mi*- "K-{opis

My dear Ur* Marascot

Ton and other aeabera of the CoKaittas <n Expenditures
in the i1&scuti’rs lapartaents asked me, after ja* teatisioay
tm Septoaber 25, to supply you with an e$iiisat® of the
probable slaa of uaemployiaent in th© calendar year 1946. |
pointed oat that thara are special difficulties in preparing
saefe estimates at thia tine, and that axr astiataias given
for thia period of transition* are subject to possible error.
Keverthslaas, X an sending you a staff nemoraadaa which 1
hope will serve your purposes, The estimates have been »ada
in consultation with various statiatical agencies of the
Federal aovawment.

Sincerely yours,

WA\OF>

Director

Honorable Carter Man&seo, Chatman

Coafiittee on Expenditures in tha
Jixecutive Departaants

House of Representatives

Washington, 0. C.

Facloaure
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October 2, 1945

ESTIMATE OF UNEMPLOYMENT IX 1946

¥Projections” of unemployment are made on & hypothetical basis,
namely, the assumption thet present leglslation and present policies
will be cemtinued. No attempt is made to forecast future action of
Congress. n the contrary, Lhese estimates are designed to serve as a
vasiz for formulating recommendatlons for future action and do not pre~
suppose any new leglslation or new policles. The estimates are based,
furthermore, on &n analysis of supply aud demand factors and do not take
into consideration the effects of possible lalor-mansgement canflicts.
These are therefore hypothetical projections, not actual forecasis.

Lavor force estimates as of the wesk preceding VJ Day were 25
follows:

(In millions)
Total 18DOr fOrc6....eveesss 66.5

Armed fOrCe8.cscccsossovee 12.2
Civilian labor force...... 5443

Civilian employment..... 53.5
Unemploymente.s.cocnnsee -8
By the first week in September, unamployment had risen to 1.7 million.

In order to estimate the probable develomment of unemployment during
the next six months, it is necessary first to estlmate the proosble develop-
zant of civillan employment. The eontrolling factors in Lie dsvelopment
of civilian employment are:

(2) The cut in war production
(b) The speed of reconversion

VWar produetion (munitions and war construction) waz running at an

annual rate of about 160 billion in the months before VE Day. War
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production declined gradually after VE Lmy %o a rate of 48 billion in
July, and VJ cutbacks brought the rate down %o about (19 billion in
Septamber 1945. It is expected to fall below an anrmal rate of 10
villien by the end of the calendar ysar 1945.

At the same ticze, rsconversion will be gelidng under way. It is
estimated, howewer, that during the next year reconversion will not fully
absorb the workers discherged from war production. Iarly in the next
calendar year, in the transition betwesn a full war program and full
reconversion, civilian employnent may fall several millioms nelow the
m Just prior te ¥J Day. #ith reconversion coming into full swing,
eivilian esployment by the end of the calendar year 1946 may approximate
the pre-vJ Ly lsvel.

The develogment of unemployment is detersined not only by the level
of ecivilisn employment, but also by a nuaber of other factors affecting
the total nmumber of people seeking employment, These factors are of
peculiar importance during the period af transitlon., Largely becsuse of
these factors, an estimate of future unemployment is especially hasardous
at this time. Yost important in this respsct is the rate of demobiliza-
tion of the armed forces. All armed forces, which exceeded 12 million
at the time of VJ, are expected to be reduced to about 33 million by the
middle of calendar year 1946. T7These eetinates are, of course, subject to
possible ochanges.

During the same period there will also be a considerable further
reduction in the labor force. uany workers, particularly older workers
and parried wozen, agccepted employment during the vm.:'. Same of them will
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wish to stay in employwment; moat of thes, however, may retire from the
active labor force. Also, many discharged servicemen and women will not
seek enploymant, but will make use of the edusational faciiities offered
t0 them. Partially oifsetting these retirements from the labor force
will be the normal additions resulting from population growth. iy the
end of 1946, it is expected that net retirements may total 3% millien.

Taking into account 8ll of these fastors--and allowing also for
the seascnal swing in the labor force as children re-enter school, etc.,--
we obtain an estimated pesk of unemployment of 8 million which may oceur
early in the calendar year ly4ib. That is an it;;'eaaa of aboui & million
over the level of uwnemployment in early September, It is further es~
timated thal the progress of reconversios may reduce unemployment con-
siderably during the calendar year 1346, although eubatantial unemployment
would continue to exisi,

It should be emphasized again that these estimatos are based on
present legislation and policy plans. They are not actual forecasts.
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