 90.2 90.2 87.1 71.4 83.6 83.4 82.7 82.2 82.2 84.2 83.7 83.3 83.6 84.4

Motor vehicles and equipmentf 894 103.8 90.3 96.8 85.7 64.7 97.3 99.5 93.1 99.6 98.3 100.1 83.4 N.A. N.A. N.A.

Aircraft and partsf 821 95.1 91.5 84.5 80.0 77.1 73.0 66.7 64.3 63.9 63.3 63.0 62.7 61.8 N.A. N.A.

Ship and boat building

and repairingf 189 99.2 97.5 90.5 84.0 86.5 87.2 87.5 86.5 86.6 89.5 94.0 92.8 92.8 N.A. N.A.

Railroad equipmentf 53 94.7 101.3 101.7 97.3 80.6 95.3 97.5 97.2 98.1 97.0 93.0 93.7 N.A. N.A. N.A.

Other transportation equipmentf 110 97.1 96.7 101.8 100.8 99.6 96.2 111.5 119.5 118.6 122.1 134.2 135.8 N.A. N.A. N.A.

Instruments and related products 479 99.4 98.7 97.7 95.2 92.9 91.2 90.6 91.0 92.1 92.5 94.4 95.2 96.0 96.7 97.5

Miscellaneous manufacturing

industries 442 99.3 99.3 97.1 95.5 93.7 92.8 92.8 92.5 92.5 95.2 95.7 95.5 96.4 96.4 97.1

Nondurable Goods 8,297 99.9 99.9 98.3 97.8 96.8 96.3 96.3 95.5 96.1 96.3 97.1 96.6 96.8 97.1 97.4

Food and kindred products 1,792 100.3 100.9 99.9 99.1 98.7 98.6 98.3 98.0 98.0 97.7 97.9 98.0 97.0 97.4 97.3

Tobacco manufacturers 83 98.8 100.0 101.2 102.4 98.8 97.6 96.4 88.0 89.2 88.0 91.6 90.4 84.3 79.5 79.5

Textile mill products 1,004 99.6 99.1 97.9 96.4 95.3 95.0 95.3 95.1 96.1 97.2 98.4 98.2 98.8 99.0 99.8
Apparel and other textile products 1,413 98.9 98.4 96.0 96.0 95.0 94.6 95.3 94.0 94.9 94.6 94.4 92.8 94.4 94.5 94.6
Paper and allied products 713 100.3 100.4 99.9 98.2 97.3 96.4 95.2 95.0 96.2 96.1 98.2 97.9 98.0 98.5 99.2

Printing and publishing 1,094 101.5 101.6 101.1 100.5 99.5 98.7 98.2 97.3 97.5 98.0 98.7 98.4 98.6 99.0 99.1

Chemicals and allied products 1,065 99.8 99.9 99.1 98.1 96.9 95.7 95.4 93.8 94.0 93.6 94.1 93.4 93.6 94.6 94.6
Petroleum and coal products 189 100.5 101.6 101.1 100.5 100.5 101.6 101.1 100.0 100.5 102.1 100.5 99.5 99.5 99.5 100.0

Rubber and plastics products 599 100.5 99.8 92.5 96.5 94.5 94.7 96.8 97.2 99.0 101.0 103.7 104.7 105.0 105.5 107.0

Leather and leather products 345 96.8 95.4 93.9 91.3 89.6 88.1 88.4 87.5 87.2 87.8 89.6 88.4 89.0 88.7 87.2

*  July Base is average of June, July, and August 1969 data, 

p Preliminary, 

f  Not seasonally adjusted.

Source: U. S. Department of Labor, Bureau of Labor Statistics.

July base. Employment in all of the remaining 10 
two-digit industrial categories was within 15 percent 
of its 1969 level, except for ordnance and accessories, 
transportation equipment manufacturing, and tobacco 
manufacturing. Ordnance and accessories, mostly 
the ammunition manufacturing industry, employed 
only 61.9 percent as many persons in October 1972 
as in July 1969. Employment in this industry 
reached a low of 57.1 percent in February of this 
year. Ordnance and accessories is a relatively small 
industry group, and the employment decline amounts 
to only around 121,000 persons. The tobacco manu
facturing industry, also relatively small, employed 
only 79.5 percent as many persons in fall 1972 as in 
the base period, a drop of around 17,000 employees.

The transportation equipment manufacturing in
dustry, in which employment was almost 15.6 per
cent lower in October 1972, however, is a relatively 
large industry. It employed over 2 million workers 
in July 1969; but because of a more than 15 percent

decline, it provided jobs for 324,000 fewer workers 
in October 1972.

Because of the relative importance of transporta
tion equipment manufacturing in accounting for the 
decline in manufacturing employment, the table in
cludes a more detailed breakdown of employment in 
that industry. These data are not seasonally adjusted 
because of the difficulty involved in obtaining current 
seasonally adjusted figures for employment by four
digit industrial code.

Employment in the automotive, aircraft, ship
building, and railroad equipment industries was 
lower in m id-1972 than in the July base period. Only 
employment in the miscellaneous “ other transporta
tion equipment”  category (m ostly bicycles) showed 
any substantial growth. This category contained 
almost 110,000 employees in July 1969, which was 
about 5.3 percent of the total transportation equip
ment manufacturing employment. By July 1972, its 
employment had increased by 39,300 workers, or
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35.8 percent, thus making up 8.5 percent of total 
transportation equipment manufacturing employment.

Employment in the aircraft and parts manufactur
ing industry showed the largest relative decline from 
the base level— by m id-1972 the industry employed 
almost 37 percent or 300,000 fewer persons. The 
bulk of the cutbacks in the aircraft industry came 
between October 1969 and July 1971. Since then, 
employment in the industry has leveled off at around 
61 percent of its July 1969 level. The aircraft and 
parts industry had been increasing its employment by 
almost 36,000 workers per year between 1962 and
1968.

The motor vehicle and parts industry, which em
ployed 984,000 workers in the base period, also 
showed an employment decline over the three years, 
but of relatively smaller proportions than the aircraft 
industry. Analysis of employment in this industry 
is beclouded by strike effects and seasonality, but it 
appears that recovery in the industry was well under 
way by m id -1972. Although the July 1972 figure 
was 17 percent below the July 1969 base, the May 
and June employment figures were about the same as 
the 1969 base. The base is actually an average o f the 
June, July, and August figures, and there is a definite 
seasonal pattern to motor vehicle employment in 
those months. Some of the 17 percent July 1972 
drop, therefore, can probably be attributed to seasonal 
and irregular influences.

The employment picture in the shipbuilding and 
railroad equipment industries is clearer. Railroad 
equipment employment was down 6.3 percent by 
July 1972; shipbuilding was down 7.2 percent. Both 
industries had their employment lows in the second 
half of 1970, however, and appear to have been re
covering since that time.

Conclusion A  study o f em ploym ent by  industrial 
classification provides an added dimension to any 
description of labor market behavior over the latest 
business cycle. W ith respect to the current situation, 
the data suggest that the persisting slack in some 
labor markets is related to conditions that developed 
in the mining, Federal Government, and manufac
turing sectors of the economy.

Employment in these sectors, after showing a 
growth of 572,000 workers per year from  1962 to
1969, declined by approximately 1.8 million from 
m id -1969 to m id-1971. Since m id-1971, employ
ment in these sectors has increased by 583,000 w ork

ers, but it remained 1.2 million below the 1969 base 
level in October 1972. Such an abrupt reversal of 
past trends has meant that the growing labor force 
had to be accommodated by accelerating growth 
rates in other sectors of the economy if there were to 
be no unemployment build-up. A nd the civilian 
labor force has indeed been growing. From  July 
1969 to July 1972, it increased by around 6 million 
persons. A s mentioned earlier, employment in the 
service industries, wholesale and retail trade, and 
state and local government kept pace with the rate of 
labor force growth, but their annual rates of growth 
from  mid-1969 to mid-1972 were 1 to \y2 percentage 
points lower than their 1962-1969 trend values. E m 
ployment in those industries, particularly wholesale 
and retail trade, increased rapidly even in the face of 
the employment cutbacks in manufacturing and con 
tract construction.

The data also show that the manufacturing em
ployment declines were heaviest in ordnance and 
accessories, transportation equipment manufacturing 
(particularly aircraft and parts), primary metals, and 
electrical equipment. There are definite interrela
tionships between these industries. A  reduction in 
demand for aircraft, for example, leads to a reduction 
in demand for primary and fabricated aluminum as 
well as for some electrical equipment. Reduction in 
demand for ships, ordnance and accessories, railroad 
equipment, and motor vehicles likewise affects pri
mary metals and, to some extent, electrical equipment.

The persistent nature of the unemployment prob
lem since the 1970 recession, therefore, may be attrib
uted in large part to certain key sectors of the manu
facturing and mining industries. The key manufac
turing industries were apparently affected by changes 
in the composition of demand in the economy, which 
resulted fr o m : (1 )  sharp cutbacks in defense spend
ing; (2 )  the changing moods of the legislative and 
executive branches of Government with respect to 
Federal subsidies for contracts with the aerospace 
industries; and (3 )  in the case of automobiles, in
creased foreign competition. Such changes in policy 
and in consumer tastes can have profound and far- 
reaching effects that take time to work themselves 
out. Recent declines in the unemployment rate and 
the leveling off of employment cutbacks in key indus
tries are signs of encouragement that the economy 
has nearly completed its adjustment process.

William E. Ciillison
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