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BUSINESS CYCLES AND UNEMPLOYMENT

INTRODUCTION

BY WESLEY C. MITCHELL

NATIONAL BUREAU OF ECONOMIC RESEARcH

I. HOW THIS REPORT CAME TO BE PREPARED

In his foreword to the report of the Committee on Unemployment
and Business Cycles, Secretary Herbert Hoover has explained the
circumstances under which he asked the National Bureau of Economic
Research to investigate the feasibility of various plans which had been
suggested for mitigating or preventing the widespread unemployment
which accompanies business depression.

The National Bureau of Economic Research was chartered in 1920 to
conduct quantitative investigations into subjects that affect public welfare.
its aim is to ascertain fundamental facts within its field as accurately
as may be and to make these facts widely known. The form of organiza-
tion is designed to ensure not only scientific and impartial work on
the part of its staff, but also a review of their results by men who represent
all the important angles from which economic problems are viewed.
Control is vested in a board of twenty—one directors of widely divergent
training, experience, and opinions. All reports made by the staff are
submitted to this board before publication, and any director who dissents
from a finding approved by the majority may have his dissenting opinion
published if he so desires. It is believed that this critical scrutiny
of results by such a board safeguards the Bureau's reports against bias.

In preparing the present report upon Business Cycles and Unemploy-
ment, the Bureau sought the help of various experts not connected
with its staff. The field to be covered was wide, and the time allowed
for completing the report was strictly limited to six months from
February 20, 1922, when funds became available for starting the work.
Only by securing the cooperation of those most familiar with the various
detailed problems was it possible to accomplish the task within the time.
A glance at the table of contents where the names of these associated
workers are given will show how large a share they and the organizations
with which several of them are connected have taken in the investigation.
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II. THE SCOPE OF THE REPORT

Three other limits were imposed upon the report. It was not to
exceed 400 pages in length. It was to distinguish between the problems
of "cyclical" and of "seasonal" unemployment and so far as feasible
to treat only the former. It was to present, not recommendations
concerning what ought to be done, but facts which ought to be considered
by those who have the responsibility of formulating policies—specifically
the Committee on Unemployment and Business Cycles appointed by
Secretary Hoover, and more at large all citizens who participate in the
discussion, enactment, or administration of practical measures for
reducing unemployment.

Because of these limitations of time, size, and scope, this report
is very far from being an exhaustive treatise. It is rather a reconnais-
sance survey, run quickly thiough a wide territory, in the hope of enabling
the social engineers to locate the most promising routes for the construc-
tion of new highways. Books thicker than the present volume have
been written upon at least half the topics here treated in a single chapter
or a single section and with good reason. Indeed, it is hoped that
several of the contributors to this report will soon publish the results
of their investigations in fuller form than is here possible. Similar
investigation and discussion on the part of many other public-spirited
citizens is eminently desirable; for it is only by the cumulation of
contributions from many minds that a social problem so difficult as the
prevention of cyclical unemployment can be solved.

It is also hoped that the closely related problem of seasonal unemploy-
ment, which is here set aside, will be taken up by a distinct set of agen-
cies technically qualified to deal with its endless intricacies. The attempt
to segregate cyclical and seasonal unemployment has serious disadvan-
tages, which will be clear to the reader of the following chapters. But the
attempt to treat both problems with the means at hand would have
been futile. Anyone who works even a little way into the problem
of seasonal unemployment realizes that it breaks down under analysis
into as many separate problems as there are seasonal trades, and that
to treat any of these problems intelligently it is necessary to master
a host of details concerning the materials and products, the technical
processes and personnel, the commercial organization and the markets
of the trade in question. Obviously the agencies that are to deal with
these problems must have qualifications of a special sort. We have had
to choose between two evils in deciding whether to treat both cyclical
and seasonal unemployment or to treat one problem in artificial
separation from the other. The evil of separation is decidedly less than
the other evil would have been.
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IlL PLAN OF THE REPORT

The table of contents shows the general plan of this report. Interest
centers in the third and largest part which deals with the leading proposals
for preventing or at least reducing cyclical unemployment. But the way
in which these proposals operate and their prospects of success cannot be
made clear without some ahalysis of business cycles, since periods of wide-
spread unemployment are only one among many manifestations of the
periodically recurring seasons of business depresAion. Hence the necessity
for Part I, "The Relation of Unemployment to Business Cycles." And
clearly the discussion of remedies should be prefaced, as it is, by a brief
diagnosis of the disorder—the fluctuations of unemployment as shown by
present statistics, the reliability of these data, and the way in which
unemployment affects the worker's body and mind, his home life, and the
development of his children. Any reader familiar with the phenomena of
business cycles and the facts of unemployment can skip Parts I and II
without much loss, and plunge at once into the practical details of Part Ill.
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and Virgil A. Sanders, by the Bureau of Business Research of North-
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der Wall of the Robert Morris Associates has put at our disposal a
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