
Current Utilization of Labor

Unemployment has averaged abotmt 5 per cent of the
civilian labor force since May. This rate is up from about
3.5 per cent in late 1968 and 1969, and has been given
much attention as an indication of an underutilization of
labor and accompanying hardship.

Some ummemployment is unavoidable when workers
are free to leave jobs iu search of better opportunities,
when somne positions are seasonal, when some people
are incapable of working, and when busis’messes are
forced to cut back or close because they are no longer
competitive. Estimates vary as to what level . of unem-
ployment would develop with total spending rising at
the fastest rate consistent in the long run with price
stability or a constant rate of inflation. Unemployment
has on occasion fallen below such a minimum, but only

as a temporary effect of an excessive amommnt of spend-
ing which also has caused an acceleration of price
increases.

In evaluating the unemployment situation, some com-
parisons with previous periods may be helpful. The
average 5 per cent unemployment rate since May is
slightly below the 5.2 per cent rate in 1964, generally
considered a year of high economic activity and the last
year with a relatively moderate price trend. In the
1962-63 period, the unemployment rate fluctuated be-
tween 5.5 and 6 per cent, and in the interval between
the 1958 and 1960 business cycle troughs, the rate fell
to about 5 per cent. During these two periods when
downward pressure was applied to the rise in prices,
unemployment rose to 7 per cent and above.
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