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Ri.ihard Ao lester 'h"Wge Diversity and Its Theoretical Implications,"
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The actual wage facts seem contrary to what conventional theory

leads one to expect PeIrfect competition seems to be the exception,

Iem.Cnd and supply do not eliminate gross inequities or gross irrationality.

Movement in response to varying wage rates does not occur even in the

.arm locality; one of the most significant facts about wage rates is

their variation for the sam Job in the same labor marketo .Instead of

one rate, there iu usually a band, with a substantial range between

highest and lowest.

gesin erage Pa i . The Bureau of labor Statistics

collected 2,o00 ranges (the spread between highest and lowest plant

averages) for selected occupations (Table 1), Taking each occupation

separately, average hou.ly earnings in the highest-paying establishments

.xceeded those in the lowest by an average of 50 per cent in all indus-

i;rieso In almost one tenth of the cases, the highest plant average

was alleast double the lowest. Factors accounting for some of the

diverasity were: varying number of establishments in occupational

categories for each labor mrket; the inclusion of workers on piece

work and incentive pay, minor variations in job content and in geographical
,a, ., e-t.,ezheless, the diversity wis great.

P-.gP,s in Plant Averages forC.otton Textiles. A study by the

ut'haor al:.- designed to eliminate some of the defects noted above of

,; fh,'>BL,: .urvys... Table 2 showS the spread in straight time hourly

.:ini)nx.3 btwee.n high an'd low plant averages for six cotton text.le



TABLE 1

Distribution of Spread in Straighti*-izT Hosurly
Earnings Between High- and Low-Plant Averages

for Selected Occupations in Each of
48 labor-Market Areas

percentage by which high Flrequency
plant exceeded low plant

0 to 2.9% 19
3 - 5.9 53
6 - 89 79
9 - 3].9 96

12 14.9 111
15 17-s 104
18 20.9 128
21 - 23.9 129
2k 26.9 129
27 29.9 110
30 32.9 O40
33 35.9 151
36 38.9 135
39 - 4.9 102
42 - 149 119
45 47 .9 126

86 - 50o9 94
51 - 5309 87
54 - 56.9 86
57 - 599 55
60 - 62.9 84
63 - 65.9 67
66 - 68.9 54
69 - 71.9 54
72 - 749 50
75 - 77o9 44
78 80o9 55
81 - 83.9 35
84 - 86.9 53
87 - 89.9 22
90 - 92.9 43
93 - 95c9 19
96 - 989 17
995 100.9o 21
io]L 110,9 56
1Ll 125,9 70
126 1150c9 59
151. 200.9 37
201 300 17



occupations in 15 labor market areas in 1943 and 1945. Table 3 gives

coefficients of average deviation, Great diversity is again apparent.

~ige variation may be as great in one labor market as in a whole region,
and may be double or triple that in another labor market. (Uhionism
was not important here. Oany four of the plants were organized, and

they were not the high wage plants. )
Theoretical 3ilications. Uniformity of wage rates in a labor

market is exceptional. It is likely to occur only through government

action, collective bargaining, or combined action of employers =- ie.,

not because of competition but because of concerted action or restraint

of competition. A study of wage determination mast take account of

psychological, social and historical factors. &aployers can apparently
select the point, within a band or range of rates, at which they establish

occupational wage levels, The determining and limiting factors have yet

to be ascertainedo



Richard A. Lester, "A Range Theory of Wage Differentials," Industr.al and
Labor Relations Review, July, 1952.

he continued existence of genuine, local terfim diffrentials

in wages cannot be explained satisfactorily by orthodox theory. There is

a pressing need for new theoretical formulations in the labor field.

Some of the striin findings of recent investigations in this

field:

A Bureau of Labor Statistics survey in 193-44 of 48 labor market

areas found that for the same occupation, differentials among firms in

the same area were distributed over a range with no marked central ten-

dency, and that straighttime hourly eanings in a particular occupation

were as much as 50 per cent hitier in the top-paying plant than in the

lowest. int i-i'rt diversity in wage scales, measured by the coefficient

of average deviation, was almost as great in some cities as in a whole

region. And in some cases, the local range failed to contract despite

-the shift from widespread unemployment to general labor scarcity in the

].940' s.

An examination by Raynolds of starting rates in 28 manufacturing

firms in New.aven indicated that interfirm differences were almost as

great in 1948 as in 1942 -- the rate in the highest-paying plant vas 78

per cent higher than in the lawest-vage firm in 1940 and 72 per cent

higher in 1948 -- ad yet the low-wage establishments suffered from no

shortage of labor.

The North-South differential also varied widely and irrationally:

g,, ~ in one piulp an.d paper firm, the Southern scale was 5 per cent higher

l.r;i the ortXhern; in another firm In the same industry, Southern scales



were 21 per cent below Norther scales.

Although the skilled-unskiled differential has fallen, it may still

range from 30 per cent in one firm to 100 per cent in another, in

the same industry and in the sam general area.

Local Differentials. The author studied hO manufacturing plants

in Trenton. Starting rates and average hourly earnings in the lowest-

:age firms were only half as high as in the top plants. In general,

there seemed to be no direct correlation between wages and quality of

-ork force, although this was apparent in a few cases. The reasons for

these large differences lay in the following management practices: in

general, hiring was done only at the bottom. Word-of-morth was relied

on to secure applications at the time labor was needed (no applications
were kept after three months); applicants had to decide immediately

awether or not to accept the job; no one employed elsewhere was consi-

dered (antipirating convention); and the most mobile workers, "drifters"

or "floaters," were usually rejected. After a probationary period, the

worker was secure in his job from outside competition. Promotions were

effected from within. In man plants, eligibility in benefit plans

diiscouraged mobility. The wage structure -'as often governed by a job

evaluation scheme and union policies, both remote from labor market

conditions in -the locality

Workers were unable to shop around for jobs, because of lack of

in:formation and because of the naagemeat hiring preferences listed above.

Once employed, they tended to develop attachments to the firm; the

avo.i.?nce of risk and uncertainty seemed to be a powerful motive. Finan-

cial. considerations were not uppermost -- in part because they were hard



to aompaire, depending as they did on possibilities for overtime and the

operation of incentive systems; the highly personalized reputation of the

'irms seemed more irportant.

In summary, workers with fram one to four years of experience,

,7sually about 80 per cent of work force, were therefore attached to tne

Ii;,i and out of the Job market. Movement of the other 20 r cet' conlld

.-erye to eliminate differentials if it wre not so random and inpulsive

Occpational Differentials. Intraplant wage structures are

iotriously haphazard and irrational. Great interfirm differences in the

:i.llaed-unskilled wage ratio persist; copaes have considerable latitude,

partiaculaly in setting rates for skilled vork that does not cross industry

lines but is attained by on-the-job training, with promotion on a seniority

.iasis from within. Job evaluation schems also indicate that market

forces are largely inoperative because the criteria or factors are usually

aonmsrketb

ol Differentials.. These are of long standing, with great

xut apparently random variation.

Conclusion A new theory =sat take account of historical and

.Sti.tut:itor.l factors and the practices of workers and aagent

aeoriests have underated the anti-competitive factors and ipediments to

;.oo ;-pelion in the labor market. Instead of a competitive or equilibrium
:e , a range of indeterminacy exists. CoupXanagements vary in labor

attern^ and can often select a position of long-run stability at various

;:ints r thin the range of indeterminacy.



Louis R. Salkever, "Twrd a Teory of Wgep Struct ," Idustrial and
Labor elations Briew, April, 13953-

be ineoonruity between ihee irial st s n this field and

the iplications of the static, long-run, full-Xlpoymnt models of

neoclassieal theory has led som econcmd.ts to attribute the ga to

imperfections of the narket or of th dat, and others to conclude that

aN theooretCal cstructio is ftile. th proach ill lad to

the enric nt of la eds.

thodolgl Ptobm. bxpla=ti in ter of rauda varia-
tion about a basicaly table relationshp nst be rejected. Wqe structre

is constantly chanig andm lti arate, req g coarative staties

and dyna c aalysi rather than statei equilibrim anysis. On the

other heandl re accident can account for the transient existence of a

-p-n-eon but not fbr its persistene.
tie debate betwenM rginmalists aud antlmrginarlists has been

confused b drd of tr. Ibrginal analysis, if appropriate

en applied to the functional di6tribution of real ino, is ot appro-

priate for the analys of occptiocal distribution of mony inoore

Purtherare, hat is true of the hbole is not neessarily true of the

parts.

However, dissatisfection with extant theory should lead to some-

thing better than antitheoretical conception. anheardy quarrel

with a conclusion that vage rates are aetb.y vW bargainr, or that

they are affected by "nuerous ecoo c, psychological, political, social

and institutional factors," but to na te proed i not to explain

the process. Nor an much be gained in the VW of thioretical constructs



from the available empirical data. The data are more or less sufficient

to support initial construcs of some usefulness in indicating a relation-

ship between the size of skill differentials and economic fluctuation

(Dunlop); between productivity, unionism, and interindustry differentials

(Garbarino); and between the degree of unionization and the union-nonunion

differential (Ross). The need, however, is for more general propositions

for which empirical tests can then be developed.

Slichter found a spread of rates for identical occupations in the

same locality, but also a surprising amount of regularity. This would

be the expected result of a discontinuous relationship, differing not

onlyr amng individuals and occupations but also over time.

To the seller of labor, even then alternatives are perfectly per-

ceived, imaobility ray be rationally based on the costs of chanVge -

economic, social, psychological. Furthermore, inability to forecast

with precision the future behavior of the econoay prevents use of a

simple calculus of present disadvantage versus future advantage. But if

differentials had no effect upon mobility, the labor market would be

characteriLed by a completely inelastic labor supply curve for each

employer, which does not exist any more than the completely elastic

aSpply, with each incremental chage in wages attracting substantial

aount% of additional labor.

he physicist has noted that a body at rest tends to remain at

xest until the force upon it becomes suffiieit to overcome inertia.

!i.ployment consciousness Xather than wage consciousness, reluctance to

change aid the like are the determinants of a social inertia which my.,

up to a critical point (a sufficiently wide wage difference), inhibit



movement and ak e rates operative below the level of observation.

ence of Occpatio _ifferentials. An occupational structure

ris;es with the introduction of division of labor in the plant. The

employer must make some jumaens on the relative importance to the total

productive operation of each task, and will be less willing to risk the

loss of the more strategically located worker. The latter in turn will

becoms urwilling to work effectively at a "higher level" job without a

'a85e difference. As the occupational struture matures, labor supply

~,nd the nature of the learning curve become more important influences on

the development of differentials than the primitive ordering of job

importance o

The comparative vantag o the employer, ith persistent unemploy-

mat the condition of the economy, to replace or retain particular Job

occupaauts hich becomes reflected in the relative wage level, depends on

the nature of the learning curve. In the performance of a specialized

taskj, octput per manhour increases for a time directly as a function of

time on the job. This is dlstinct from prior training, and from improving

technoogy Existence of such a gap explains the willingness of an

-itployer to pey currently employed workers more than he would have to pay

csplacements

Learning curves are not identical for all occupations. It is

loical to assume that the h5gher the skill, the longer the time required

x:efore the learning curve levels off. Therefore, as we ascend the skill

ve.,, the disparity beiween the output of the employed worker at or

be-yond the vieing-o. f point of the learning curve, and that expected of

onparnb]y trained replacements, should increase. Despite individual



dffertences , ad vithout assumng any precise computation by the employer,

oclarLotios differentials can be explained on this basis alone, without

atwuimng artificial restriction of labor supply, the equating of the

utility and disutility of monmoney factors, or any artificial marginal

aalysis@

Cha a in! Differentials Over Tme. The iterature is full of

v3..uable nsghtsins f or uigh ca sinto differentials, but

'*here was no recognition of he dynmic mture of the problem. The

;nfluences of t ts doftraig ts t of emaloyment, and financial risk

w;e' xregarded as stable, and expecatios wre ignored. For example, the

.o3t of acquiring skills is affected by the economic environment: if

thiere is an increased demand for a skill throughout the eeonoaor, exhausting

:epool of unemployd workers, training progreaB will be supported by

S.fm and by publi agencies, thus altering individual evaluations of both

'. costs of training and expected return on skill investment, with a

~olresrponing ehan.e in impact upon wage differentials.

Mbilobif Labor &pEly The concept of a labor reserve, adapted

wsridged from Marx to explain the irreducible minimum of unemployment,

: -more uzneLl tha the traditional concept of noncompeting groups.

I.hployment or a higher wage is often insufficient to effect ovement

?n the short run because of attachment to a firm or industry: longshoe-

-;t.. for eseple, seem to be less mobile than carpenters. Occupations

.i.-de to a fim= o0t industry will tend to be less mobile than those which

c?;.^ acGross nad.urtry lines.

.Ie effect of a wage diifferential or a change in a wage differen-

:. oLo Lhobity -3,berefore, conditioned by the nature of the appropriate



lebor reserveo A change in the output of an industry will have a dispro-

portionate influence on the size of differentials according to the nature

of the labor reserve Tfor each occupation employed in the industry -- n

increased output ouzld be expected to raise the wage differential for

occupations required which cut across industries more than for occupations

-or which the industry labor reserve is sufficient.

The Product Market. The product market and its subsidiary, the

market value of the productivity of a firm's labor force, impinge more

on the total wage bill than on occupational differentials Burt again,.

ociupational groups more concerned with retention of erployment, and less

.enaitiwve to uage rates outside the firm, are more likely to feel the

effct of a product market change on the total ge bill.

Economic Fluctuations. The decision to undergo training is not

.independent of economic fluctuations. The expectation of yield from

increaed. skill is more favorable during an upsving, and the observed

narrzoing of differentials results from the increased S.Wply of skilled

labor in that phase of the cycle. Tecoereere is true in the downwingc

Te fact that alterations in differentials can occur within a

logle pha1e of the business cycle, as the experience of the National

'Wae Stabilisation Board indicated, can be explained by the learning

cure, hibch is conditioned in part by the ecoeconnviromn ent but is

aiso subject to interfirm variation in output, which may differ frAo total

e^ooo'arm trends. rhe learning curve in each occupation is a function of

i. toinuozm employment at a particular taako Increased production lessens

"' ap between pariods of plant operation and reduces the tise required

'-o r^ach average effiAc.ency During, expansion the learning curve ie



chanetd mos. for higher-skld l groups, for whom the parameters of the

output/time ifuctimo are widesto Hence differentials narrow in expansiony

During a contraction, the effect of the learning curve is to widen

differentials.

Fluctuations in the level of activity also exert differentia.

presaure on wage demads of occupational groups With rising prices,

the income-need pressure becomes stronger the loer the occupationo .i

contraction, the fear of losing Jobs is stronger for the lowest skills.

The stcructure of the labor reserve is also affected by changes in

gener:al economic actilvty. If the reserve is tbilt around an occupation

,lt:h eonsiderable cros r a ross-industry mobility, expansion h.3i.1

-i'crtiase ability to move, thus offsetting to some extent the narrovWn

off'ect of the other factors discussed.

Role of Governmets. The influence of governmnts and quasi-

g-;ernm.ents 'e.g., trade unions) is easily exaggerated because of thei.r

prominence in the procedure of trge determinationo Their actions are not

-xogenous variables but ae conditioned by the other factors discussed

'i the long run, governna t and group action may alter the institutional

Itnewrk within which. wages are determined. his would require the

:re::?ozulation of the propositions aduibrated here.



CiacLk: Kerr, "The Balkanization of Labor Marets, " Labor it ad JEconoc5pprbuniy> 1954.

Kerr explores the notion of the institutionalization of "natural" or

"f;ree choice" markets. Free markets are characterized by indistinct mnoueries,
geographMcally and occupationally. The instit;tionalization of such mareets

ie the effect of the establiahbent of for al and informal rules which divide

te market into definite and limited noncoepeting grups.

D. theshort run, there have always been recognized barriers to *te

choice ian the labr market: rnonceoaetig socio-econcmic groups; the deeire .for

security; Personal preferences of employers. The craft existed without the

t:rft union, and informal job ties without seniority rules.

Intitutional rules replace the free and inorant many by the kow-

ledgeable group. Utions establish soverignty over a "Job territory;" uttsidere

are noneitizens without rights. Wherther by action o coamminity of wrOtieri,

of the ccsmmity of employers, or by goverament, controls on movement from

these surces are defined as instittional rules whether they are written

o;rZerelyimsplecit.

.Aong the great variety of rules8 two general systems are discussed,

1. Comounal Ownership. The exmaft union - e.g., in the building,

pr-itintg, maritime and teamster trades asserts proprietorship on bebha3

o: - i.t members over the jobs falng within a ca2refut3y defined occupatioJ.

:ir geo3raphical area. isployers must hIre union members; workers enter the

mrivt through the unions. Unions may exercise preferences (on sex, racee

'~.Sitia ~̂.ms);- usually local members are preferred to tranfers even fromI

?:ot'e' < local, Apprenticeship prog as are sometim.es the only means of entry
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When work is _no-Ully plantifl, ace utnon issue vork pe Sits,giving

tmgporasry mpo~sent riats to outsier.

Morwmt ia pri ly borisotal, g , with the primry
tie to a sr.i and a looer tie to the elye. Toe worke gets his security

fro union control of the labor s -ly- and fom closed shop agreezents,
uner vbich aber i in the unin Iust preOde elomnt.

2. Private Popertr. B iaurtrial enterpris, the arhket isredIced

to the irrez ble min ra by senaSrity prosrioms. IN workers are hired

by the eempmyj asJobe open ip, twhe wokers move up in order and as they close,

vorkers move d io rier. Often abliltyis a criterin along with seniority,

bat this is till an intermal aa t to whch outaiders have little or no

access. mhe Voker is held not ol3 by proapet of advanemat but perhaps

by a pension plan as velt.Other apoers vould be reluctant to hire hi

ay fr his fim, under th ot ry ge timns ageemet atinat pirating.

In an ease, he woual need to fstat; sr in at the bottom of the seniority ladder

in anothr plant ith lower sttat andminu .

kMovmnt here is verttia, within the plant, rather than horlmntel.

Portof vEntrn.Evn in the absene of instiutionaX rmes, most employers

consider a Job not*qa fbr bid if theia BImbentifs satisfetory, and they

generally prefer to proote fr m vithin to canvaing the open maret. Ruls,

however, set sharper buri interal and ezteral maret and

define more preeisely the ports of eatry: broadly, the union offie, and the

eomany per onmel office. Cnt&at vLwtb the exter nal arktl is only at restricted

points, with hiring nerlly only at tbh bottom of each gade (ooaon labor,

clerical, etc.). As specificatains becoams morfol and cover more Jobs,

deternintion of the spetiflcaton beomes of in sing conern to persos
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in the external rxtet bo are universally unreptrented in the council which

set the spefostios.

The Baonr@ ict of tittotslalisation
1. Mse rules *iah uan s uae far ettitAg mbersmad enloyers use

for hiring worermcn lar IOtLanett comneqme-es fbr the produtivity of

the eeaooy paing o the cperatiwe ir on efficien and

acceptability.
2. The effets on obit-r an on be umii ed, but mobility is

probably reded. I rnral, oraft rule dl4e lntroc atlonal mbillty,

though they Vy Inerease intesrldu try mobility, as in the case of maintenance

wrkers, or ereae itat in the cae of lonIc herm. ea ules of industrial

unmions _rall reitrict inter stry moblit. he rule of both groups

atteapt to reduce mobility betem oateorea ofeoplomant andundmploymIet
and between labor fbrce paritcaton ad withdamMl fro the labor fbrce,

aince a htigde of attabl t to the ok fbcs usaly neded to

preserot the rlghts and privllges of union -mmberbip. oth sets of rules

alo tend to hold uemplim d vaxe'rs to their lpecal mnmcst rather thea

encourag thn to coQmPte actiwvly for jobs elshre.

3. Craft unions um their c 1t over the ufly of labor to preserve

the veg rate rather tban tot oe it . pply adjusta to demnd, once the

rate is faed. I supply is greater 1tba Snd, the uniAon conto the flo

of nevw abes and encourages w har p pi1 ; admb asnply is les

thi." dAam.td, is i orwrk pe ito or wenoras molanidOn.

k. Indnstrta unions, ladckng the _e degree of o l over labor

supply, eert ti frts to control rmsnd (diSssal boinase, gparanteed
wa e). Since seniority rules tie wxrars to the plant, unions wst be more
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mconerned with the eap3lC t effect of their wag dns. In genral,

seniority r theIrn picen tich holds te rvoz to the plant.

Further, the rduation of contat with the external r t encourags Job

evauation p to set psb rat in te interal ar

5. both oas, ss xts aewt l aeect n aboatinS labr than

they awe in free saz ets, Jut as labor moblity is lws potent In setting

ge rates.

00f m~.mobelgcm s of d cision making has shifted fono individtal

workers and Iiployers in the free to roau of wriers and bureaucraic

mnam rs in tbh institutionlal d 2makts. soep s have established other

criteria than Just the peIX ea: niorit, order, seaurity and certainty.

Decisions are d autttti, aceording to rules, rather thea according to

indiviual Judeosts. B les, hbower, uay reflect prejdices Just as ch as

individual Judgments oey.

Seniority rxs ae obB ore restrictiv of individul dC and

retard efficieny e t craft rules, mWch are the ustia targt for

criticiie. be role of the geII--eut is lIke3y to be ltAiedtao aking the

rules afe g entry ore equitable. t if the lavs of the private Overents

of industry and lb fti by too gret a rgi to eet pIblic view of

vlfre, the "plamnnd" labmor aet ay sueed the institatioal satet.



Simon Rottenberg, "On Choice in Labor Markets," I tral and Labor
felations Rview, January, 1956.

Imis article is a defense of the claasical theory of labor mobility

against criticisms by epircal reseaches. 0Th classical theory,

devwloped by Adam Smith, can be smaarized as follows: Sinc each

individual is motivated by his own elf-interest, he will eek the

occupation which is the most advantageous and least disadvantgeous to himo

h1us, hewill maximize his net advantage, giving son wight to both

pecuniary and non-pecuniary considerations As a onseq nce of this

behavior any increase (decease) in the net adantaeousaes of one

occupation relative to all othrs will caus a redistribution of eqloymnt
to (from) that occupation from (to) all others.

Although critics assert that the theory assuma that relative

cmapenaation is the nly factor which is relevant to occupional choice, the

theory gives proper recognition to ndeendent variables such as status,
uncertainty about employnt, disagreeableess of the occ tion, and so

frth0 It is, hower, part of the theory that an increase in the c ation

for an occupation, ceteris p.rib, will ean that oore 1ndividuals will be

attracted to that occupation. Siilarly, an inrease in sCe non-pecuniary
attribute of an occupation ill attract more ortrs to that ocupaton.
The purpose of theory is to abstract fro a rather colex motivational

system soe sound principles vhich yield "tolerably good" predictive results

-- not to describe all outcoae.



Robert Jo LaImpn, "Commieation: On Choice in Labor Markets," Indutria
and Labor Relations rview, July, 1956o

Rottenberg asserts that the classical vge theory offers "verifiable"

predictions c cernilg woerIr nobilty. For etap , it predicts that an

individual vill choose a "dirty" ob over a "clean" Job if the wage

dferential is Just sufTiient to owercmPeneate for differential

"cleanlane" becau the individual seeks to maim ie hie net dvantageo

This is, however, not a "verifiable" proposition because cos could argue that

te choice of either al ot i consistent with the theoryo If the

individual chooses e againt the other, it is because the net advantage of

the one must be greater than the not advantae of the other. esam sort

of arguent is alicable for other pedictions of the classical theory. In /
othmr words, it is tutolcgiealo



Melvin Beder, "Wage Differtentlals: eo asi IkaLsuenc Ampeeta of
Lb rE i, tioa.l Bra of Eono eBamirhG

Thlis stdiy considers two specific tpes of vags differentials:

occ Vati e i stSonriala. fe discussion is prefaced by four

vw ings: (1) As usually masur, wagss slide the pecuiary value of

fringe benmfts. lbs may wll distort oonuarioas for the posar

period. (2) Wa1e lels mt refer to aer of evera : saight
time hourly ves, avera hourly earnings Iaelin overtime, mean or

median weekly or anmal earnngs. They do not vary portionally from

one Idusty o ooupatito to another, (3) reqn distributions are

often ndicated only by mean or median, laving umelored other aspects

of earing distrbutions. () Varatio In hir requiremnts, and

therefore labo qualitr, and the attractl eess of Jobs to workers, are

iportant factors al u they are uually codtted for the sake of

brevity.

Occupational Wage Structure. Ihe skill differential is measured

by the percentage difference betwe the horly earings of workers

ddegnated as skiled an unskilled. 'be percentage masure is chosen

rather than absolute differences because of nterest in the "welfare-

distributon" question.
Secular Bdhavior of the Ocmotional Vg Structure. Mst authors

have argued that percentage occationl wage differential. have shown a

secular tendency to diminiah. Generally, epirical evidence supports

this concluSion, with imsortant exceptions. If differentials have

declined, then close substitutes for urban unskilled labor should have

experienced a relative ncrease in houry earnings - and sme have not



seder.

done so. br emeplfm,audryv rers have eaperienced a relative decline,
as have egrieultt l , especially fbr the 19O, although the evi-

dence is sonhat ontradictory.

A possible expnation fr these contraditions is the declining

industry argumentt: sowork=ers annot or vll npt leave the declining

industry, and as the imobile we era disrprtinatly epresent the

older segment of the industry's labor force it is to be eected that in

the short run there vll be a deelin In the quality of the labor force

as vell as a deelie in esploymert.
A name nrl ent for decreasing occepati l differentals

follows from conventisal price theory. be educational level of the labor

force has increased, and with it the propoon in skilled elployment.

The falure of relative deand for skilled ers to inrea as

as supply has led to a decline in skill differentials.

However, the causality in this argument is open to question; the

secular ncrease in the relative number of illed rkers ay be due to

changes In relatite dned. ~it , seral fa ilto y that relative

demand has not shifted: (1) Inreesed schooling is due in part to

compulsory atteance. (2) here has been a shap reduction in child

labor because of legislation. (3) The major case of increasd private

spending on education has been increased leoe: private education below

the college level is viewed as a cons r rather than producer good.

(4) Those vho crease earning power by aquring edution generally o

into business and professions rather than into skilled maual work. The

evidence is that s ly factor are adequa to ep te delnxe in

skill diferentials.
.-

2.
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It oi also possible tbat ecmcic progss Vill tranform the

occUPational ag strcture so that the "pleasant" jobS vwil receive low

pay. If vwhte-ollr obs ae cosered pleasant, then one result of

rising natrionl i e art be a gfreateorspy of ite-collarores,

thereby tening to narrow wue differentials.

The author rejects the agumt that inflatio is a long-rn cause

of narroinsg wgs diferentis or that efforts to stabilze prices

will resove the ressure for diminishing them. The reason is the eis-

tence of a real minimnm wgp below hich hiring is not conteaced.

This minMn is subject to a me illusion, so that a s lar rise in

price evels leads to a seular decl In wep differentals.

The Pattern of Short-RMun luetuationin I Mrg . It is

generlly agreed that n the srt nm ll gns hne elatively

little in normal tines, but conract shal during periods of over-full

emplyment. However, vhat has not been accounted for is the fact that

the shar narrowing during periods of h labor de has been on

partially reversed in lowB-dema periodls. Tso possible ePlanations
of this pattern re ffered.

During periods of over-fll eMploymt (speciftially wrtim),
partially trained wrers can replace skilled ters because they can

be bept busy at a narrower range of tasks; the elasticity of substtution

between partially nd fully skilled vrers is nreased.

The second erpaation is sugested by the beavior of eperience
differentials." The tight labor market reduces the availability of

experienced workers, and thus the costs of findng an erenced worker

must include: (1) the time-consmtng process of finding nd recruiting a

3.
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0 currenstly ealcyd v ter aud (2) the additionS cost of Iia ciiDg him

to leave an establiDsd rtuaticm. Itthbr of tese factors is

iportant for the ineurienmed wlP, and the hS* demnd for labor

sl liely to affet the iaperiened mr, than the eZperiened w r,

thereby closig th "e laenoe ditfre ta." Given the feuzt

associatio betwen dkill n ez:eriene, t kill diffSrential is

likely to move with the ep*erieno e diffearetil, *ich ialimes that the

vasge of unskIlled or io paeriensed wMImsa"e apt to be are sensitive

to the stat of the labor Wket

Interinatry DWifreutials - b LongSt. Most diascuisons of

interndutry diffref tials proced vthout mh conideration of econa dc

theory. If an ad hoc theor islinnsi nt with the ie licatio s of

price theory, an eplantion is in order. Itnlegu:tly it is iUOprtadU
to spell out the price theory aUSliatos for ineriutr differental.

In the long rn,ru,real dif Stial amng indtriea will

reflect differences In the skill ix. na daiffrees between

location should be no greater than a be rtRionaised by differences in

living coats. In the short ru, arkll diftre ials should be positively
associated wth changes in ealoant, due to short-run inelasticities in

labor supply. But long-rn correlao boteen vp levels and factor

quantities should be wero.

Soae evidence has been presented in ort of the oetitie

hypothesis. Stuaes have shown that the rnk correlation coefficients

between (a) vges ad 1 bor elced, and (b) twes and tangible caital

owned, were not sigificntly different fra sero at the 5 per cent level.

hiere was insignificant correlation between podt tivit an aerage

1i . w.w Kndri PIrodtt thweWted Sta
rrlnoeton, national ure of Bc.:. eiS, ll.
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Jhourly ,agez among 333 indugtry groups during the period 1899 to 1954.
s. ad;ition, there was no 8significalt correlation betwe user cost of

cap:ital oacl average hourly labor oompensation. There is, however, slight

uega^ive correlation beteen unit prices of output and factor roductivity.

Another finding that bears upon the competitive hypothesis ia the

Sbhatvior of the interindustrial age structure itself. fThe coapetitivw

hypotahesis implies that there should have been a secular decrease in intes
izdustry relative dispersion because of the secular decline in skill

mn-gins and in regional differentials. Although direct evidence of

dijmainshing relative dispersion is difficult to find, it has been shown

by Cullen and Woytinsky that particular industries at the high and low

ectre es of the distribution in a particular year tended to move toward

t-he rie.n over tiae.

Mhe author summarizes Slichter's views on the long-run equili-
bri7.2i tldustrial irag structure, and comments on two.

Sichter finds substantial correlation between net income as a

percexntage of sales, and average hourly earings* He then concludes

thati; w.eo in the main reflect managerial discretion. However, correla-

t.:on nmy also be explaied by analysis of the firm's behavior. Many

.la:.: n.a.profit'able.ftms ignore local maret eonditions and pay high

:-,es GO avoid Intercompazn differentials and to be selective in hiring

·p:taics.. This does not explain moemaents in relattve wages. Ihe indus-

*·.rij. va^e s-ructire is affected insofar as in soe industries the percen-

; . of vormkR.-. employed in large firm si greater than in others. There

I.;:::;̂ Ire.aen aociation between high concentration ratios and high

·,,r .a,.a i4-rven moment ina tinmo Such an observation wuld not Juntif-



the conclusion that there would be an association beteen changes in rela-

tive industrial wage levels over ti and the index of concentration at

any ;ment in time. A more legitimate phrasing of the question would be:

are changes in industrial concentration correlated vith changes in occupa-

tional age levels? The evidence indicates that such a hypothesis is not

confirmed.

Slichter also asserts the existence of a strong inverse association

between hourly earnings of unakilled labor and the ratio of payrolls to

sales. In the absence of competition such a hypothesis seems plausible.

However, an alternative explanation seems more likely: high ratios of

payrolls to sales are found in industries that specialize in fabrication

operations, and are associated with low wages because the likelihood of

such specialization is greater where the fabrication can be performed by

low.wage labor. This should only hold in the short run.

The Short Rn. The coupeitive hypothesis explains variations in

wage structure as follows: Wages increase in industries where employment
is expanding because of short-run inelasticities of labor supply, and

fall in industries where employment is shrinking because of labor inmo-

bility. Considerable evidence has been gathered on this relationship,
and it shows strong positive correlation between wage changes and

emtployent, tending to confir the competitive hypothesis.
Iowevev, several significant studies (e.g., Levinson, Boven) show

aha- positive correlations obtain in periods of low unemployment, but in

perlods of high unemployment the correlations are either insignificant
o.' nau-bi.ve. If this evidence is accepted then the competitive hypothesis

:i, lr.tnformatve, if not invalid as an explanation of short-run movements
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of differentials.

Prot,. Ctn/onete acon- and Related Variables. e evidence sees

to indicate a fairly stron positive n beten iustr levels

of current profis ad relative dusty wg levels. is uppot the

eotioua that rels ae in fat st at the disretion of s nt, at

hl1e levels ihen possible, and at loer levels *ten profits drop. It is

i rtant to distguish betwen levels and mvements: The cometitve

hypothesis is perectly o ibele with the noto that profita firms

pay high vages, but it is les cear that profit diffr ial explain

moovements inliteaindusty rage structIure.

fbr soe periods the latter rpote seeo to hold, but on the

mhole, iadut concentration s a ch bettAr e plaatory variable.

Average chanes in hourly ea s gr ater ini e drateried

by unionsation aMn coneentraton. his wb be due to the slow response

of concntrated industries to chann demnd. herefr the period of

high profits, ftU caep ity opertion, and tre th i product pries

lasts longr. it is arued that thi gave rise to relative inceases

in ar gs in the cocetrated setors in the 150's.

FT s ma be villing to grant wae inceaes if they an recoup

increased costs by icreased produt prices. The spposition that two

sectors of the ecoony (conentrated and c etitive) behave dfferently
with regard to the ratio of wages to productivity i in direct conflict

with the coqtitive hypothess However, to argue that WVtmnts in

relative ge levels are strongly corelated ith relative profits or

changes in product prices does not ntrict he co titie hypothesis

per se. Both these variables my be correlated with variations in the

7.
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level of employmnt and reflect only the Influence of the latter on

relative Vages.

Productit The evidene on the relation between man-hour

productivity and wage hardly permits the acceptace of any hypothesis

relating these variables.

Unions. Consideration of unions has been eliminated since

resea-ch has failed to ahshigniicant relationships between the

influence of unions and maoveents in interindusty wage differentials.

One VouIl expect that ihere profits are correlated with wave changes the

correlation should increase under the influenee of unionism.

on n. The copetitLve hypothesis iis t ts best n

explainng long-run variations in both skill nargin and interindustry

differentials. In the short run it does wt apear very reliable.



W. Rupert Mbclaarin and Charles yersN, "tgs aMnd the 0Ovemt of fctory
Labor, Qrt y oural ofn BooacS Jebas5, 19"3.

This article is based on a study of a 1ma glsa labor marbet

dingm the prewar years of 1937,1938,7 nd 1939, an a re-exmLnation

of the sam aintet in1942- . Atbentio. a s fcused on te mnt of

aoveant. betwen tir and the effect ofwBOmrnt or lack of moYemnt

on equalsatio fof vap rate for ooparable Jobs.

TWo ajacentB, madiia-ised maumdacuettr ocities vere cdosen for

tihis study. MMe ooctazlad a coomderbla mur of diffrnt lndU trbes,
asd vwre the triding centers of a subtental g . earwre

sufflcsintly distat froa a other iornt towns to fma a ditintct

ad coaeItlabor abet. TSia u not a h ags region, a nduionism

did not ecm an iortt vator In mP dtrmnation until 1941-2.
fte c xnity v also characteriSd Ob m boyowbhm hip aad

important racial ad rellgioua inflsnoea.

Waees, vorkingeoailtorc labor trnmver,horrsuvored, ad other

infbration were collected in the initial perod; and in 1942 the mret

was re-emined snd S*interielswere oxdnctad to assess the eplobyers'
and vorloe reasoan for hbax1ee.

The period stUdied contains a o leto qcle from peak activity

trough recession the TrecoveZ y of 1937 l.vel
ind . The fdi f supst that the theory of wes as presented

in economdc literatre mast be odifie to take moe Ab te account of

the barriers to maveet vwhih exist vithin a tlaborsar . In this

community, typical of a great mrls Saml Aaerican mnufhcturing cities in

the period from 1937 to 19kr the principal barriers to inter-factor



MT-clawuxin and i-yors

movement may be surmarized as follows:

A. Dema Side

(1) The existence of a "gentlemen's agreement" among ay
of the factories not to hire labor awa fron each other.

(2) The prevalent practice of hiring primarily relatives and

friends of present wrrkers. The absence of affective

centralized hirigi thods hich would ensure eaployaent
on the basis of mrit.

(3) Th preJ' ice agnst hiring older eamloyees who had

ored for a cosiderable period in soae of the locer-

paying industries; the rel difficulty of re-traning

the leas adtable of such Brters to work on nve types

of machines; and the preference of "unspoiled ne

workers fru the high schools.

B Supply Side

(1) The tendeny of workers to seek and accept obs in their

imDediateneighborhood, often through the influence of

emplcyed friends or relatives.

(2) The absence of effective vocational guidance or advice

on the part of the school ytem hich ould widen the

yorkers' horizon and choice.

(3) The reluctanee of many woaera to risk their seniority

position by moving.

(4) The weakness of fiancal incentives for aovement as

opposed to acutcmd and friendly environmental condtions,

These barriers wera so effective that, except under extreme boom

2-



condit:Ions -bae amount of moveient in the direction of high-wage concerns

was distinctly lmited*. The absence of a greater threat of aovemenr

considerably weakened the econeoic pessure on the low-wage firms to bring

their wge levels into line. On the other hand, may of the high-va
concerns were reluctant to take avantage of periods of unemployment by

ctAting wages. Ts ppeared to be cauaed partly by the fear of labor

resentment, which would reduce morale and output even thoug not affecting

movezent, and partly by untillingmss to cut rtere' incomes as long as

the coipamy had the capaeity to pay the existing scale of ages.

his article indicates that frther classification and analysis of

the relation between ages and movement in other types of labor mrkets

end for other types of -Aorers would be helpful. Valuable, too, would

be an understadiing and analysis of the social systes to which the

w^orers belong, the inluences of fatily and school, and the social

organations developed by some emplcyers, hich succeed in tying worbers

to pa0ticular fim regardless of wae differentials

his study suggests that horizontal barriers to movement make

the graitational process toward the higher paying jobs very slow.

Fut..her standarization of wages amy derelop through 'interference by

the State, ard by the spread of collective action on the part of management

and uaions, but there is little apparent tendency toward the equalizing

of efficiency earnings from the flow of labor into the most favorable

channel o



Sol Swerdloff and Abrahaa luestone, "TheMobbtilt of Too1 and De Maker,"
Montly Labor Bwiev, December, 1952.

fhe ureau of labor tatistics made pilot studies of the trining,

work exwerienoe, mobility, and prsonal characterstics of workers in

several occuations vital to deftnse. li article ex nes the exent

and kinds of Job hanges mde by 1,712 tool and die mkars selected from

the parolls of 315 metal workng plants in seven large mtal arking

areas. Te mworers, chosen to reflect enerall the nation distribution

of tool and die makers g industri, e personaly interiewed on

their work histories for the 11 yers betmen 910 aM 1951.

Tool and die makers are at or near the top of the occ tional

ladder for skilled workers and, therefore, hav relatively little induce-

ment to go into other oc tons. On the otaher hand, they can find Jobs

in more than 9,000 plants in a wide ranp of mtal workg industries

througuthe court. as Lves the considrbl opportuny to

shif among elCews oridrustries. In ena al, the 11-year period was

one of very farable e n topportunities tr tool and die makers.

T3e vide avaailbit of Jobs ldeit easy to hane Jobs in order to get

higher pay or better prootional opportuitie or, for that matter, to

change Jobs when wtorking coditios, pelrso relationh s, or plant

location wre not entirely to their liking.

xtent of b t. Bearly 3/5 of the 1,712 woer interviewed

had worked for only one eqPloer. fte 733 hao bad hanPd Jobs avera

nearly three shifts each, but the aanmt of maurent8ifIted considerably

among individua wrkeres mre than balf of those ho changed Jobs made

only one or two nves: 3/5 of the Job chanas ware ade by the 229 workers
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vho made four or more job shifts each.

Patterns of Ineri u y Job C ge. An iportant conclusion

obtained f.:o7 analysis of the work histories was that those tool and die

makers who changed eployers did not appear to have strong industrial

attachments and that they vere able to cross industrial lines freely. At

least one-third of the tool and die mater studied in each industry had

not originally ied as orney n in the intustry in which they were

working at the time they wre interviewed.

.Geographic end Oepational Mobiity. Although nearly 43 per cent

of the sample had aed Jobs, less tn 9 per cent reporte that they had

changed. cities during the 11 years Of these, about 5/6 ade only one or

two such shifts, although sme individuals made as may as six. Personal

considerations were the main reason for nmovWi. Iduc s - such as

better pay -- whic led to shifts from one eployer to another in the sam

area, apparently were not so effective in inducinguorkers to mve to

other areas.

During the period coverd, more than 90 per cent of the men inter-

viewed had worbed only as tool and die aker after becoming qualified

Journeymen, because of the high level of skill required. In general,

movemarnt is only upward to suervioy ork; to wrking in lower-skilled

machine-shop Jobs; or to nmving out of the machine-hop occupational

?ield entirely.

When the workers interviewed did mve out of the occupation, they

tended to work in closely related fields; about half of the outside jobs

held were either as machinists, machinery repairmen, or machine-tool

operatrs o
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reactors Affectaig Amountc of Mobi Mobili;y vas affected by

such factors as age, education, and length of time in the labor force

during the 11 years covered by the survey. Younger workers sad those with

more education tended to be more mobile. In addition, it varied according

to the industry in which tool and die workers were employed at the time

they were interviewed; the aircraft and machine tool industries had more

fluctuations in employment than motor vehicles. On the other hand, other

characteristics did not appear to have affected the propensity to change

jobs: workers trained by apprenticeship and those who had qualified by

otCer means were about equally mobile; foreign-born workers shifted pro-

portionately as much as those born in this country; married and single

workers experienced about the same rate of Job change, although single

workers moved from one geographic area to another much more often than

did married workers.

Reasons for .Chn:nJobs. Reasons given fell into two broad

slasses: voluntary and involuntary moves. TNo out of three of all the

Job changes were made voluntarily. More than hft were made to obtain

bstter jobs, either in terms of pay or potentiality for advancement. he

desire to improve working conditions or the location of the job was the

reason given for another sixth of these Job changea

iarrt 1t4o.unthly Labor Review, January, 1953 .

Personal Characteristies

A.e. The median age of the tool and die makers interviewed was 44.

recause the occupat-ion reuires a long training period, and macy of the

r-ccint entrants into the occupation were war veterans, few worklrs were



Swerdloff and Bluestone

under the ge of 25. DStribution acordng to Qae wa: 25 per cent in

eah of the three sp Is 25-3, 35-, and 5-53 ears; les than 20

per cenb 55 to 61 years; 5 per cent, 6 years and older; less than 1 per

cent under 25 y.ers
Depndenrgr Marital, and Veteran StaauA. Ninety per cent of the

man interviewd are mried; 90 per cent ha dependent other than their

iuves. 17.4 per sent rae veterans of World War II. MaW of the workers

vuld be likEly to receie oeuatitonal deaimts beaue of the key

iiportance of their ork, as vell as for ae and depenn sttus.

Etucstion. Six per cent of the men had acadeie traini beyn

hig scbool, 29 per cent had eiht or fter years of schoolin, but ho

per cent ere hih sebool graduates. This distrbuton by eductional

level shoved a grter concentratn about the edian than the arae of

the United States ml populton. Yousr oen had ore ashoolg than the

older men; eduational bacground of those bo had served aprenteieships
did not differ mateally frm those bo had not.

htiviy_. More than 25 per cent of the men ir foreign-born.

Jearly one-half of those abore 45 years vere foreign-born, but less than

10 per cent of those Iler 45.

Fen and XBafthrU-ibrgig. About one-sSxth of the vDrkrs had

been raised on fwaa. aver worke have been cn frm cities and

towns, in keeping ith the gneral shift of U.S. population to urban areas.

Occupational Choice zad Mbthod of Entry
One-quarter of the 1,87 sen intervieved indicated that they had just

drifted into tool and die ainkg. The zemainder gave the :ollowing reasons:
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Job xApteimer Irbterest: Six huadredl ad trnxty one believed that

thbey 2erseohaunicallyltculim, and alted to cLrk vith their hands.

Economic sldertio: One-sith of the 1,287 tool and die molars

Vbo answered that t atere the occupaio for better mgs, a

chance fbr adnt, arId/or aen ort f ptio i p or other

training.

1a:i_ B..C.O.a.._ Sevelto per Geote of the sen hos fbters were

tool and die mtr reported tha they had entered the trade for that

reason, ideicating that fMiul backgroud played an iwort t rol n ob

deterinatio. In all, oe-third rered that other um ers of their

faamiea had been or ira in the trade.

ct ofofit Job: bre than half of the tool and die mtars
starte out by V g in the trade. Of 1,135 m=a *o sered prentic-

ships, over half becme renties inL the trade i-diatey after lering

school. But only two-fifts of those o did not sere wapprentceships

started out in the mtalWmkring trade, ilndOating that mo men hift

into tool ana die tak after tim pet in urelated wrk.

Opiinse of the Ocpaton ae a Career
Of the 1,712 men interviewed, o-fift said they u3d nomt recoaend

it; mire than thee-fifths reooax _ded it unqalifiedly; and the reinder

rcommended it with reservations. 2oe ibo had given definite reasons

for entering the trade more likely to reconnd it, ile the propor-
tion haSng uifvorable opias twice as ba amng the mna o merely

dr4fted into the occupation.

In conclusion, this article indicates that proper vocationl guidance

5.
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and a positive chice on the part of the iadi walare helpful in

producing Vwrlladjustd wh.r.

PartJBIiree. o aboI r Peviw , , 1953. (oete p tw in
anreof --oEiH s, DalustIn No. "10.)

Methods of Qualification

A.ppresh About tio-thirds of the ma had served entice-
ships; 2O per cent underwemt mrre or les foml on-the-Job training; the

remining ma "Just pidCed p4" the trade hile vording in tool oom or

alipine ahops.

Tai g Lvel. A table isnelud vhich ldicates the various

training lelsin theomjor it alnocg ladutri. Generally, there

veze fewer man *o had served antice i paaiioac g In the aircraft

industry (about 40 pro cen) ele in the mt vehicle ir t, 80 per

cent of the mn had served agpgtioeshlIpa. In the aQe grou 35-40, less

training wa had bO the ma, probaby due to the p ity of traiig avail-

able durJig the depression years the 1930s , den them mn entered the

labor rwket.

Effect ofiran on Vork periene; mobilit of non

apprenttced tool and die makrs mas the aem as that of men ao had served

apprenticeships, contrssy to the usual ass tion that a c Irehe tiely

trained vorker has reater mbility than does a worker ibo has not sered

an alppeetoesahip. Boever, ile the sethod of traing did not affect

the orkers' ability to cross industrr lines, it did slbtlty alter the

chance for reaching a supervisory level. For etmrle, of the 1,712worker

irterviewed, 20 ere in spervisory position; this nber included only

10 per cent fro the grp of 77 man ito had not served appretcehips,

6.
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but 13 per cent of the 1,135 men Vho had served agprenticeahipso

Manpower Iplications of Trainrg. An pasion of apprenticesh.p

trairing is necessaxy in setting up programs t provide for the additional

tool and die makers iho vi3l be needed for mbilization production and

for the long-run growth of the econoW. Also, more attention should be

given to the informal method of qualification, so that woAkere learning

the trad through tis process can be given mtaxima oportunity to iprove

their sklls.



Gladys Palmer, H . Pares, Rtohard C. Wilco, Mar W. brMan, Carol P.
Bainerd, Be Behcta t Job Chaner, 1962.

(One chapter of this bo^ "oWatrs' Atitiude to Job ChSaing.: The

Effect of PrivtesPeaido Plams," by bertrPa es, has been sugaarimed

epratey. )
Attacement to occption and cc ws inestiatedtthrough

interview of a ample of 399 worrs in four occpatio, ,two skilled and

two sami-skled, in Spri ield, Illto s. Propesity to stay with the

ccXpNayws-ea ured by questions relating to fiture plas; and ohoice

between occupation and cceqay, on the reaction to a bypotheticalquestion

concerning elimination of the current Job by tbect pany.

A second stdy of 193 seiskilled prodcton eri nnolumbua,

Ohio attaopted tomasure c ay tes b resations to two bypthetical

questions: whether the revpo oetoud accept the offer of an identical

Job with another ep at 30 oets an hr more py and whether the

worker would retur to the ny after ayoffs of V ig length, if he

had aleady found identical work and pay elevhere.

A third chapter anayed the work eeiee and attitudes of tool-

makers in Phl3rlia as reveald in coparae sudies made at three

different times, 19 3,1936 and 1951. Mobilty _easured by lngth of job

held at date of surwy, clined substt y betwen and 1951 (but was

highest in 1936, a depression year). Obtaining better py vas the reason

given most freqntly for a VolMutay helep of eaploment i all three

samples o

phe penultate cpter (v), "Class onceprts, Aspirations, and Vertical
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Mobi) ity," presented an anta&is of wrkers' views of the American class

structure and desires for upward nobility, and the effects of these

attitudes on ratisfactio in their occupations. A stuy made in 1952 of

'97 persons in &orriatown, Pennsylvaia was cited, and compared with

the answers to sce unstructured questiob put to the 199 Springfield proiuctXlo

orkers, and other studies in this field.

(onelusions

1. Studies of production workers shov that, in spite of the

relatively routine nature of same of the jobs perfozmed and the lack of

training required for tbha, most men tend to develop ties to a cmpany

or an occupation that make it tmliely they ill move frequently from one

job to another.

2, Marked differences appe between skilled and saeiskilled workers

in the relative strength of occupatiomal ad comny ties.

3. There appears to have been a gradual decline in mobility rates

in recent decades.

. All the studies testify to the importance of seniority rights

in tying workers to their Jobs, whether in respect of promotion, protection

against layoffs, vacations or pensions.

5. Other attitudes als served to dcourage mobility: general

fear of the unk:non was an important factor; expectations of better pay or

advancement were also cited. Skiled workers were more attached to an

occupation (as distinguished from an eployer) than the unskilled, but they

too -re strongly influenced by seniority factors.

2



Paimer, Parmes, Wilcox, Herman, Brainerd 3

6. MTe evidence in hapter V suggests that most workers in less

skilled Jobs are not carpletely content with their occupational roles;

while seeing little chance of iprovment for themelves, a large proportion

would like to see their children enter professional occupations. They want

their sons to have as meh edcation as possible (but are less eager to

educate their daughters).



Herbert 8. Prmos, "Woriars' Attitudes to Job Chaingi: The WfTct of
Private Pnsion Flans," ia Pela4r an others, he Reluctat bJob

er Attitues in rk Att s aM Apirations,

e raid growth of priate penson plans trou collective

.bargait ng duing the pat decade has been cited almost imiversally by

studts of the labor mret as an tstitutional Itqed nt to the

mobility of labor. Conern for retirm zt benfitl l kely to be emst
characteiritie of older otes with relatively log periods of service

with a ecaae, ad thre are a nuber of other factors that ten to tie

such orkars to their current Jobs. i seorit rigts, coferrig

security a ell as oporti tie for adraaenomt, am another is the

psychological contrt of faMlar Vmuowdliz. be objective of this

study l to assess the relative Ifluce of priate penio plans.

Design of the SUt3y. Interview were conducted vlthaitost 200

marrled male prductin workers beee the aea of 35 ad 50 In two

Coluabus, Ohio, firm, re th ad theott r ithout a sion plan

(but with a lump mnpe met after five years of serice on separaton

for any reason). Te two grops wre quite aidiar with respect to

ersonal aacteistis bac od eAplc t eperences, and the

showed rea b agreeoant on the factors essential to Job satisfaction:

waes, pbyscal charateistis of the Job, humn relations factors

(qZulity of servtison, fello workers). frng beefitsl were muntioned

infrequently. Only 2 per cent In each plant aentlocad a pension or retir-

ment plan as one of the thigs they liked best about orkndg for their

respective eployers.

The most pronounced differene bte the two saples occurred in
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their reaction to plant onditions: there w satifaction in

firm (no pension) thn in fir P, although ti s difficult to account

for in terms of the objective oonditions of the two firm.

aesumes of 8tability. be question hethr the wo2ers of the

two oo nes differed significantly n theirT dsposition to remin with

their eqployer -- stabilit does not necesserily coincide with satis-

faction - a inestigte.

One-third of the Uen n eah sele said they had turned down

offers of other Jobs wihle emloyd. Only a tenth of one plse and 2 per

cent of the other had actally looked for other Jobs.
To a hpothetical sto -- ie r th wold take an identical

Job vith anoth gaer atra 30 cents an hour re pe -- by far the

greatest muer stated Vithout qualificatloo that they ould not. To a

second hpothetical qstim - iet the would return to theurnt

eployer after layoffs of vaering duraton, as g that they hd in the

eantime been sccessul in fdng idetcal work and pa ele re --
the largest umber,ramst 50 per cent in N asd 40 pwr cent in P, said

they would return to the eamloyr after one ye even it they had found

another job, and lager percentae wuld do the sae after a shorter

layoff.

In ea case, seniorit wea the most iqprtant inflnence on deci-

sions; reluctance to ace thetunkon ws net.x lesioan were mentioned

by only a few worers a factor.

Reaction to Problems of Betirmant. One-third and one-fourth of

the workers in the two saqles e ted to have incum from sOMe other

source on retirenent. Over oae-third of the worrs in P failed to

2.
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ention their omIpany'es pension 1, Moreer, three-fo.-ths in Smaple

N and aluot tvw-thlrds in ample P had no idea ibst their monrtly Social

Security (goIvernmzt) benefits ou be.

s . If the rikes in the present stdy are tpical, sal3

factoryenwl)ces betreen te seps of 35 and 50 do not devote ch th0)'t
to the problem of retiremen. A large mjorit of the men still had

chiMren under 18 lving at home, aid therfbre faced problem ore is-

diate than retirebnt. It is possible thatai:mels over 50 ouMd respond

differently.
?eheevidenc suggsts that other fator ar so potent in tying

orers vwith several ers of serc ttoheir eplaqes tha the exis-

tenea of a pensin produces no appreciable additial efet WoulA the

sae pattern be liely an idnticl stwuy co:duted aongh voers to

whom Job security was not so croial a prle? It is reosabl to

assum that professios l and a rl grps ould be se influenced

by nonvested pension rSte.

3.



"Private Pension Plans and Manpower Policy," ureau of labor Statistics
Baleitin No. 1359, 1963.

This Bulletin review the effect of corporate pensions on various

aspects of manpower policy, including labor mobility, the employment opportuni-
ties of older workers, and retiement withdrawal from the labor force.

Ouly the first tuo topics will be smaaied.

Labor Mobility. Studies have deonstrated tat firms with pensions

have lower separation and quit rates than firms without pensions, and this

difference is often cited as evidence that pensions reduce labor mobility.

However, firms with ension p3ans frequently have other characteristics

which tend to bold older workers on their Jobs. The sme firms are a2so

likely to be unionized, to pay higher wages and slaries, and to have more

effective Job security provisions based on length of service. Ib studi of

mobility has been on ted in such depth as to isolate the effects of

these individual factors. The effect of pensions may, however, be significant

for certain occupational groups (such as senior white-collar workers and

executives), and ma also reduce the mobility o oolder mamal vorkers in

some depressed industries areas.

To the extent tht the individual's pension rights are vested (or
some degree of portablity is provided in other way) the iambilizing

eftects of pensions are counteracted. The trend in recent years towards

the adoption of vesting provisions and the increasing prevalence of multi-

*eiployer plans has acted to limit any adverse effects of pensions.

n'golient portunities of Older Workers. Fims with private

w-asions often refuse to hire workers above a certain age. The reasons



Bulletin Bo. 1359

given by ecrplrysr for not hirig older worker often relate to the exist-

ence of a pension plan. Mis eVployers apear to be reluctant to hire

older vwokers who are too clo retlt r t age or whose pension costs

are higer than the pension costoof ymper wOrTes. Under nost definite-

benefit pension ibfmlas, the pension costs of older workers are likely

to be omwvhat higer th2n thos of youner worters. ovwever, undue eight

may be given by the emploer to the adM tiol cost.

The reluc ce f pension fir s to hire older workers is umasuly

ot a direct result of the pni plan itself. ather, it Is likely to

reflect the m eor that led to the establishOent of a pension proram

-- na y, a desire to keep a balaned4ge distribution of the work force,

to promote from within the ornisation, and to train as new eployees

lndivif.alesho ha e a relatively long ftLtve working1 lif. is view is

supprted by studliedxing that in spite of age liitations, in practice

firms witb pensr to hire about as vua older workers a they

separate, and hbae the ane proportion of older epyes a do firms without

pensions.

2



Vincent P. Oea ade nul R. wLeon, "lWorr Nobility in a labor
Surplus Axra," Notly abcba viw, orr, 197.

sDiestudy of moblit Ina risoanCounmt, West Vitrina, vas based

on reods of the xrel Dsm of Old6le ad tvivor anurance aa

the state uenolI:nInutincre agen W. Bali Mterial used w re, first,
the GASI quarterlmyb ad eqpl nt recorda for indihLal. wrbxs iho

wre ealoor in BarrIoCm n, a for 1om recordas by vere avail-

able in both terami quartrs of tha perLod atiedd (lt. Qar. 1953,

Iot. Quar. 195). 0mmr Buas about 75 per eent of total pas d salary

erment, inc1uizg alliNrtArs InSoS ioaltm'1*l establishnts except

railroada, _owrnusest, ad a tf nor pouqa e infcbatiSn included
Sex, a,ea IeMtand Id tZrl (l.umt tatua, and loatlos of

emplocy nt, dXin aeaoh of the teminaperiods. Beo_, state uelc-

mert insurance reords rea sed to obtai data on the me]nti bene-

fits received in West Vgini by tae iMdiAausal unier tudy.

hree groupsm identified by social securty iber (1) those

ho left pl It in karrisoMCouty1aa foad coverd eaqpl nt ese-

vher; (2) those bo reained in covered eqalqa t in the countyi; aM

(3) those ao trd into c red o t in th o ty atr the

first quarter of 1953,

aspl tt Spita ouairatio, ua loya nt in B riso

Comunty has ranad frxaa to 11 per cast of the labor force since 1950

and has been constenty hilger thn the national average. In Apil and

October 1954, the runen aat eas estlated to be tvice the national

rate. Fro arob 195 throug S wpt er 1955, uinu loy~mt reined

above 6 per cent and the munty vas classifed y the U.S. Departmnt of
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Labor as an "ars of sbstantial labor aurpl.u" Si Oover, 1955,
hovevr, the -maloarn rte hLas r ined belo the 6 per ent level.

"We coti s leel of hi1i uaeqp1cgn t portrays a general decline

rather than a catstr , s a the sbtoim of a "ejar plant in a one-

iWlustry tow. In the two-yesr period studi-d, there vera 367 busimss

deaths and 2A0 bausimas birthb, f a nt lo1sof 163 eOtablishmnts *Aich
had r ded about 900 Jobs.

In the first quarter of 1953, a rs in OASIoov red eqplo t in

HarrisonOamty bo rse within theas of this atuec uinbered 22,098.
To yers ltr,o155,006 of the m e still in covered eaploe t within

the county, and ,0SI ow 18 per cent bfthe total had ipeIed. s

rminisx 3,068 vere not in covered mlmamnnb auqre in the first

quarter of 1955. Diwiug the period, d1,500 ¶idaInts" entered the work

foroe as vel as am&at of "]2 entrants" adull"reentrants.

.Mgrma o YoS people r 25und nard in suBstatiely hihir
praportione than olAer ortfrs. Dat one of the ost tignificant findipgs
is that a nasm oa -fifth of fte inm the study beteen 35 and 4

beeaaea igrans. orai2ly, one assis that i n this a» growp vill

have found a fim place in the omnuti
Dstnatio oWfOta-I qtS. Of the ),Skourei. ts, o2 per cent

remlinod in ost Virginia. An dditimal 31 per cent vnt to the neIb-

boring stats of chi,P(, n:1.van1, Ifryland,aad Virginziaoile 3.9

per cento grated to ECinC n.

In.strbll tfthesUts. Nrl tWee-qUIrters alr f irans

from fr iontstr gos: coal mining (20 per ont), nuctung (20
per cent), retail trde (21 per oent), nd public utilitie (li per cent)



Geaa and aoon

Althousb two-thrds of tbh oumt psutants iO isre woern in VOASI-overed

eqalcnsztt at the end of the period were still found n these four indus-

trial grous, nely 67 per cent of thea had chabge industy, coparwed
vith only 15 per cenatofthe nzi*r.

In those lndustry gSop oere particular sills haw a closer

identificatio vith a specific tnutr, "uh as onstruction or inn,

the proportion bthataifted ws lbstaatiall lowr. Bat Wen here ImmaC

shifting oca urrd: 54 per ct of bthe OrasBtmrly in mnina shifted

irdustries, as did 65 per cent in ontruction

....artr rai_ .O,- rion of enig t the beinning aM
end ofto period a that the ldgrnts hd received cosaiderably lower

earinsst rth frset t. e:ote r hee

grtas were $51, aM B6raespectively. A g,the om.aamount of earuings
in all four qsmrters, this nuld awa adiffIrence of *1,260 in annul
incoorm

Sevent per cent of those *IO MpBwetI d ere atz rtela cooared
meplawent In te firstiqfrta of 1955, and were eerning ach

hioefr Incoe than they bad d in rriofn Couty ta yearsa earlier.

Thndedian qsrtery had icreasd fro $511 or a verso of 39

per veek, to $723, or $56 per eek. 'Use aigr-nts emre not as vel paid
as the nVoirpasts 0 bad maintained their 1953 Industry connections, bat

they were better paid thannomadrmts 0 -d iduSntry.

bpnemloyastn aMd)fgerntidon anastion of data on theunewployamnt
experience of #the ripantsi-le in West VirSinia reveals tha a great mawt
of thea had had spells ofamawl mnt as wll as lower earnings. More

than twice as hifh a proportion of igants as those WhO remained received

3.
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benefits far totalS employment in West Virgina at a8 time during the

two-year period, i.e., 2O per cent as oopamre with 9 per cent.



Robert L. bStin, "ae lo ,*t mA Job obbit ty,m o ta bo rr
April, 1960 gI.

li article amd3as 3ob obtlit' in relawtion to aunMplan
both as case and QefIot. ldate dwe I-wed t a Onsw Iwuaau

r tyror 1955. Job 8bilir defid asas0r adige of ralwer

during a oale r yea, r garolesfof Wbeth oro t it almo Involved

a change In OQiP o or ildumaT amd I thsr t mu tolBatay or

invojmstary.
m qustim-oto dbicd tth article addressesitmelf mre:

1. uw flbh 3lI a assiated jith Job shlfting?

2. that ,ne the tratri tiaIA,m l)ia -i.it xerien of

Job siftes a corad with otw worhers?

3* NW 1Ott us voIfwta Job chmomg as a aesDcm fw

. To *aft etent did oumlocuIIt 'Isad to job aagiodng?
After hro long? A iaf*ich gruv In the laborfoce?

krieftl, the -jor tiUs Uwe: (I) Isatemtrrthe aso for

IBReaIg^ Job, the Job hrs er a a aP re ftiv time ans ltlyd as

other iwrtos to haV bd ecr m m lc at durig the yes. Me often

.than not, w woSaUMpreceded jobc'ha.g andalMuosrejmPortaat as

a reason for ablity than asas direct efftft. (2) Job shiftln w1set
frquaent meQg yoawg ircsr the uralrl , asd those In sIeaol acti-

vrities suah as reolutend coltuotam. dSo ro experiecbd
the hbiest rates of;. a Ia-xt- this wu trm ervn for wuw.rs .hbo had

no Job chane duing he year. (3) Volutar Job hftint n order to

irove osto's ostts ms a relatlvly adnowsource of aalmnht in 1955.



Hence, it did nt explain, to any significant degree, differences in

unemployment rates ong various e sex, occupation, azd indstry groups

in the work force. (4) About 1.8 million workers with soe uneloyren

in 1955 were persons io had lost a Job ivolxtarily, because of ecoomic

reasons or beause of the teamnation of teqporaur eaployt nt. At the

same time, there were 6.1 million w wrkers yho had unmeyar t, but no

Job change (loe., teaorry lyoff, a subsequent return to sa Job),
The sverage duration of unqiwpllraut amnc the 1.8 million invollutary

Job changers ws ong than amng the 6.1 million onchage. The

median duration of uneqplcrnt was 9.5 veeks for the chanrs, 7.5 weks

for the nocangers. A hiher proportion of the Job hangrs than of

the nonh ers had e than 15 wees of uia yarmnt (31 per cent,

compared with 8 per oat). Th prologd ealoat =an chagers

was due to reluctance to shit to another iloyr and in some ases the

coqmlete ippaa e of certain Jobs. 9he relationship between layoffs

and Job channg varied amng diffrent gr in the labor force.

UeMplyed men wre mLh more likely to be Job chaner than wre unemployed

vomn in all ae grPops. Youung on, 18 to 24 years of age, aho had been

laid off had the hi^ast rate of Job chanrgg (one in three), but a sub-

stantial prporton (one n four) of mn between 45 and 64 years of age

also chamned Jobs after a laff. Not ony were Jobchabger rates l1wSr

TIor the middla-aged, but also those who did chang had been uneployed
longer: about two out of five had 15 weeks or more of unemiloamet; only

one out of four youger men who shifted Jobs had lost that mnuh time

'brkers fro seasonal inustries e mtt likely to change Jobs

a'.ter a period of uneplcynt (one in three). Unemployed worers from
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sim-uf-t4rlwb aIoNloy llOed imtrr sbaf -tasspo~rtt.on Xd
uLning bM a job dabum rste of am l five.

C- -- 1---I---- -1-- ----------



Olen A. 5Nm, "te Pawlt lUtio amdAd rlturf. O0^t-Wgratio,"
Soutern JmIXal, 1959.

It Ls often agia that hih fta pries law the transf of

labo frO Soutrl to nmo-qrotr aul- t a.nd thfta cultural

price SIPorto arme, teoarm,a factore leadg to a iamlooatica of

reso s. was forod,fo r , that tha isaf poitiw orc latioa

beMtwaEn perity ratios ada vctlamaarcualtura aout-migractio for the poerods

April 192 to AprilM9 9 ama April 196 to Apr1 1956, wth a correlation

coefficient (r) equal to 4.048.

Parity Batiol and Civilian AgricultJral
Oubt-Mratioo for be t Tears

Year d prl 1 Parit Btio Ci a OutMCgmato AU
1923 8826
1924 88 2.6
1925 91 2.3
1926 95 2.9
19s7 88 1.5
1928 91 .4
1929 92 l.6
1947 115 6.4
1948 u114 1.4
1949 108 5.1
1950 98 4.3
1951 105 014
1952 105 7.8
1953 98 5.0
1954 92 5.4
955 88 0.6
1956 83 1.3
!his does ot meoesray refuwteAtimamtiaS the 1ie a

constant farm lacme defiien hasabeaen -ool-ated with anm ml3sot conatant

out-migration. Thib mrlylr s that the dre of imom preuAe ha not

caused correlpdig cha out-igration rates



C. E. Bishop, "aoecteic Aspets of Cha s in am labr Tbroe, in labor
Morbility san Potat3«ie in hiieultiel 1961
UXnder loymat in thagricielturl setor exists hen the mrgal

real return to labor serioes In fa,mng isla sI then the arginl real

retn fbr c eparable serrices in othr uae. Ai IjOlies tShe abence of

non-pecuiazy oonadratons rA a3so that thor is at preent sne amont

of labor vhich is willing to aov at the existig Ve diffe . The

failure of lbor my be &e to zw of ree reasons: (1) capital

is not sailable to fi;moe th ocost of omment; (2) infbxmtiom chaneels

are Inaequte; or (3) wployent oportu ities o not ist in sufficient

nmubers in the non-far sector.

Ib first w of these factors can be disountede 'e cost of movment

is relatively trivial, end inbanItan cam asee to be relatively well

establlb .'vow as cnpard ith earlr tims. IStthe ir cae, the

actual rate of minaton is deter inBd by hifts In the dmand fbr labor in

noftam e ployaent. aUs, the I1potesis is pIre ted that the nmber of

fare mworrs willng to move to non-ftl ,Jobs is greater tD the capacity

of the non-fae sector to absorb thsm.

e fblow g regres n equatimos ere obtained using U. S. Deprtment

of Agriculture dta ftor 19f3>60, ecluding the abornml years 19o2-7T:

Y = rate of migration (%),

X3=L ratio of the uaa a woear mnoaI to the mean
r on-ftaat ioAr incme.

X=e rate of unap t in the economy ()o



Bislop

(1) - 2..7T6.xx1 *

(2) t w 3.8e .-aog
(3) - 2.560+. x. -.o3X

Using the asta tr vhch ofrate at ipnotis, rt,tirsg r ta

the median rate En4 aisoon, 3Bbs thn the Medan, frther reults are

obtained:

(W) Tr k.'36 + .axX *

(5) - 7.896 - .c79.x"*
* si_i_ ;lac at t e on per cmt lwl

_ n n "nfi "

~'litn reult in ~thisf si3ys is thet oustepo ig of the

regreaalC coefficiet In b1 In eqatins c, three an ftur. 'Ihis Sqlies
that the higer the ratio of fta to non-am Income , the greater the rate

of migraton. Ths S, needeass t to what one 1ud expect

on the basis of economic tbhor. XI e o five, b1 is iptive, but the

relatiohip is not siiaflant Thre , I everi a preat deal of

Cool3neerity between the tmo iApenuetIbC1ah-A .

Te result does supeort the hbotte that the sup3y of labor

from mfmrr me to na e cp nt is nfinitely e3laeic in the

relevant a tat athe clrcial ariae h nduces peopel to leave

the fra is the rate of uin-on-t,. 'ais aplies that a policy of Impoving

job opportunities in the nsoa-fam sector is aeeesary to fcilitate the

ocially deiable transer.

2



Belton M. Flei;er, "Some Economic Aspects of Puerto Rican Migration to
the Und.ited Statenst BaiR ofv o nowfics lnd ttitic Ag stt, 1963*

This pier is an investgation of the role of economic centives

in Inducing Perto Rieana to wigrate to the United State (primariy
w York City). he theoretical o dl e plcged is based on the eaplrical

observtion that in the hrt run the rate of iation is dependent not

on Inoea differentials but on nsl oi t rates and 3ob availabilities

and the pecuniary cot of rovlx. IMoae differenttal are 4IMortat in

the loag-rm calculation of the potential dtraut, but these do not hang

signifcanutl in the short run cadan therefore be exeoted to have

little influence.

To test the hypothess and to develop f ber uertandin of the

migration proeses let Y, the rate of net migration froa Puerto Rico to

NW York (maaud in hldreds) be corrlated aginst a nuer of in en-

dent varables. eh principal exapanator variable, X1, i an "uap1loy-
meat ratiot" idih is based vpon the eOloag t raes in the source

and receiving areas of migratlon, Up and Uu respectively.

Uu

he other variables are:

X: Btioo of gross hoc urly earning iaimanlufcturi in New York
against earnings in Puerto Rico.

: Puerto Rean p tionr in the Uited States.

1X : Cost of air transport fro Puerto ic too w York divided
by Puerto Rican per capita ncome.



2.

The statistical results are as folows:

(1)Y 118 + I ; 22 .61

(2) Y -8 + 112 ; , .09

(3) Y 3l +1 t1 - k ; r = .64

(4) Y -6 + 119cL + .365X3 7; r .r

(5) Y 221 + U6^1 - .7 ; 2 .83

Clear1y, the two "best" explaat y variables are the u plqyn nt

ratio and the cost of air nport, itLich is consitent with the initial

ypotesis. e third arable, the r of Puaerto Blos living in the

UniedteSitbates, s in to ive an inex of the flow of lfontion

fronm the United States to Putrto RLoo about condtions in the United

States. The more people in the United States se n beck inform on,
the iaer oe vould epect the rate of a4raton to be.

It is inbsting that the Sexclu ve use of the rate of unemploy-

iwatin New York yields as good a result as the ratio X This iplies

that thee eooi tons in the reeivig area are of prilmar impor-

tance and that the eco c coin te source area are of little

imprtance



Sidney A. I;-ne, "A Reexamination of 'Transferability of Skills' - Part TII
M4on th Labor Review, August 1937

The need for a method of recogni.zing tranferabiity of skiLl

p:ssibltities is +the most pressing problem of the many involved in the

d5ruo.li;ment of this type of mobility. The appraoch presented here is based

o': the work of the occupational Mrse&rch program of the United States

~nprloyment Service.

Job .)scriptions. With a sample of 4,000 Jobs, 18 per cent of the

tota. occuptions listed by the Deparatment of Labor, the first attempt

waa to develop a profile of each, based on 25 to 30 ratings, but this was

rejectid because excessive detail emphasized the peculiarities rather thai

isa.mllnrities among Jobs. A simplex approach, based on work performed and

trilAung time, turned out to be more :ruitful.

Work Performed. It is essential in describing a Sobl to distinguish

between vhat the worker does from what gets done particularl where a

eabins or other tool ie involved. Often the functions of the machine 2r.-:

wistmkeuly ascribed to the worker: e.g., both ma automatic screw machine

operaetor and a turrent lathe operator may turn metal fittings, but the

fomner -say merely feed a machine whereas the latter may set up the maehi'ue,
adjust its controls and feed it.

It as found that Jobs could be descxibed by 26 functions, .rranged
.c' siLple to complex, appropriate to vork with Things, Data and People.

.'x:,:'; 2'rf 1 to 8 indicated the relative importance of the three typet.
:T. S. ^;;h,Job of turret .]3the operator was: operating-controlling, a

mo-':ltbr) under Things; computing, under Data; and speaking-signaling, uutder*'



,:-e.pe;t.ald the relative weights assigned to each were T, 2 and 1, rezpeetiŷ,,r-

di-dlcating thitLthe main fUnction was concerned with 'Tings.
What gets done, the second element, was classieied intos

abut. 1.00 categories, such as nailing, soldering, recording, etc. The third

e.ienontt-- materials, products, subject matter and services - comprised

abut ~'00 items .

1t2ra . This is a crucial deterxinant of the practicability
of transfers. General education requirements were evaluated on a 7-potitt
:.-e f:or reas.oning, mathematical and language development. Specific

voca.tional preparation as defined strictly in terme of time, from a short

:.etonS:^ration period (level 1) to more than 10 years (level 9), for on-

the-Job tra 4ing, apprenticeship, institutional or vocational training.

Establising rders of SiiLarl Ft.Purther research will make it

'ostsible to goup occupations by degrees of similarity in the five areas

ieoscribed. The practicality of transfer can then be ascertained on an

obj.etive basis. E.g., first order similarity exists for jobs with thel. ,.se

f..rctio), mork field, materials (or products, subject matter or seri..ceef),
ar'i wvitb 3l)w training timeo

The usefulness of such a system can be demnstrated in a case of a

:inaecaut ovbn in a depressed area: rang the mining skills in excess

,m.lwy in the area would be that of p.mpsan, which requires a relativel

';:level of training. Analysis of the job, and reference to the cata-,

*C;.of. 4, 000 jobs, indicates that there is nothing in the first order

-- :;.mi^t,,j:f.wotyof work performed, but three in the second order (including
o: job In the rayon industry and two in petroleum), and so on, up to a

tf.i:;l o: 2*;3jobs in many different industries in which placemaiet ofUtb

p,-,.::a.: lht.-be practical from thb point of view of the use of existing



Gerhard E. Isnski, nTrends in lhter-Generational Occupational Mobility
in the Uhited States," American .Soiol cal eview, Otober,
1958.

The research reported here is an age cohort analysis of inter-

generational mobility in a nationwide sample of adult males. The data

was obtained by the Survey Research Center of the Uhiversity of Michigan

in its stutdy of the 1952residential election. One thousand, seven hundred

ninety-nine adults selected from the Americn population as a whole

were interviewed and this clustered sample was employed as the basis

of the present analysis. The final study group included 747 respondents,
or almost 95 per cent of the male respondents in the original sample.

Respondents and their fathers were divided into three occupational
categories

The most notable fact is the marked difference between the

occupational distributions of the two generations. Whereas more than

40 per cent of the respondents fathers ere farmers, only 15 per cent

-of the' rspondents so reported themselves. rncontrast, although only
20 per cent of the respondents2 fathers were white collar workers,
almost 35 per cent of the respondents reported themselves to be in

this category. The fact.that nearly half of the respondets assign
themselves to an occupational category other than that of their fathers

suggests a tremendous degree of mobility during the period in question.
Since a rather strong case can be made for the view that the

movement between the blue collar and farming occupations involves

no significant change in the social status of the individuals conr

cerned, the proportion of persons in the sample classified as mobile
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Table 1

Occupations of k1le Baspondents by Occupation
of Respondents-' thers

Respondents blther s Occupation

Respondent'Be 'White l
Occupation Collar Collar larmer Total

White Collar 99 8 69 255

Blue Collar 52 188 139 379

armer 2 5 106 113

Total 153 280 314 747..... 20



is reduced to 28 per cent of the total. The latter, nevertheless,

represents a substantial degree of vertical mobility.
The present analysis is less concerned with mobility in the

sample as a whole than with mobility in the several age cohorts, since

it Is only from this latter source that conclusions can be drawn con-,

cer:iug trends. Thus Table 2 divides respondents into five age cohorts-

th3 first includes all men in their twenties and the last, men sixty
and over: each of the intermediate cohorts embraces a ten year spanO

bocritical inspection of Table 2 might suggest a notable

declre in the opportunities for social advancement among the sons of

£arirs and of blue collar workers, as well as some increase in the

rate of downward mobility among the sons of white collar workers,

Actually4^ however, at least three considerations make such conclusions

,nraarrantedo First, certain demonstrable samplng errors in the data

;.st be corrected. Second, the exclusion of college students from

the sarqple creates a bias which requires correction. Finally, this

table provides no control for the differential effect of intragenerational
mobility on the several cohorts,

The problem of correcting sampling errors was not difficult.

s.a. fist step, an attempt was made to estimate the occupational
dr^stributicm by age cohorts for 1952 by projecting the 1930~1950 trends

for each age category (not cohort) to 1952. The results of this pro-

joct.ion are shown in Table . Assuming that the figures in Table h

p.-eset 'the t;C.ue occupational distributions in the cohorts at the

,ie of the sample, and further, that the errors of oversampling and



Table 2

Cacupation of Male Respondents by Occupations
of Respondents0 Fathers, by Date of Birth of

Respondents, in Percentages

Respondent s lfther White Collar Worker

Bespondent is Ocupation
Er3t. of birth
of respondent Wiite collar Blue collar Farmer Total N

1923-,1932 60.0 40.0 100.0 20
1913-1922 66.7 33.3 100.0 142
L903-1912 52,3 45.5 2.3 100.1 44
.893-1902 79.2 16.7 4.2 100.1 24
L853-1892 73.9 26.1 100.0 23

Respondenta ltbher Blue Collar Worker

BRepondent es Ooupation
Date of bixrth
of respondent White collar Blue collar R1mer Total S

:923r-1932 25.4 74^6 100.0 63
1913>1922 27.8 711o 1.1 100.0 90
1903-1912 30.8 65.4 3.8 100.0 52
1893-1902 42.1 55.3 2,6 Io0.0 381852-1892 37.8 59,5 2.7 100.0 37

Respondent cs Ither armer

Respondeut s Occupation
Ltte of birth
tf restondent White collar Blue collar arier Total N

1923-1932 11,1 62.9 25.7 100.0 35
1913-1922 12.5 51.6 35.9 100.0 64
1903-1912 30.6 38.9 30.6 100.1 7218931902L 30.4 37.5 32.1 100.0 56
1353-1892 20.7 40.2 39.1 100. 87

All Categories of Respondentes Father

PRescondcert s Occu.pation

'of ':es,0onslen' rtlite collar Blue collar Earmer Total

Q923.'-9t.32 27,1 65.3 7.6 ,00.0
.?3 ,l!. - -31.1 56.6 12.2 999,
1.'12o 36o33 8.8 31r49 100,0
':;-.: ,'i42t .l 39.0 16,9 X.C:',: ' 33- 3i:,^333 t2,9 23 8 100,0

N

118
196
168
Jt.118,l'K?



Table 4

Estimated OccupatioMl strlbution for Age Cohort
in 1952, in rcoentages

Ete of birth
Jhite collar
worlers

Ble collar
tworrs 1rarm's Total

1923-1932 29.1 59.4 11.6 100.1

1913-1922 325 56.4 11.1 100.0

1903-1912 33.6 54.o 12.4 100.0

1893-1902 32.6 53.4 14.o 100.0

1883-1892 29.0 51.6 9.4 100.0

1873-1882 29.1 41.2 29.7 100.0
.,.... ..~.=- ~ .. . . . . . ~- :~_ ~ , ,, ,,,....., - . . ~~ , : ~ ~ .....

·- -C.C --·I ..--.--.-.
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undersampling particular categories of respodents were randomly

distributed among the several categories of fathers, a ready basis for

correcting sampling errors is available.

A number of college students were inserted into the first cohort

to correct for their omission, on the basis of available evidence con-

cerning the occupational origins and careers of udergraduate and

graduate students.

To meet the problems created by intra-genertional mobility

required a technique which would permit comarisons among cohorts in

terms of a common period in the life cycle. Oy in this wy could

trends in inter-generational mobility be established. The technique

used does not permit easy sunary; interested readers are referred to

the original article.

After correction for intragenerational mobility, the dataindicate that

more of the sons of both white collar and blue collar workers in the

youngest cohort will become white collar workers thaini ay of the

previous cohorts. In other words, the rate of downward mobility from

the white collar ranks seems to have declined from earlier decades

while the rate of upward mobility from the ranks of blue collar workers

seems to have increased. r arme sons, the percentage entering
the white collar category steadily increased until the middle cohort,
and then dropped sharply in the most recent cohorts. This decline is

especially significant in view of the growing frequency with which

farmersg sons leave the land and enter urban occupations.

Table 7 shows a calculation of the volume of upward and doward

movement in the total male population. As inspection of Table 7 indicates,
trends in rates of upward and of downward mobility have been markedly

6.
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Table 7

Estimated Iroentage of ales Upardly Itsble, Ibrnrdly Mobile,
and Non-rMbile According to ater- mrational Ocaupational

Mobility, y Cohorts

Date of birth

1923-1932

19131922

1903>1912

1893-1902

1873-1892

Upwardly
mobile

22.9

19.9

20.9

18.1

17.4

72.1

73.9

65.5
75.1

77.4

Downwardly
Mobile

5.0

6.2

13.6

6.8

5.2

Total

100.0

100.0

100.0

100.0

100.0

17.9

13.7

7.3

11.3

12.2

*Upwardly mobile minus downwardly mobile, that is, net upard mobility.

____ IL

--I

··llll·IIUII.··rrrWI·.·*.---- - ---- 'I -- ...-·-

7.
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different. The trend for upward movement rises slowly but steadily,
with a single exception, during the period in question. The trend line

for downward movement however, apparites an inverted U-curve with

a very high peak in the middle. This capacity of the two trends to

vary independently is a feature of change in system of social strati-

fication that has not thus far received the attention it deserves.

bI conclusion, the findings of this study tend to confirm

certain trends suggested in earlier investigations of limitd segments
of the American population. lb addition, they suggest trends which

have not previously been notedt the "inde ndnt variation of the

trend lines for upward and dowward obility and the relative decline

in the chances of formers sons attaining white collar status seem

especially noteworthy.



Lowell E. Galloway, "Labor Mobility, Resource Allocation, and Structural
Unemployment," American Economic Review 53, September 1963.

This paper is an attempt to gain some insight into the question
of intrafactor resource allocation within the labor market in the United

States from 1948 to 1960. After reviewing the theory of a perfectly
competitive labor market, the author concludes that the basic empirical

problem in Judging the efficiency of the "real-vorld" allocative mechanism

is to distinguish between "economic" and "non-economic" imperfections in

the labor market. If there are no econoice barriers to mobility, if

opportunity costs do not change substantially, and if adjustment lags
are spread more or less evenly throughout the industrial sectors, there

should emerge a history of relatively constant wage differentials between

sectors. This implies that sectoral wage rates will show a high positive
correlation through time. Similarly, there should be a high positive
correlation between sectoral unemployment rates through time.

Two sufficient conditions which guard against the possibility of

the two previously defined necessary conditions being satisfied in the

face of restrictive barriers in the allocative mechanism are set forth:

First, there must be no appreciable change through time in the distri-

bution of sector wage rates. Second, there must be no appreciable change

through time in the rank order of the sector wage rates.

The statistical technique which is used to test these hypotheses
is a modification of that used by Solow in his work on the alleged
constancy of relative shares. A test statistic is derived,
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a
a vi e o t a i,

where 6 1s actual variance of the gate series,

predicted variance of the aggregate series based on the assunption that
^AX

each series is perfectly independent of every other,'and is the

predicted variance of the aggregate series based on the assumption that

each series is perfectly (positively) correlated'with every other. High

positive values of R for both wage-rate. and unmplaent mov ents will

provide necessary conditions for concluding that the labor market is

effective in allocating labor on an intrafactor basis. This can be done

on an industrial, occupational, and geographical basis.

rom uneaployment and income data for eight industries (see
Table 1) the following results are obtained.

1. Based on predicted variances of 0.7495 (assiong intersectoral

correlation of sero)- and 3.5074 (assuning perfect correlation between

sectors), an R. value of .8809 is obtained from the urmplment series

(the actual variance is 3.1788).
2. Based on predicted variances of 0810. and $4,419, an R value

of .5891 is obtained from the income series (the actual variance is

S2,936).
Notel These are obtained from first differences to avoid serial

correlation problems.
However, the standard deviation of sectoral wage rates, increases

(in 1960 prices) increases from $469 in 1948 to $757 in 1960, which seems

2
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to imply that the dispersion of sector wage rates has increased over

time.

From the ocupational data the R value for unemplment rates is

.8917, butfrm the ince data the R value is .024. Thus, there is an

instance of inefficient factor allocation.

For the geographic data the R value for unmployent rates .8905,
and from the inoeme data the R value is .8011. The sufficient conditions

are also satisfied. The respective standard deviations of the distribution

of real-rage rates for the years 1948 and 1960 are $251 and .291. Also,
the rank order of real-wage rates, the rank-order correlation between 1948
and 1960 is .9524, vhich is significant atthe .05 level.

Using this data and these techniques, the author sinilarly
disposes of the structural unemploment question. In general, if all

sectoral unemploymnt rates move with the business cycle, unemployment
rates move ith the business cyole, unemploment is due to deficiencies

of aggregate demand. This has been the case n the-United States. It is

further suggested that the sector increase of the uaploent rate is due

to the failure of the labor market to provide a setting for efficient
interfactor allocation, but, the author feels, it is not correct to argue
that the labor market has failed on an intrafactor basis.

C;



Charles A. Myers, "labor Market Theory and Eapirical Research", Chapter 20
The Theor of Wage etemination.

Both Marshall and ick pointed out that there are imperfections in

the labor makfet Sbich binder or slov down the cOapettitve equalization of

wage. and nage advantages. Nvertheless, there vas a videspread view among

labor economists in the U.S. about 1936-1950 that econoic theory made unrealistic

assumptions about the labor makoet. This feelng led to a maber of labor

market studies during this period.
The overall3 lpression of the earlier studies (1936-41), made during

periods of considerable u loyment, was that labor markets were mperfect
and were operated in hspbazard ftshion, with moveents seemingly purposeless.
That is, there vwa no link betwen mobility and equalization of net advantges

among different obs. ovement sed to be inaded by declie of Job

opportunittes in one area, plant or-oeutpati aand ailability or expansion

of opportunties el* ere rather than by wa differentials. But once

azpBoyed, workers consideredw. tteiselves osi the market and did not
constatly look for better alternatives. Coices were uuay posed as

between unemploymt, on the one hand, and a specific Job opening, on the

other, rather than between better ad worse Jobs.

On the other hand, a survey of 6 cities over the 1940-50 decade

reveald that the labor force was (1) mobile enough to eet broad structural

changes in the demand for labor and (2) suffciently flexible to adpt to the

expanding and contira ting vaoole oo pportuities.
About 70 per cent of the Job shifts were voluntrily undertaken and

lf of the shifts involved cmplex chanes -- i.e., chanes of employer,

occuption and idustry.
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Furthenmore, moveents seemed consistent with predictions of theory --

i.e., fr loer to hiher paying Jobs, with wge differetials useful in

allocating labor spply.
"The striking fact is that despite the barriers to volxutary movement..

there ws considerable movement hben the econa povided opportbnities to

move to more attractive Jobs in expning indfustries and occupations during
the decade 194&0-1950O"
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E.,Diallen, "The Interindustry Wage Structure," American ifEonomi
Rhvie, AJune, 1956s

Most studies of interindustry wage differentials have stressed

their dy cnac ture, or "pliability" (anlop), Only Sumner Slichtera
employing rank correlation instead of dispersion of absolute or percentage

changes in wages, concladed that interindustry wage structure had con-

siderable stability over short or modertey short periods. This study

suggests that such indeed is the fact, and for a 50-year period,
Mthods. Bank correlation and three measures of dispersion

are used herex The Census of 1'Lnufactures includes data for all ianu=

facturing industries from 1899-1950 in the form of average annual

earningSo Annual earnings have obvious drawbacks as against hourly

rates, but sample studies made for three different years indicated

that the two earnng$s structures were nearly identical when compared by

rank correlation.

mik. Rank correlations were computed for a sarple of Bi
ralnufacturing industries, 20 per cent of the total, which eployed, n

1947, 29 per cent of all production workers in manufacturisg,, The sample
includes all the industries for ^hich comparable data are available for

all Census years from 1899.
The general impression given by Table II is of surprising

atustormity. Sliehters 20^industry sample yielded correlations between

7 and o9 for 23 years or less. By this yardstick, the mich larger sample
used. in this study is reioarkably stable, for the 18991947 correlation

coefIfi.cient of °73 is precisely the sas as Slichtor obtained for a period
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TABLE II

Correlation of Structure of Annual Earnings in 84 Industries
in Census Years, 1899-1950

":rars compared,
1899 base

.899S :1904
:1909

:1914

81919

:1921

g1923

21925

:1927

:1929

:1933.

:1933

:1935

:1937

:1939

X1947

?1949

4,950

Coefficient of
rank correlation

.94

.89

.87

.75

.79

.77

.77

.75

.75

.68

.64

.72

.75

.74

.73

,65a
.6d'

Year compared,
various bases

1909 s19114
s1919

1919:1929

21933

:1939

:1947

1929:1933

:1935

:1939

1939 1947

:1949

:1950

Coefficient of
rank correlation

.92

.84

.88

.68

.83

.85

072

.?88

.88

.94a

s92A
88b

a70 indu.trieso
b76 industriesc

SourceitSpporting data, furnished upon request, from U, S. Bureau of tit
Census, CenOs1S of amnufactures: 1947, Vol. II, S tatitics by idut and
1iUws.al =SU 115 ufacturesl ----- ---950.*twswstno~ ~ ~ ~ ~ a

c-..c--.----.....----..--.111. ___---- --- -- _---- -----C-L-···C-···I·.·CIICI.·L·W·r*Y·C.··

.I--.KI..P.I ·).·II.C·I.L-·---·---UII-··l.-·-·--·L
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only half as long (1923-46).
As for the effect of the business cycle, the picture emerging

from Table II is not the severe Jolt dealt by the depression of the

"30s but the rapidity with which the structure recovered its normal

configuration. The rate of chane in 1929-39 was no greater than for

most of the other decades. The inflationary period following World

'ar II had no apprecable effect on the interindustry wage structure.

Of the 21 industries in the upr quarter of the mage structure

in 1899, 4l were still in the bighiage quarter in 1947. Similarly,

15 of the lowest 21 in 1899 were in the' low-age quarter in 1947.

Ibreover, 10 of the 15 lowquarte r indutries remained in the sam

quarter in all of the 16 census years of the 1899-1947 span, whereas

only three of the 14 highwage industries showed the sae stability.

These fidings are not inconsistent with Dnlop's, The 84

industries which yield such a high rank correlation coefficient show

at the same tie a wide disparity in both absolute and percentage
increases in average annual earnngs

ispersion. The genral imresion given by Table III is again
one of long term stability. No substantial narrowing of differentials

has occurred. Hiwever, dispersion was repeatedly, if only temporarily,

affected by extremes of the business cycle and, surprsingy, in the

same direction in both cases coipwesAion. There was contractin in

the two most severe depressions (1921-22 and 1929-33) and in fll

Gmployment (the 194ols, at least until 1947). A plausible hypothesis
might be adduced from the tendeny for producer goods industries to be



TABLE riI

Dispersion of Structure of Annual EDrnings,

84 Industries

High-low High-low
3kterquartile per cent dollar
range - median diferen- differen-

100 tial"a ttial

27h4 162 209

30.0 163 229

25.7 159 24.

25.1 16o 277

23.5 172 597

21.7 155 519
23.2 159 577

24.2 155 557

25.5 153 550
24.8 158 597

21,. 151 O40

22o3 153 362
19.8 160 463

27S9 175 637
30.1 175 634

25,7 151 1015

23o0 156 1175
25o4 156 1262

1899-1950

Highwaige and low age
industries of 1899

Fer cent Dt3lAr
different differe--
tial0 t;'.m

162 209

162 225

153 216

153 246

155 484
141 391

148 469

15 h62

146 7

155 561

133 306

135 252

139 319

163 534

153 474

143 868

143 943

149 1109

Ft:-r each ysar, the mdian of the average annual earnings in those industries
fo:-,I ^ tssie top quarter of the earnings structure divided by the median of the

er~age a.nual earnings n those industries fonring the lowast quarter of the
earnigz structuro,

.'^"or.ch a, the abs8lu3te difference between the medians described n (a),
'"or iacm;h year, the differential between the median earnligs in the 21 industries ';b.c:r:.ne.d hYilest ii31899 and the 2X which ranked lowest in 1899 regadless of the

C;, .*w^lt positx.)in of theese inAdutries in s8useQ3Lent yearsi
.. ...8-.?.'::*6indus'trisi.x?ouce : Sa.me a8 Table I.T

,,ear

1899

191)9

1 919

1923
S2~3

.925

1929

1933

1935

1937

I3.

I.97

i959d
i)5o

2.s9}
<987

Ig., g

__-
U"~.

-_. _C-- -- --·IIIUICICII-UI-



Cullen

in the high wage category, and consumer goods in the low wage. Ernlings
in producer goods industries oould be expected to suffer a relatively

large drop in a severe depression. On the other hand, these high-wage

industries were the targets of oran ing drives in the late *30s, and

it is possible that earning rose more rapidly then because of union

pressure, accounting for the widenng of dispersion.
lopression did oecur from 1937 and 1939 to the postwar years.

iwever, in the context of the whole 50year period, this emerges as

a return of the structure to its "noral" pattern of dispersion.
Differentials were greater in 1937 and 1939 than in almost any other

census year, and the subsequent narrowing arely returned then by 1950
to the structure of the 1920's.

rqualizatiut Of RIming. The evident weakness of any tendemy
toward long-run equalization of earning is the most imressive indicator

of the stability of the inerinustry wage structure. No theory of the

labor marlet thus far suggested would lead one to expect the spread
between the high- and lowaage industries of 50 years ago to increase

fivefold in absolute tems, or to decrease to such a moderate extent

in relative terms, over half a century (last two columns of Table MI).
Qualifications

1. I cannot be assumed that differentials in nonmanufacturig

industries behaved the saw as the manfacturing industries in this

study.
2. The sample my be biased because of the basis for selection:

the continuity of data over 51 years. my new industries were automatically
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excluded - but not all, since those which adapted, like motor vehicles,
are included - as were industries that disappeared in this period. A

comparison of dispersion in all manfacturg industries with our sample,
far 1939, idicates that the sp und ttes dispersion, at least

for 1939; the reason lies, surprisingly, in the sampla s overstatemnt

of average earnings in lowage idustie.

3, Average annual ea gs are directly affected by the skill

mix of each idustrys labor fore.o 2 is therefore possible that

interindustry differentils in average earnin are determinad solely

by skill differentials.. is not likly, however according to ber,
the skilled-unskilled ge pred narr d sharply from 1907 to 1947i
amd Slchter found that, masured by rank correation, the interindustry
structure of the hourly earning of le unskilled labor reined rela-

tively stable over the 1923-46 period, suggesting that the stability of

all-worker differentials ai not primarily a function of skill mix.

6



S. Lebergott, "Wage Structuresa," Revie of Economics and Statistics,
MovemOber, 1947.

Prt I contrasts the structures of manue cturing earnings by

industry in the United States nd several other countries. Data on

average hourly earnings in the U.S. and Canada in 1945 shoved strikingly
similar wage structures for any one of 31.in ustries, the Canadian

figure cold be dedued accurately from the American (Table 1) The

correlation vith other countries was lso hig; even the Russian patter

was supriingly similar:

Correlation between United States and--

Canada (1945 *.94
United ingdom (1945) .89
Switzerland (1945) .87
Sweden (1943) *71
USSR (1937) .32 (.92 excluAng boots ad

shoes and priting)
To give sow idea of the magnitiue of these correlations: within the

United States, the following correlations wre obtained beteen national

annual earnings of wage and salary earners by indutry and the regional

patterna:
Northeast
North central
South
West

.90

.90

.86

Part II conpares median ineomes of male operatives and ale

laborers in the United States for 1939 by manufreturing industry: the

relation is close and linear. The relationship for ale aMn female

operatives is less precise and possibly curvilinear.

1. Bis fgutre is probably too high.
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breorzelatios betwen earnins of mal pratives ad laborers

by region were as follows:

Northeast .97
oth centl

South .76
West -78

Fbr male operatves-fale operatives, correlations wre much lower

except in the South:

northeast .84
North central .65
South .93
West .33

Why should the cor latin be so higl in the South? Pressure for rationali-

zation of th we stctue -e desired by ma--mt and labor even in

the absence of unions I- generally oes from ale Irkerswsomn have

less basrgainng power, less leverage. Bt thise my ot be true in the

South, e ma laborers are eomaoy egroes, ma of them only part
time in industyr, and there the role of woen, uho participae mre

continuously In the labor market in the South, Is relatively more inpor-
taut. Perhaps for this reason, the ale- al diffrential for opertitves

is more ssteted than in other regions.
Part III analyses the structure of occupationsl earnngs in six

Industries; scattergram chartin the correlation of industry age

structures for selected regtns or cities with the national aerage for

19^3, tndi eateta there is a baic ceharateri structure ihich is

maintaedn in wma cities andrean ons with only slight differences

Part IV copares oaccational structures of five industrs in

1900 and l9t4 ncluding all occations for hiich data were available,

and suggests (a) strikin similarities over almost one-half a century

2.
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and (b) a dealne In the peroentege argn betwen bl and lo rates

over the perIodl CTelatons between rotes in 1900 and 190r9aned

between .69 ad .94, tith little differene between noaitn ad unon

idustry. hbuenaf the s vithiLn indultries is indoated by

the despee of nvrse relationship between 1900 rates and the perentge

hnfp from 1900-tO: -.89 fr textrle, -.96 for fouaries and machine

shops. he buildn trades were the ntble exception, with a correla-

tion of only -.21.



Doris M. Eisann, "Infter-InustrwyWge C Bangre, 1939-19T," Review of
Ecnte UanaiStatisi , koveaber, 1956.

A study of 57 Bmufcturignad ries, all those for hiich Census

Bureau utput ie carale to re of Labor tatisties hours and

earningsdata re available, yielded the foloviq results:

1. beim iustrie ilch a ahhe ernin leel in 1939 had

absolutely lager wme increases up to 197, but a sa rl3e increase in

percentage tera, than the industree *hich started from lowr levels.

he ecoretios . d -.82, respe tvely. Wage inceases re

largely in the for of flat increses, aid interAdustrial differentials

decreased by 30 per cent over the period (as masre by the staard

deviation as a pearntage of the mea).

2. Outputsad euployenrtbhages had a significant oorrelation
vwth absolute chanes, but the sigificane disappeared hen the

influe e of the origils level of earnings ws reeed.

3- Productivity changes re not significantly related to either

abaolute wge increase or relative increases. Hence thee as a strong

negative relationship betwen chages in pr uctivity and changs in

unit labor costs. Nor Ws there any statistical significance to the

relationship betweenS odu tivity and output hanges, or productivity
ald ealoyent

4. bfe industries here wage osts constituted a large part of

total costs had, uexpectedly, a greater absolute increase in wges.

But this relationship as significant only after the influence of the

origal level of e rnig was remved.

5. 'The relationship betmee enhge and unonation was not
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close, althouh the data on union slet;h w ereusatiSfactory, since

they mere in the form of vey ide class intervals.

60 C utat;ion of hanes in unit labor costs, vith 1939 hourly

earnings and the chae in productivity as Indpet ent variables, indi-

cated that the dynamic inustries hich paid high waes and exrienced

high productiity ains achieved a lowering in unit labor costs in real

terms at a tim ehen real vages in mtfactuaej asi ng faster

tha productivity.



L. Eari lewis, "Wae Dispersion in anufctIuri Industries, 19f5055,"
.onthly Labor Reviev, July, 1956.

ihe dispersion of traight-time average hourly earnngs of produc-
tion workers has tended to contract in nearl all industries.

Qterodu iifferenes In 31 dustries n 195i, emplang
over 12* million factory wwrers, indexe of dispersion of earnis (the

value of the ine tile rane as a per cent of the median, ultiplied

by 100) raned frm n the vehicle industry to 62 in full

fashioned hosiery. obr 19 of the industres, the index lay between 20

and 35.

t=r elaeto isperi (a) aiher ws no sinificat

correlation betwren g levels and dispersion among ndustries, (b)
the otqpoton of the labor force had an obvious effect in that diaper-

sion vas lower in those induh tes which employed predominantly a single

skill ateo -- e.g., mostly skilled orkers, rather than an equal

nuber cd skilled, semiasilled, and unskilled, or a larg proportion of

Vomu, since xn's arni gs, minly in semisdlled or unskilled work,

had less dispesion than me's. (c) ncente pay increased dispersion.
Of the six industries with an index of dispersion over to, four enployed

half or more of the total ork fore on an Inentive basis. Dress

nmanfaeturing, with its lpredomnantly piecework system, had an Index of

57.o tor vehicles, vith the lowest ndex, had only a minor proportion

of incentive sorkers. (d) Geographicel diffrreztials also helped to

account for interind sty erees in dispersion. Industries widely

scttered geographically had a wider range of earn s distribution.

(e) Other factos: earnins were usuall higher in larger cpanes,



in larger oumunities, and in companies with collective bargaing agre-

ments. (Ihese axe often overlapping categories.)
Postwar Trends. In 17 selected industries orer thee period 1945-55

(a) the values of the interquartile range increased witb the sharp rise

in -the general level of wages; (b) relative dispersion decreased. Meny

wage adjustamnts in the postwar period vere in umiform cents-per-hour

terms. Miniium wage laws hd some influence Im raising the lowest-paid
industries. And collective bargaining, notably in basic steel, tended

to reduce or eliminte regional diffeerntials, thereby reducing inter-

j .duetry differentials*

Sewpness. The measure of skewness used was derived by subtracting

the median from th mean, dividing the result by the median and multi-

pl3ing by 100, Among the industries studied, this reasure ranged from

-0-6 to 950 Almost all the industries were slightly skewed to the

right -- the mean as 1 to 15 cents an hour greater than the median.



Harold M4. Levitson, 'PatternBrreagning A Cae Study of the Automobile
Workers,""rtetry Journal,oft Eonoimcs, May 1960.

A field study vas made of 85 tims in the Detroit area which had

agreements twith the United Automobile Worers, exclding the three major

motor vehicle producers, to explore the nature and extent of pattern bar-

gaiIng by the United Autmiobile Workers in the period 1946-57.
Table I shows that deviations frm the pattern set by agreemnts with

the Big Three, measured in terms of equivalent benefits to the worker, were

considerable and increasingly prevalent over tim. Over the entire 11 years,

on=7y 26 per cent of the companies in the msmple, employing 40 per cent of fhee

employees, followed the pattern, either exactly or in equivalent settlements.

More often th t itre vlt.r.tics bl.a; tah A'tiernl ri;ther' 't'IX raor.e g.zn-;..-M;O
A ::ore i<nel<lbren;dt;:i-u Tablt I t'o Tr, clearli-tnutc-es u c3ose

re-&tion-hp of pattern adherence to the siz of fi.r and to the relation-

~;i £p ofe*!;h l *..rz ;'~-the ataiu2obi.i ~.:6nAnr: try. Over 't'a ~.,:.lt).)le irlod3

3jp2 iC,.*it of t'~e t-ts+'tive :is.et:.0i.*?rnrregren:tir, c x.tie d

with oay---lper cent in the-te-a-to- sector.

The role of the major variables in the union's wage policy mas investigate.

largely through interviews with union representatives.

(a) There was overwhelming ag t aaong the negotiators that Wo

constera.tion was given to possible -employment relationships -- lge.ly

because they were too uncertain '-- unless the pattern settlement threatene

to put the firm out of business (the crisis situation). aBt even when the

union 'was convinced tha;t a crisis exited, perhaps after an emimination of

the tmployer's boos, and paxticularly by the existece of substantia un-

amiployment among the ccmpi. y''swork force, two rother ers orated agai. t

a be2w.-jat'rn settlemet t: the size of the fm, and whethetr or aot it
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was in the autcotive indst. I.e., the uni oa ita3 y concerned ith

estabalisig te key bargain as the "cnauetitie" standard fbr the autamobile

indtry, at least in the Dtroit area: with stadariing it and bving it

accepted by othw fixm. But the threat to the union's overal barPing

strtegy beosae s atebe soaller the fir and the leas eoaelyr related

to the augotive industry.
Orsi_ wVre notheles made on moas and frfiDAgs n sos cases.

More fsreqnt ere efficiency ad3 t: rai ing prodctdon tandards,

reducing rest period, and other factors to bold doin unit labor coats, which

were not reflected in the contrat itel

(b) onaderations of equitd ingm uion ier and orgniational

stsngth, the 'polital" fesor, did not excld fleaibility, as the fairly

comoon incidence of below-pattern e ts indicated. b reason lay in the

struture of the union, with J3or reapousIblit f ornoettions resting

with an official hoe position reted on a political base mach broader than

a single bargaini unit.

Conlma.ioa. evidence does not provde unqualified supprt for

either of the two major bhpotes on trade union policy. Boa's "political"
hypothess strssed the linufof gup pesMurs, he most mportat

being the feeling of uniaon rmero tt hey s uld obtain the pattern a

matter of eqity. D lp's "ecoaai" approach considered the union's policy

as oriented tomrd num tiing smra incum varable, most loically the total

age-fringe bill; ene te unio wuld be priaris concerned vith the

"emlployent" effects of its wa policy.

For wae inreases up to the crisi or pattern level, the policy of

the Autoobileobrhers Vw consitent vith Boas's point of viev. hbe

,,, -~ Rl...M - 1- F " 7~*~. -1~~



union considered the employment effects sufficiently uncertain, nd the members'

interest in equity sufficiently iportat, to ignore the eplyent effects.

Also, the fact that above-pattern apreenente were so rae suggests that equity

considerations were dominant, and econmic considerations of maximization of

Income secondary.

Jowever, in a cri8si situation, the point of conflict between economic

and political factors, the record gives considerably stronger support to the

economic point of view. Considering the entire uaple over the entire postwar

period, concessions were more the rule than the exception. There as also

evidence that union officials vere not so concerned with political reprecussiono

that they insisted upon a pattern contract in the face of adverse economic

conditions.

Union leaers were less affected by political considertions than

Rosa suggested. On the other hand, the eployent effeete stressed by

Dunlop arose only in crisis or near-crisis situations.



George Seltzer, "Pattern Ba and the United Steelvorkers," Journal
of PbolitilBeo1oM Augusht, 1951,

Recent atacks on the nool po er of union, and peciially

on pattern barga the United Steelworker, raise a noaer of

question, firt on the fts amd thf on their policy ilations.

Basle Steel

Pattern. Collective barginig froa 196 to aid-195 contai

four "rounda" of negotatios. In the first three, the key bargain wv

betmen the union and U.S. Steel; 1n the tburth round, with DBehlehem.

Coormy th the kay argan vas %geatest in the first, least in the

fourth roud. In each of these rouds, there vw a lengthy itrike and

significant t interventonW n the 1918 rouad, the union was

constraind from striking by "no-trike" clauaes n Its contracts,

sub sting that the "coercie" poer of the union did not iholly eplain

the uniforlity n timing and att of e Inreaes in that round.

Confomit with the patte as otieably geater mog ntegrated

steel producers than amng semi- and nonintegrate producers, with the

latter inituting mlrleru increases and less penerou e rove-

murtst. Pkasioa provisions in the key bargain in 1g19 wre adapted by

almot all iterated fin, but by only 8* per cent of seml-intgratd
and 55 per cent of the n firm-. e unifbr mtnuman age

established in 96 per cent of t atedpoducers after the last round

s dopted in on per cent of "si.-int td ontracts and 34 per

cent of naoitegrated

Market Ibrces.* rom 1913 to 1932, before unionization, the record
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shows penral agreemnt in the tiing and aount of wae chanes, under

the leadership of U.S. Steel, and subtantia identity in couon labor

rates. Un mity of age behavior i rooted in the prod ct ad labor

mrket atrutu of ef t tr, vith price eeaership and the basing

point system at the core.

Qarenx Actio. Since 1933, o nt policies have helped to

maintain and extend vage u it Under the hnnl Recovery Act,
the WalAh-ealey Public Cottraets Act and the War Labor Board, age scale

ere equalized witlhn aeogresai diatricts and then aag coqpaniea.

Ooverzo t interventio in Mubeequ. ats itutions brought about

almst unieraal acaeptanoe of unifom inereaes and of nncontributory

pensionas

Oollective Bar9aining. The union has certinly played a part in

proept, indutry-wide transisioA of ae changes. But it hasa Mre

supplea nted the more prtnt influfmce of the mrket a edof gvern-

mental action. It isa nifica that evein periods of fall esploy-
Ment;, the union has not used the ey barea as an inflexible standr.

EtfbE s of Pterna. Te generl -aeinerease of 1937,194, and

1946 were of the certs-per-bour type. Hoever, subsquent ncrees were

mixed: unifor percentaa nre ninerae tegrated fm; in nonintegrated

firms, the same absolute increase in the minim rate but smeller changes

in the other rates. t general long-run effect ha been to narrow

differentials but the equalimation of nla ractes by gover-mnt policy

is probably of gteater rane than uion action.
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Other Areas

Collective Barainidg. A Peew;ts of the 8teelvorhers with mou-

facturing fizm outside the basic steel imustruy froa 194116 were pre-

dmcanrtaty louer than the my steel bargin on waes and severanc pay,

but rzneralol hiaer on other frl benefits: vacations, holids,

shift premium. These deviation are elicable in tera of senitivity
to 3lcal lbor mart factors. ftr nometeel fis the basic atel

centers, it wa local labor Minrat factors iIh induced conformty with

the baw steel bargain. In noteel areas, nilon policy eant along with

deviations -- bhidth wre grat in the area mre distant fram the

steel centers -- again, in vrespo to local maa t forces.

A uniform ae polic has mm advantag for the union. erer-

theless, in conflct with atet coitios -- e.g., an ealoyer's inbility
to pa - there are numro itances in the record in ddih the union

negotiators expliitly esched rigid adherece to the ey bargin.
nclusions. Recent view stresig the pri rily political

haracter of unio treat olctive bargai g as if it occrwwd in a

political vacuum. Contrary to Boas, geopraphical and induL7' i<<' factor

have not been rendered ipotnt by the ogof collective barganing.

Rose also consderedttha t"elyl t effects" layed a minor role in

union ge policy; thiS study, revealing widespr do rd deviatons

from the key bargain, even In a period of genrally foil eqployent,
suesta the corar. .This i confirBad repeatedly by te explanaions
of union negotiators for below-par ettle onts. Te Steel8wkers' con-

cern for preservig the Jobs of its ersa inlictes that the fears

created by pattern bara are unjustified



Benso Soffer, "On Union Rivaries and the Minim ferentation of Wge
Pafteit"B Revie of_eonutos,ad atisbbeticsv Ibrmzy 1959-

The prpose of this pper is to refo ate the theory of pattern

bargaing to take accointof t nr Q of 'variations. Ih

concept of Minia= diffrentisataio, drawn fi the theory of lmonpolistic

conpetition, will be proposed to explain both the uaifbiuity anad the variaton

in age patterns, by referenae to the latiof unio riv lri ad coalitions.

The arl is to eplain behvtior hich ca t be etif i ex nd either

by msket foroes (which play a zaor role only at the lilits and a permissive

role thin the lmitsw) or by th hyotesis of imtation.

Union Ralries. U -ionrivalry simltaneo sly cre1ates prssures for

mnifom wat chenges within the naon's bargaining aits and for diverse canges

between rival unions. ifference in th type of cotrat are an ideal

area for diferentiation.

secaiator 3hareases. A stiple exn of a aiffirentiated vage

pattern is that eatablished by anamtic Vage escalatr ncrease in the

leader unit in a eriod of risig prics, hile the fbll r' units continue

to adjust vges by neotation. Seeral altert are avaiable to the

follower: (1) restoration of e preexisting relationship, a tmpoary

atchng p; (2) an increase nt ony covering previous pttern increase

but anticiatiengthe ecalated pattern inrese for the nxt ear ("defensive"
rivalry)j (3) an increase sufficiently large to coMpensate fbr both past and

expected losse s aginst escalated wes ("active" rivarly); and (i)
inreasing the fequec of wage adjustents to fllo the escalator pattern

more closely.
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__eAuto-Stel W-it. En Ubited Aotomobil W ers and the United

SeeWh,wi their r alles and rIls, o In u ob,

ste8l alamiua ttumltorl mt,, rabber tire, eectril e p ntad

rut g6ls Indstaies. so rivaly bebween the to pint union fbr the

leadership of ft C0 we keen. aditin, ther w omptit4 between

t sad gu33lr in the pututl t and a im iltres.

ikg inumntsin t# rbit hew been strikingly . er,

several very larg ffms he delopsd sb-paterns withi overall lattern.
These are pacuarly eifiant bs et be attribated to

unifba maket . DI l35-)8, the key arents ith U. 8. Steel and

Oezral Motors smbodied amot i ticl v chgs, a over the three

ownds, wmre followed with md che by eeal 1ctric, the big four

rubber c es, Enter mil Mrvester, end theA1uin of Aerica.

After 1948, the two unims dVeredeer in contract patterns.

The Itoeres ed a lng te conc wih just before the

outbreakxof the Moran War, i0a3 n (1) a cost-of-ling e tor clause,

whch an the basis of ver 11 f ation in

the nm ' Price dX A ( an U fattor" ase

of four cents per br. gh Unted te ters' mement in basic steel.,

imitated thrwhomat i:ts ti-i3n&trialJuisdiction,p very

dietly, for anIa imp notiatos e e total mp

increseafunder both cont over th nxt three Yea" were, spina at

identical. &tbetantince th timing, mints end for Of we

chen2es concelled out. atte e b by th ut le

escalator egreemente during the of rising ices, and by the steel

2
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Inzustry dullg the period of price stability, vitb both unions negotiating
of the "active" rimvaU7 tpe. bAIng the uOa3*r units, coalition

muabers adopted "folloier" Oferentiatiom and rivls eotilted nm1inal

obanges. Amost every wriation of an esclator pattern occurred.

Tb conel n that union rivalries created

minb== differentiation of wep than Imitation.



Bnson Softer, "The Effects of Recent Long-Term Wage Agreeueo*s on General
Waq Level ovmI ts: 1950_1956,"n elJournal Or Rnoo eic
NebruaiW, 1959.

Before 1950, almost all collective egremuts provided fbr renee-

tation of wags at least once a year. After the outbreak of the Korean

war, long-term greene providing for aut ti ntetrim v increases

gained wid ta A Ge Motors cAct, as early as 19wi,
e~odied the following eats: renegotiation of wages In three years;

escalator s providing freqVnt ri wag chage

geered to the rs' Price Tndex; additional ann utomatic inreases,

fixed in specfc cents-por-hour. One or more of these provision was

widely follod in eslatrag nts iach be partcularly popular

after the out k of te Korean war, althou the traditionel practice

of negotiating wage changs still prevails for the aJorityofd

Have the -ty agr_ Imnts affect wvmnts of the eoneral wa

lvel, sinc 1950? t folling hwes will be testeld:

1. DTing periods of rsing prices, omat wag e:

(a) lead, but do not exceed ngotiated cag in closely related wes;

(b) lessen the short-term restranng iu ces in industries where wages

teM to "ag"; ad (c) increase the sensitivity of the r we level

to price-level .

2. in periods of price stability, escalation will nt reduce wa

adjutnts.

3. in such periods, the annua deferred Increas sets; a floor

unier negotiated wage change under traditional ort-term .

e videe O po were md or chronologies of atic
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sa gotiated wagei s in four selected industry groups: auto-

steel, tertiles, railroads, andi printing. ¶Ihese wae" cofl*ed with general

wage n b.mnts

thesis 1 (a) ws tested by an lysis of the exprience of the

steel I st hich used the traditional typ of en d the

closel related autoubile industry. In all the iviutries coarising the

auto-steel orbitp, Matpe egut stablishd the underlying tten Of

generalaw inra to the Men laon period. 1Dviations

Were ins-igfeifiant
For 1o (b), the teile, printi ad railroad experiences

Vere relevant: eslator clse ere pt in these ibstri here,

for difarnt reason, coditios e less favorable for wae increases

than In autos sd steel. Esc ated wges led the qvard movewSet.

or tsi I (c) -- that -type apewemnts increase the sensi-

tivity of V s In al to price chaes -- gexvewsn were

stadled for IYflatioOry periods before ad after the adoption of escala*

tion. he viden the ses. Table 1 shove that Inflation

reduced the level of real wa rates before 1950 bat no thereafter. Table

2 show an Ing sersitivity of vmge to prce rises In the three

years 19541956, in settlemVftinvolving 1,000 or wwe euployees In ll

industres.

Hypo1thses 2 an 3 were tested by a StiiY Of 1954, mbin econcade

coalitions were rable for w r d when the "floor"

infinences Of the W agrennt could be observed, and 1953 ad 1955 when

automtic ir e eap to notiated, ncreases, rather than the

revrse as observed durIg the Koran war.

2.



TABLE I

Percent4W Increase in C oxsu-re' Price Inex and
Percentase Chage in Real Basic Wage Rates in
,4anufacturing in Recent Inlationary Periods

July 1941 - July

June 1946 - oume

June 1947 - June

Jan. 1950 - JanM

Ten. 1951 - Jan.

Jan. 1956 - Jan.

194.

1947

191i8

1951

1952

1957

11

18

10

8

5

3

Real basic vage-

-1

-6

-2

none

none

+3



S3of~fer 4

Conclusions. The GM r appeared to raise the lewl of vSes

generally In periods of rapId price rise$, but did not hold wags dovn In

other periods. Wlen negotiated inreases moved ahead, sWplementary
increases vmre added to the mati in the C-type S.

he as tiothat vags are "sticky,#" that the dwation of collective

agreemnts tenlds to hold dow aes i inlation (alton Friedman), is not

upport l33by the evidence. The "esaaorf features of the am-type formlas

mke the ral evel of gs highly sensitive to even sal fluctuations

in the smes' Price lndex.



Ljowd Ub-sn, "IhrshalI an Friedman on Union ,"Review of cs
anNovembe,r 1955.

.erbainly In our own tim and try there exists ample evidence

of the i ane of the econodc ties binding different orgnised groups

in the s Industry.... In construction, uios In the six so-called

basic trades (the operati engieers, carenoters c n laborers,

teamsters, iron w ar, and cauMnt finishers), iiose i#NLber work for

the am euplocers (the g, bargn as a group In some

c-onmities. The other trades bagain with their resctive subcontractors

Th latter thus del with only oin union 6Waj, but to su&ch emloyers the

cost of union labor constitutes a er hig p tion of total cost.

over, so-lled national contractors frquntly inuce local age

settlements olving both g al tctor and subcontractors whom

the hire*17 And of course the existence of local lding trades council.8

and contractors' assoclation testifles to awes n each stide of the

interxrelness of all interests.

The railroad haew a long tradition of "Pat n es" both

within mbeten the opeting and the non-operating groqp of unions.

Since 1937 all the operating crafts received inceas totalln $1.245

per hourj, while al the "non-oas" received $l.234.18 With one

exception, every one of the ine "wage no a" which occurred since

1937 involved go Intervention, the uniform cents-per-hour pattern

of settlement owes its rmkalvitality -to the It by

the unions and the carriers. W~hen, In 1947, the diffetial be yard

f.oremen and helpers was increased "in an efort to correct a supposed

inequity," the Locomotive &gIreers caimed that ths created a new



WU1 WM.

inequity in the d~fterential between the yar-d sgnesand the yard

formn. teir cunolel wrned that "the Carriers cannot et the

engineers' organizatin ;to wtch the groun ersors' basc rate rise

and alter the difrenal ule the engne srvisor's. rate also

rises. If they expeat this tbhy are In for a rude awakein." V~n, in

1954s, the nginee to the adesting dia nIl betimen

their craft an the other ralroad grotgos the carriers ware wide awake.

Ther in opposltion to the ingineea' d emhas-ird the ipor.

taxlce Of the "pltIte cl t baa n on the rea iroaa-d8; one

of the said that "if the deauA of the Ewgneers for a peromn

t' as ould be g y this boar--d, it is certai tht the

WeMinder of the inustry' eaig loyees tiuld be keenly dissatis.

fled with their s 1 e surely wke desSMIa that

themsaw em t of money Ineas"e be grte -to 'G

It is interesting to note that,, In the shpbilig ndsty

collective barani is c te betIe th elerIand te local

metal trads cmc.' In scm shi r -while In others the wors are

or ed in idstial locls. LOCal trde c cils of diffrent

crafts also ezst In printing, but Joint bargain betwen allid ting

trades counciells and el es is not typical (alt gm tn o)

In both th wapaper and the bookad-ob branhes of this inu y

howveer., the VezxDaeixa Of what Dhmlcw has IterAMI "wage1 leadership"ih~~~~~w~~~~rs~~~ IfNP- ",t I~
knight be observd: "...the -asgotiats of the st st craft q tly

aeV the stage for the others, which thn get a oit the same

settlent.", Accrdintgt mily Clark kown, insstece by the follows

in the book-azad.jb branch on the reeetalishment of "proper" ditifrentials

2.
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after awe Increa is ted to a leader ie responsible for the fact

that "Itlemes Of hngsin wage rates for the Seart crafts have moved

closely Lbtogether since It121eat pa a recognition of inter-

deper~ene Mas typica,4 led it to oW°o Joint negotiations In this utr.

"Stronor imons tate to give p their special adv g in b ng

by oPeai with the eaiker owes, while the wesher s Me fea Inade-

quate a n to their Ites In Joint action." em loyer

interet in sparatebargaiing Is cleal w*ivuted by Concern oMr

erft relatios . oing to Ns. fom, "Grantiwn a ded

of One crft at a nal wnt =qrevn the de"osnt of a noe-

rant ftr mai univ and xilta.n ."2 Cae studlses of collective bar-

aining In tw firms ea se th craft

localssano of which vare in the pring trades, reveal how the employer's

nes of the Jader.followr relat p in his netiatig

policr when dealIng wth one local. TM following quotation the

study of the bathon Cootin s cler pertie to our problem:

fte sl3 muber of Mdxre of the printing unions o le
with their o r poitnin a m Cnt

operaionss Pggets that the coa~could afford to comply
wit almost a Gmed of these unions,, no ratter how
al, a l to d at p . In practice,

however, each of the unions vathes t2 other neoatios
efully, and the Qom aW aet I t greant nsson

hichb are rel01atively unifori.23

In view of what might be texuad the -co Inta!M it effect" of

unionism in other groups in the sun i whe substitutability

between them and the group in qwstion is uM en w, and In view

of what might be tAered the "effective labor-cost ratio effet" when

aubstitutablityis sufficiently highs it Is probable that the b ing

power of a wall-orgziw ed craft group is edac if other grows in the

3-



ame industry become organized (in the same or in separate unions).

But we have not been describing an actual historic process, for we have

assumed. that the earliest organized group had been thorougly organized

by the time the other groups In the Industries formed unions; historically

this condition has rarely obtained And so long as the older craft

organizations rained orny partially oganized throughout, their Juris-

dictions, amplayers could and did break their strikes and keep plants jai

operation by contracting out strick vork. Henoe the subsequent uioniz&a.

tion and cooperation of other groups increased the actu barining

er of the older orgazations at the sae tim that they might have
the origin oV many of

dinished their potextiial bargaining power. Ths expldus~r onca3.l mltiw
craft UniO11 Ceo

17. I am Indebted to an unusually reliable sorce,. Professor

Dunop, for furrishing e with infomtion on collective bargaining in

the construction izxustry.

The writer vould agree with stepben P. Sbotka, "Union Influence on

Wages: The Construction Industryp, JounaLo tica ,

(April 1953), 12829, that the relevant denomintor of the labor-cost

,,atlo In constructionis total construction cots, but ol if the

^xwsrt-or consists of a larger fraction of the total cost of housing than
by

thot accounted to>al single crft only. If the latter be chosen as the

itnerator., however. then the mre appropria base mould be the total. cost

of the subcontractor in questions for the general contractor' s avaenees

&f te interrelatedness of the different bargains would make it di1LfS.cvZ:L,

f a m&or subcontractr to "pass on" a given wage increase merely because



that we lncrease wuld constitate a muh sialler mrcmta- inrease

in total building cost. So f" asai ifict degpee of correla-

tion betwe the extent of Ration end relative frU1 -tIm eanig

of skid buldg trades -orkers but v no corre on (.GO)
for comn bil~didng laborers (pag 3.3k) However, his i I Iremc that

unions of unklled br in ths idUt wre nable snifica to

affect the VIVO of thein are overloolk the fact that the a

of distrIbution of coa= labor =ions vith respect to degree of org0i-

zation sm difrent from that of the ui of skilled crafts,

in that a far ga proportion of unklled unions than of illed

locals fell In the zeo.to43 (and zero.to-50) par cent o d grop.

nzWer, the data uWd In this prtion of Sobotka' a agumnt all refer

to 1939, a sar of hand in ods o h I

tMM ar amotng unskilled l m 3al3,y hi r than

in skild trades. Professor o has s this latter point to

me; It arri he itestig -l on that unions c d pe-

dnantly of dsilled borrs init lb under a greater handicp

than others In VMioS" Ofhi mslynt
- Iods u . =

18. 2ese me ae inclusi of adJusts mde hen the

vork week we rducedfro 48 to 401 hos in 1918. Belov are lsted the

awards exclusive of that adJ .

50



Avaads Awunt Aard
gxranuted In Operat Nonoperatin

employees emlupoyees

1.937 54§ 5s
i~~~~~q ~~~~10~

191i-3 910 9 i
1945-6 1)0
1.9t iH12

i~~~w~10i2 #0
19S-52 23 0
1952-53 4 4
1953-54 5 0 5 0

Soure: Nhtionl Mediation Boar, Arbitration Board No. 192,
Case A-.4C), In the 1btter of a Dispirte beeen Carriers Idepxe.
sented by the e aster Wn soutaeaternOrierz
feree Cowttea ATeir ploes eprese b the
&%otherhood of 00oot i 1954 Brief on 9ehal of
-h Oakri".es

19. TidV 6-7; transcript of d 1320.

0. Robert K. Burs, "Newspapers"t' an Emily C. Brova, "Book3

and job Printig," In H (New Yrork, 1942-):

Th,. 139,

21. Brown, oc. .56.

22 Did"_ 14)..

23. P. W. Fleming and E. E. Witte, ibrathonion at4

en borUbons, Cae Study No. 8, Cause of Industrial Peace Under

Co3leet.ive (ational Plannine Association, Washiugton,ID.C.,

'L9,5), 3.9. See also Charles A. N.ers and George P. Shultz.. Nashua

Gumd ndCoated 292 an SevnAFL Unionst case study NO. 7,

. series, 35 and74



Sumner H. Slichter, "Notes on the Structure of Wages," Review of Economica
and Statistics, February, 1950.

This paper discusses some regularities which occur in the inter-

industry wage structure and their imication for the theory of wage

determination. The method of the study is to select a number of factors

with which hourly earnings might be expected to vary and to compute coeffi-

cients of rank correlation between these conditions and the average hourly

earnings of unskilled labor in selected manufacturing industries. The

factors selected for comparison are as follows:

X, : Average hourly earnings of semi-skilled workers in the industry.

X2 : Value added by manacturing per manhour.

X3 : Value of product per hour.

X4 Ratio of payrolls to income from sales.

X5: Ratio of net income after taxes to sales.

X6: Proportion of Awn in the industry.

Let W: the average hourly earnings of unskilled workers in the
industry

r: coefficient of rank correlation between W and Xi.

x (direction of r
relationi

1 positive

2 positive .9299

3 positive .8297

4 positive .7288

5 positive .6969

6 negative .4491

Most of the compaisons are for the years 1939 and 1940. This avoids

the effect of the war of the interindustry wage structure, and it also avoids
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much of the effect of unionism on the wage structure because collective

bargaining was not a finl3y established institution in most industries

studied at this time.

Further, the interinduatry structure of wages has considerable sta-

bility during relatively short periods of time. When W for one date is

correlated against W for another, the coefficient of rank correlation

remains high.

Years ofr ison r

1923 & 1946 .7289

1923 & 1939 .7154

1929 & 1939 .8902

1929 & 1946 .8812

The major conclusion of the paper is that managerial policies are

important determinants of the interindustry wage structure. The best ev-

dence of this is the high coefficient of rank correlation between W and X1.

This suggests that gement operates by some rule-of-thumb in determning

wage rates for its various classes of employees. Similary, the high correia-

tion among W and X3 suggests that management is more disposed to a liberal

wage policy when value added per wage earner is high and more disposed to a

niggardly wage policy when value added per wage earner is low. Also, the

high positive correlation between W and X4 suggests that management looks

after its wage policy more carefAlly when labor costs are high relative

to other costs than when labor costs are low relative to other costs.

2.



Dtvid G. Brown, "kected Ability to fty and lerinfstry WVg Structure
win'h a ,0l ¢tatober,

1962.

The fol g ypotesis is developed and tested: sap level

dferences a g maft n itrie result primrily from differs

enes in employers' stimates of their future dab34ty to =sy. The

hypothesis is dend, not supply, orient4d.

a i-S logIl that firm able to pW hIgber-thaavemg9 wages

without ippng below sloe mnil acceptable level of profits win

do so: to recrutwnt, increase vorir goodwill, reduce

turnover, allow greater selectivity In ezpoo'int, etc. Bt for the

lees profitable firm, the disadvantage of hi cost outwigbe the

advantage.

e t The ideal figures anagers
estimtes- a not avlle, so a substitute a e formlated

on the basis of seven quantitative indwYo for 395152.

L. Pet profitability, measured by the rate of return n sales;

neither net worth nor assets data could be obtaind by i .

2. Labor ductivity, a d by the ratio of valu added to

the nmber of productio rlr manhours. Total worker productivity data

were not available.

3. Strure of the ar t, aWe by the degree of

concentration. oigapolists aVr r ik to have hii ex tions

of their future ability to sustain high wage levels: they are in a

better position to pass the costs ot higher mgs on to the consmer

than firm and WUsri s facing strong oompetition In the product



Brown

zarket; largr then averag pofits are not Ikely to be eroded bV entry

of new firiw

4. The iz cetane of wage costs, a in the absece of data

oc wages as a of total costs,, by the ratio of labor cost to

value added, and by the ratio of productio wor to other ewlyees.

5. Utio of Me to total employzunt. Firm atA Industries which

do not think that they can afford to hire ph. male labor will, it Is

bypothesised, resort to cper female labor.

6. Stabilityr masured by the average sise of frm and the

seasoWality of eumloy t (ratio of eol~ ant in umth of higbsst
explopent to that in lowet ztnth). iall fir without large reserves

of assets, and lacking a variety of p cts to co n for n i

dend will be reluctant to comit themselves to high future wages

becausetheir profit position will be mme volatile.

7. Th dyudlc chaater of the indstry, msured by the rate

of change In enploymnt. amling firs and indastries will mic libera

estimates of ability to pay higher wpag tratingonc swill not.

Obhr factors are undoubtedly important In assessing future

ability to pay (e.g., expected degree of unioiSation, predictions of

cnsumer tastes, anticipated rate of automatic) but quantitative nasures

of these factors are not obtaisble

W. Annal earnings have been chose as the best

available measure of payroll costs and of emploee incom.

Data on the dep t variable, anal eain , and on each

measure of e0pected ability to pay were cdEected for 81 m c

industries (tdWard )dustrIal Classification 3. and 4-digit Industries)

20
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for 1951-5?.

Data for eaning, prductlvity, production worler euMloyznt,

ard labor costs ar averages for thw whole period. frofitability data

are v as for 1951 and 1957; the sex ratio and seasonlIty data are

averages for 1951, 1954 and 1957; e ploymnt per tim figres are for

3954. Ctangesin employmnmt ar the sun of 1956 and 1957 totals divided

tr the total of p Ion worker emplaoamnt in 1951 and 1952.

Mbtbds. aru n product movaut repession analysis ws used

after two as tion required by this technique were tested and found

bneraly valid: (a) Stron curilinar relationships between wages and

each indpendt variable do not exist; (b) the expected ability to p

variables are not linearly related to each other. As a rouh test,

lmple correlation coefficients wore coupited between sets of indepndt

variables; two exoeptions apred to the inependeNce assumption: the

industries in which labor costs wore relatively insigfiat(

capitalized) were also irdbistries in which output per nu high;

and the Industries with large firns in terms of eloyment wre also

industries wit high concentration ratios. Therefore, In eab case,

oe of the interdependent variables was droped f the regression

equatimo. With these adjustments, the assof i ie

is valid,

St-tstca RM~ts A a e~Areto be ~ i

thenduteis wh h hir prftbe ihycnetaehigbly

capitalised, highly stble and predomiantlgy empers of male workers.

310



Ooi~relation Q~effio±.nts
Correlation between
averal sasj. lwave ad

Was added per -urhw *470b93

Degreo cm Loin o406b .326'

Profits per sales dollar .4 .298b

production workr er8 ornt/
Other emplym~t.n_378b

yroll/va added m.168 (a)

&Ie eaployent/total ewlmmnt *60b 39b

WnaMity of emp nt .227b -.029

ployent per firm .352b (c)

chanps in emiomut .013 -.l24

ALs3im correlation ae based on a asyi of 81 idustri ept
the correlation betwen pofits and ISage. Tha correlatio and
all prtial correlatn ar based n a s le o 59.
bM.45a.> different from Wmre at the 95 per cent f evel
0lrta.1 correlations not taon because of to t
with another e varible.

1. The Si Ificant smle co elation betwen arnng and

ivity is u ed b the fact tkat eight of the ten top ranking

inustries In rod ivity were parin wges above the Mdan of all

industries, while none of the lowes ten were paing wage above the

1 wever, the low partial correlati coefficient Iicates that

1. This corroborates the findings of Su r hr. using
1939 data for 13 ustres.



Brown

tivity and wags differences are not umiqul@y related.

2. Concentration appeamd to be a significant de int of

ability to pays which in tar creates interindustry wges differences.

Telve of the 15 Industries In which the four largest firm accounted

for 60 per cen or more of the total value of shipments paid above the

mdian we; only five of the 15 least concentrated industries did so.

The si ant partial correlati co iet indicated tint apart

from the other ability to pay factors, resistance to. wne es is

les In olopolistic thn in competitive Indaeries. (The reason my

stem from the coinon wage policie often found in oligopolstic i strles,

and the tactics of unios, applying s to the eakast

firm)

3* The data i cte that better wages are paid by more

profitable in stris, the sm coclsion Sl er rcd in the

only previUs study of the wg .3 profitmbllity relatiip.2

Iatalled amlsis revealed that the constraint of low profits wa a

more effective deemnan than the permissivsesOf highpoisr~~i d~ t lbproJ0 M fits:t

low profits and wages wre more typial than profits and wages.

4. The wagp cost indems used dcate that there is a sipi-
ficant relatiosip with mge levelsa wages are higher In industries

1.. A simila conclusion was reached b mlop, athau &s
and Goldner, iClarin and Wes and levioson.

2. The profitabilitywmeg 2 relatnhip on the other
hands does not seem to be unique. rnenedffe in etration
and union st gh ccounted for, the i4ndepnet inflne Of
profits on wage change dis e d (Bcnens lavnMon).

5P
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whre labor costs are not the sajor costs.1
5. The sex ratio was found to be a s ant dex of ability

to py - wages are sigiflcantly higher in industries that are pe-

dominantly tale - but this conmsion ist be quaiied by the posi-

bility that the 4eMartMnt deti ant is n the labor suppl sides rather

than labor desuad. Le., the high correlation may reflect not ability

to pay, but differenes in the necessity to pa high wages to attract

the of labor demanded (heavy mazaal work r tals).

6. The stability I s ite tt wages are higher

in industries wher the sis of fim is lrgr and wher seasoal fluae

tuations are relativelysw l.

7. htes of chang In employt - reflecting rates of

expansion did not appear to be a si.ifca Index of futur ability

to pay. A uxber of reasons argue agpinat a close reltionsip with

wage levels: rbU the other indxes of expected ability to pay, this

was not correlated with azW of the other iden t variables. cond,

interindustry angw s In employment, were vr sal in the peri studied.

Hi.gh wage levels and the expectation of

high wage paing abilities are typically found In the mm industries,

Tbe umtiple correlation coefficient betwen waes and six indexes of

expected ability to pay its .861, indicating that the chosen i

explain nearly 75 per cent of the inte r differencs in wages.

Itether ability to p differences are also ignicnt te nnts

I. This onfirms the earlier finding. of &ichter and Dwmlop.
later studies which found no reltionaip be s a portion
of total costs and wage 2~am!. (Ostry, Fes and idner,
are not relevant her.
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of wags levels in sectors other than fcturing and in periods

other than the 19501' remins to be answered by further i ,rob.



Jules hdwmx "Why Wages Are Lawr in tlite Ec
J<1ml. Jalzww, 1957-

Various economle ham been singe out to explin why wage

scales are hiNw In som i es than othes; atal. irmstnt per

r; on of labor to al costs; Bovrnn of eOW'rnrt;
produlctiitj; Uiomisation; skil equir uts. A brief royiew of the

available evidence Indicates how these factors Iea and wy wag

scales are relatively low In retail trade.

Imestm er r Cpitl Investment per iorker in

corpora retailgw about $5000 in 198, as a n 2,000 for

In 1952. e e, in retalg c tal Investment takes

the riam Of invuentories and space, which do mot significuanty isprove the

of Labor Costs. Labor cos shouA be red t

with sale becas retling is the lat step, and most of the final

valim of a is al y ted In itmwen it enters retail

h but with "valueadde by the retailig process alone.

Dictly labor costs in 1952 ac ad for about five of

every eliht dollas of t nce produced by the i s a good deal

wre than the statistic that the retail pqyoll a0ra on 1 cents

of each coa rretail dollar Even this figure does not include the

labor-caBPeation of the owner-proprietor, which would bring the total

labor costs vp to 90 per cent of income ori tig in retalin as

aainst about 78 Per cnt a t in 1952.

Ibployrnb e The rise in retail eu1loymnt of about three

milion from 1939 to 1954 ws about the sm relatively as for the eaoo

as a whole.



Produtiriy. froductivit: can be estimated rouhly from income

originating In trade, in the national Income accounts, and from the number

of ern.oyees. (It should be noted that the work week is loger in retail

trade than in many other industries.) In l954?, the relative income

produced per person employed w lower for trade than azy other major

industrial group., except contract co-struction and the service industries;

it was about one-afoth lower than the figure for anufacturing. It is

probable that productivity has increased ehat h the developnt of

super ar , maehaization of handling and transportation, but economis

of scale are difficult to achiev vkere convenienoe and service play

importat o1les.

il aAge. A high percentage of younger workers and of part.

time workers, women and minority groups, are employed in trade, ref"lectIng

the low skill requirements.

Unionization. Only about 7 per cent of the employees in retailing

ae unionized (1955), a large proportion of them in the retail food

establishments, comnaed with 55 per cent in manufacturing.



Otto &tketein and Thomas A. Wilson, "The Determimtion of Money ages
In American Ddustry,," l<ateriy r of oonoxics. Augpist.l962.

This paper prosents an empirical model to explain the behavior

of mgo In ArIcan manufacturing i Utr fro 1948h-60. The wage

theory advanced and empirically tested is different from the traditional

demand-pull and cost.'ush theories.

Three issues in vage determination ave received particular

attentions (1) Db unions mak a difference in the lang-run deter-

misniation of mwes? (2) Do unions strive to mximise som economic

variable, or are they prizril political orgniations whose leaders

strive to assure their svival and strength? (3) Ir economic variables

are imortants Is it the labor or product market which determies wages?

PIve bk othese are dvaned and tested awl limited conclusion are

drawn with respect to the three issues stated above.

Wipothesis I: kgee Rates are Set by a hrgining Process.

The problem is viewed In terms of the utility fntions of union

leaders and corpoatce magsnt, particularly with respect to (1)
wge settlemnts of different amunts,, (2) the cost of a strike, and

(3) the cost of losing a strikes

!spotbesis l:t %oe Determination in a Goup of Heavy M3dustries

is hterdependent. A "key grot" of heavy industries exhibits a cone

siderable des of internnce. This group Includes s rubber,

stone clay and glass, prirary mitals, fabricated mtals, rolectrical

madhinery electrical mchinerys transportation equipment, and instruments.

There are extensive input-output comection among them. They are



1hkstein and Wilson

ograp lly centered in the idwest and constitute a weakly linked

labor market becase of the simirities of sills required. Soim

unions are bargeining agents In several of the industries. A wage

pattern exists, in which autos and steel ge lly lead. Iarge

corporations with strong markat power dominate each industry.

Rypothesis II: 'Ages are Detened In Nkge Rounds. Soonomic

conditions prevailing and expected at the tini of negotiations play a

particularly important role in wage determnation. SMnce contracts

are made for periods ranging up to 5 years, the resilt is a series of

wage rouds: a clustering of settle snts in tin, often following a

similar patter. (The first three bypotheses are institutional, the

last two are-economic.)

lpothesis IV: Both Product and Iabor &rkets asncege

Determination. A unions utility function with respect to wage demnds

ill dfift with economi conditions, Simlarly, the disutlity to

managent of generou settlemnts varies with ecm conditions

fpothesis Vs -Two riables, Profit and lemploymint Mtes,

are Stfficient to E~pain Nost of the Vriation in the IXte of Ihrease

of Age Fates. lbr the labor market, uloymnt is the strategic

variable in deter ig the division of bargaining power in wage nego-

tiations. The profit rate is the strategic variable in the product

market since it £fects bargaining power, and reflects the long-run

structural characteristics, swh as degree of wmopor,y, of the product

ark~et,

2



WTsA&nand iLson

ge. Determination 4n he crru

The annual average rate of, increaae of str'zdght-tizi hourl.y

earnings in the key group was regressed against profits and the

average rate of unemployment for the key groups for each of the 5

rounds since 19148. Even though the correlation has only 2 degrees oLf

freedom? both the coefficients are significant at the .99 level for ,.

silngle-tailed distribution; the multiple determination coefficiritr (t

ii 9975. Profits account for 37 per cent of the total explatin n

unenployment for the other 43 per cent, The correlation bet\een tho

independent variables was fairly low,, since neither is perfectly olx.

with general prosperity.

EDconomists are properly skeptical of any result obtained wita

only two degrees of freedom. Supporting evidences based on cross

8eseions and time-series studies of individual industries, is preseny;ed

below. But it mat be stressed that the fewness of observations re

sents historical reality. Ssiple size could be increased by studyrln

prear data, but since industrial unions did not achieve the:ir presen-

position until after World kr II, the &am mechanism would probably

not apply,

Individual Industr Time Series, it the hypothesis about, the

signifieance of the key group for indstry wage determination is Correc

timaseries analysis of wages in the individual industries should verity

the group result. Table 1 suearizes these regressions, Profits and

l. Profits prevailing or expected at the tim of bargaining are
the relevant figures, so that the periods over which profits were mraswsuid
were in general shorter than the wage period (Q to 2/3 the length of
the latter). See appendix 1, table A-I.
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Etkotein and Wilson

unemployment again prove to be significant variables. Mey group

variables give a better epnion than individual industry variables

and the regression coefficients for the group variables are similar.

Other Sriables. Several tests Indicated that produtivity and

con prices do not appear to be important independent variables in

wage determination, although consumer prices ply a major role in

periods of extreme change (190-51) and have a minor influence thwough

escalator clauses.

Cross Section An& Two sets of cross-section data were run.

The first Is -moving cross sction, in which aUl the tiasseries data

are pooled, and in which a set of dumqr variables is introduced to

seasiwe the effects of tiu3 and awtbhr set is used to masure the

effects of industries Table 2 summarizes this analysis. Profits are

the only sigeificant variable in this analysis.

Wosssection anal"ye for each wage round were also run for

profits., profits and a duq variable Indicating the degree of unioni-

sation, profits and another dui~for industrial concentration, and

all three combined.

These cross-section analyses yielded rather limted results

because most of the variation in wages is associated with changes over

tim, not with the difference among industries, and because of the

presence of spillovers. The tim series for the key group yields a

coefficient of .73 for profits, versus .21 In the pooled cross section

with time dumies. The timecwries coefficients are better estimates

of longrun paramBters because (1) in the presence of apillovers,

5
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T.ABLZ 2

Regression Aralysis of Pooled (os-Section Two-Digit bhdustries,
fve 10 BdndS

Timl Mmftstry ~ ed2
ORwtant Profitsa e lt doumes du i a

'.58 e+.46**
(.05)

.28 ,43**j-.32
(.05) (.09)

1.41 +.21* +.002 7.84*3
(.05) (.07) +3.88

+.63
+.74

1.65 +.22** +.°5 _..84* 3 4 74
(.08) (.09) +3.89**

+.72
4.75

.o91 +.58*e .19 5 .56
(.06) (.1o)

1. aluea for theri 4 the dq for peiod 5 is the cant.
2. Corrected for degrees of freedom so that the successive i2 can be

3. eie ofa for each industry, were used. None
wsstatisial Sigiiat

4. n on and un4onizatio dmmies were also tested In pace
of the indutry The coefficients (and their signfiance) for profits,

and the tme die Vwr little afftedo. C ntrat dumies
we not sognificant, but uniotion ws sigificant at the .95 levl.

5. Itn the industry dumes were Introduced ithaut the tim dimes,
one of the gteen coefficients I" s icant at the .95 level, which one
would expet by chance.

* boates statistical significance at the 95 level.
a* hdicates statistical Signfiansc at the .99 level.

i;blt}tein and MI=a
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the cross..section data ar biased toard ero becu f the pl

toard uniormity. Corrected for the bias, both coefficients are

consistet; (2) aime met of the barging priods contain both

properity and recession, some of the abort-ran cyclical effects are

averaged outo

_M The profiit-employnt
eplanatio of Wage n wm also attezted for industries outside

the ey gpoup. Regressiom u g indstry ble r Sii t at

the 95 per cent level for On3y three of the 11 industries. The degree

of spillover from the key industries Is t b i y was

and industry um t In each outside i s hich pide

statistically significant ltions for sisat of the 11 i ries,

with fouw at the .99 level, and similarly for ius Profits.

Rla This studywa indebted

to the work of Isvinson in eu~basising the iunotance of wage rounds

and he bar , and in discovering the central signIfi of profits

in hs anlysis of anmal saufacturing data, Dawn avoided the diffi-

culties of annual data by usig cyclial periods but obtained sone

pass reslts, perhaps beu his periods do not correspond to

bargaining periods, and becse of the weakee of the cros-section

approah. bfone d a significant profit.mge relationship in all

periods, but In oWLy two we labor marhet denad ig t owever,

he ud elcmat g s the labor umrket variable. lips sed

th chane in u o3aas a dditionsl el t variable; to

tost this, 1e gro _wage chans were regressed agalnst unemploymat

7
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and its chag s VW Significant at the 95 Per Ont level,

but its change Just missed sigiance. Upsey found a nonlnear

relatio hip b une t and wmaps for ftglish data; the

extent of nonliarity in the hmrioan data aypiears to be smaller,

robably due to onceptual differences in the data. Lipsy and Stoner

found no evidence in 1949-58 In the U.L for the profit-mge b2pothesis
advanced by 1Rldor, using ten industry time series; it would be interesting

to test the profit-unemplopnt b~potheis fo Britis data, using

institutional asumptions propriate to the British case.

Ther a U1ll Curve for the U.S.? Since profits and

unemployment are both i ant vriables, and are not highly inter-

correlated, oe cannot expect a curve plotting iage changes againt

only one of the e anatory variables to fit well. Arter, the wage-

round mohanism Is mised by the plotting of amual data, The findings

bere imply that there is no one critical level of unemploymnt which is

consistent with 'noninflationar wg increas. : profits are high,

a roach higher level of u o is necessary than if profits are low.

_m 3hrportIng into the analsis important institutional

characteristics of the wage determination pro collewtive bar,.

gaining in wage rounds, the exstence of a key group of related heavy

Industries standard econmic variables accomnt for the bulk of the

wage changes in tnuftcturing from 19468-. wag" in the key group

are explained by profit rates and unempl rates in the group. Mm

sai other industriess wages ar largely determined by spillover effects

of key group wages and econmic variables p ble to the indust.

8



Bkstein and Wilson 9

Going back to tbe. issues posed at the start, there Is only weak

evidence that unionisation affects the long-run level of wages. But

the economic urables enter into wage determinatio differently than

under pore demand and suppl mwc nsa. Both Product and labor market

conditios influence the outome of barg g on Wages, and both economic

and political factors play a role. Political factors enter our theory

throuq the recognitio of the key group and the wage round; they also

help determine the lag structure and the paramiters of the economic

Iequations,



H1rold M. Iovison, MT Of Pices and _t in Uri=
bdustries .bint :nMad Comit -Stuy- ytof
uII R" i.ves, St~ucy ~aper ND. 21 nuary 30 60.

As part of an evaluation of the forces underlying po r i tion

in the United States, a number of statistical analyes we carried out

relating percentage changes In straight ti hourly earn In 19

mnufacturing industries with movemets of seve other variables for

1947-58.

Mk&g!S and Related hotors. Table 1 suggests that there mas a

strong relationship betwee hourly earnings, profits and coentrati

ratios, particularly afer 1951.

Nrtia correlations werea for earnings and profits after

correctng for the effects of output changes, aid the re tion hp ld,

although it am mwlat waker. altiple regressions for the subperiods

1947-53 and 195358 were also onsistent with the prvious find s:

o asIgnificant prtial coefficients for the early periodj profits higl

signficant In the second aabperiod, with both esploent and output

of virtually no signcife (Table 2). Analysis of year-to'yar changes

by Industry revealed,, agen, consistently r correlations for

e srngsad profits, particularly profits after tames laggd by ora year,

1. Concentration rations the to output dud
the four leading firm in an industry, ar only a rough Index of the
degree of mopoly because (a) no account Is taken of co~etition from&
sibstitute products or lWiorts, and (b) on the other band, ratios for
the entire country will urste the degree of opo where the
narket (e.g., for goode with high tra rttion costs) is local or
regional.
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IavIfson

than for output or employment (Table 3). The lagged profit rela ti hp

with woges continued strong in a test for partil effects of prfits

and eployumnt (Table 4 ).

thion strength coud be tested anly by the use of 1947 data, in

the form of range estimates. MN Industries mwo ranked by earinp
inreases in each of the two subpriods, both union and 4rnion industries

we foimd in the bighest and lowest groups (Table 5). The asenoe of

d renal effect doe not, of corse, prove that undos had no

effect on wogss.

%in.Le Table 6 swaisrises collective brning sttleents
in several nufacturing Industries (or coanies gsnralrepresentative

of entire lndstries), by highand low tion, and fcr three sub.

periods. Two points stand outs (a) The general level of settleznts

ws very simlar for the great majority of intris 19i645, but

thereafter, settlet in the competitive sector wore far below the

pattern in the concentrated sector; (b) automatic wg changes, incor-

porated into log'ter agresents in the form of coet-ofUliving adjustments

and annual imoveamnt factors, becam i Ingly after 1951.

lb 1955 and 1956, alust every unionized cohxa in the comcentrated

sector signed a contract Ing for sich a a changes, following
the key bargains in the at bile d steel industries; with ovtjnt
and profits high. these wo extrewy favorable to the Iwers. The

significant point is that their effects continued to be felt through

the declining years of 1957 and 19580

frios )veimnts. A simla analysis ms carried out for price

3
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z ovem8t.P-a bpe of grtest interest in Table 9 is the lack of a

relatiohip between hanges In prics ad up to 19%1i; in l9%-551
a year of sharp recoverywit wa strong, and thereafter rather weak. The

mest consistent correlatio throughout the period wa between prios

changs and Lrfit levels. Price changes and dt chan-ge were

weakly (and neptively) correlated In six of the 11 years. A correlatioM

between price changes and - ratios appeared In several of

th years after 1951 but wv belo the five per ent significane level

in all but three. In four of the years after 1952, pricess eand

were sign~ifantly correlated at the five per cent 1lel.

A comrison of overll trends In an uring with those In

nstries grouped by degree of Iioston and concentration (ble 14)

is suggestiv although mre detailed studies wuld be required for a

firm evaluation,. bst stri g are the tends In the' primry metals

industry, one of the highly concentrated and highly umionised Industries:

the wholesale price index here rose about one third higher tha the

price Index for all fturing, direct labor costs per unt rose

nearly 20 per cent more and returns to capital 13 per cent mere than

in anl mTatuig. t outpat rose considerably less than In m^m-
facturing as a whole.

. I. ND importa relation p found. betwen

pwrentage ch s i earnings and outpt p ction vorart

or productivity. Ch the other band, a strong relationhi was indicated,

pArticularly after 1951, between earin profits and concentratio

ratios. These general relationships were suppoted by both and

ultiple cross section and tim eries analyses, and by an analyias of

4



I8svimon

vgse "atternsm.

2. o geeraL alble relationship appred between

estimtes of union nthd wgm Increases.

3. Ova of the factors underlying the uprd movement of hourly

earnings during the 1956-58 period ws the long-tem contracts originating

in the autobile d stl settlents of 1955 and 1956, and followed

by several other =Jor Usrie.

4. No mprtant relationsps w found beten changes in

price and outpot, or between price and podActiLvit per production owrlor

5. Qws hin pric ware most clearly related to profit levels

throughout most of the postr period. A strong relati ip to earnings

also developed after 1951. No consistently strong relat i appeared

ith conentration ratios.

5



Wiflila G. on, 'ntr- ty at nsi the MUnpl2o nt-Mbe
RO I P 1960.

The ys of interin&atry we beabvior pmits direct emimatIon

of two iOIene ot readily discernible In e V MOvements: industrial

conceatration and unioniation. bT the relat sip beteen wage

movements and these vwariabes, t o others -- p ftity an employment

treds -- itple, tal and lti corelati tecbhIques were used.

Mle correltIon c for 19 two-digt m uc gindustries

indicate that the four ariables do see to affect the inter-

idustry pettern of wee bedasior in the direction sggested by a priori

sepulation. In sit mb-periods of 1947-59,# vses In the main rose most

raplily in inustries, characterized by relative large increases in employment,
2

t
W

relativel, large 2rocIts;ion3AiOfatand1
re~atw3 pzofit* high det, of OCt;Sit and s t

BUImp Dorxelation OcfiinaBetween Thter-1ndutry 1Ve B~ehavior
and e Vabriabes, Within aib-Periods of l9k7-59*

SImple orreations Betwen Wqae nws and --

percetg s Averag Profit ntion Utioliation
Sab-Periods in Iet lve Iatios patios

Jan. 47-Jan. 49 .48 .21 -.06
(R)Jan. 49-oct. 50 .19 .36 -.3& -.36

Oct. 50-Dec. 53 .441 61 .51
(R) D"-53-u 55 --04 lb9 .69

Jumc 55-Ang. 57 .22 1.-8 - X7.43
4u)Aug. 57-June 59 _49 r60 .T222

Notes: i;The 10 per cet level of .igpiicance is .39, the 5 pwr cent level of
sinificance is .46; and the 1 per cnt level. of sign .58.

(R)the thre recession mb-perods.

Catocoeftcints, for all four ezpl tory variablea

taken together, for the six periods wee .8k, .55, .82, .72, .9 and .73, al

sigiiat at the 5 per cent level excpt for the second. In the three low
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uno ent perds, the coemfients ee ai at the I per emt level.

Of the four wiables, p t d the most c istent et h

with imp, a In eacb period one of the other v bles bhd a higher

correlation cOefficieut.

Parti l correlat coeoiis are In I lower, va oWLy eIgh

were s fcat the 5 per cent level. f stea Wm of the profttva

relati ip w d ed in the e periods, and unionization

sbved s tiwe correlatms. On the other end, thee

reltionimp VWs urksdly hIge In the lowvnaq met periods of 3*7-48
and :1955-57 thn In the first ta;b but diuIlUNA in 1950-53 (pslybe

all tour Wiriables ere also highy correlated In thet Period).

Partl CoatoOMci ln t t Wa or
d e Varbles, thin abPerds of 917"59*

Partl C t twee lhs Cwmges and--
Percentagsau^sAV Profit meaoatran 1n o

Sub-Periods in esJRltio B

Jan. 47-Jan. 49 .82 .68 .68 -.23
(R) Sn.39.Oct. 50 .06 .38 -.18 -.140

Oct. 50-Dec. 53 :-03 .38 .25 .56
(R) Dec. 533JW 55 -.23 .00 . 16.
Je 35- . 57 .90 .09 -.6

(R) Aug. 3Tm 59 .08 .01 A1 -.19

Notes:
tese am t -oe artal correlation ooefcients; thet is, eah partil
coreltin coefficient reptsth relatnshi beten _m and the particl
exlmtory variable under sla Ae all three otber eryvibles
are heldconstnt.
am 10 per cent level of Is .3 the 5 per cet lel of f e
is .501 an the I per omt level of odlance is .62.
(B) ithre recession s i .
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The iference in the profit-We relatshi betwen the earlier and

more recent sb-periods y be dte to the ftet that the lo-c etration, lv-

walonisation stries ere th hg profit arnes In 19?748 and to a lesser

extent up to the Xorea war period. ater, the profits and the largest

VW irease-'s ocue in the bhI-coneratIon, blhg-unionization iadustries,

so that profits did not anpear to be an in et influence on wages. The

hih negative coefficent r ion end wae in 1955-57 is iomosible

to exlan.

UnionIsat a aed have little si c reltio ip ith wage

cehanBa It sbald be noted that thase are i*te e and that gain

won by unions ight heb sedto noawion i es,, tim reising t gneral

vage level.

~ Since a highda dee of concentratiod
and unionisation occur together in ma Inastries, their ne effect ws

The difference in bet een t o etitive and market-

power sectors stas out l. ofits wr In the con-

centrated sector vhile Iq lo-aent trends were fairly siilr In both setors.

gm differn effects of ec adversity on the tvo sctors is evident

if the three recessio sub-periods amre Ined. ra the oapetitive sector, the

agide of wage a waned directly with W isand 1bynt. In

the a t-power Wtors, t strikginr reatin between

the maniud owaeicassin the thre recessions and the corresponIng

profit levels Ad ent rns.

An " _r o ssos biothesis is g by these sta:

wages in ge are lkly to rise faster when the brunt of a recesion falls



Bower

A gmrio of Five X*- entntio--ianisatlon
is~Ss with Five

LowC tatiul--ilow-VThcatiuwstas

(it) (R) (R)
Jaa.477-JdU.I9-oct5.cw.53-,me55-Aus-57-
Ja.aJ49 Ot.-5 De-53 m55 kg-5T Jme59

Aver P'raomtet I IF

In whpa In the:

Markt,-Povwr Ssetor*
~ttive ecor

Av me4 P cMua
In hplo~mast, In the:

iet-P~wr Sector
titive stor

Aveme Idel of
profits in Itjm:

kebtPswer Sector
Oetitiv Sector

9.7 3.6 6.5 3-8 5.3 4.5
T. ).i 3.9 1.1 I.6 2.2

-3.1 5.6 1.9 0.1 -0.7 -1.3
-2.0 5.2 -3.7 1.2 -2.0 1.2

1.7 13.34 12.8 2.2 .1

1T.1 10.4 7.7T .9 7.8
10.7
6.e

Notes:
n e secto* aoutUi ts ftllavlng five h-evutt --

high-uuiomissbion indstries: Ortatica I C,---1 Prry MetRls,
3tAlNh±17, eA Sbo"m, aWa*, Gass. $e mtivenet"es

the fouingr bloc-aoastistl, -- law-u t utre: Laer,
TextIes, Ustbar,Aesel lmbIer.
(it) ±Fims~ he efssna seAbperds.

4
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on maket-pover l1oustres than when It fall on the petiti ctor.

policies of fizu an nions In Int stries where the poct uket Is not highy

ompetitive my not be v h as t by a in busiess. IAgterm

cntrcts with at Vtic stents taed to occur inoh more fr et In

the maxtet-pow sector. O mbstenti&1. Vow i s In the 1958 recession,

which bad the geatest, imact on the mik-power tor, can be exlained on

this basis.

1. T sb-piods were divided Into tre recessio periods, in which -oyuent
ws above .3 per cent each umath, and thre in whh m twually
below W43 per cent. E.3 per cent us a o oint b e it just
excdd the period m w 1955 to Moist 195T, vhn mpo et as roughly
stable at around 2 pe cent,f the releion cAte-y. All six of the sub-
periodscntain rogly the - ==be of nmu ih un=3o e us inreasing
and deceaing, so that the directio of clag us held app-ox uete constant.

2. AMers of quarterly data on rate of retn on to ders, equity,
for mea b

3. Itratio us red by tbe pOrn of total iwhastry output
sUpie by th fbr lazuest firnw. It is a ruhindez of the degree of eon-

a~~~~ Oe S e o* 4-petition in t thautt t c ours It ovrok titi

lnimnatio tios -are the per cent of v*Aes In eac in& try h inI
1958 vorked In establiatIin dh a orit w rs we cov by
collective bergning Noiint-V, April 1960).

5



John T. Aulopi, "'PzdUotiity Sad the %g Struture, E, int and

interest In the lg-ran reati pbetwen pr&ait and the level

of prices uM waes b tende o obz s th Interestgreaptinshi:

the 1mact of proUctivity helges On the scr of moo and prices.

rates cou3A not be Sadusted to inreaes In oucvity in vpaticlar
time, occupations r indst and pwerve a balanced e stzcbi

total nonay tkes the fam of a ca-aMlti of a increase In

wgess, a riceant , in the sabrt nr, an in In profits. Th

conern of this wb* Is the log*er v= --rther tmas the cyclIcal

of VW rates to unm rates of oheg of poutiity _g dl t tries.

=nBather then the eztrzwe cases of (a) wagps
adjusting o fta3y to intr try Iien prauctivity or (b) a

OOIZIItewqy iofloibla Int@Wi -try iing stuue ith reltive prices alone

reflecting d U a tvt c g, a sno realste mel (c)

depicts inU&tireswXith mcYe tb avrg icessIn productivity raisngt

wags c at Me tn the a t.a he st rpid insinduatiTity

are to be IeItd In the stags In the lift hIstor of an ind r wnoutut

is e~an~ing rapidly: hene eter Ith v ws occur not olY.

because i~stires ar able to p hi r ae but b sh*wages will

be ncesary to ttractaan vodig * ibr to the industry. Tbe soxual

inrtSia of =&kersat be ov their reluctnae t bribit seniority

rights SM other ibotors S- a firm or industry seeking to

rapidly wet expect to a a maim rate. les than arg Vwa a In

t contractig inutrie tend si arly to fmcilitae nove at oft nt



In those fields.

Prices ser the m ftiom: above r stm to accel-

orate the relative or ab tota; of u3 it In i triee wher

prouctiwSt In lurauing less d then the Ve a the converse o

holds.>i MMt ty ireases, the WiU Of

prices to fh1l as ftr as they aSgt, tends to retrict the Mso of emomt

it Comm ot le"rDelatvel avrs effets on e l t co-

stiftte the short-nm eftcts of f novmnt tovsr the 2anew-nm eaiii

position in wifch the avezs. Wm leve Is adjuted to on increse in verage

StA&stAK m Ribdsnoe. *me is cMNsier1 l vi ne ht productivity

incresed nost the industries In which, and in period n p t

am oqutpt epnd ost. b t slepts My with a oMnP

ofS"yonger"instriesepandigri int o tand productivity.

U a ao --et and outpat inca Veryaovl

or aetialy declinej prdutivity ry slaly costs and

prices i eote, or at least reUtive to the first gup.

lift history o 1 V.".. i Wsr co s n a nt f*on

the first to the soond pua. AtA onstome, iutr ar itrilbuted

thrc*aat the rle of ths t-out A.-roUvity pattern.

Rwe sg rate evmsat #mon inustie related to the pattern

of ckangeDo wag rates the most where and idmn pdtivity in-

Creasesost id e lwnteeat cam t above rIires some

positive correlatio betwee increases In % rates andp.

1. 8*3=wn Pbbricet- htioMl Thare
of Dooic hsewch,
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Professor A. I. mien believes tJat the e rsUlA ad does work thi w.

Bet ftbrieant fn vIru c4 nk Co a (-.05) b e

Unit labor e-irmnts and p per wOkars. bpsw per worker ae affeted

by, rates of chep In the enith of tim wokInaday; the orrelation me

slitly r (.22) mben tie data vee used to cg V6roetvity and

Vag W.L bb try.

More -'mble data fbr a shorter peri sow a uth brak correlation

between productivity cases and im4ps. Srea of t ti t for

33 EambctUaring si n 192340 yielAdd the Cnk correlatio of A7

for IncOreases In ouatpat Ver ma -orand iressIn avra hwxly earvnine.

Whn the series ws veited by relatiSve Mout of eq.3o mntthe ank

correlation rose to .60. r a of tw relatively nsidgiflont instries

(ic exam ad hn tobacc) ra ed_e4 e r aorrelatio to .65

end, ibw weIItbdby .3 Int, to 72.

se igrea si*ificnt relatiosi. hf the pAtter In

cot =Igq and th cretion is cot 1bunt als takes the

form of price de.; m m eet a hhr orlt bwen ns

In pRoctvity and prices. rare other Attors are --o-tent in isg4
deteraSM : ptea set by a mia or an p r opeatg in several

inste lam l r maet petIeresI power of union;

methods of mW pqmnts (picewo ed ratesmLC the earlier

ca;'tare of pro tvit n); the patiular alteof metitin in

produt bets. n a highl oW , tiiy pnmyaW l

W into ric t

Am No UOdel of a snt i es sti re a ct

the twcts of isp anshi eeo Vwith c etive oal. If



Dantlop

leadershipi setting the t is held by unions and fims in the e dg

sector, vhere icrases In oeh the rosftof g ince-asIs

vill no doubt be larpr then if the pace is set In se

Who as be in parUlar by virtum of

the "politilo postion of union 10aders within the labor ;owt, by the acidents

of uvericks sad a Il potab finw sad by the e im of

contrct eXiations. If this eshlp to concIde ith tries In

which Uvity ha been Incres the we levl my be aeped
to ris more than In other cirometones.

The~i s of It~rnutrIm 8bz n fe gmralatin rersented
by case (c) Is a useful starting point for a the of the d c of inter'

in t e s, as b 7 ind ats. An array of the ret c Ianges

in average hourly 1923-40 for .33 tuIrIng in trie (plUs
coal end ), it shows clerLv that the bigest ea

increases occurred in industries with productivity and t i e
above the averae (with the minor exception of ce tobcco) and the lowest

ncreases Ve r associated with industrieg with productivity and output
increases below the avra.i;I7 a iit"te at Vm difftrential ae
not relatil Constant_Ovr tm. Ti r of ition, a as e of 3.7
per ent in boots sdes to anincrease of pWr cent in chdicals, constates
a suWisi t of pl1iabilty in the ndsy stWu re he

dispersi inTbI 7 a that a theory of the terIa s m

stAwhure aat Incbl other beside chaps in protivity and output
or eMpomn. In e~itios, thr other em ors ob t the Sin
Outis and fior inteizndustr wee relaftinhp: the prootion of

labor costs to total costs; mpetit



rAulop5

DZ 7

Permente mmcreaa in Awirge 3Nur3y Nauinsq 192..o

In~~~~istry ~~~~percente misreae In Averag

Chewing&kigtobacco and smff 69.2

Rayon j6.I

Rubber ties .6
lass 12.T
Ci"ttes 10.0
Paints and vanishes 37.2
motor vehicles 36.5
Pulp 35.8

cumer 32.6
Knit 29.5

anngd sre" ng2i.n
SlanghteriAganmt pactng 26.8
Leather 25.8
Oineut 25.7
Nrvspe~per & periodical rinting & abisbing 25.3
Stem railroads (cl.s r) "22.i
PWr 22.2
a1en, aid ownted Soods 22.0
erbUiers 20.9

Bread, baker products 19.6
Cig-rs 17.0
Flo7r, grin il oct15.8
Priary eltes, ref e .5.

tou Sds (ot p s ) 13.0
Mbr r u 10.T

Clay p s mc y reastories 6.1
Bmn coal u.S
0tton gxod (NW iagland) 3.3
Fbnltare 3.1
¢ecram -1.1
uwka esh3oe

5
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aklll mositic of the i ry's ork roe.

"a til w s to gve so istiaetiO plaoe to unio*.

On discussioM of vqp ^hlp iateA that labor or lt on a bave a

deisive inf3 oA wg li. te feivei above establis

the m lies, stitethe owith . ldh pert~is to

collective harin mASt r&.. Te tan to set practiable limitsto

barins;bua1 t tbh are not the ps st . Un alU the factors innntil

at the bargining t e are takn Into acocunt, the fil ip barin diverge,

eve ovr long periods, m that indited by the frmwort above. Mile op OS-

my ditfr, the author is of the t in most cases the nes will

not be vy large.



e 1artFicry; o'A :3£ v, -yit,

,TfiO poast' ons of D2uniAiop a0r y !anncit W9e

F;' ade- Onion W I94zA- t'. v1)_ be exoi<- jt.1 .

i"o nropoislng a brcader model, Dun=ia coQaediiad that productiv ty--'s

the r portion of the obserred arWIion in the interindustry v

ftrv2¢tre .ard Ross stressed thb iriuei-eeoC un~on organivrtior.

Productlytty andl J nlent-, Du^'n.op mentioned tro hninn'e )

tbroum4 which cbanges In productivity af''ect, average hourly earnl

tece.. work ystemw of0 payment, and trhe Sact that inutesiDtrn

produ<,4 v.Styt is rising are also e*,ndftg riustries vhich mus,- o2)

g to
F;e;oattract additiona'A vo.r-ers To support Ude J

t2aurt .~t a sEc titin i faet,Uri I a .iteed Thr,

~bnr!-~ant's date do not shov a c-onsistent relatirnship betueen , '

and tae xreciprocal of outpurt peD mahour; the rank corre.ation ooe!;>',

¢un s ,X} 3i>R for the ieole period. Bueau of Labor StatiaticB lfta '

l9L9;AO yield a correlation coeificient, of only 3-8 for pr ct¾' y 0

y.mento

Dunlop foud a fairly defitnite relationship between chaages iu

pcNuctvity and changes in earnings: a rank correlation of ,47" for

33 Jndxustriea. .65 for 31 irdustriec. But the suggted link bet'w~r

proucotivIty and employnt changes. Is not supported by the e.iee

Unionism. Ross's methodology m open to criticism The

or~onshsl between nionism and ernings was illustrated by the -?'1'O-

o' an arage, weighted by elloyment,, of the pereentacg.

X&-i-~ra for each unionization group (each group representing ;
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degrees ot o iatio). Unweited averae vouA be r a iae

and voulA In f1ct give =mo less decisive results. SiUle c ari of

grow sera obscwred the fact that diosersion gr ir thin

classes than Simm the grow~amvrgs

fIe )Ael. A cecoa lets ill be tte d he. Wa

ino n are as pip on de" ent_in alu ;eern

to the firm. enr l d loP - a deliu in uit costs

resultingfrom ires tp per _acu-- sden avantage

and the cacter of the e1 to fte fM ( ct d labor

Xumrbe~ dtemin s the diviston of the pins. Sue Imp-ifuenaing

variables, thefr prci fm tion d i br the availability of

data, are threrr: dl etial a in outu wr our

d yee of 00ncentratin of prodution (Naio s '

eatitmtes fbr 1935) and the extet of cOrag of oll2ective bargaining

agreements (318 dataftr 1941 In the of four broad rnes).I

sld be noted that the three vr a ae not entirely indepenlent

of each other.

Statistical Uvidence. EN Indes of ave hourly earing

A outp row ar a ble ftbr 3 ilu grop for l3...

Wage mm bs are i ad perc te a process criticised

by Ross; but his contention that a bias is b t Into such data seams to

depend on a narrowig ofperentage dif ati over tim. Indications

are that ditftewtia1s vidazd slightly bete 1923 an 2940: acding

to National. I Ia ( aeae Board data for 25 ndstries, the ratio

between the higest and the lowest i strie In term of absolute

earn ) ros f 1 per cent to 191 per cent.

2.
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2w rank oation coefficient for the relationship bet

Chu*e in "on an a In output Pe m-u is .60. With the

ellimizton of the silk snd rqon In, ich output Per h

i cresd e out Of torti the i In earning, the

coefficient rise to .71. This dagp of retIMASh szgarts the

hypothesis tb outivi i as a sb:Le of

2berak obw the relati I between

the depr.e of caon eM dIuII In earnings is .67.

The relationshipabeteen unonie and earn could not be

tested by lation of the raw Dividig the

inustries ilnto the faw is it Is ap;aeut thb as

vith Ross' data the variatin within p'oqw Is awe prozwuncsd than

the vriatio ong threou ps. e vey loose relationsip

.Sht be the result of the fact that unlanbaatio entered the picture

so 1t In the tI perlod.

!Mrena There va a sigificnt reao p betena o -

trLtiLon and amIcmisaUt ("a" test). In the lagr study om uch this

article ms dram, the "2: test vs d to the Aip-oonezation

relatio p the pautivity-earnings relati hp ad i both cases

the results seemd =mlihly to be due to dcanco.

BOth outPt pr nannhur and ccentilon se_ to be better

e~pl.azaOntions" of the wag behavIo1of ti period than the dege of

-ion~~~~.

altple Corelation. If the simle rank orrelatio of .60 aid

.67 for productivIt ad con Ination with ins respetively ame

3-
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used to arrive at a tage correl~atio m0fi , a va of .856

results. (go rank beeftib w tivity an oeti

ms .28.

mm the tv IAiiadnzvi aMd it ar _t

hi$y tmawe e. thethervab w. adt

aaconftrutsts. In .S*t ifustaies *er U ie In Ai _

amsiAeIeb12 3ofn tbon the iease In atput pe ( Eo

In -ew at tre In rak), both aamutl " undioiatia VW"

low. in 11 Iitriea *ich WA a rank In eAraiede

thn te nk Inreadu tVW i, In fow,

OontesttIm us In m, aM I I m e ver

sub over 25 pe cnt) In fan

Ocacliwion. lbe of prcctvi, tain, aM

ldMioatio a e orf ex1aibhe aor portion of iffr Mal

weiMNs In a aaris s O Mb adds to

tue efssof 1t wifl In em ames Ade inet

-b t



Arthurn . Dos asod ii "olr rces Atflettzz the Inteis -Utr
%Wm t e Jourui of W#,, 1950.

fte data use beaz arezw- sta'eottiu. h 1 ernl

nfImAnisstion for 1933, 1938, 1942. and 19.6

in IC turnde seven fatiwin lute (Table 1). The

basis for Incl-sion wes siqly the dibilty of is aby Is

c~let., eM ooramble dasta.

per naa e Asol InOz'eea. 0x'ieonea of relativewge

movemzts are almost iiersally eas In texr of percente I as.

in p-----A. t, dIferentIsereso 888e 2my thz-ou out

1933.46. Ps we mre In 393.38 than In later inter.

vals, xb'alza t ams not1that the ntet' t Vep at

tigtene p most vlgoroue37 in periods of flAl amt nfaUion.

Sovever, In ab terno s far3y wam among

lodustries.- av rr 50 12I st from 19331 we

60 cents an hor: 35 loUstris showed devIatoms of less than 10 cents;

an n1lr, fro 10415 cez*s. In thos yees, Inflnee celg

economW as a vble iner LstOMginr then those afftcbtr lndividtl Iodus-

tries dlffrcemntiaU7l.

Sinse ntage COMar6solo a --vr nfunoed, by the nal

lv o earnis absolute I e s gs vw be used.

Bee of San. Nv Ilmisa s to ve bean a source

1. asd ta of In the lodustry covere

by uon with fbr "a_,s: ss thn r cent, 0.-

60 per cent, 604&0 per cent aM 80-100 per oeut.

.



bOss aMd Goldner

of irelative we advantage In 1933-46,, but oos*.i1.nuin unionms maVW t.

ale IV show that, the sIn i mised at least b e cet

in 1933 behied all othe groups, lncltizW the i shich

va still _aurpnias in 16 In absolut i in hourl e

Among the ra i -4n10datriesp these sibab were sore hh. ieie

in eac _ u yew (1938, l0e, 1946), awe red to bave nde hioer
galis after 193 than the industries z~aining 410I'sbtanially unran d.

bisim t 99anms -ploc-uent ha a beenacln bated _ith

d_8t&reNN In the somt of earnins. Pr 193-.6j, the 1avest fcrth

of indu WIth respect toc (the dumn 'me a

decline in e ant In most of thes had an avera i

of 55.1 ets nI earnis; the Seco rtr 57.5 cent; the

third, 59.1; and the h wt, 64.o cents (Table 6).

e the i st ich sutained US reatest- groth in av1op-
ment al the izuastZIes with t v unons? On taerage, tiW wre,

althofghfe m MM e os 1IwtherSe, the appaet trend In

the averg is the result of tD mbidih had vmy lar

increases in e apMt during the varsad ale be uozed: air-

craft A upbuildin.* Deose it Is fficut to eals a d tive state-

uisst on the InEdePendent Intl ecsOctnoizto and the growth of

Oeqplnt on vags.

Other lntlimce. It would ban been deirble- to the

relaionsip btime proUctiitIIr MAnd pge u~mvemti, but the statistics

are too Spotty.

mm pr otion of labor costs to total costs is often mtoned

as a significant fhaetor n Interindustry wa differentials. Tbl U,

2.



Ros and Goldr

s wg a cost as a pewozree of valu In 1939 aen ncsasas

n .twa~t-tih2y 0asfe 1 34e6, Sor 168 Iusarie, Ii-

cates that telaor cost Iqp3 os,*ich mm Tfarly stable frm ea

to 70. d,40wt semi to be asiat-ad In ar VW with about noae

in eaI. o ae tb assoiatSk wvith t imam or with

asolue levels of eun

Protsor Thalop _e_ that "the mr -oqietitive te

lsta for the output a the ifMcult fbr w s

to thethgs of I- andcthe"("Pzoduttp eM the

VWage 8tiwb e. ) flb pOD Oe~n astbe DAtspecs3*~ the

311 rdnastes Mmd; the lr In 1933-6 (66 cet or

=M a) Vmre heavy i2ustales, it an o*2igo NUsID ttbta ws

Nowmvwr, 10 of these became miolsed betwen 1933 aMd i266 aMd elAt

out of 1 am also Sn te, %Wr two q two n tern of

lw 12 i the mest cas (s"

55 mts) lght tes, with a onr Sn fbod aM

teatils;prouct ftitiaa VWe ce3rpat a heam wamr, the

i~ustries In thi eoa hida Iwo Mt osidw Sn 1933 w larey

MO dr

( 60 per cet), ad we also In the tw lowier rters

for g .

1.Irteriistr VN movewshave been Aruifm than Is

genarally realsed, Sn term or as e st

Influsnoes eeoe to h orat trouth eoo rt the

affrIing lOsts diffreenanyo.

3.



tose and Goldner

2. Augthe Industries iddeh WT@ m Jsaz~a13ly vIF' wdS in

taw deLsm Of awm SaiUatm. abwvs those iehioh VW* sr fpirs4ds

In 193 1afibehiM all ot' poies.of_Z Owdt- _xZ tosd o we or

3. In ralsIt reas 2 i ln thse Iza-

twins IhVI-I the lwr vIn nt

4. Xsse e 1.www in bomy Inu iwth an o<4eool.otic

m et stw tm

5. me" twhre Inn"Mwmie Ver 1,SAve In 4s the

s grow of Ind i hbe IsIadibep.

Otw ovn belef Is thyt *miosistm La a s of vs MUtep, *ich

mos t eadm nye fA a elrmutl oLve, tacs.

In com itlone iizb have ment3o pwevIWIAb& in the hidtod States, w-aloni.

saton ba tbe b a o but nct a sufficient udjitlomit

lswpr-tm-ewe Xmise In e *.

4.



Fzederc Ny=S an flser L. DOWDby, 't" 1tetsw tuaw Mn
Profbtvity, t is October 1953.

Thedmss of Dmxnp and Gerbexiw an the reat -A b

pro*ctiviiV d the er stry W atrtctw Is tested

stIstioal2y bore by en ton of _t sore recent then tse for

192340 bich tmw usd. Of the 35 as for which data oan TWIrge

bour3y eaznland Vkysios1 oatrt per VAir aveibe for 19e3-40,
16 ibe m b d to 19IT (for & th , the

data covered 19e5-47), ed 11 coMd be arrled to 1950.

2he sawe mm mU. Mm 17 iustre bad ene e

of oWn 2.8 millio in Auest 191. pern ge ra r

tha ebso-Ate oQage bad to be used for te output data, where the uits

vere nt _m eu, the bad to be aplied to, eunjin as wel, t

cent per hm3 m"ui4 ave bee e b. Bot kn3*p ad aibarir

uitted inustres vbiCh they sL, but no Ission asde

here; ifthe e ties oarRedIta e -to atfeot re lt

substntiUy, ten the i l not be de .

_ _.l'lem ThMm * oorre0 an oe icet betwen

oagenotptper nhzr eand cns In urlpy for the 16

industries ftr which data o giblabte fbr the entire period 1923-17

we on3ly .17.

It w then thsi ed tht the I

begining in 1933 uiftt ave rd ng reatioship, end

rat efitd for the large sle of 35 idmstries

for 1923-33, as well as for the smw 16-i try Sam . %be reslts



4yr , Bowlby

Ves" oeffielst of .20 and .09 respectively, indicatng the possiblty

of a s r eatlas i the rthn over the entire

period. ~ I Iatwo for the two smple with differt brmaki points

in tse post1933 yews gave no blut of a positive reatimm.

relatv3y hS* etiwe oefio f 19T7-50 is based on da4t ftr oWLY

11 IndustrIes a Is Vwbably forbitous.

fte period 1923-33 w te i il ie te, with the

Interes resul thtt, for bot sp coefents of rank correlation

fbr the period 1.923.99 and the _1res perid 199-33 were

hImer the tb the entire span. Thq the Mt etonship seed

to beys been a Pet a cylicas]as well as a s ar ons.

ancfm:
au~s In OWatA per r

Usla2td to In Umr3.y hwning

35 I 8Afstries 17 Maftrie

1923-47 n.a.

Befre 1933
1923-33 .40 *29
1923-29 .T*
1929-33 A5

After 1933
1933-47 .08
193340 -.02 .09
1933-37 4.8 -.20
1937-41 u--.
1-9147 n.a. -.o06
}947T-SO n.a. .-31**

* 16 Indstries
** Sitres

2
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_ncl- ws. b3'Iothegsi of Dnlop and Gabarino us not found

to be capable of etension to a M period latAe tban the oe tddch they

as the latter thaht lkr. It alo are d that v4atever

relationship existed vs stroer acelica f 1923-29 and 1929-33

then over the enir period 19340. After 1933, ns In inter-

industyi re atioshie seemed unrlated t eaiednsi

output per rn r.

Bumle _la.nid that the pro^xcti,1tv able was not cycicly

i Sant; be amd i eial recionsin depresi in ter

of differentil pmessr on prices ui

Ch. 7). DAt V*y *oUl not di l!orental In pouctivit in depession

vdeM an ltemti outlet for the i presares g rt by

prices,, sice In a reoerWy Pmit di nal mW inreass?

n eidene for the period before 1933 indicates that m such process

occuzmd. Over lofge periods the asgand ctivity

ecanges wu obcured. The c in the institutinalm settng after 1933 --

the rwth of inionium, g emt i ntion in vsg setting -- clearly

introduced nants of interI2&astry geh e otber than anges

in prdciiy

3



RiFgad Perla, "Valt and the 1teriDustry WW, bt epte"

omtlai beten physical peoductivity and relative wee

mvemntS Intmsbies ha been of Ineest because of its sif

cce as anA dex of the strenthofee £fbos 1n imp d na-

tion. m this opri is in fact a por of the Ipact
of eeoozbmicftces.

m!EW.AsIca lrdwtivi Oopsons. statistical a"Aies have

had confsin results. Dunlops 33 _nItqe Plus coal

and raliosf, flr I23W0 yielded a rko tion of .19 fbra

hourly earnIu and o per lbasr.bI c tEd a rank

correlation of .60 frr 34 cu istri for 192340. wers
and Bovlbys, In an "is of 36 industzies for the period 19"3.47,
roud a rank oelatlon of only .17. aq stsed the di

betme the rr and swt run, I the clical perids

(1923.29 an 1.999.33) showmd hihr orlain then the enire period

1993-167.

SW erratic nature of the aorreations re~flected the iprac

of the temia yeaw of the 19ari--am, as the ftlvigtble Indicates:

Dank Onrl Bio etween FrastegM OagsIn.
Merep Dourly ladigsad Ouatput9 r i*K

tbr i6 Iutre,1923 to 1907
Yes" R~~~~~~~ank(brrelation

192 : 19110 .29
1923 :191 ..26
1923:19112 .130
192 : 191i3 .02
1923 : 1041 .30
192e3 : 195.20
1923 1916 .26
193 : 197 .17



Perlmn

In FabrioantI stuiY of 38 a for 199-37,s *er the rank

correlatio coefficient beteet we and p tivity am ouly .22,.

wags roe 2iy than o ivity in but e1wt iutries.

Now could this occur, If oucity me the priim caue of VWe adust-

umnte? It ws that for the iusties there w a rank

correlation of .8T bet We oost pe mit of output and wovs

per unit of output.

S Paoeocftries. a in Vs& rt are rnot related to

productivity walees price c a are z a or conributoory. If pou

prices rIse, the wags tend to ris depite little iacrease in produc-

tivity. if tiy are by price deceases,

m~ = not rise. the i -banco of prices, and the crucal iirac

of the yer in oarsos aIre show t studiesof san

factiW as a whole: Spu o el foud that p tivit i

greater than ine 1919 to 1938, wM Clark Kerr foud that

the ai0s In both wr eqgs frm 1919 to 1915; but price war lower in

1938 than In 1919, md about double the 1919 levl in 19I5.

! Prics cn be incud If

wage are with valus uctivlty, rather than fteca1 produC-

tivity: P x 0 ge rank correlation v111 not be afftcted mbether

pructiity gLim1 p into price deelines or vg rises; and the eftcts

of econcmic forces wll be viil mben the Antivating force for woge

chans c fo prices.

ftNcen-toge ens a in males per ushbour (a

ueasur of value pu ivity if price and psal produtivity data

are lackg) for 20 t dgt i rie in 1939, 1947, and

2.
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1953 are shown in 'Table III, The folloving rank correlations were c uted:

Rank Correlations Between Value Productivity,
Pbysical Productivity and Hourly Earnings

in 20 Manufactauxrg Industries

Values c ad 1939-47 l4753

Sales per mahour with
awrage hourly eamings .68 .58

Output per With
average urly earning .19 .65

Output per mour with
sales p m70ur 06 .70

The correlation between sales and earnngs Is high. It is also apparent

that the high correlation beten physical productivity and earnings for

1947-53 is e laired by -the high correlation between output per ombnour

and sales for that period.

e An Interesting aspect of Table III

is the narrow range of wage increases,-frm 30 to 48 per cent with tbe

single exception of apparel (18 per cent). Forces affecting wages in

general otweihed factors acting on individual industries.

'oettn tors Even a close correlation between value produc-

ttivity and w s is not a perfect indicator of the influence of economic

iorc8e on mwes. (1) Value productivity refleca an Industry'a abilitty

to Mr, but not if an increase in mine productivity is acc Jpanied by an

icrease- in capital or material costs. (2) The propo'tion of labor costs

to total eoats is also an important economic factor in wage determination-

(.3) Me cost of living is important in tm wkys. Insofar as general

price rises create upward pressure on wages, the rank correlations between

vtli.e p:;odue^tiviy and titerindustry we changes will. be reduced, since

tVcc Wte :L8awages will apply to all Industries. Also the cost of living,



;L'i:''.hle12

in a period of rapid rise,, ha an important influence on the formulation

of wage ads by uions- (4) Tihe data available are verage quantities,

but the determination of aerage hourly eamings has g l implications,

at least in competitive industries.

Ooclusions. The convntioal measure of the ipat of economic

forces oa wge deterxiation, the rank correlation between physicl

productivity and Was, has at least two major drawbacks: productivity

increases may lead falling prices rather that rising 8wg; and demand

factors working throush price chages may raise wages witout car le

produetivity chage. Both of these disturbing factors are elimnted

by te employmnt OC value productivity rather than physical productivity.

?be high rank correlaton betwen value productivity and wage

difTerences indutries makes a good cwe for the importane of

cooc etm ts of wgS But n liht is throw on coues, a

these findin do not precla an JiVortant or n d nt role for

j.ounism.



Joh-n E. Ikhe., "ni~omi Nonumion Wage DIff renOAs, Ainrican Eooi
S June, 1956.

Irvestiextions of the inflen of IMI on vags hae had mrzW

coltatctwy results, sa of thi attributable to dimrencs in tim

or elusties coverd. Butt aill eWUlqyed a hg urliable e

of Was (hourly earniPg) and zid In ition so mor im trolled

veriables that it il doubtful If w difIMntWals could be attributed to

ihu. In this study, a eampe of U1,000 umioa aA non no rs

in 232 plants, as selected from a uirse of senn IdustrIes vith ovr

200,000 sployms on the basis of 0-,

pl c are% and plats of the a WiS. Pts vere s and not

esr s exld-ig incnftive axr frcm te soqspl*, but si uMio_

nonuin a ton wes not appert hr, nb resultd. Ca ws

tahen to eliminate brential sex OOroItIon- of the

union and nonnon vork forces; wre both sexes ware In an

ocupation t w anre trested as a XPIrate gros

Withi each us and localiv ion and nonunion Of

oqR le sisw seltd Within each plant, a sIl ariAtbUtic

avezgse was taen of the vat rate paid to tim In each occupa-

tion. It wa tus hoped to el Andtnett4e effect on wag di fential

of premlii ]pqinnts, laps~i inlunae,,Pvariations In plant. sid

and of rk force., hibh bad enteed into and the

results of pRvI s Staes

(1) In all seven n s of 41i rat arisons, 233 aboaed

a positive union diffurential, a nfcant irf intaes. However,



Maher

for ea u sepatWLy, at a I per cet lemel of s fcan"e,

the mber of itWv d cantionly m,

faiitune, at close to the si ic el In twear in funrt-

ton the e with UMi r; in fooer, with nMMIn

(2) stig the differential* x nsrt1 , at a 1 per

cent level at l iD te f t t t

di e al cf 7.57 cn iv of mim wg rates i c

hige than bcmidon rates.

(3) 2b --am the i thatt ozs migt be moe effec-

tive i hI a ocere te in greater seclalzation

mad inelastcity of d aorrelation b e te Iavels and

differentials by Muutr e CON~uted. NoSes sign~ifcant sIep

In the ve pars i sth, er e correlation w te

(pe-haps iiatgd tha the utions e t imelv am* In bdaalf

Of thae lor paid wohes).

Qb) Audher relationship thattmihtd kxt v the infloene of unionim

is tbat between the sire of differenti and the degree of u ation

in tAe city T; as inisation . s etitin in both prod

md facto makets m onon plants deaes, thus p pmitting

unions to drive a better bgain. None of the oeilents wsMae ifi-

cat at the 5 Per cat lvl.

(5) A fl kqpot we that the sie o dife tal we

lated to the se of plant: it migh be argued tbat large and =ml

nmien firm will Wq the eom tito the em kiV of

laor, *ile unio f1ims w bea Ued to pq higher rates in larger

2.
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estabUlinints. Ono the iminmunio difftreutal would be Largr in

lsof the v s of" (In tw i r

three of four oxrelation Coefficlents me Ifioant at a 5 p cent

levl; in fotar, the oem e .t676 Va i between levels

of 1 and 2 pe .

Tid -of a_!ge Chm s. m f ing that d oiffere exsted.

between imion sad nomlon rates in flw lzidhatries, that ther is a

poitIve tmion a Xi in cm snd a' ete al in the

las1"t thef J.las,i~ot hereceived theor that there are no sigaiflcazt &iironce

In periods of e libu r, in pods of &iseqilibria of

rVIA W d= ve, min-mion di aential w develop. It At

be e apected tat i7ia rates wi lledj, but antiaction bxy nonmion

finms oen=t be ruled oat. In an Inflatice p don rates on

adjust mo sloidy than nouion

E1ufmtla of the p dbronol ii the sve tries for

1950, before the imat of the Koree wara, 'te t

all the sitaaIons occurred. r the eaomq as a whole, the first

seven or ei~t uonths of 1950 wer stable: the iutries in our saple
which showed no s fiant diffewentiel vue In that stable

period. The un is with siifiant difftrentials Aftoin

unon ke,maVW in October, when all impswere going up

under the inpwt of the ren Vm. ft footw isa

in b in the middle of a coninou rise in earnis -which ben

In July and ended for thm in November; the reason for the better g

Of n on "JWoersWI ta most uno I-in s ere cn to the

mth of Otober. Ufie in the et firm In the try

3.
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m-gotlated &u increase three or fou Cents hioier than the earlier nonunion

rises, the onion firms generally responded with a second increase.

Conclusion. For the industries and occupations studied, there dere

no signifieant differentls betwen the rates of vorkers in amion and

nonagion plants. In the tvo instances iere slignificat differ ntials

appeared,. tMey were found to be attributable to lags In the we wyents

of one group behind the other.



John I. Maim, ¶'Il hg Pattern in the nted States, l9lk6-57T"
IInto and abr e wt evIev, October, 1961.

T enstence of ttn ngas been recognised.

Me aIm here Is to define a ia It over en xtened period.

Mon tPartient. ise i s e s been in

pattern bargaining: steel, autombiles, abuIn, fam mahinery, electric

equi t, rubber coer, a , petolm refning, g and ship-

buldinA. nter prmn nti s coal minn, doen not to

the teIrn b it bas lad ih lagr i creas, the only

e t r which see to be Jobn L. .

Th intreaiUon of these key baramur is based on: the

input-otpdt sems: s6nilate"AVial3 m sc

(Prodcers' or ddegree of c e );

geomgracal cnenttio, with ao a kts b lborj cocttion

of the in a ftw, lrg ions, seeal of whch lae be engaged

in lostaing r ries h ts Auto 1ni ;

Steelw rker sad MIne, mi en belter lrkrs in caypr, etc.)

tie o ecomic rces qlo g o

these ilnlstries -proutivity, product prices, icity

of dina fbr omlutp, mabstitstAblity ofractr -- might lavs been

expected to yel varying nes In negotiated Wge. ,sead On

frator seiwe to inte: e ns in imags of worers In "meomable"
employet.

t.g., In 1i6, of 19 bey ins In the idstrIes listed

above, .6 settl ts g-ant imge inrae of 18.19 et rVW ur;
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in 1957, 15 of the total 19 included wage increases of 12.15 cents

per hour (Table 3).

The wide diffusion of the key pattern in agreementsthroughout the

econoVy can also be traced, through the Bureau of Labor Satistics Carrent

D lo (Table 4),) Since there is little evidence that sig'

nificant wage differences exist betwomen the rates of comparable union

and nomnion woriers, the pattern probably also spills over into tion-

uniionized sectors.

Oonclusione. 1 Pbr the postwar period, a "demonstration"

effect would have to be included in ary explanation of wage nrements.

2; The fact that there are "entral bargainers" in the econon-

mey require that the wage, in any model of the economy., be given as an

exogenous variable. It is uncertain, however, whether the movewnt of

the wage level is different under collective bargaining than it would

bo in its absence.

3. It is unlikely that the diverse circumstances of industry

-wuld, in the absence of pattern bargaining, have yielded the results

observed.

4. 1Mether or not the average wage level would have risen by

the same amunt from 1946 to 1957 without bargaining, it can be asserted

that the &S~rion of increases kas mrkedly decreased as a result of

bargaining.

TThe uniformity of chnges in wage rates suggents that an

imex Yight be built from negotiated zagnitudes rather than from earnings

datwa e which are a catchall for changes in the structure of wages as well

a focXr changes in wage levels.



)ibher 30

6. The pmaotd of ngotiating flat acrosw4hsbourd wA.

irseaese8bas de skiled labor Relatively osmp, *ad amy ave con.

tributed to structural une nt g the unkilled.



Bo1bert Ommo "nst of Szom Ca Wa L s an noor DstribUtions,"
~~~nw at VwwM1 a Pt 1*959*

2he authow talon lam With the bulk of professoal aacMIc

opinion that Imi bo nav llttu or no Intl A animpwg levels and income

distribution.

1. Un stLies of DI.4.,-lp Aaei Boss, and IAVInso

uere too eir3 to imlod, the MIalqpwt of post-Vorld War 17 bagamInIng

(not umtil 1.91. 414 imiom bagl Irin eas idutriesz* begin).
9. YMaSi of distribaUtve share has been uwnstisftiotory becam.se

unioists awe onu4 osnqrter" of the total 6D mi~lloau 1es IInSOC a

r~wV&1 of oorMPOrate officers took oane of am2. a MO" part of the non-

=unioiss I ~rsom, dmhae izncon does no ahloy for cibnus In the

zabrof coqemmvrg ia ere1a aVoids ths ifiul

3. Inerdutay c awos hm Alsgo felled to islt nonism

frm l the other masems of upm ane bonutm us yak In 'abrims' a

seleeted period (292-la). And Umber'sa study of walion and no~mmon ratets

in the Sam oa0 a Msd1 not el4idnate unioisma as the Iniilcueo

rises ubida vure then follotud by ommiosa ffrea In the sem area.

Period MM It is osble to fM1d a

pretdevice, this atbedp imsed by flees avoids most of the pIthils.
Wags gins in two ca-misab3e peiods CM udon aMd the other mUmmIon.,
arerlae to PMr Ceplta Inr pins In each period. (In Doees' steel.

stidy, the periods re*,# houvewr, too difretftr effective mse: the

bulk of the secomi period, 1939.J8B, 'us abaractferise-d by rigid up aMd

price controls; nor, 1n the first period 1914.40, vue 1918 aMd 1919

nomion yeas uot ) te perod ued her ae the roero om
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aftta both vr14 vas, lM-29 snd 197l57.

I e iphs~sI ftha the preaflyinraepoo-MM ietC1or-

tio of IaIGO wir In the pt-wor wa erio, 67 rnt of all

paciuctim Xr~ain 1956 ooAMe w On3 U Per t 199, bas

sbta alal lter- d WV sM ha gien thbe mg ewr in

mniafctirwin a ptrsa of the tonl Imom tha be aeeived

In the l9M's .

C Average arniAs Int eal dars of po¢duc.w

tion is 1 difently In t p s:

l3-29: fom $.8Qto .89, an aul raft incress
(ocuwuded of .37 per cent

194-57: om.51 to 2.00, anaa rate of 2.80

MEmmhow m iwg is h 1923429, it

euLd be n&tsd., than in 19&7-53: 1.6 per cent per ya, c ae wfit

3.45 per cen.

ikat us the VeadeAitlIn production s I-orrs Icm? if

so w per caPitaes is takm as 100 in eac

perio, gms for ale1oesiisIte-coua UMPAR an produc-

tion i-ahers ar as ftllow:

}_irc t arPsosm of ain In AWerage Ans InCoa

Nommin perod don period
Gai in: 1913.29 19117-55
Avrge eal per capita
proa I-o 100 100
Avrg sani coieaton per full-
tt a: (all .) 71 1

Average a] 4nom per iiite-co12*r
irF In fct rin 157 113

Average anusl per 1n
iker I m ctinn2 1X4

a. Figtwes e8reased as per cent of gin In per capita om, tnt dol .

Ozanne
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Poi~ur~Ion wors In muttrIW shoved the mst kIw pins*

Mahr U&pitr-Ie WMt the eeponof bai1d n otuin l

the follov~ing grows shovsd Plate relative mm an In the seondA

pe lb4iwnd-mordsstOUC mm

123-29 l947-55

Per Aot Per Act
moos ~hiuissxd MMOOs undomsed

Per cogita perymiM
moos 100 100
Avsre Ain2wy e m
Clas I naifroes 93 45 197 80.100
mod s as 37 170 8o.mo
Printimg 8 63 179 80-00
I'm At m 931^ 27 215 80-Io_- (I
tio IMAMews) 79 n 141 67

a. Wnon rates

an bwdi3AIg cass, an qplewnt mnpbon be *~an~by the

fact thast the serly uws figiffes sam =mion scaesa siche in pisacticu'se
hatdto the lerp citiesj, *ewre vnmosa uw cocetzated.

muftet 2here Is a a ir shit In the rIamion

betWn sadchansaMw b dem frcm the non-nion tuemties to the

AIon postur period.

Io ,ws}!~ i.4,



Ozanne

Crlaonw or Wegs an bwlaymrt ammeO
in TWO Pkwlods

0LoISit vegas P1oM't Vegas

1b
Pz'od~uatioi~sksrs 36 .73 .83 2.85
NO~t~d~I~ti~l~a~kSW8 .lZ 2.7k 3.92 2.-83

MtinnZISC.5.17 .3.62 -9.08 3.37

Class I rS±12?oed Lokrs 78 1.61 -3.03 3.90

Buidin cnstucion
3.63 )+.23 3.30 14.26

Priting trmade Ders' 2.72 3.55

a. Annual co de4 rate or. mmrem
b. A- a scst o .

c.Avrse.hourly mearningBs,cosatolr.
4. ibo i clses

DixIbu~ve &mA. e fact that "eutlocmsee

sbst y In relative tars during 91q.V56 shoum raise obt

about the cacine e~pely nntio that the lbrshare rami mcontant.

it is h rDou to draw c s about the .o lprit

share. In au case, It ieW be u~sa~because of the acelertedI depre-

elation p t A the le laws of 195.

4.
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Oo~ar-uo of Inose Gais by Distributive Sise

Inct Qa as a

kunioan Phriod niom period

htloal lIear, wadjusted 1000 M000
_l~eeoc~ensation 100.7 129.5

0opoae profit befref
(aimtd for Inen-

tor3chaise) 176.5 106.9
Cptrits before

tax (Id) 57.
iA t 157.3 86.6
hit 131.6 61.7
Unin Co atedb Ws
MGM (adjsed) A4 21)-.4

hsrs_ and FsOftrasonal 76.2 62.7

sbe following ocawauisons arecaOsistent with b tai collective

bargaining Ilact on iear distribution: (1) l e howuly ear

o p uetion re ro over twice as dl in the =Lon period as

in the nommion period, althou* produtity increaes wre tr he

wzawion period. (2) Aver"& am*3 esto per 1s]ti oiewee,
a a WC pe pr tion er in Unva t g, roe les than per

cgita pessL incin In the e"ly period, butl ore In th union period.

Production Mltred better then iite-olar oresIn the union

period, le ll e r. (3) e ut of fr other g P, ataly

orgxdzed In th twntiess, fared better In te later, mr higIj unIonized

perlod. (R) I oveut In t union pe a surp g _dce

of the lot desnd for labor. (5 Te a of eqploit rose

In the unon period.

2 peiod cmpariso will never pro.e "proof since te oervatios

5.
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are too few to ellIMvmne renuim fluotutloms. over, the t amre

ou"sstat wift en aprecIZabe dBere of trae icmio lnfbane an ineco

distribution. If 1958 hal bee 1nladed, the fprems ml have acnut

the poip, aieWrofits 4 nid il4 ww rrate rosem, i the fte of

w~lomnt and intgtogn.



(k~smnt bw Lovefl L 0a~ll~m, Lurtwe% Jora oonis , 3960.

Osam' s criticim that the "di tibuive hae appa looks not

t arase pr aloqyee, but at total share ino" asums that

theSt 1 o U iqput is their pefommane in btnig

hiS er pw capita incm for their emploped mers, ad nt as a broad

so ovemzt. fte distributive shares a a isnot In error but

roely aIdifrentI iRi

Secondlythe 3Ac of mtion betmen the soeamts of eplU-

mint and veips In selece IAdamtries In the union pelrod Is cmsisten

wi the operatIon of m*wt forces; mmut c cou have

sflectd Ni a the labor dead fntios, rather

tha shis the labor a-ftn or their er iatcit.

fte fact tat labor ins y be able to Inee per

capita 1 of their alcred e d3;s_ doclit

tha they ca the relatv lo of their etire class. Nr does

it dat collctiv barinin ha slK

me,~forces.

ftpl b obet w al Poc . I 196.

distrbutiveares . does not isolateuninsmf

othe factor eet: ()cas in fam

teDoo iihtansfr farm e rens i urban loyees; (2)

incresased u d vty ehrduo s h n of fac

ers In the ; (3) dep6e of CCetitin In theepoutere

which my vry the profit ad labor shar; (4) chawa in cus taes

in favor of -am_ 3 servics.

7-..., -r-7
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N no3. Amlan ve or inet fors Fares

"al'og th &end am acoaimt6;the lsin VW

rates in coal nidniga riads coqied by growing mqli;

Arisigwae fr bluecola _u~ti'r a~es acoqied by

stabl eq-lMt; incrmases for Ite..cOflar nuatrig.lcores

of t_ e *Eas tose ftr Abl-olaIwWIrs-*dlee

rosever 30 pe can In the it-o3 groi amw practiclly stAble

in the b~mcllro* is bagaiing has raised vwa

rats. a nt the It ae could (thDU& it probably does

not) explain Wdcdeml A in coal mining.

With the last astemA, men only aee. Te claim here was

AMdely that u t data pres -td are cstt with an ciable

degroeof trade union Co I distibabion.



Irtin Sepl, onisa and p veeS." Southern IonoJa
October, 1961.

The wge pettern in mfaturing in the postwar period, ntil

1951-52, w probabyetes pnd by pressunes of demad, &a

Isvinson stated in &ub MNro. 21 but thereafter divergences in

industry movemnts seemed to sugget other factors. levinson found a

significant relationship between vage changes and the level of profits
and the degree of competition in the ut mrket, but nonr with

union strength. Now and more precise data on the extent of coflective

bargaining inlicate that ent ofIofevinos findings Is in order.

The Bureau of labor Statistics estimtes of union strength by

industry, for 1946, used by lainson wer ranges (e.g., 40-59 per cent

union coverage). Ih 1958, point estimtes were published for the first

tim, For Ivinsonts 19 tries w correlations have been coaputed

(see Table I:) in hich the associatiou between eaings and union

strength issignificant in five out of six years, and str r in

most years then the correlation with profits and concentration ratios,

txon str th up s an essential link in an interryetation
of post1951 was behavior which runs as follows: lb oligopolistic

industries, which are generally highly orgnsed, io had not only
numerical strength but market power, in the sene that they could

extract substantially higher gains, althgh there was no shortage of

labor supply, than those obtained in the industries which faced strong

competitive pressures in the product markt, The association betwen

wage increases and Profits is nother elemnt in the picture. lh 1952-58



SeP.

TABLE 11

Simle(Cross Section Correlation Coefficients
Coanges in Straight Time H1or>y

Earning and Selected V.riables
in 19 anufaoturing Jkiustries

1952-58*

Straight time earnings on

(A) (B) (c)
Yar Profits before Concentration

taxes ratios tkion strength

1952..53 .550 .4123 .625

1953-54 .628 .463 .502

1954-55 .514 .383 .591

1955..56 .055 .428 .325

1956-57 .546 .607 .532

1957-58 .392 .5149 4706

The 5 per cent level of significance is 0.4555; the one per cent
level is 0.5751.



Segal

profits, uasured as the rate of return on stockholders' equity, were

strongly correlated with caonentration ratios; this wa the permissive

condition for nogotiating large iage Increases. (lb Garbarinols fram-

work, s in sniur prodtivity were the permissive variable In

concentrated industries.) , hoevr, oligopolstic firm Mhave what

amounts to a reserve of id d gains from umude price advaces"

(Galbraith)- if they can maccsaful4 respond to labor and mterial

cost chags byr uprsrd Frie adjutmts, the relation between age

chnge and p ical tivi be s atteuated and it Is the

relatively high profitability of the firm that both permits and stilates

union-negotlated wage pins. There w In fact no ignct relation.

ship in 1952-58 between wage cn and our productivity es

3h some cases, seguinnts of itr s with low conaentinm shared

the prosperity of the firm 1hich domnated the particular "wege contour"

and, also dealing with the mm unios, followed the high-vage bargains.

ih other industries with aboave gains, other permissive factors

could also be traced: e.g., In paper products, product deand is in-

elastic; profits were high In l952-..$8 labor costs are a small proportion

of totAl costs.

Conclusions: t of sinCling out the auto and steel settle.

rants in 1955-6.as did the Wkstela -eport. (Sbaff Report on ep t,

Growth and Price Ivels, pepared for the Joint Economic Comittee,,
U.S. Congress, thc. 24, 1959), thm interpretation bore is that wage

behavior in all the oligopolistic Industries we essentially a joint

product of corporate and union power. ism also constituted an

important link, in 1952-58 whe there me no labor shortage, between
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ime Omamunts of firm In conoetrted Inistries and otbwa In the

Ads contour." thilon mm also an A1zontant Infln on wva bebavior

in nowtt, butiornled, dste wh t

scomaic enviR int pled WMi= n a .tvely strong barqaining
poition. MbAe one places us on the bXrpi

power of mi, it is dflt to account for the divwrgenes In the

mp bator which dveloped amg tur inustres, ad for

the fact tat the s mm Iease" resite in almost all cases In

b~~~h nt ode.,



Jmsn 5. VThIeeenbrr "P ryin Pctors In Pbstwor Ilatiown," inee
PrLw ~t Pr8 Xta" md , 15

lw emledity of Rfai pbare ibaa y

referene to the diverse oYawata In prices audNprofits it Is oo eds

that W05 m f p is of ifla ry prsare, lagly

because of the confmitn trends po and pries. rictly cost-

push or ltp in ent S ons er,

Vl wepeiimt with spyct to veg and prlie increases in trade

and serice sctors, 1 trade ta s as been me i nti

uauafec1twing, constrtn utilities and taport. I a at

both r or wre ie t n dtUiig both the extent of vmgp
increases in mnionized, inAstriess, and the ecnry eftsOf those

i an other sectors.

tt-hery y bebe isoud as bw ess, dand

results In Onfstlaica sre barna of: (1) ent atrial

capacity, an/or (2) nsicit labor y. i infgnatio will

too placenly if d at onces twend to pow faster tlma

city or 3abor wkpy, adjusted fbr pro tvity increase.

ma thery, an -to the above, atto to ean

atsM q pe In aiemonos *c1ch the above tlhory les
TraGe u Pr as can be inti

woul be nc-ilat If (a) t whole l force Is organised

or (b) unins eert con the vegas of nized o s.

Umdr thse s tde union, by threat of strike, et¢., foroe up

veas in spits of . Uoms cannot pus ves up



be

ingl~defnt3 las there are other ftctors iebih tend to purate weep
in ese in oXtr tOvs o post-15 tt0*on ao the xamy plAy

mea ator Izditin 4mM, tua t ena* to mWent i AtOn.

d9L~.EL he Nona a psvZsngle-I 1915.5 md sinc
1951 Rave increased mererqt-- atnthe _nr hiceM ike

increases in sev inastries he been cmay &I=t3y below those In

ArEnltwa3. gie d ia t between 1951 aM 1957.

byw wterlals pri rmit.ned nmray cosatbetw 3n19 and 1-957,

with s0e2m auctations Aa aM after the 90"an war.

meqi ~rains on An3e meas declined to a mulmd eztent over

the perid, vith De fotdoc.

D am tations, M aM ab costs per imit of output

ha" ri tediy sinc the mr. _bps bme ris fastertlt

e _u in _1fsclawing fS ated with tOa b -si--s cyc.e

over t p , bt od s ar ris or ft33l. !la net eoffet of

preit on pricss wm all.

rbw e, bet 196 an 196 rices e risen mr because

labor osts ave risen. ups ed domn of raw-mteriel prices aMd protit

margin somei iSreib da-M1soatd a offset the tren in abor cost

but did mnt con emoh to the yverd tred in prices.

A1tl the mssp cular ei thse negotiated

by the lrse ui ons, It Is c1a at the se iad by these nions

did Mt si8oificatly emmed those piad acoss th board. of

2
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the oo0t-Pas tho0 mast e2aiIn y_w I rme biLve been so pibNa.

Oeh zia amt an Is diffit to mba.

Bowwver, the dArnl-al aly isbard pesdto Qpaial the

else of vw Increases, giv M e tai ot sm labor aborti.. a

c riso of the 13,-29 perd with the 1951-56 peiod sxw tbat the rate

of Vg in-crse of the latter period wa five times thet of the

foer. is as u as a i t.

An alternatTiv erlamatium Is: Exess mandM for labor pulled up

wmps in the In which tradons mwr mcksst, and trde ion

pushed uPs In so ie exmss dmnsd m ae. larmely

_n-UmiONued sevice Indestries lam raised mgs bosuse of t

labor, needed of r nrst4m for Unions

puhdupmgas inusamoebnwhere 4 M las not icesdrapidly.
^?b~~~~~~~~~0 - Wm".

atw a situtio of low uuplo~t, ther my be sdrms of

certain tqesot labor', and OW31 may rais ps across the boaxd to

inai ie eg Mu. iarly, rs mraise me

to re e t m uader the s onditiUon. n im.p presaure by trae

nions wl b*sore e ti e Pl nti b .

?IUWrtWIaer, the iunfnence of. 'nion imps on the mess of rnid

labor des aLket c tS , an t of a stran mftet

for labor increas tmt In

badc Ato roq be flor are identie:

(1) Situation in 19k5: both b1sineses an SsebOds bad h*

level of liquid asset and lm -1b--a, com d ith deteriorated

ecptal stock co r sboIrsctve s.e,

Fo~ _, -7r__ _ ' v 3 5

3
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bned with the expanion Of IFermnt services, led to a str=6 mnd

(2) PoLtion groth: gur d birth rates he to

Iletin diM ertiuar ith rerd to nsin

(3) Effet of rment speding: Korean Wa ei Pe

to aont for about oe-f of the I Ind

bet~men 1950 n 1953. go cniderabl In fdeal pvernt

spendng after 1953 _s a of by 1nereaes In pfrtvte investmet

a the ie in ad a sening. the de*ease In

feder3 p se to bays be eng1o lc t on the rte of

increase In dend.

A polcy of contlling u i Iorder to control laton woul

tefind to ates of Ve Ise in the mmised secors a

least untl dareaw s in c a polc voud bave les effect an

or sed lbor.

Iwmr, msch a polcy woulA be aoosty In several van: (a) by

lvering the rate of grwth 9A the e (b) s Ng tS rate of

piCftiviic,4rease(c) increasing luemme.

4



nitead states COo s Joint Ba-ui00c ICittDee P-a taa
ud Pricelevel 3959 C rpter S 5130D I

am A no S Os Prices of services wrer a major sawre. of

pot1zta .. ft m9kT to 1958 tbay ross over 50 per cnt wle the

_oainr price ifz rose asly 29 pe at. Beatmn 1951 an 1956 the etire

rise In the -inm mas to osevce prices.

eric iatrIes also prvidd a mjor source of l t erpesion

In the 1953-5T period th e I t 3.4 er n er twice the rate

in trade, the at t setor. After 1953 fth peat bAk of nt

expsio In the entIre e cu be traced to the services sector.

Services increased as a prootionM of acam 2prhesfrom 32 to

3 pe snt betee i.8 ad 15. 195 to 1958, while Ma ( rose

1.5 per cent, outpat or Services roe 14.5 per cent.

go pice Inde for ¢dicl cmm bus risen 65 per cet sime 1.8,

or about 5 per cent per year. 2b rxi vas &e largely to Increased

0mM cuple wIth sevarnsotae of MMdice persomeml. 2bwm bas been

a decreas in szWPj of med1cal services per cit&as 191. -- iM g

docr,d a bosiUl beds.

Prices of sevice using usied labor bay. al'o risen b 3 to 4

pr cent per car. Ea r or the ince ot entirel clea

since: (a) competition mog firm hue bee sevr; (b) -at bs

nceased sw (a) wages bum risen lss a Int

unde gcae ban probabl be cost per uit of outwt,

resulting fr wage i ee higber ten productivity increases

Thu ar atet. s o r w t of Indstrial e
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Peseats two qustion: (a) To wbt ert have _e. imreas been a

-reo;nse to 8m In the labor utd (b) DM Vss been inflexible

&die d during zs ?Andtiso, is this evidece ofth ttnce

Of W"kto " In the labo ?

¶Thete' mmint of ifaIomypemreocrdin three periLods:

19gA8,519590.3, andM1 57. DM larmi the 1abo mmket were

str or in t first t -pids and veker in the lat, as indleated by

3 per cest IpWg It In the fbmer vad ) per cent In the latter Never-

theless, UMM- etin the 19555t period vm not so i to preon

d_ pressarse, at Ia nsI seors of the eooar

0m the course of the bamues cIe, the rate ofueines

(prtclaly In wsg,) related to

the t te; iv madst _pn uuymloyment Vas lowest.

mfre, the evilm ts c i that t degree of 0mM

pearoe in t ab wt doe ba en IOortant effect oan the rate of

dung. In t usV level

M itslf, this is of l te u came. More iortamt is the

fact that 'mes shoved a wY bS degre of r rigidty, a a tendency

to cOntimas to sow u ven in s . s ti constitate evidence

of the mrcise of SuAit r by stog u s? Pbab ot: dring.

recession in the 19S)'s, _ lms war vask or sosesistent usges

war rigid , and -xo-ws ros s to.ricaly, on3 in

periods of seore Isbvews f~lle.

Uowver, the rate of nease of vos bas slowly movd upward In

postwar receasions: i 1951h Ornigs rose 2 per cent; in 1958, & per cet.

2
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!ooontiMing Owrd mnt Is =ore sunestie of the Inence of azet

'mor then wr f2azibilitY Pest *videnc indlcates t Eu

voul4 ban to avI fI at s6 er cent to e the rte of W

no then the rat of p tir ince.

0L'r of to an u stadnK of

_w no mts *n tya of the relationship between vmes in iet

iw dtvris.! b in wee in 26 sparate iustr. Aptaq vere

st utsb e be: e in epomt,

outt. ot , it cotat-r rat (a ou e of

t de

ofcree etitiou in the t et). t i t to note

thet the raqp vithin lich m differentiati varibles cold operate

is rltive m, becase we movit0 the s wre very

similr: In f eativ PO r 19II-58, Fast tmatbrds of the

sectrs)~ icreaes lieI i.na ea o T to 90 Per cent.a"_ ba^d w~td a rw of.

Tbe of the tests ve asb :

(1). No *iaificnt rts We found betw|en amxal peentage

cheAe intwry earning aMmod. mt; (g) No bont reatisip e

fuibetweso gesIn vwxsand chaps In pzoawtivitr per production

w nask,-kA~r;(4) o 2lb _a lcblo reat w it

betn $ tgt ewe incases. (5) Withi the 19 mld i

indutries, t e nt fots zeate"to weV ns, lr

ate 51.,the 1 & s , (b) theUspe. of tit in the product

1.. Mictee ifacturiug, 5 mining setors, class I ral-roads,
and1ontac It.

3
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_ .ral s and coe&l, tlo and

output s e most ooti s &w4ng the entire postwar

period. Yt tX alied wombers enjoyed the rteIt Inceae i ae

of z of the sectors Stod . Similarly, coal vages those in

Owry inmstrcrn secor oma 7 to 1953, though fel s at

bend aer for all imrJ_ g after that t . Particularly after

1953, awb radpd rises.s camot be eoai#ned by t s in the labor usket,

and 1 s ton its stroag that the waftt power of the i s bad eble

inf in tse ctors a constrution, stron ni c mbined with

nxbl maket conitios to stimute increases.

I provide an etcl to the wation.

"Pat b ," the neoti of sweets which closely follow

key" settints, will be ti the key oettAt is netiated

in an indestry wbhe condition ar a or stmmtia wa gmins, and

then transee to industries Vhere econitions are le f.

MW agrIemWtS In steel an mobile are followed by

other eted ein g itries r d of ntio in

thepktrt. 0al and i -roads met or d he tter.

Ruee, nononetae euarn indstrie (ttie, loin,
JWW11 W; I t kd l; Cni
Isather shoes)., ifre produ tir .e titi mawas eve fell far

belo the tt .

Dvtopeent f 1955-5B are wrticulerly interesting. 3h the zur

of 1955, they ba s in the atmbl instr, wich

Ws enjoying its second most pofiteble twar year, ith production of?

3lli3on cars, and profits of V6 per cet before t saM= 21 per cent after
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taxes. The contract included liberal wage increases and additional

automatic Increases for the next three years. Steel negotiatios in

1955 and 1956., both very profitable years, also resulted in low- term

settlements even more favorable to the workers. These two patterns continued

to be operative a inflential in the declining years of 1957 and 1958.

Or the other bad, a lower settlement in autoobiles in 1953 did not seem to

bold back the rate of wage increaes in the following year, when recovery

was under way.

Conclusions. (1) At least up to 1951, with the exceptior of the 19*)

recession, the general level of employment and profits was sufficiently

high in virtually all industries to sgest that most, if not all, of the

wage increases were caused by pressures of demnd. (2) After 1951,

divergences in W semovements began to develop, based primarily on the

level of profits in varous indastries, but in a few industries it was

attributable to union strength. (3) Begining with the 1954 recession, the

role of collective bargining appears to have been much stronger, tbough

largely in an Indirect manner. The upvard wage movements of 1957-58

cannot be explained on the basis of demand for labor or output, particularly

in coal and railroads. Hbwever, it is true that the key bargains in steel

and adtanobiles were negotiated at a tiie vhen demand pressures were

relatively strong. But it is noteworthy that these two major industries

were villing to negotiate substantial wage increase into the future because

they had no serious concern about caupetition. It was, then, a combinat2 On

of market pover in both tbe product and labor markets, Initiated by

risirng demand and high profits, which accouted fo.r the deve-lopmats in these



iie. 2Ither industries %rilth hig pmfits and concent.mtitoa in the

-onzbjx9t sOxMe tended to fo.mu the pattern, whether they wre union or

WruWi.n- 1herw the economic enviromentt w unfavorable the pattern

.n-oke g3kvlier te'd where unionims 'e strong.



Oaf0 T- 1ulop and Melvin Rothbame, "TIternatioal cmparisons of Wjage
Stractums," International Labor Review, April 1955.

'The extent and size of We differentials are among the major distine-

tive fatures of the vae sUctue of a comntry.

Materi~nd YDiffererntials0 The ranking of industries ind.eates e.

rem'arbly similar strueture of interindustry wages in Ita]y, France and the

United Statea. In general, the higher wage indutries are the e d or

,~tAgopo.Ustic industries or those with a high proportion of skilled labor

Aircratt, steel), and the lower-W industries are the older or more

Xompetitive industries or those with a low proportion of skilled vorkere

ObJes, textiles, food process).

The rwg of differentials varies considerably country to co'tatry,

iith the largest pereentage differentials in the United States. 193TM 5

a the United States, different varied with changes in the general level

oV< employment and with changea in the extent of price inflation. Of the two

factors, employment seemed mre irt : as the laor market tightened

iuing wartie, inrndustry differentias rowed; when the labor rmiet

locoaened in the postwar period, differentials rained stable despite rarked

ieflation.

In It9al, severe Inflation resuted in the contrsction of differentiale:
deepite heavy unmployment, in part because of the uniform adinistration of

cest-of-ttving increases under the cent-alined collective bargaining maeeanimt.

Differetial wage movements mong broad sectors of the economy

Eeuxl-ture., menfactuwring, construction, etc.) are best explained by the

geenQ level of employment and by differences in the growth of erployment

iie, Partieular seetors.



Mgtvaal and skill differentials narrowed In the three countries

between 193T.40 and 1952. T North-Soth diMferential in the United States

fell fra 26 per cent in 3.931-32 to 16 per cent in 1945-46, with most of the

contraction occurring in 19A0.46.

Conelixsion~s (in part)

. The technology of production and the nature of product market

Cmipetition, including foreign trade, largely explain the simlarity of

raking in the interindustry wage structure of Xtaly, France and the United

2. nfation tends to narrow al vge-strucbre differentials in

pwereentage termns, particularly occupational diferential.

3. Pll employment also tends to narrow differentials in percentage

terms, but this effect is relatively small epared ith that of inflation.

HIgh employment is particularly sigaificant for regional differentials.

riodc of unep>loyent are asciated with a widening of differentia.

4. When centralization of decision making is high, foual wage s ructure

6iffex'enwils tend to be low in percentaWge terms

;, lthlxaji um~



Pamela Haddy and W. Arnold lles8, "British an American Changes in
Interindustry Wage Structure under Ful1 ftploymentZ, Revi1ew of
Economics and Statistics,# Noveber, 1.957.

How ha the full employment of the war and postwar period affected

the structure of wages? Cullen found great stability in the American

'..-trinduatry wae structure for 193949, a well a for lonr periodsn

lhe first test was selected to provide the greatest possible comparability

.etwveen British and American wage data, and the method and data used by

(Culen. Average weekly eings were used, instead of Cullen' annual

e Aags; but since he shased that for the United States, at least, the

waege 'asking of industries was substantially the same whether anual or

'tiourly- ear were used, it was assumed that weekly earnings mould

ti2su be comparable.

Rank-Order Coefficients of Average W¶s by Industry
(28 simir industres

U.K. U.S.

Prewsr8 and 196 .903 .8

19I6 aMn 1951 .958 .888

P an 1951 .879 .823
a,, 1938 for U 1K.,1939 for U.S.

The British wage structure appeared to be even more stable than

tre American. Mere was a slight suggestion that more changes occurred.

. ..nrti than in subsequent years. But the Impressive evidence vas that

nei-her the war nor the postwar full eploymetf materially changed the

"zitrin'trty wage strmctuwe in either cortry.

In both countries,, relative dispersion decreased,



iaddy d T>les2

Relat1ve Die atsloo Plsza1t hrJAI la
(8tee2o dvlat~o dav14ed bF usm)

U.K. U.S.

PrvA~w 21.9% 18.60%
1946 so.8 13.03
1951 19.3 15.30

a. 193 fbrt U.Ko 1939 Ibr U.S.

b aseoodt-s Wdm G m sts. ol

Po s 1Io.4u1t fmi-wutries In Amotcsn t~ion1o6TVW M -toile6,
inlI the est1e arma of tIA1-,c t excep d4itr1.

butlan md asexyla. ~Mo awa~gMt~eInbi wi arul

twoe, r t, btd1Afmag rads, &ok mit, gs, electrldti an

bater. Ne ma voma's eero "M ea d*

Rank-OCLer O( oInIe ofAIim wekly BRnings

The reslt. Inicated a santia alt to of the ntari e4yw

5atT YU?1 oribme, *bL3 the tredgt i tb relatIve

de earne over tS wIn te firt tt, the

diaspersfons epeaedsumob rum In bfth m for the Larger puwo.
Woumnis5 aarnm Me" M-re Ve01dIspre ti mI.

Delatiw DIspesan of Intle1m Itffweag

(StauiaxrIdeitn Wavde Ir mmo)

Weass ~ 1-1.9%

11.Ia09.3

2.



an, d<,1.rt31;-5 es

When the nomnnfacturing industries were removed, the rank

ccorrelation coefficient for mn rose frm .49 to .83, but the fact that

,This made no signinicant, change in the rankings of vomen' a earnings

(.01 and .02) indicated that the entire diffrenc between the two tests

cannot be ascribed to non eturig slow (AMother factor was the

lower dispersion of earnings In the larger group, giving a greater impact

on rankings to a chan in a faw s. Also, CUlen' 8 original

selection of industries, used In the first test, wos based on the exis-

1ence of records for 50 years, andl we probably a relativel stable

group.)

The industries *ich produced the xucial chanes in mn' eargs

differentials were readil Identifiable: mii, mp 8 places In the rank

order; coal, up 7 placs; textiles, Up 7; tnnsport c nication,

down 8; and rilwas., downm 14 wben these five industries were removed,

the rank correlation coefficient for mn's ear gs rose to .9 in the

mainig 13 industries.

For women, shifts in relative position were more genral and

omission of the five bigget shfers (textilesu,up &; miscellanous

anufacturing., up W2-; food, drink and tobacco, down 5; leather, down 7-f;

and goaerewnt service, down 12) raised the rank correlation coefficient

As to mby fll employment altered the interbilustry wag structure

particularly, the identification of forces operating in a relatively

tlnmber of ind st and on the structur of vomn' e

,.like chanes in the skill mix and the a t nring of skill differen-

tials in fUl1 eployment conditions sea to merit further study.
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W': "JThe Tbeory 4 Occupational Wage D. 2erentias, t' r
Economic Lieviier, D~e-ber, 195576

hnothipesis is tf3t skills differentials narrow over .

ia se I.n the level of eqpL'2y;aent, fr all grades of labor redV.f e;S'

s-uiLy of labor avuilable ftcr unskilled Jobs proportionatey t: t th& .

rec`.ucer tt.e spply available for other jobs. This relationshij,ssir

prior absorption of a labor reserve ie., full emplom

The Model. According to traditional theory, the employ* ob-

t lala>cr supply he needs by varying the wage rete However,, at1bey

sod.. Is open to the eslempoer: "quality" variations exist in obJ pl

iLctsPtsaM n3lative scarcities cm be it by the varying of zin=ivsm e

da t~i cr the Job. The notorlous stickiness of wrges Is one irEi csU

of -he Importance of' quality variation in the labor mrket.

4here workers can be pgraded, there will be less need ccuge

tb1- geneal wage rate to attract workerst This will oCcu vher ak U a

ce-, asUe acquired and costs of traeinig are .

TJ. -ere is full emp Ioymnt, demAr-itor skalled workers .4oui

teLd to --alse skilled rates Hwoever, the possibility of train--Ins

on h-e aeict lowr skill level, mnd substituting them for skilledrWror1

vll." tend
t limt tthe rise in skilled rates lo e the r'

paEtt4 in the lover-skilled group until substitution from below ii again

rs'.'tv3to. At the bottom no further substitution can occur; and only

a - 'tcg>- In the wage rate for the unskIl.Le will augmet the supply to

th e Iofu¢X±' a labor reserve exists -- uneployed perso or

w ± a.ble labor force consisting of housewives, YOUt4 etc., who will uork

if vages r.se sufficiently -- then the increase in dmnd sust be great



"A*c2' absorb these gro0ps tfre. the hypooheseaWill bee d S

Allegamion of the ezi-itence '-)f a Iabor rese ill evoltk.

q^stiuc3r why dS$& not the arask-1.led rate fall until excess s8uv) .Ly 1

ab ;v~vto'-b The auwer lies kn a soaial minimu vage -- existing by ri

ot Qatom, by statute, or t-de unon policy -- below which leai lr : I

a bbe 2forthcmciigo

4lric l Evidence. If -ihel hnpKots1-s wre true, skAil31

t1 .1.As 14;luld deal.ean periues o:(. &meral labor shortages. The dwa*$

prv.seated lby Ober and Douty -how that skilled margins declined. Iduri

both world as, -which is consistent with the hypothesis. Howovier,

i;-h,,-.r2 1,5 no definite evidence that the differentials vary with rJdna-

cuytlea, This does not cont;radir.t the khwttesia because sxall tba.t

< -rt iisua'1y sufficient. absorb the labor reserveo

Vther evidence is the shift of workemr from agricultue- o 1..ad;-,vs'-,,r

sc troL unskilled to semisilled jobs which occurred in mny a &s

d½tg. h:he world wars and in the postwar ull employment. But *,he

-&des not eem to be reersible: ski:Llml r did no w-ie r

d~uiog the depression of 1929-33 (although they di.d in l921) ¶1 h*

car ierhaps be explained by the raising of the SM (social minim-,im) thet

Nkn aea"and by 'he organization in the thiies of mnons of wrakikId,

'nie, 1aon is better., howver, in explaiing secular trerds. rl:bi.-

.nesed ev.ctions in differentials over the past 50 years Is what our

ypthests would predict. The substitutability of workers has been

inc eased as the level of education ha risen., because better educates

workers are better able to acquire skills. At the sam tima, the dcremt

in -he xsupply of unkilled labor has put pressure on the lowest rates



ste olel can also be usedi to explain diffee.-ences in wv* ;; i.̂ t a-

na: o1us regio-ls &Ad eong dBiferent Countries. The sbatitttatb. 'it.,i C

varkers varies vith educational leve:L and ii4ustrial structure.n l

in une where,*e educational levels are lover tAan in the rc *.J o:' t!

eovt:Azty ve vmud expect the skill differentials to be larger. \rtb-. .

becase i rnitacturing - lt4 Its large proportion of semiskillcd,A.,

subsittutable labor force i-s a small -proportion of the Soutbe',.h

ot-Ft vwe would again expect the differentials to be larger -has'

Beause of the positive association of a high propor.ior of'

..n turing erploymnt and a high miniia3 level of education visth Pe;'

eplta i.tieome, countries with wide ll n sshou3ld be "baclxiar

'Sreas" hMe fact that the skill nmcgin Is substantially h1gher 1. >b:

U.tei States than in a3)et any coumtry In Western Europe orAutrdiz

seems to challenge this theory. But the U.S. has not in fact hma, at

leat until recently, the high minmm educational sttodardo of mos't

oteZr Western countries. This has been due to the influence of' 1;he

oitbernstates and,, in the earlier period, to the ms of unedito-tc,

is4 grants4

Alternative Mftbeea Neither the goverDmet nor trade'

had much effect on the long-run decline in differentials or on theh

decline f.Ance 1940 because:

., There was noienig of differentials after the var as the, -e

-*ns in ETx-mark ad Italy, so apparently goverment policy did not nax-ro

difPereatias =Dre than market forces would have.

2., The phenomeno of wge glide inlicates that mrket fores



lev1,01 that hawv1:> beem Fi t too lw by,` stiit5atlcaa

P m4l es full . lorm -at exnzts, it is d& i mu2 to teKi tbs

e-
L

o
w
uions or goverrment over ard Above the E:(^t of tk- ;. :7

The an£eie- of ueip~oymen suggeste that waqes ha-e been set! r

Wbe.-eNtbcrc is persistent unemployment s"I prescribed immet

are m ined, there is mple. oppot-unlty for uonarket forces ' 't

r&(. gti1c wag~es

cleal Variations in Annua.1 Labor Leo w A cyclical

ba&eyd. on nsmml Inco rather than hourly earuing seems to 'orK be;>

Th il workers are more prone to cyclical uneinp ent, than 'Y11w

>g>*c% ~ so that videnig of differentials may shoiw up If eamn eai

are -nlidered rather than vae rates, which are ,aaad to cut wh*,z.. tbmy

eC zd<wvery low. There is some evidence that inequality In amuln.. 3v

minc -eased during the 1929-33 depression end declined In the s6buequve t

rec rvery period 193944. Similarly, when the sugplj of labe'r in t...e

irsifled categories Increases more than in the others, we mAY expec- ,

'-hetmokilled rates to fall sd/or uneployment to rise. Both elrfe

WIo~AlesdA to a fal in annul incoms of unkilled relative to the

M.led There e sowme evidence that this occurred in ear=ly 19ftt

Nng''an



"IF.,, e ,-y1< 'C'ycicsal Vvxiat;-.ioio, and Trz in. Oce-uapzim.v.>.e51E>.
.We tr tale~ d..n Amer- In ,iustri-; Since I)L 4," 'evizV-

:K'<on~ce sand StatistlcesN-ovember, 'W951

"'%- traditional modeJ of cyclical variation, wiftih here t

Aic'.Ceentia1i narroving in epnsiorns and wideni tgnidepn i.S r-

at best rcCrJy a rougt approxi4iationD There a-e defiinite e:cccpt t

exPwzpte, l92?o9.33, and in many industries thexe seexs to be no t.: ic

pat texrin Hf varietion.

Lkx2 opls fidbings on the l928-19,38 we-riod (, Cye),i;al ,p

~ 3tr ~xtur~,' 7>7?BES 1939), &ich substantiated the conv-wnt Jop4
-e deI -etv because the videnng of the Interocepstl..onal t. 'cv

a£tco ipan7ti ed by incread. dip-pers ion in the iatr7%eaupationa! Yxag,,*7 r.-ei6

;;,-5.-udy ("aceupational Wag D±tfctarentials, 197-L9Iq," 4L t

tras lfcult-e;6 because the years studied ;e. too far apart and the,rn

3o co<1. stent tlaroug.t the time periods. Thus his data wy shat, a.

oeciase &x, industry vith a large differential is included inx tbce'. ;

*,Y C44 btll not in the later ones. Leber&ott ("Wage Structxwes3,,'/ E-

tried to show thats occupaticre-l difLerentials have narrm-ed by f.cxr>) r, .

,wae :ates with the percentage 2increase in the rates over the tl ne

invI:ve; s method gives n indication of the mcgnitude of tJh9! rbhan,y-

In te.6 struettre. High correlation coefficients do w>t iiaeie *e,

t. ttr. 2txvryD have changed very auchb or only very little.

Edenoe from four sources was presented by ll:

fa lureau. of Labor Statistics industry studies (600oc0;pan-.';

(b) interstate Commer Commissiorn hourly earnings of :.rg

worxers (4O occupations) and monthly wags of seamen (Department o t

Commerce, 35 oceupations)



-' Natioil IdAustrial Conference Boa-rd annual. surveys oft.

F)£ure of Labor Statistics union wage scales.

r-'i !periods chosen vere. l914-1920 192-l9W2i?l9'.; 9 -

t2<--;1940-1948*

?ercentege chaWe8s i1iarerage hourly earna for each ecuf

ca&- period wre calculated The array of per cent changes in eaX't

(Wmsrivided into thirds and balvessand averes vre taken onr

these breakdovns. If the a,-erage change in the top third of an ind .

w-iA gemater than the averag change in the bottom third,, its orAcU : j

stinactu;e Wvs considered to have widened.

The results may be sumried as folhov

W&xtime F ions:

1914-19iC.) In all 9 indust-ries studied (see Table 1), except for

shipping on the Pacific coast, the bottom half of workers received g

percentage increases than the top half, by differences varying .ro:-

perc-entcge points. Similar results were fcnid in MBC azd uniob sce.

data.

198l8-1946: Acromsthe-board increases during World War II caused orr ^

14on in most of the 16 BLS industries, but the narrwing was neglig.b -

less tban 5 percentage pointzs -In five of the industries.

Gradual xpansions:

192-l928: No clear cut pattern of change in occupational differ-eln ,

was evident. Out of 8 IiAustries studied, 3 showed a definite relati'.e



g i~ by . igher T*.id ales, 2 Shovet reativa gain by Lover pald ma'e-z.

3 gAov,, dt cbout eqtal percevtge czagesG Te NIU14 data sbow vexy ei ½h

ga 'w? the unsk 5lled relative. to the emiakillW. aed skilled Be iz oz5

wage e data show little change in the oceupational stractizre, al tbioiJ.l'A

j pe ntage increase for journeymen in the building trades ues i;.tUJAh-

greater then for helpers ad 'laborers.

1,9 93 38:a'eere was a greater tendency toiward contraction of di-2 et

t> Vithan In the l920's. A exeeption is the NICE data, showi4g con'tanrt

dki "ferexi~als for the period 19334i936. In BS data, in only oin^>e ciX of

13 industries did the pread. tend to widen. "Sveated" tint-res e r171-*

a ;veate.r contraction than others. AccorTding to the union date,the, -144;

ree . e arowing for the Muiling tradee but no change for pr:ffAkii>

Peficdlte of Contraction:

19WC) 19?2 Six out of the eight indutries in the BL$ data periencod a

iXdenr.n; o, the vage structtxe. The greatest widening occurred iC -v.-

tTrt;,VP h had contracted the most during the 1911..-192C boom, notabl-,

.tluttoxr, cotton, woolen and imrested goods. But the expansion was not. !n

any cas- safficient to effect a return to the 1914 pattern. One .nit

qoot1 and shoe, experienced a. continuous narrowing. Similar resw1ts wre

obf~aInet ficoM the NICB data.

.9W841932: During the great depression, none of the 16 Iadustries . xn tAe

P1,5 surveys experiewed a defite widening. In fact., in hosiery., ;soiw

zarc;of iron and steel, in auto mnufacturing, in silk and rayon goods,

ni voolens and worateds, the upper half of male earners received

reductions mre than 5 percentage points greater than the lover halt,



.>d.(? ga. . t>Coroborate this evidence to H ome extent: iL a-.x

4;ioes~s t'kAlld workers' ea Wngs fell maze than the skwilled n-d

iz;>^t-'es, their earnings fell less than tht of the unskillesd.

1 diea^> waeWs of laborers and helpers fell a little tore (en ,l,,

2 p.rcenagAs- points) than journeymen, similarly, in book and. ,jA

tbe lowr paid workers had a greater decline. than the higher pt2dAd ic.

,nstpapers, the decline was about the saa ftr 'both groups

Iasis of Eiueirical Evidene es

na2, a roxgh appmximtion of cyclical wage variations. A few indua

Tfs^.",cw the del,, notably, furniture, rubber, leather tanning, and 1 ih

Cthzlte c i,,her *and, agricultural implements, foundries and riloads .n&n-

ta2,ne co('nstant structures except in eriods of shar inflatiowrt B.3 At

nnve,- industries there seemed. to be no logical pattern for cel.. a1

1r( L occupational differentialns

1'1-1 general, cyclical AmeAtions In occupational differentia'La mib?.

~xXo ~art-.oyer and union wage policies (especially alter 1933), the . y

rne;Dth of each party during tbe different periods, and the il nec.

the go ertrxnt. Eployer poliiecs, to the extent that they dpe-pq.id ce

suy:iy wid demnd factors, would wrk to reinforce the conventional .'d-A'-

Itt policies baed on Job evaluation schenes would tend to keep tb- sl

totr.' cowtasnt. Frthero re, notions of equity might operate to prc.treni"

w+,-es of -t=Ulled from being cut because they are so low alreatd Ci.

tlhv-.-c>er hand, low wges may be cut more than those of skilled wores A

v-ez- to compensate thie latter for any leging during the prev.ious

sten.. Unihon wage policies depend upon the type of union: induntr-al

jnlous ace likely to narrow the structure vhile craft unions fevire *v



trad- >-gq- ow Their effectivsruess is likey to be. greatr'

of e ntaon than depresalon. CvernImn' action thrugh *the 71,½Oiox^a-i

He~o'erAAdministration for-;ed i!,~ narr Slg of di±erentnLes,ct. -

NPA u& detl&ered nconstitutional., ditferentials Ui.ended to eapend itys,-

Furtber nea rowing came in the latze 1930' a With the pnss!ge o-"l* a..;tlix'sc' ,ige

LpxAalttaoc. he govermentr. policies vhich strengthened the trd'-1

ai thic. ziustrial ones in partinlasr, helped to compreas wage st-ci.-4I, .

n %be. stbsense of these factors., the volume of unemplott ent in the .

depression might have resulted it vridening of dIffemrntials.

The Tren in ational DXfferentilals. Ttee has beer a o.m-,

t:e-e toward narrowing of the vage structure butt.h e ent and t;<

of It have been exagerated by Oter and Lebergott The oceuplonri.?;

J.C. Pt 1rdustry stCdies were ranbed by W rates for 1914 or^ 1.r~2 -.1

1940. sThea the. thrds and the halves vere coeared little changeA

found to have oceured In the order of occupations The occuptionsr.

sp<tcae ws nearly constant up to 1939 in book and job printing.,c.d
and railroads. Differeials widened in hosiery and for erK

ae$men, but na rowed considerab1y for boot and shoe, cotton goca, l If, s

of iron and steel, the building trades, and narrowed slghtLy -in :.

vehic lea The factors accountix. for this trend tr ch&Aefly the I4'e

sp~rlt Ien he U.S, combined with a higher average level of educationt

po;siebl i labor-saving machinery end the subdivision of labor. 1oret, '-i.

act, to widen the structure or prevent It from narrowing are the grea'v:-

supply of unskilled labor relative to skilled, craft labor union p) A&

anO5 employer policies baed on the desire to mintain efficiency, inc\

tivs1 and morale.



~.~~X ~xp~.tiona age Diff,,,rerviau!L3,907-14947" -.n ___nthly- 14b~)

;Sb4~s (',-;csiders two aspect of. relationships, a crostsectiori r

t or.aiff eidferentials by occupation and the long-ruz chuwges inr tL

Y'or S1 industry, all available occupational rate data werccs ,;

n: percera.!gro of selected unsilled Jcbs, ite., janitors and/orhazi C: rs

?)Or the rece:nt years and catnn labor for earlier years Occupations wz:-*

broadly gxvuped into three classes, regardless of Industry: skilled, e.'ol

and Fo?r each skill group, ths median and interquartile run c

dltttze-ntC.its3 were ca.lculated.

:Bic datu were collected for 1907, 1919,, 1931-32, i937k-40, l94S5-,

aLtfough wt oin a strictly unifonm basis.

Results-ECra)ss-Section Dwb*a

'he industries which employed unskilled labor under unpleasant cM o

eonditions, or had no highly sktlJed jobs, showed a narrow spread between21:

skiLked and unskilled less than 15 per cent. These were: meac2 can l.wab,br

goods, soap and glycerin, leather tanning, and copper alloying, rolig wti

A1rawing. Industries with high skill needs and psant conditions 12cr -,.:.2r. Xedl

workers exhlbited wider skil differentials. These were the tool =d dle-s^.'~s

hoisersy- n. gazments Where incentive earnings were prevalent aneng scsi- 2

vor5ere, their earnings might be as hi or higher then skilled tine ra.

In thee caea pressures migtt bi generated to matin sme kind of a :

lmdustries located in the Sour;h generally showed wider rate spreads tbea



tOber

TABIZ 1

Rebutionshp of rn s of skilled, e=iskilled- and unaki11ed

occupations in rturing, 19'6J47. Averar earnig &

janItors and h idtruckers 100.

Occupation Median Interquartile R~L

biUed 1.55 145-170
SmiskilAed it 135 125-125

B ~~~U5j .10-125
Madkilled A 115 105-120
XJuski11eti 73 100 95-105



TMIAiE 2

2elati~orJaip betvtoeen eanings of skilled and un*Lled ocepetiom1

in m afturing for selected pericods.

Werage earnings for um*111ed occireption - 100

Median and Intbrquartile Penge.

United States Nortbeat

i3o-nt, 2a0 173-k5
150-225 165 150-235
160-22 175 155-23.5
150-190 n.e. n.a.
1-45-170 .155 135-175

Region
South Middle Weast -p ax zy

215 195-235 190 170-2 IS 5 16
195 175-230 175 1k5-235 o.17 u
190 165-235 170 150-215 30.CI th-
1na7 n.150-a.19 150 i.no&6 j)l5
l7Co i~o-195 15o 1o-3-65 l.....:5f..4)¢

I¢ iinot awdla;J.le

Yesx

[ ..r5

65
.53o5

.$391.8-19 7

1931-32 2
137,q,..? I
J 3-4,

s *



ethel hn:za Uct-ween ski,J.ed and .me snrge wam e-;z , -f

W£3t %/. i Kf-'-.TerentiAFT seemed to be Jaiflueneed by t6e degre-e of Atn6u-,"-trJ, -.,^

In ewh .g:c. and by supp]y and d&mnmnd pressures ,-fr unlIULLed 2abo-,

South.> rates were not much lower tbar in some northern re;ioe- It I',,e

the >1:skJi]1ed rates which were below the rest of the country.

AncJl is of the Trend

I'A-l"ski* l rates were about double to*se of unskilled nc

3.94y7., tbvey were oiry about one balf as large. AU regions epriener ah

narowing 7hough sme narrowed more than others The periods in wlich ttx.':r,

deel 'nirei oecurred were- 1907T1919 and 1940.14T,. The decline was:nct a O- ;5

therr wes scme widening of the stracture in 19Th33P Additional dc.,i c.)nn>n

rates, In the building trades also exhibited a, lotg-"w decline in .

li:Pfferentia-ls fro an index of 305 in 1907 to 143 in .19V7. The trer; O1d3C2.

in the buJAiing trades data is sigaificant because bargainingr is ge remn-ISt

on an individual ert' basis. Hence, there is less opportunity to Ie cwm~ 2: ct

with the general structure of wages, and the trend must reflect importat'

at Vorkt

hao-sl'ris of'* tJ.Ical ovemnts

n genearal, differentials narrowed during periods of expand.-I.pM-,

and w;ijd.ned during periods of recession. ?rc 190T1914, the difffe'nettav

widened from 85- 99 per cent. Prm 1916 to 1920, they nwrrowed to GSq rIt-r
cents. nsd then widened again to C) per cent in 1923 where the st.,re2 4rv#;.
the srest of the decade. The differentials adt an accelerated race

&irlag World War 3T and finally reached 43 per cent in 1947. The chv.;es

in the diffexintials seemed to be the reailt of the grea.ter sensitivIi .ty ot

0t~e.



uilL. -1ed reters rath th-1an morm ents o't skIlied wnes An index ot

Wag~x rater,; sho)wed that between Octoher 19L.3 and April 179, ALkIClcci a

oILy 27."pe' cent whereas unskilled rates rose 35.T p-r cent. Th e

M/M.X evidernt un mxost of the regions, tcove.ixent of snisiLed rates

f..11 betweer the ski~led and unskilled, slightly c tse:t the imzkIhtI ..

,C)c-a-si].onely Changing by more than the unskilled,

A £ote on Absolute Differentials

Absolmute dC'Uferentials did not alwas move in the same direct Lon sz

xrelative ierenials For e in the building 'trades between "v9')Y dn.

atvsolute d.IfThre'tals rose while percentage di~fferenti.l were dec_:.LUcr, g

the tperio's of the first World War and immediately after., absolute UfI'e .

:-ase rapidly4 while relative differential declined. Agan, betveen L93&8,

3azonlute ci.iferentials were constant whereas relative differnces fell

Differsenes JIn movements of the two measures can be explaned as foliowu-10-s

ino.fto m cents per hour increases ae given e.U workers, absoluze diff..re .z I

rjmainmconstaat and percentage differetials decline. if uniform zE !'e.' f

increases are granted el workers, relative differentials remain cormsato t

while abOlute differences increase. YX the incrase -In skilled toles is

tan in u?.Akilled rates in cents per hour but is leas in percentage te czs,*ets

the relative differentials narrow while the absolute differentials are ineree.an:.

rote onYfect of Rig Prices

lMising prices change the value of cents per hbou differentiai i. t'ttsdiVs

differentials my have tobe largerduring periods of inflation th.. iSstian

periods in or-dr to induce people to acquir skiUs and training.



Earl E. Muntzs "Te Decdline in Wag Differentials Based on EitiL. tin
Un.ted States." Internationat Labor Review5, June, 1955.,

mntz reviews the data presented by Ober shoving the deccAL-m :.

the 'elative vege differentials betvme skilled and unslkilled mr1~erox,

and betwen joureymen and laborers and helpers In the bulding trvde.

In less than half a century, the differential ha declined fTim I75 to

:137

I. M fi ofac uted r las. The percentaea A.f

pupils of high school age enrolled in public and private schools hes 8shovr

c edttstantia1 increase:

1889 - T per cent
1899 11 per cent
1909 15 per cent
1919 - 32 per cent
1929 51 per cent
1939 - 73 per cent
1919 - 77 per cent

fthe proportion of new entrants to the labor force with hl,-4h ochool

diploma has also increased:

1929 29 per cent
1939 51 per eent

The proportion of persons of college age (18-21) vho are enrA.I2M.

in college has also rise:

1899 - 4 per cent
1949 - 19 per cent

Mere has also been a shift In euphasis from academic to vocett.x

education. In 1910, the proportion of students studylng home economics

was 3.8 per eent; of those studying agriclture., I.7 per cent. lb.)
these ratios bad increasd to 6.7 per cet and 24.2 per cent respectively,

The proportion of students enrolled In industrial courses in 1949 was



E4, '3 C ' 2e 41 11g) Ti*cl.

Ced, iY 1)(22 to. &'37 play (Sa 'Iso929.'. i b

~''h 1'I:chatdzaiuton c oll tw'uO and the thtft -nkiVx

Thzu +) vx . *vJ:>Ktxuu~p~ws the enzo11r'lc~lm m;. .- cni ,a i ourses ha~s .ti&~elcor.i.s

patvr < Un iL922 to 22r5 per a, !. otMe thejemrol3i~Airi

ta.rA .c-c3.$e-2eDlvs tal1)enfl

An' tt.O9-rwa:l" r of th'Eisi.i Jne.wX.l-E.Pxi i.~-.e f~o'low iv .:

19li{,,<7 ; 2 .-.jnd:.4i e~ftates providedi. £ rtocaational education; in 3 9A

418 madte these provisions, Ix.rthenmore, tere Is incramsevrd r

oa EL ls; 3eh.b1s and indimtries haaW3 vc-'ked together in aopa t

tt'1f~iJx'.. grotp3imsx Schools ha,", i'Jitablihed ppnte Iehip p 'tP sA

_E adit t tinu.ton.adu aesr,d vocational gidance cTifs-

1citieve'. althaughi publie jdatlo-o has been compulqcry ic.xor bot,!

,ri3, 4 fcnale., there ii£ still a.%be diifferentta. based on o;

&P'ec+s of0EducBation: T genera eucation for all_aa ';c

a o of xeaV&t adiaptab-ty(.. Oxily Ea.' highly slkill.e6. i%>-.t)s

2.-l ; or:3.d- o±'sof eli.tlrr Tdi~e nskilled get about, 1

~t.1~va 2 as t'he skz.tiled and h4vi,iIe ai aspirations±f'or a high wtao.v^

rv i the u fts1n exp^lat-Son ±for the narowP g

3 uIsrationl Bfar ord War I., the supply of ii rantiz n

.-be BotrLtnyern end eastern parts of Enrope prov;oidrd abuiant srppliet of

. . i3abo0a's, thereby t-elr <wi" widen the diffemevt&al t'.etnsb .tve.

andsndF1 ~d Jworke.rea. ;ithe 1ligsr.e~tron laia Subs)fequentl;y reduce. the

1 1sc,' -anilled wo3rkeS.3 ^



--Le NegGr Labor For:c Ju3 ; ae r icc'4o J:urrAt~,,

t.._.6.e-eltixaz against the immigptr labo ors in the early pa't o-
cem*,xy. .so there has been ip discri rut.-;ion agipnst the ILegrwro~I>:

fto moved Into industry in the 1*92Q arvau 1930's. The great; d&m-naM. fo

and reduced supply of unskil3led oxbur haba tended to produce eWeLity ;i

mgea (for the amne work), at least on the local level. Indust2-ia2 ardcms

.dm.tted aro members in order io prevezt wvge cutting and are asfwd to

.,reat 'LI workers equally, vithoit. megard to color.

4, The oe Of zed Labor. Craft unions generally try to

iainttin ox v-der the skill differentialea, whereas industrial unions rv

e e6x-c-ed 1-o narrow them. e crt;.ofUin prov hJ ck. ereizt

.Lfl Xo4 bao2.7ate increases tend to arrovw relative differentials. Organ.

ced Labor has been a chief slxjporte2 of public efteation, so that hLto
indirectly helped to reduce okill differentials.

5. The Roie of Industa, 1e role of industry in meintain

ctiferentials baw nt been so great as ie usually thought. Itrapian'

nud Axdustry tr ng progrm, support of higher education by industty

scholarship fwndz, cooperative training schemes) hwe helped to create

,A highly mobile and ble labor force dich in turn has helped to

rduce skill differentials.

6i Thie Role of the PRiblv- Authorities. There has been rn:sp.

P-1J4ic policy, biut the by-produa.ta of nu.roms po)icies have wo~rke'z to.m"

reducing wage differentials. The Walh-.Hea3ey Act has helped to reduce

iffreitials by .eulring that all workers on government contractt,

receive the prevailing wage rate, regardless of differences based on tre

fsj.e of plant or zomAity. (tt has also helped to reduce regional a.



tntez:7-n ~ustry differerxtials. ) 'abe minImum ve Ihw have tei dei-uw to hav,Vr;

a wrx-'ecrng effect on wade dlWferentiaia by raising -che byv vas>;'io

tffect-Ing the higher va~ps. Tat-Hlartley Law requirements of P1r'eprr

serit&on of menmers IY unions has helped to elimnate differentiaJs base-t

on socio-ethnie differences. The-War Labor Boards generally adhered to

the equal vrk, equal y doctri.eo UrtetrMea, their rulings on cost-

of living aJustwuts helped to reduce e diffeentials, betwieen skflled

and unski2lled workre.



Roberlt (C.arnle, "A Century o- o iffere tlpes in VAuirju-
Rariev o-I Economics ainS'',-atistics, Argtst,; 1962.

There were tw defecis in Ober' s study on occapational w>*;c t-

entials 'the lack of continuous data and the absence of detta Tehfo^> ,e0,.<

The Xesultant extrapolations are therefore questionable, This studyy

based on the payroll recoxds of the McCormick Works the Chicago

of the International Harvester Co., which provided continuous date fTrom

1858-4959,.

The berK en data on manufacturing shoved a lng-er'zn de&.ir~:'

in the ratio of W s of skilled to comon labor rates:

1907
1915-19 175
1931_32 i80
1937-40 65
1945-47 155
1952-53 13

This decline has often been exp"aiwd by the underdeveloped country

iypothesis: in the early states of imdustrialization, coron labor t1e

plentifyl while skilled labor is rre. As industrialization and eduea-

tion proceed, the supply of skilled labor becomes more plentiful m~letivit

to unskilled labor. Hence the premium paid for skilled workers is

reduced.

Ozane challengs this hypothesis and the notion that differen-

tials have declin over the long rmn. A chart oa the McCormick datn

s9ova graphically that there has been no long-run decline. The large

iifferertil.L in 1907 in the Ober data appears here to be only one peak

in a recurring series of rising and falli differentials rather then

evidence of higher differentials in the past. Other data for the 19th

centuay also indicate that she United States did not experience the ix3!Ak



-A:t..

1.as-. attributed to und IOXielod COuft.K8-

Occ-upatioml Wage DiSfferentisls in Manfturing
aased on Data from hree Govenm;nt We Srv'eys

Ratio of skilled to comn labor dages

I 'II
U-S Dept. of uletin i8
Labor Western Eastern Aldrich T*_,eks

Year Cities Cities Peport Report

1860 0 . b b i' 169 f57
i865 io68 169
187,0 161 154 1*76 J172
1875 160 1571 179 172
188 174 1i81 173 171
i885 172 16i 70
1890 169 168 170

Seveal special chaxacteristics of the Amrican experience,,&i

do not appl to the dewvlopng countries today, raise some doubt tIht :_

can be regarded as a typical case: (a) he U.S. had mre tim to torain

workers9 industrialization in the last century being slower paced l~ee:

to for the countries industrializing now. (b) The abuace of chdew

lani on the Anrican contient provided alternative uses for common labox

so that there va never a surplus as in Efxrpe in the past and the u:nse-

developed countries today. (c) Before 1890, iigration into the U

ewavom the more advanced countries of northern Europe, and there may

nav* actually been a surplus of skilled labor.

Effects of Ion. There hare been atteopts to explain the

rrotg of direntils fter 1907 by the cessation of immigration

and -he resulting decrease In the supply of unskilled labor. But the.re

das been no shortage of eom n labor: rural-urban migration increase



-j

dti:e Cwupp- ea tht2 substitution of Madiniery for smiki±3e- lbor loxreK

the tat-d The McCormick date. in fact, show a widening off difP :

-@ tala, 21-.25- They also show a cox traction in 19,36-37, desp' -.es.

substaot.al suarplu of common labor in that year.

Wartime Inf'laions It is aQluvt axiomatic that lifferent'Cls.i-g

nanrow in inflations, although the underlying theory Is not clear In

tbe NeCormick plat, there was an initial narrowing in both the Civil

War and World War T, but on the other hand, a significant widening

occurred in World War II. The autowbile and steel vage chronologies

(aii) indicate the same phenomenon

clical Movements. The McCormick data also call into questtor

-the currently accepted pattern of creclical variation in differentialls;z

they show expanson in periodz of prosperity contraction in reo3a

sions, the reverse of the expected pattern. An explanation could be

ihat at the start of an upturn in activity, there is a surplus of

=nkilled workers and a shortage of skilled, since taining prgr

usually decline during a recession, this would account for the widenimn

during the expansion phase. In recessions, on the other hand, esployersf

ar reluctant to cut the wes of the lowest-paid workers, already near

the subsistence level.

The WrComicek pattern was not coupletely consistent, as the

o .1cvi.ng tabulation indicates.



Peritdr of (leange .in Periodc, of
Proaferit Litt Recession

18704873 aroia 1.8,58

In 1871)

187941882 'adead 1873-1879

1901SO.O7 videmd 189.3-14899

19M-1929 videned 1921-19M ao

1949-1957 n trend 1929-1933>

Effects of Unionization. Unions ean have substantial effects vr

vWg diffefrentials but these vary With the type of union. In the Coi

plazi, the craft mionso i.en they ee dominant, generally tended to

rider dii~erentials vheres the industrial rionstended to narrow th~a-

Conclusions Te periodic rises and falls in the Mc~o~ackdek

tial s axe only partly explained by traditional labor =mrket anlysia.,

During met of the period studied, there were ap1.e supplies of s1ll

and uwkilled labor. Under these onditions, occupational iage relation-

abips wre more influenced by -ixternal plant preasures, udions, orkers'

wotoenof equity., ratioml job evaluation semims

Becaue the data cover on4 one plant, they should be utiliz&ed t&

question existing theory rather than for dxaving firm conelusion, Hovever,

becaste the plan. is a large one, An at the hub of the DationsJ. transp.:)

tatioa system. its experience is suagestive,,

-1 * - 7?)' -,,,i t,



Wi sellis !Wage Diferenl''si.s '- Skill 192=-148, n Lketw ;
cccr , August, 3'949-

t-"he data used in this study were compiled by the National

dldustrial Conference Board in its rwnthly payroll statistics ceriec

fSee x1t9y19h9, for dAta on memnu and women½s wagec'
iti 2` nanufacturing industries froia l9201948 )

The unskilled wage rate increased by 132 per cent over this

twnty-:eight year period while the skilled rate increased by 128 cer

cent, TVhroughout this period the unskiled-skilled wage ratic avexnied

about 75 per cent with a range of 70?7 per cent to 783. per cent,

A comparison of weekly earnings showed substantially thme sta

result, Daring Wartime skilled weekly earnings rose sharply in corftras

to the modest ains registered by unskilled workers This was a reeub

of an uneven distribution of overtime and incentive wage plans

Jyanai--s of the effects of theWa

The var period saw a large increase -i the size of the ;ai;14 l

group relative to the skillled and unskilled Groups. The pereentage n."

urtskilLe-Id workers twng men had been declining from 1922, when it -J,;

2?- per cent to 19t4&, when it fell to 18 per cent, This trend was dur-3

to technological advances eliminating unskilled jobs, but also to the

ciraAtmg of noncesential worlkrs during the war asn their replacenent

by women, The number of highly skilled jobs contracted during the wuar

because of changes in the production process which enabled semiskilled



TJA3LEF I

'Wage Pates Pr Ibur Aid to rkilled and
Skilled Ale 1,brkers, 1.920-1948

Year Skilled Unskilled

1920 $ ,687 $ .529

1933 V .Av01

19)L8 I 25 0`7to?227



kiOt.- ' to 'c er-forrn the necessaxy ork,, The net ieecu. thate,

ess thus to increase tbe size'e the wsk 1c6e,dsr_;grou

of essential war industries showed a relative epan-sion of ur -

workes .; On the other band, the soft goods manufacturing industr1t

reported sharp increases in thea6 relative nunbers of commn and xuioki ed

Ia-bor, reflecting the flow of skilled labor to the vital war dtr}

After V74 day,* the interinducstry shifts reversed somuwhat, with the

unskilled workers returning alnost to thefir prewar proportions of txhe

lAbor force, Tn January 1939 the proportion of unskilled productcvne

workers in manufacturing industriw as 18.6 per cent; in 4ily.II4c
17?0 per cent; in September 1945, 17.,7 per cent; &ly 19h8,, IB.J, pcer



v ,wWt)ltFOUI-na of PrA. j ~t)(;Wal Ecr tee em;be 3, ri_90<

M~dyas ata composite 3janyple o" 14" occ1upations A., 317) a

$ ASteal dwata from the 3ureau of Lsbor Statiatics, the Lnt~erstat Oe£ x

On- a Et- National LridustrialJ Conference Board - c .a

.: gjes of othe'- Studies that relative skill differentials have beer

reevsS Jie butlding an.3 prj Ut.rAg trades andirailrad occupattons

.szi re;ttor the rojor part. of the swrple Two dates were chcsen for

.ot?).fI'.on. L90_' and 1956 becatme of their comrparabIl~iPy in L<'i a

ycica~.i phases (Peat years), Where d.t&;.a for these scecifte y P-xr

t'---+.sible, nformation for 3,907, 1910, 9133, 19151 san 1945--1

;ra~ Sacceptable and a&lusted to the appropriate year, t£-

tU-e- dal3e for the e2.ly aid later periods rei3peetively.LtE1.i

tbe azrrage hourly earningsror all manufacturing inds3tries. Let -' b

whe oGcavatiora2 wage rate. Then compute W/'I for t and t2 for each

occu(e.;lon. Then estimate the 103 and 1956 values ror each occupation

1r the rFollowing formlas:

tg, =-k/J)92 log (wI,/i - tl-1903/½2-tt) x log (W/At)

g (W/i)196 log (W/I) + (l956tt2/t2 1; x log (W/i)½

fie Ul v

I There vas little chge In the rarnkngs betwen 1903 axv K.~

'S09 However,, giving qua. weight to all occpations, the cce*:f8-



.i Te dt e !,,..) the lbVJ t.,.tvw r peIA-' t

29L'; i956 PFeentage ia.z

1SYDj3t V&56 weights for
_ielr repesctive years r.5I *234 -54.6
-y9I wz gti5 for both

r 15 °341

.,;b leghts for both
369 34 -36 6

A1Ktbongh Zhe rvgajJtiwus wy3 the three irethods indicate lon ir01a.r d

2 'i order to avid possible distortion tecause of the a

=,i'e.>r . obserrateions in the predominantly high-lpid union bu 1idis

xe arl rilroad occupatio. en additional cowputation was rimr

ex.'1L.T;i themn. Siere were se differences in the magnitude ol

bM- cthey were consistentlr in the same direction.

3 The data were enslyTed by region- again, considerable confrac-

s.on ->,. the wagstructure occurred except in the Sourth. for which Le

,3ple was very small

AA rough test was made for each of the industries in the .2

?arLp~e wich included at least five occupations. Substantial rrm.v-^.

rnu-e-1 taIa.l but two industries, with the coefticients of v1aiz ...

Ae-A~ling from 27 to as muh as 775 per cent-

Three other tiests were made (a) MCB data for 20tndutt.

S-CAU dedlite in the coe. i*eent of variation of 23 pet cent tr

h (b) Data for production workers In 44 induistries were anaiy'ed_
>t0-4!`''1 sn al:.tempt mide to elinanate the influence of varylng prP&OzD1oMu Of



4 -J-,Ac- in t~he wuinple, but nev-,rtbhe)esa, thaey - corsisteio de<. }>si

of rarnc ce.nt the utiveighted coefftcient forx mas a-d fema.e ct-oeb--S

40 rr cent of meies alone. In the veigited caefficienta the dec1'cne °-

;26 t 25 5 per cent respectively. (c) The >ast teat showed a pr&,en(;irzeA4

'£ro-.1rig of dftierences between academic salarie.s axd average anma.3

eaz~nga in ovinlufacturi!1g',

Ratios of Salaries in Selected Ack-demie Occapatiom
to Average Wages In Manufactur1ng (por cent,)

__5(tw ,L,90j 1953

Utniversity presidents 776 407
Professors 36i 173
Amwsiate professors 27' 138
Assistant piofessors 235 114
Tasthrctors 144 91
Bigh school principals
(in cities over 500000) 64L 6

Jigh school teachers
-Lu cities over 500,0O0) M8 136

Y1.ituntary school teachers
i" tm cities aver 500,O) 158 119

1. nJ

of

Crauses. Wny have occxpstional differenti& s xnarrowd, .9OS

Acst1 s are e ed. d e ences in the age sex, racia e'CcoxzpozF'

e labor force over tim!; unionization; iligratl.on; eftia'At on.

Thsaiges in the age of the vorking force appeared to hevtx h7,

on differentials becase thas median rage of the groups tlasifir.4

by 50.1I increased in about ttx:e saw proport4ons.

Tbe data alrea4r indicted that sex did not have a substant-.lal

c1Th-> 4o eoeftclenta off varia'oW.C An estiaate of what the & '4,

dinnsestionx &Kagainst Negroes tjight amout to, indicated that IL.@ !i,-

"the proprtion of Negroes' to ohite s,welsad .r~isaen from 25 per r.



75 .c-- t-ent fiom -1.10 to 10'iD)Q. Uvhth t ci't tS c, td ' elP.','.-,&.1 z"

a ie hne of' oay 5 per cent

Inons cout3A have tio e1ffects on vagdiffere.ti~s .

. In the intraixiustry wage strt:ctum,, or Varough their Af.f^Jn

-iteri-ustry differentials. A ramking of induet-Aes by coegfb

Tarifitlon an degree of union organiatin showed little corre1&tlcc.

alto seemed to be little relation between eiinges in the degree oxt v%-

iatlon over the 53-year period and 'the narrowing of the Ciffremntira

bet-en industries, Vaen the 17 ir.ustries In thfe original :,amPleI.

separated into four groqps acmc-cding to the chngeo ti undonizatior-,,,
;ne gro lxdugtries less than 60 per cent organized in 1903_, , - ;'

per' oet orgaeized in 1956 -- increased its average aZgsntf,> 'antsy,

relat-e to the entire sanple. The Lncrease was a per cert, in t~ne

unweighted and 6 per cent in the weighted averaged

*I.tbtougi itt Is likely that the practical ce8astion of iw. grS* j.on

led to;sfome decline in the occupational differentials -- since the 3upp-(y

of unskilled workers was affected mre than the supply of skilled>-- At

Is dif.ftult to measure this factor.

Yncreased education and raivning over the period studied wexy

considered to have had a substantial effect on the narrowing off ekld i

:I; ite~t ~ia& Some evidence was found in Lbe relatively higher- w s

p&W appreztices and the Shorter training periods found necesssry tv,

195i) t than in the early years. Lower costs of training skilled workt,

t-v.bt-utable to their increa-ied years of scholing beforetv aiing1,r '2z

exnage part of the change In the sk.illed-usklled differe-'Teal.



J. r~ axW 4 s gsf~prt),n,*MZ,,V}2-7fC2proi t ~i~o 't-iae and Price4t., ¶
;3g~eiets~t~iot - i >er, J .2. of ,t~r~nois,, -.,t of

yareD Capron' e z-iace points: " a) tee Shv

artsi S utL<T~ic persoxinel as beener xaiSated, part1y ct Ccause

bem. c:c1ear ex co<wstjisent de.fiiwitloni of t@he tem tr shortae's

th-;->IIgesthere have been do not refCleet iipereftionsz i.-,a

.I ~o~ On the contrar'y, they axe -what a dy nwic interpreateti

svJ.i.e <ts ~J an. deni'tmx aeory rovlAT si.gest_

'hejiaqc mt retat'on of 3e,eSu : _and Dermand A1;.a43

SuppV, ?O*d, ;RMSI -e eul oy as, the eril result of a procers :{: .'

ments fning vhidh tinre Supply does, not equal delma&,d. Rhea Su Ly$

lees iVl'a demand prices will -,r s until thze two are Mid eaueA) k

lt we cf~c asmsui that the two oseledules are stable. sipply ca!re,;:i.

;esa them demand orly temporar.Ixy and the shortzge irl. disppe,,m-.

p r i, tpuProaches its eqtdliba'iu-c vle Bvx, :AX the demand curi: r

tv adfly8bw fting Cupw.6, the shortag will contirue to persial,; r '.t

on ~4Uovontitue to rise vii.iotit -oenedbixg it5 e .ibriumx val-tie

mat; for enginaers and scie>t-1tsts sJrllce 1950 appears to have eo 9

in I cb the demand curve waee not. stable axA.d,, theretore, the shattL4ce.

&creqcatcd to be pexsistent;

A Moxel of DymTni Shoi:tvyes and Prit-e Rises. 1While te-th .

is there are 'w;y jurice's beini}n paid for t.ie ;

e-f ce>;esi -YcUO-Wever, ttie averi4e price vill rise as long as denaz

; _ nXvp^ A+; ?.DJUs at a givera J!-'4hiU:h t,4z0t tt'o a3e'oga p'ice ;,

*,oYA rise instantane-ously becalwse of 1 he }following lage:

I TI takes time for a in divldual firm to recognize th at, ro '



1i-rryc" a*nd

kivfo1:Lei jobs) Vill Contine to exiat uzmtess it piWt a hlt-$jah4

attract the seeded suppjyO

2. Onae a decision is macic to ofier a h¶I'mher priceR, ltz

to g;e-tt the decision approved within the edmistrative k-ermarc -;

3 IIt tes time to hali<ule how may people Wil beb z\e:

t-I the> higher pricee

L t ta es time to firally issue the orders to hiTe mc-re i

5 EVen efter the fAirn 1Ures new vorkers., the tdiI;ry i2

yet 1.' im equilibrUM lbecause the workers alreey in the firm. ; i"It-1

be.; paid at the lower price, it the firm inmediately raises the .j.

sal.ries, the lag in the industry's justment will bex- decreased U

firm. -recognizes. however, that It will have to raise the ,ges af. tRLl

tegineers and scientis-.a performixg the sa,, work as the newly hixr1 (cne

meUba,e less reedy to bid gp the price it ±4s witllig to offe tos .gt

new ,1eronnel; this dbles the time '.hen the market -,i II reach o -

If, u- the o+,ther hand, the f'tm doea not raise thie ,?ages of it. e

emplo;es - for example.s t ' be a long-term cntat-st;

be a lag before these employees are awre of the demand2 condit. onua -:t.

Rae.K and force up their price by threatening to wou*rk for anotxer -

seeXly:g to increase its staff.

,De rate at whici the a'erage price will rise per unit oatf e

tovarda its equiiLibriun value will depend upon the excess of deukanOdve

supp2y.y It vily. be greater as the excess of demand is greater., and w'43

ceae to rise -when demand equals sirp3pl,, Or, expressed in tere otcfU,

shorta*e. thexre will be a chronic ehortage as long as demand eonti:'u' to

rise aed the magnitude of the shortage will depend upon the rate o



Ax7.l'svn" ' s"Prvn

i,- (. Yieraction spe-ed 1n ithe market (dcrzei as dt

t ;Ko the rate of price chte per unit of i t th:,*'

r a elas~ieit Of savpply a4r-, demasd. T.".he facto-'s ~ t

speeGi '4re descr.-bed above

Were Tiheye in. _e r-ent entltMaz"at? 1>:w

a-ailable epiuXical evidence, r.site all the tak about 8htrbgez. :t.

Qluitx* meagre lz 1953 the Dational Science Foundtion aakdoffti-.,d

1ar~g,, -OWi - a 'if they were ex-periencing a shortage of engin-ears -

scieivsatsts for research and development purposes liowever, no opE.'S7

de1"tnit.Qa of shortages was used If we can assume that the rsc&;

w~tA.L 2 -Jerstand shortWg to man unfilled vacancies at the s;av..: -

*,'rent, eziployees, then at least one-half the Lrm reporeca .-e

~-toble to Siim e 3oUM people to meet their needs, Howevet fxaN

iindustrj, aircraft, did all the ftes repori, sudlh a shortage.

, the chemical t2ustary by G. W. leste also shoved that some fijnns. :'za'

vacan- as at current salary levels

What reasons would lead one to supect that tVe shortages tb(1

.ger-seientist market were dynamic shortages and not market i=_e:r

Demmnd. It is common knowledge that demand increaseiL v2e

rapldly. In 3.951 thexe was an increase of 23.7 per cent in the tote

nmter f)f7 research and developmnt engineers and scientists.* Zhis inaveawt

*men dwe chiefly to the rise in government contracts because l5,547 out of

-.o,ac-e'a&s of " 7557 that yem" were under government contreat. Sdnc

there is also sone indication tbat military work is more coml:le.tI' dL -t h

''ndtrial wurk, the pressure demnd on suppl u b even g &:-c



Z- i>.l k r o

j:.atAcity of supply o e 'ei3s and scientlist is e,.4'

-io 1g sow1 in the shoxk run because of 122e tita neaded, for t;raims

(Owov ith lorng rm., although price wr oub'tWd2y has some inliuaen,nc .v

peeimy factors my a-so belW ortt enoug to keep the sexp)y Jo.t

The reaction speed Im this mrket can be expected to 'he L;itml

at, ltbe slower than tan conmodty markets, because ofth prevale

long-term ctracts, desire for Job security (of hIch academic teiv-2

As ,in em form), -the hetercgeneity of the uwket, which Blow5 d&'

thbe h-fimtsona ofinfoxex0 tion,3 #C( tecause of the doainance of a fei;.2.

vhbJ ; prevents saller firms from outbidding larger f ins or avorp 5.;.

arefte.ng the distribution of personnel. Renee, the ezistence of so

rid~ix agreements.

.Aternate Definitions ofS2B31ak and Stigler defta: d u

ahortp,; as existing if the relative price of engineers had :i.is&en They

fr.w however, that since 1929 the earnings of engineers had fallon

reatij to earnings of all vee earners and. also relative to other pie,

sicn. Hence, they concluded that,there was no long,-rw shortage of

engineers. Nevertheless, they did find that after the mtbreak of the

Korean War, there vas a minor increase in the relativne wages of enginee.-s;

Eeuse :lank Stigler were concered with long-ter supply, they di6

rnot Consider this increase ixportant. RHowver, tt may be signi~fiwc. ir

vew of the fact that the complaints about ,shortages did not begin wKt; 2

aVter the Korean Wa.r Further-re, even though the zwrket My, oqrek,,.

xn the -2wng rna, the possibility of dyrnaic shortages in the short. .

s not precluded.

M:ere my be cowplaints about shortWes because of the loaoe ise o&



Ato~sc< 'e~Si CSP )n

6sloe$.Wn,'ers -and seiezxt ietl'b4 ; do a l t;Mw;X;;tE>t %thZ. a. W x

to txhaf~k: frpid technoiogb:& pzgsa.,, Toltrvr sectrity, etet e

:.es &hese paople are really say4ng there is rcrb enough demand. (iels

t;.ai about shorxiges in the senee that we eare not tiwning ouxt ais irvy

X~e3L e=i and scientists as the Soviet Unicn.Teer is still anotht2:-ev

p96G;;os t~y. i~aume employers who aseer. that a shortege edis.ts ar-.n.

.favi:. JA.] or abble to pay the biether price to prevent workers c

gcjqw>, .it orf)e lu=rative einpoysxri. oppotitiesw

orneiuscion. horteges -er* felt in the engir er -s\lent. et ?

bpeca,,nz d1emand rose verzy rapidly, erau ce:,taiuJ lags prevented4&the p:r*e

r) sing fast enough to reaes equilibru- While, the relative -A

ThrC sp-XEly function 1i the 'whWt run is unpleasant and the pxAce,

.Ded to restore equilibrium rnsy seem to be very large, It is on-r y

;,zKcQttng the marIet to react to the rising demand that it can e1. t

ianplyv ofP engineers and scieniA ts Jin the short run and cali. i. -.

the resed supp.y in the n-cng ew



NUathy Labor_?evotvY A~bveer,,951X

ij iwg have narrram-d r;- r a long period oi ys,2tw

4U~e t~en2dency had been to maintain ofrIn-evv

Apprcx.1, one-third of vV s.t1ea at1ao t1e f*nd D -K '^':il.

UW Zra ir;, in INXbxru,,Y 1953 f- st mwkwltkied d'I ere^iv*L .;

Thlemrxtn Iterest tri 4- oacCn dif:,vrentigas t ies led3w ,c ? br-,

uc;tnsldel-aKle excpawl'on of dltsa ro1JX- 'd puitlrsisa Lie DIP.

alyis dW.ed. thivs tizdy As~as folows.o~m ~ i~

c.~r-wngz of 4aI or ers as a b~t~(ICIO) andt eavj.!_T o i

~~&~ers~& cii~~a1ad a~~~ccra oft'that biunw, The basl,i f

Or con~iaxsoL &~M Vhe apxpropriate wen~n wi. rlioai, r

IisJAIe.-Ax i provided: by 2I uA `mtkkidle r1n& '4t>

3 1itboug' tber3e wW3;ccz&vir:;atiorn in detst}l e. d.-. .

OT'iiar otatble. Macindistr~ otonl p ne. nd

>&wLyave-ragger. som nht. ""-an otiher skidled v&les~

!,fc .rre.OAns for -thee 'lobs" 1i botvner 135-14A4.B jjzz

co-ti4ern, 1' hnaies, t~miii~.~i~ispipefittlers ant sheetytvtaI'f-

'ndetd -to gr'ourp betw*len `30 sa1 135 8nrt painteS?.r Medians

~tdir t~he I("-,43' Ang

t £o3he1U Jobeategarise artehyzed, thoa.se ?aA ro oi

~: gp'ar~od, shacn-med, -t.e Icavril vpeziatlon on- wa n-tracSty f"iNy,~' ~

Eo<loRa2L 1iI~t~er oes ¢n Ws i Thre-X. <e



c I aarc-t reglonal patterns, bxtvi se.r observations can be mde

i^erneWas in raizntenance vork in mnufacturing plants in sothern

ci~tes compared favorablyf vith prevailing levels in other cities. but

iusILtLled labor rates were substantially lover in the South. For example,

the dlfferentiata between electricians and janitors vas mcb greater In

the Souta although the regional variation in electricianl wages we uot

e-reat- Regi l differences in wage structure account in part for the

dispecston noted then city mdins are arrayed.

Tbhere was no observable regional pattern in the distribution of the

bi.@esvdiUerentials. Highest city i for machinists, mechanics.

am pairterm were fond in Atlanta. for enginer and sheetmetal workers

Nev, ork; while for tool and die mkers the highest city medians vere

ix Providence and St. Louis. In percentage tcns,, occupational wage

differentials tended to be narrowest In Providence, (Mleveland, and Buffalo,

ae chey -wre relatively narrow for certain skilled jobs in other areas.

Tie only matcring of regional ranges of city medis that d>d not show an

overlap is that between the South and the Par West.

'ti i Relatioaps Differences in wages

Vitte aae job vere generally greater among manufacturing establishm-nts

loected in the sam city th= among the med;ans of different cities. The

Iighest degree of uniformity in wage differentials occnrred in large

West C-oast cities and the lowest degree occurred in the South.

Stie ofp establishment, as measured ber total employment, did not

<Pear -to be a sigrtficait factor in the spreed of differentials between

iv-.Jed, nend urxkLll Jobs in a clt:

~terindi. x 'Variation in W&.;e Relationshia Since particular



ai£esjare often centers -fox, pua-tizu-elr industries, the regional pattern

Of' Occutitional differentials is infLuenced by iterindxstry differetials.

.iff'eences in industry medion wage relationships were found 4o be suibstan

LiafL5y greater than sxea differences. FTr six skilled mintenance and

nraaer plant Jobs, the highest median exceeded the lovest by more than

4u percentage points in all but the case of engineers. Thus the range

c. industry medians for each occupation vas greater then the range of

area uedians.

kW POt -aD"enja

Carpenters2171 44

Electricans 12.8 189 61

E&glneers, 129 i6o 31
Stationary

Mahin4.st 127 179 52

I-achancs 2L4 198

Painters 120 370 t iO

The occupational mediana were particalarly high In newspapers Pax!

w~lt Lq~uoars, but in other industries the occupational median rare:y

exceeded 150 per cent of the Janitor a 8was.

A hIgh proportion of the establishments studied were unionizedt

an employer negotietes vith several unions, each of which bargns

-a segent of the plant, work force, the pattern of occuatio-nl vage

I a'8i'ns3hmips well dffe r from sittvtions in which wage structure is

' lly dete-Mided, -i
a juste&, single nit.

There ..re som examples of mbstAntial. interplant dfreuta&ls,



particularly in malt liquors, newapaperi,, and drugs eand =adlia. Hovever,

m=V more industries shoved relatively slight iterplant differentials,

vLth the point spread of the middle range of the distribution often within

5 to 9 points. ethese included the large-plant industries (air.

craft, steel, m vking) wiih typically have formalized rate structures.

The develomt of new occupations, particularly semiskilled, that

Iollows the introduction of =as production techniques has led to increasing

complication in the wae structure as well as the narrowing of relative

dferentials. The ranges of wages for occupational grades overlap to an

increasing degree. Tn addition, the steps vithin each occupational cate-

gory tend to be of the same absolute size, sear five cents per hour. There-

fore, there are maller relative increases for ocations at the top of

the p.V scale.



-TAv P Knninen, 'Job Pey Differen-tials in Machinery Plants,' Mont
Labor Review Apri:L, 1954.

This study of wage relationships in a single., important industry

group, nonelectrical machinery manufacturing, is based on a survey con-

ducted by the Bureau of Labor Statistics during the winter of 1952-53,

F1r purposes of analysis, averge hourly earnings for male janitors paid

on a time basis were used as a base (100); wages for workers in other Jobs

wre converted to a percentage of the base.

Percentage differentials in pay between skilled and unskilled jobs

in the industry have narrowed substantially in the postwar period (to 1953),

TtiB occurred largely as a result of applying uniform cents-per-hour

increases

Median percentages for incentive workers exceeded 'those for time

workers In each job compared. However, incentive pay plan were used in

only a miority of the establishments surveyed. Women received lower pay

than men for those jobs in uhich they were Jointly employed. Among the

factors that mey influence this difterence are length of service or

experience, as well as minor differences in specific duties performed.

Comparison of aUl regions, except the South, indicated great

s~iilarity in wage structures, both In the percentage spread between pMy
leveis of skilled and unskilled jobs and the rank order of pay position,

Unski.Lled w rates in the South compare less favorably with those irn

-t&her mrgions than do skilled wage rates. Thus, the greater relative

ditferent-ials in the South are accounted for by this factor. Some of the

hlgbly skilled Southern workers earned as much or more than mny of their

ct'.rY'.t!>rpaxts in other regions. On the other hand, the region with the



Ir jet.ok, t

rirvo-west differentias between skUl.s ass the Far West All of the date

are presented in Table 1 below.
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i hese percentages show the relationship between straight-tim

am-age hourly earnings (excluding premium pa for overtime and nightork)
for selected plant occupations in ehiwery plants. In each establish-

rn!nt covered The average hourly earnings for time-rated mn Janitors were

u..3es, a base (100); average hourly earnings for time workers (hourly

rateqo or salaried) wa incenttwe workers (piecework or production bonus)

Ax., other occupations were converted to a percentage of that base.

2. lAbor markets studied have been grouped for this analysis as

followsNew, -Boston, Hartford,, Providence, Worcester; Middian

At'anticy--Buffalo, Neark-Jersey City, New York, Philadelphia, Pittsburh;

South--Atlanta, Baltimore, Chattanooga, Dallas, Houston, Tulsa; Middle

.Vest--Chsgo, ine4innti, Cleveland, Detroit., Indianapolis, Kansas City,

MUdvaukee, MinneApoltasSt. Paul, St. Louis; Far West--Denver, Los Angeles,

Lirtland. San anmciaco-OWLand, arA Seattle.

3. Number of eatablishments with inmative plims too svll to

j^awt;IR comparisons for other than time workers.

Number of establishments eMloying vorkers in the occa.pat-ional

*a~tego (and in the Janitor category) too small to Justify comparisors



Maffee; "The Earnais fi.0 -erential Between Alte Collar and
14ra;J. Occupations" Review of Economics and Statistics, February
1953 <

In 1939., aveiage white collaar earnings were 38 per cent greater

a average incme In the mann) oc-upation2 ($1.X and $830 respectivelr),

fore.rlier periods, althou& not so complete, show that the diffextvxn-1-Jc

.?,s been declining for 50 years. The trend is probably attribitable to

tbe increased eiplo~ment of women in -whlte colar work relative to other

occupations, and to the great nmber of high school graduates seeking wVite

col:Ur Jobs.

Does the 38 per cent excess represent a "real" difference Ir 1iages,

aecessAated by the extre skill involved? Or is it a "compnating'

difference (equnalizing the advantWgs and disadvantageas of the occupttL Coas )z

Relative Mortac of DternOmrts The. relevant deta.mnin-

'iints of differentials are of two -t;. pes., positive. nd negative: po stt

.taet-ors which tend to meke the &ifferentia larger - name in kind, lengt-.

of mployment, education, location, racial composition; and negative factors

sex and age composition of the two groups, unlonirsi, etc

I. Adjustments to the basic Census data were required to nake the

tncome fRigw.es ccoprable Workers with no incme, urpaid family workers,

and ltcome in kind vere the major technical problems here. The total eftec.

of Kaese adjustments was to redce tbe differential from 38 -to 2 per cent.

CorrecLted mueal income of *891 was then taken as a base for fiture cc>wputai;:cau.

Ae;fadjustents,)

1, Clericas. sales and kindmed workers in the Census classificaticr.
2. All otherl occupations, except agricultural, professim I-and sem'

;'re>88sain.> and. proprietors, nagers and officials.



2., Yhitz?. collar wrkers were employed longer hours (but probab.V

Jttoed more coffee breaks) and more weeks per year, than manual. The

Yfeme:nt.'.t for monY those workers who worked 12 months was 28 per cent,

_) percentage points less than the differential for all workers.

The .Typical white colla worker bad obtained three to four

ira. Wears uf schooling than the manual worker in 1940. No substeatial

t.:u costs were inwolved except the postponement of income fram employment.

)Fratiating a "riskiess" interest rate at 3-4 per cent (the rate of long

term U, S. Treasury bonds and the average life insurance earning rate),

E.unual average -white colr income would need to exceed manual income by

ta2 per cent to compensate for the postponement of employment.

4. Estimates of the effect of the size-of-city factor, using (ensus

-ond other data, were put at 1 to 6 per cent of manual incme because the

pportion of white workers in cities over 25,000 wan higher than

5. Average white collar income for white workers was estiZed at

$i,,180; for non-white, $472. The compaable figures for manual workers were

t;+6> and *40T7 The different proportions of nonwhites in the two occupationai

j,:%nps thus explained between 7 and 10 percentage points of the eni.ngs
I.ffCreUtea.0.

6. The larger proportion of women In white colar occupations and

substantialy larger average enings for men in both white collar and

'.amtL occupations combine to lower average earnings of all white collar

-or1era. Had there been no Wifference in sex composit.on of both groups,

toe &Lferent±&al would have been almost one third larger (about 12 per cent
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'T X-hite collar workers are concentrated more in the younger ae

The iiTeresace in ege diztributionrprobably lowered the differenti.sA

! 2 to 5 per cent of manual earnings.

8 Unionim probably increased manual incmes sligtly- over white

c~.arL4 at the most about 14 t 5 per cent oi the maua-l average. Miscellaxe-oux

etoresuach a £fringe benefits, taxes, etc., were of little account Vo 1939,
Besalts. The cmbination of factors above accamts for (~88 per

tent of the size of the differentials observed. Whatl other factors mIght

be responsible for the unaccounted portion?

1. Statistical errors. A multiple correlation might raise the

cexpliained variance,. but tests on pedre of variables shoved little corrclation

.t~iverz them, except for age and sex.

P, Sonpecuniary advntages. This i not likeelry to be a factor slace

-Ohite collar Jobs generally are more attractive and havN more status, *o

iae differential vomld not be needed.

3. Varasbility of incne The chance of obtaining very high inceas

,. Aither occupation is about equally anall, so that the differential iS

Zot likely to be accounted for by this factor.

4. The groups may be noncompetitive. Tbo-t Is, differentials In e8ro

ngae rmy be greater than necessary to empensate white colla workers.

5. (a) Are there any differences in the inate productivity of iLose

,jho choose white collar Jobs? There is no way to measure this fator' (b

.Th supply of white collar workers relative to the demand for them nevy

x;n low. Tining and education have been generally regar-ded as consurt;o



-wn0 -;k-\ ;is tahat tie. proper calcul1ation wes ot, made bythogty

,,,bInmi.gMt bve e~osidered accjuiring the sills for white eo1rdolvr-

,JHm I -tuhe ck. .of a, capital mrxket for thoe who wanted to borov to

eontizvi their education made it difficult even tor those who wanted to

acTq.-i.re be skIla. T.s is probably an important factor in etplaining

-.he stiz of the Lifterential between white collar and manual occauatiozWi



~; i. lirr]cnn 75e indetermiiateness of Vkges of Semi-;ski.lec Workerat'
Industrial and Iabor Relations IWview January, l953.

Raimon asserts that the concepts of "occupation" is irrelevant

when applied to semiskilled workers and that persistent wge diversity

can be explained only by the nature of the hiring process, Because of

h.s factor, the wages of semiskilled workers tend to show a greater

:range of differentials than either the wages of skilled or inskdlled

w.orkerz, Arcording to Paimon,, teclnological developmnt has resulted

in oreation of' a large group of semiskilled workers who are hired

on ',e, basis of speed, dexterity and adaptability, rather than on

sjectl'ic occupational training, skill, oe experience. These workers

are Ohroac-trized by their ability to shift from occupation to occup.tion

arnd .L'roia industry to industry because tehe great bulk of I;heir Ooccupa@:

tiAonzall training actually comos on the job, Thus when a semiskilled

sw.crk;r loses his job, he also loses his occupation and reverts to a

pool of general. factory labor. In addition, where firms have integrz.ted

wage structutes, and rates cannot be raised for Jobs where shortages

xIsrt -trithout, distorting all wage 1elationships , some kind of internal

pronotion system is usally developed to enable them to adjust their

sapniy of labor to their demands, Wider these circirastances, the

.i. t--safirr Job mwrket tends to have only limited rather than continuous

r;ion~a; w.th the external labor mrket, The points, of contact axe

4sivi~jJSy centered on the skilled and unskilled groups where hiring ts

¢ Ac:Cup3't4~ruial bt3i ¢rThe ser skilSrled jobs 'tenrd to be fill-ci
*-; zi -Kthinthe firm hence the rates on these jobs are less sabject



6rc -xormnpet-Itive ipressures, and tend to be less uniXorn than skille-Od

anyd unskilled rates,

The !iridence

The cross-industr7 studies, Tables I and 2, show that wage

CUEseer03onPIs generally greater Pfor the semiskilled groups than for the

skiJlled or unskilled. A similar test waS also made on occupational

Toups within one industry, the machinery industry; hable 3 shoi agai

that wage diversity is greatest for semiskllled workers,

Although the evidence is conzistent. with the ypothesis, there

nav be other factors whcth account for these relationships:

incentiv ewagses £ erences n formuas for incentive pay ray

seerly yield large and porsistent wage ±'fferentials and since incentive

schemes are more prevalent among semiskiled workers thai skilled and

unskill3d, this my be a vital factor. Ibwever, since Tables I and 2

reconstracted from wages paid on a time basiss the conclusio stilj3.

2:, Yhge discrirination. Different-ials ray be due to differences in

fthe pro-portions of womn or Negroes employed in the various occupatijoyj

,roups. The data in Tables 1 and 2 were computed by sex and the resualu

Waer not a-1ected by this factor.- Farthermre, racial factors would

2! YA*: seem to haI.ve W imortance sinoe most Negroesq Jobs are in the

.t-sik-Ilied category.

. abor turnover and wage progression. T'01re rate ranges exist for

2-)Iz srCIrns orc,- occuyationo with low turnover are l.kel;to have mre

; isrks near the LOp of the range at any point In time than frimr with
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TABEZ 1

fspersio of Straight Time r3 rniong Amng Skl,
Semiskilled, arnd Ikill3d 0oupations in Pnaturing.
Pdblic tRlit Trade, Maxno, and Services for Te Cities, 1951.
3bdox of dispersio e rangq(ued=i x 00

.Occupation :d

Skilled 10.1
Semiskied 22.3
Unsilled 21.9

TABLZ 2

Dllspersim of Straight Time Hma3.y Barninp for Skilled,
Semiskilled, and Uskilled Occupations in I m turing and
Nwnumfacturing Busd on Data for Ten Cities. 1951.

kdex of dispersion s errte rang/ dai x 100

Oacpation __x_.

All kdustries Iufactung alfaoturing
Sklled 11.1 12.7 14,49
Semiskilled 24.3 52435
skilled 21.24 18.6 22.8

TABLE 3

Ispersion of Straight Tim Hbur4y gil AMong Skilled,
Semiskilled, and Unskilled Oc(mpatios in the kchiner7
I mfacturinxg 3hdustry based on Data for Ten Cities in 195L.
Index of dispersion * interquartile range/ median loo

cbcupation zndex
SkdLUe lo.6
Semiskilled 14.9
Unskilled 30.2

gZ-11- :

3.
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high turnover. Since there are no turnover data, this test cannt, be

made, Howver, it is generally noted that. turnover rates are high among

unskilled workers, yet this group exhiblts greater wage uniformity than

the semiskilled group.

Collective bargaining. Fank correlations fomr degree of unionization

and degree of wage uniformity in all industries are zero for skilled

end unskilled workers but +,5 for seisklled workers. This result is

capatible with the hiring Pattern hypothesis: employers of semiskilled

labor are free to pay any rate within a broad range. For other groups,

e~q~loyers must face competition from other employers. The eame test

wa;s carried out fo. the Mechinery industry with similar results: the

rank correlation coefficient was -.1 for skilled and +.2 for unskilled

whereas the coefficient was +47 for semiskilled.

4--_



M4. Ro-thbaum and H. G. Ross,. "Two Views on Wage Differences: Iitraocaupational
Wage Diversity," Industrial and labor Relations Review, April l95k.

fothbaiu and Rosa challenge the mpothesis put forth by Rawn1 that

wage diversity is greater among smisilled occupations than skilled and unskilledc

FTage diversity miay arisew frm to sources: differences in the level of wages &aong

7irzms and the fims ability to mnipulate certain skill grps more than othersr

Ralmon considers only this latter source. Greater dispersion is more like],-; when

los are broadly defined tha when narrwly defined, and the jobs selected in

Rabon Is study d& not all have the awe degree of definabi1ity; hence, the

differencez in wage diversity reflect this factor. Rothbaum and Ross suggest

that we.l defined "key jobs" sbouM be selected, even if they are meria:lly less

important than the ill defined saiskilled jobs. They accept the length of

tralzing as a practical guide to the various skil levels but suggest an alternative

-z 1:einy mlore appropriate.

&ximon Eb-o.hba-uri G:u-D-id Ros:
t.Ukiled a few hours a few hours to one week.......~ . eCe e Lew days to a few weeX:N Olle southi tO one d . b v

..t.:n.t:) + ouY.' ;ve2ar ze-attcesh£tp niore than ne -rnd

According to the authors, Rainon's schem excluded ftx the seiiski.Lded

X3up a large part of the non-repetitive nachine operations and v. large psrt

of' offfice occupations.

The Jvidenceh: (a) Cross-infistry evidence. Using the same source

of data that Raimn used (Bureau of labor Statistics miunity Wage urveys)

but with a different, occupational sample, Rothbaum and Rosa show that ther

n- :z.igif'icant difference between -the wWe diversity of the skilled

em6z ceiskiled grups On the other hand, the



ki3JAl]?t aroup shows coasidembly greater dispersion than the other two.

i(See TabLe i.) Similarly, on a city by city ccgaparison, the unskilled dispersion

exceeds that of the skilled in all ten cities and exceeds the smiskilled in

n.ine of the cities. The cities in which the dispersion of skilled workers is

greater than that for semiskilled workers were about equal in number to the

'JAties in which the reverse was true. Since all of the skied and unskilled

Jobs are occupationlly hired, whereas two of three smis.klled jobs are not,

,he conclusion is that there is no relation between occupational hiring and size

cf dispersion.

(b) Intraindustry evidence: Again, using the sme data on the machinery

industry as Paimon did, but with a different occupational clasification, Bothbawa

ond Rloss show that semiskilled vwa do not have a greater diversity than wages

of other groups. (Se Table 2.) The standardizing influence of unionization was

rejected since similar resuts were obtained on the cross-industry study and.

n the office clerical study where unionization was not a major factor. Again,

there semed to be no consistent relatoip between occupational hiring and

wage diversity.

() Office workers evidence: The data (See Table 3) aain show no sigificant

d1iffervnees in the wage diversity of the three groups. However, there is considerable

variation within each group. No cosistent relationship between hiring patterns

aad wage disprson was observed.

Why did the cross-industry data show greater dispersion for unskilled wages

thanfir other groqps? Most likely, it Was due to the fact that these data

iweluded services and trade whereas the evidence from the office and machine

vas lisn .ted to b turing Trade and service sectors and characterized.



RoTthbaetrn an6d ROS3

by lare portions of womenad minority groups, hig turnor rates, eption

from feder nlmn wag lawsLad hig proportions of n enr tto the lbor

fbrce. ahe ftctors sgest that the u led vera dirsion in the cross-

industry stWd isessa cPosite of tO di ct p us wih yield

a high dispersion when joined.

The occupstional hiring cocp - tbt were genin m.kets exist,

competition wi reult In less divrity the vre ch ets o nt exist --

holds true onay uwder the ceteris ribus as o. Pthb and fsconcs d

that this asuu ti-on bha not been valid:

1. Taring periods of pnoperity, bottlecs ar 3 ly to occ in the

skilled maxkats, and competition vould re&ae diversity if ong forces

were not brough into play. Du h cnertig frces do exst and they

operate to rrow the teocut al ifer ls, which set t nAxAna

limits of teoccupatial divrsitV. Die suppy of sdtied wo amers be

Ince1ased by isklled rkers. T etitio woaud erebre

be shifted down the 4cc tiM WVs as MP are Op"Mwted. Opetition

fur smislled wo-rer would te opaste to r w e dispersion on this level.

Market pre res are flt most keenly at the lowest skil levels ause the e

ar al the lest income lees. Traig progs e steppd up during

periods of ex3MsO, and help to rel the s te of skilled workers,

preAtg further denin on this l l. strial niona tte b ining,

fat cost-of-living WIMsts als op-te to extend pressures to all skill

levels. =nce it is not isng to fied that diversity does net vary

greatly awng the diffeet skil graups.

2. lng-ICron declin in interc 1tio3 dals mean that leas

3
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aud leas variation is possible in the wages of semiskilled workers. Furthennore,

the use of job evaluation plans and of vage surveys also serv to translate

elfferential supply pressures into unifoxn wage increases.

3. Iaek of full employment, however, rednes competitive pressures

among employers to equalize wage rates. Hence, employers am lkely to bave a

geeat dial more discretion over their rates. Similarly, the decline in union

Oltrength would tend to decrease the equalizing pressures from this source. The

net result Is likely to be greater diversity among the unskilled groups than

among the skilled groups. Bowever, this thesis has not been tested empirieally,

" Indetermiinateness of Wages of Semiskilled Workers," Industrial
and Labor Relations Review., Jtwary 1953.



tU.:)-t i iori, "hiring Patterns ard Occupational Wage spersion. A
Rejoizder" Industrial and Labor flelatioas Review, Apreil )54.

Eathbaimi and Ross suggest that I dre-w erroneos conclusions because

the occupations chosen for analynis did not all have the same degree of

(1efinabi.lity in alL skill classes. Thir own choices, however, rested on

-;i*vhe- s oL personnel administrttors, trae association maas, and the

.Ae-. Such groups pursue wage uniformity out of equity considerations: equal

cay for equal work. Bwt my article was directed at awtber is -- the

re.]A-tion betveen hiring patterns and occupational we uniformity. Uniformity

i-- the result of market forces and competition, nt equity. Since nemiskillled

4orkers do wot have a market, we expected little uniformity. The skill eassu-

J.iiicatiioa was aot the crucial elment. Hence, the smple was selected aot on

i, bso~3 of skill content somuch as it was on the lkel-ihood of the job being

-ledti s an occupation. Rothbaum and Rose, by choosing only jobs tbat are wrl.

-Iefined, axe by this very process assurzng awvy the problem. They r& matc

tblose jobs whose wages are dispersed, bub -these are the ones we are trying to

Lplu.--iain- Key jobs can be key jobs only becase they ar the ones for which

cupati~onl smrkets are lely to exist.

The Intra-idust-t, (I
By choosing those occupations whose training periodsamr at least severJ

.nunthw snd for xoiclh employers wonld seek bpc$fic occupational experience fron

T-IX ayp9;ients, uniformity ccn be expected because these jobs am nearer ou-r

.f~:i-fl1 t or. f>f sll]Ued than semiskilled worexrs. In other wrds, Rothbaum and Bos,

v..rm d the conceptual relation 'ahich was being tested: the relation betweern

''c7,upS'ra''on xtket-as end wage diversity. Thren if the satistical tets were



frried out properly, without showing, the relationship, the hypothesis itself

-s nit) :Usprovedi since there may very well have been offsetting factors. T

.Pefeat the presumed relationship, it is necessary to challenge the conceptual

a.sis on which it is founded.

The Office-Clerical Test.

Thais test vas not made originally because of the importance of length

o.--nerlice in office wages. That is, two prona in the same Job classification

'.s. get different wages because of differences in length of service. Since rate

'anges are generally greater for office than plant iorkers, it generally takes

oz-gr Bfor office workers to reach their top ranges, and office turnover is

.Higher than plant turnover, there is a wide distribution of lengths of services.

Alis factor is likely to obscure any market forces.

CeterisPon.
Robthbanin and Ross make the uupported assumption that in the upswing,

..genoiwof skilled labor are less likely than for other kinds of hourly rated

^orv :Data from the Bureau of Employnt Security suggest the opposite: that

, r;2 y of skilUed workers ains more aute problem than the supply of



Edwin Mansfield,, "Wage £ifferentials in the Cotton Textile Inbistry,"
Review of Economics and Statistics, February 1955.

'his paper describes end analyzes changes in wage differertials in

the U. S. cotton textile industry from 1933 to 1952 to test the Tmlop

Lebergott -- Ober bypothesis (=I,, 1939; WSW 197; MM:I, 1i98, respectively)

tw.t -te percenta wage diferential between skilled and unsklled workers

'aes nerrowed over the last bm;f-centmry, ad that the trend is aecentuated

in periods of fll employment and reversed in depressins.

Table iindicates the degree to which the dispersion of wages In

Ih'e bitstry has deereased over the period. Bowever,, slost all of this

,c-ease occurred during the period of the National t rial Rcovery

Act, 1933-34., and the war period, lZ0446. The NIPA textile code, with its

rmsLna wage requiraents, and the policies of the War Ibor Board, together

vith the extremely tight market in wartime for unskilled labor, appear to

ave lbeen important causes of the marked decrease in wage dispersion in

1.933-93 and 1941-46.

Table 2 presents data on the coefficient of variation of wages by

regono and sex. The behavior of these sub-structres is gaite simlDar to

the total 'wage stactUtre. The transitibn f bom to recession In .937-38

appwa-,ntly did not cause the total wage strtu to viden, as the Dilop-

.Y<*>wtt-Jber thesis wold probably beve led us to expect, nor were therc

.eglonal cbangns,. owrever, it is possible that the time Interval Vas too

stMrt to allow the expected a&djutment to occur.

Table 3 presents data Qf the percentage increase in evezvag hourly
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Cotton Textile lat Hur2y EarnIngs

1933-52

Yeer Mean Nouw3,y C0ff. of Man Coff. of
Earnin"S (cents) Variation Variation

.933 22.5 41.4 100 10
193A1 38.4 26.0 i1 63
13937 40.9 28.2 182 68
9,38 36.9 28.2 a14 68
19ko 40.3 25.5 179 62
191. 42.8 26.2 190 63
1946 75.0 18.7 333 45
1952 19.0 18.o 529 43



TAMEL 2

Relative Dispersion or Ootton Texti~e Infxstry Bourly fJtrnings
By Region al Sex, 1933-52 (coefficient of variation in percntages)

brthern Workers
Total W

35.7 35.3 30.1
25.3 26.6 16.9
25.3 27.4 17.0
26.5 no.e. n.a.
25.T 27.3 17.7
I3'3,.51 **a. n*&.
21.8 23.4 16.2
16.1n6e. no&*

Southern Workers
TotAl Male ?u1

40.0 38.6 35.14
22.7 25.5 A14.
25.9 26.8 21a5
26.2 n*e. n.a.
20.1 22.1 13.3
19.7 2Na. ne*.
17.7 17.7 13.6
16.7 no . na*.

Yk.a,/mot availble

Yep~r

193

3".9 34.9438

3.1t1,6
f,52_

_es_¢Z____e rs DsW



TAWLFB 3

Percentnae Increae in Average HLly Earings

In Co-(toWn Textile D~du. of low-Paid and igh-Paid Occupstlons

By Regio and Sex, 1933-52

Category 1933i- 19314-0 19!46 19(6-52

8

low-Paid 51 9 90 Exa.
gh-Pald 13 62 nab

Low-uPid 85 13 102
High-Paid 56 80so.v.

V7. ,,I,.l
Low-Paid n-a.o n.. 99 62
1lfgh-Paid Aa t. 78 52

No-tbern
Low-Paid 66 10 90 nice
Rigb-Paid kt5 14 80 ads

'Deather.m
Low-^Paid 105 1.2 101 n t
oigh-Paid 73 7 93 n.a.

-U. S.
iow-*pstc '&n.e na.. 97 60
loj9gPaild. n.e. e. 84 59
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earnings of lov-Pid and hi)-paid -ocptos, by region and sex. Occupational

differ A3 decresasd btti over the period. Agin, the Sgatest

chages_ occurred In the to perod 1933-3t_ ed l9oo46. A less sbstan ,

decrease oc rd n f le differentias.

Mbl ii iniate the ratio of'Nrhr to 8otenmaps In

cotton textilesafr low- and hi- d out and by se. Th regional

diIrN" reduced by the-fburths over the pero 1933-50. Agan,

mot of this we ac pShed as a zreslt of thepof the N and

the WI. m is of thes etaencies raised earni

in the lawwigep 8&th by ag terpecnt then in th hig-mg Nort.

Tme follaig co ion :

1 Dispersio of %aes decasdsbsantay betweetn 1933 and 1952

as a reslt of:

a. _mared na g of eIm A enM a s

betwen oker in dai ft and

of dIfferent se, sad

b. decrease in dlaw etials between IeS

of simlar regio and sex.

2. Thisdecease weg larel d_ in two periods, 1933-3I

and 1940-", by the policies of the MPA a LB.

3. TMh behvaor of m4p differentIa In the cotton tezble industry

neither onf nr efttes the mlo ber t br pteis.

Thring the mar boom, their behavior we In acord with the bpothesis.

Daring 1937-38, there is ame evidence n it. The long-tem

nVa ent of ocatil di nt in the dictio ob e

by Lbergtt and Ober.



TABLE 4

Ratio of Northern to Southrn Average

Bourky Earnings in the Ootton Textile lDafstry For

Low-Paid and High-Paid Occupations by Sex, 1933-50

Year Male Eamale
low-Pa±d prgePaid Tov-Paid Higw-mid

1933 1.42 1.29 1.44 1.36
1934 1.21 1.17 1.15 1.13
L9fo 1.21 1.31 1.13 1.20
196 1.13 1.18 1.06 1
1950 1.10 1.06 1.10 1.o6



,II iDbutys nSourCes of Occupational ge and aar te Dpr
Witfiin Labor 1M.rkets,0" lbutiladlbrRltm ~v
October, 1961.

The problem is to isolate the relative effects of inter-

establisbment and intra-establishnt factors on the occupation1 wage

structure of a labor mrket, Occupational wage dispersion is based.
to &om extent, on differences in workerss effiilency, as reflected in

UsrW incentive systems, personal rates, rate ranges, arid hiring standard

This factor has been neglected as asource of wage dispersion.

ethodolo Ten occupatidns in a turing industries in 13

labor markets in l959 were cnsidereds mn in three rtat office

clerical jobs and men in seven plant occupations, three skilled and four

upi-sklled. These occupations are con, rsonably precisely defined,

and typically compnated by time rates. The standard deviatim and

coefficient of variation were copWted for each occupation in each

lsabor mrket. With data from individual eatabli-ahnts,, it wa possible

to aoiute the standard deviation of (a) differences in establiabxmt

aEge levels and (b) differences in rates within the establishmsnt, The

,sox aZ the squsres of these two quantities woul.d thus be equal to the

total variance for each occupation and area.

esults. The amount of dispersion in each occupation and in

qach labor mrket varied considerably. The mdIan values suggest that

rellative dispersion tended to be less for the skilled jobs than for the

offiee jdbeseard meh less than foe unskilled jobs. The extreme values

a.-.M the highest coefficients of variation to be at least twice the

lawaor bin a2. but two of the oacupetins. In the unskilled occupatiems.



-he highest values were at least four tiis as large as the lowest.

The thirteen labor markets were consistent in that those with the

lowest coefficient of variation (c.v) for all occupations also had the

lowest cav. for individual occupational groups. That is, the rankings

dc not change much. The Wst coast mw found to have the lowest occu-

pational wage differentials and the South the highest. The proportion

of dispersion due to intrafim influences was greatest for the office

jobs whereas interfirm factors accounted for most of the differential

in the skilled ad unskilled jobs. However, there was sabstantial

variation in the patter within the differen occupations so that

other factors besides skill levels may be at work.

FPnk correlation coefficients between relative wage dispersion

ard proportion of dispersim accounted for by interestablishment

differentials In 13 labnr mrkets ndited positive relations:

rr
office and clerical .643
plant mintenance *709
plant laboring .517

S_.nificance Of Fate Dispe The principal conclusion

is that the maor source of occupational wage dispersion in labor markets

-3 the difference in wage levels amng establiswnts. ]htrafim wage

differences bave sow importaweo primarily for office clerical Sobs.
The existence of such intrafirm dipersion mans that the hierarcbk
betvaen low and high wage firm is not clearly defined and that some

overlapping of rates is likely to occur

TiAby do labor mrkets differ In the extent of dispersion? Douty
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Table 1

Coefficients of Variation of Wfge or Salary Aates: Ibdians and
Ranges for Selected Oalpations in )nufactwing

Among Thirteen IAbor ?krkets,* 195,q9-960

Coc;gion

i-v puOh operators

Typists, class B

Stenogmphers, general

Iabor

Coefficient

10).3

0.8

1304

(Grpsnters, maintenance

EMxeatricins, =dntenace

MehInstsi, naintenane

Jnitors, porters, and cleaners

Laborers, material handling

Ic1keka, shipping

Power txr8kerB fork lift

6.6

9.2

5.8

7.7

7.8

7.7

6.2

I'bdian

Scrket
Coeff.icient

15.3

11s 7

15171

135

L2A4

U1 8

16.5

17..

17.2

13 ,5

f -~~~~~~~~~~~~~~~ihs

laor

Coefficient

20.7

20.9

241,5

25.4

16.2

16.6

31.3

31.0

32.8

25,,0

tn,,64e .Bureu of Iabor Statistis,,.

TV -
U. 6, Depu-twnt of Labor



Tabl3e 3

ib-Orcentage of Wage or Salary ate, Dispersion * Accounted for by Fate
DIfferences Anng tblie t: dians and Panges for

Selected Occupatios in Manufacturing
Among Thirteen Iabor Yarkets, 1959$1960

Lowest kdian Highest
Iabor Iabor labor

1hrket Nhrket Wrket
Occnmmtion Proportion Proportion Proportion

NeT, punch operators 53 73 94

Typist~s, class B 69 81 98

Stenogmpheras general 43 74 86

Carpenterse, mintenance 76 93 98

F4ectrician . maintenance 80 94 99

Ibchiniats, imaintenance 78 91 99

attors,, porters,, and cleaners 82 96 98

Tabomrer, material h ng 81 95 98

ickers, ;sippxlng 62 93 94

ret kers, fork I 68 94 98

.ourcee Burear of Labor S tistics, U. S. lpartmnt of labor.
*As neaured by man of sqared d rjstAns of individual establishbmet
averags from overall a^'rage.



suggests that the reason is like4 to lie in the differencev i

industrial composition, Supply of labor, and degree of unionization

anmng the different areas.

Iby do interfirm differences ontribute less to total dispersion

lr. office jobs than elsewhere? A; is possible that the market for office

uorkers may be better organised vhan for plant workers, thouh there

:s ao clear cut evidence on this. Since the employers were the sam

for both groups in this study, it is not likely that the cause lies

on the demand side. Hwever, there my be differences on the supply

side, since business and secretarial shoomls usually provide thefr

os;udents with labor mrkat informatimo. Diferences in wage administr-

tion may account for the lesser influene of interfirm differences in

office jobs. 3Umlly, rate es are ore prevalent amag office

vrsonnel than plant personnel, and vhe ranges exist for both groups,

the range is generally wider for office workers. sirtbermore, advaacemaen

within the range is ually' less automatic for office %=kers than for

pilait employees.

The role of collective bargining in manual wage dispersion is

so.i¢ cll-car, In gral, the policy of Standard rtes would tend to

rcedwe diferentials between firms in the sam product Mrket, But

sincle the product market is geerally wider than the labor markst,

interfirm differentials my be increased, altogh both union policy

aLid union strength vary considerably in ths respect.

The crucial questions for furthr investigation are why

c-cuitional wage dispersion tonds to be relatively greater in eo

labor m~azkxtsnd some occupationsp than others, and why there are

-i



su.ch significant diff'erenoes in the extent of the contributions of

irterf~rm and intrfirm variations to the total. Mbre attention needz

to be given to differences in productiveness Hong workers; perhaps

too ruch stress has hitherto been placed on Imperfections of the market

and unionism,



'Richar Perrm,, "Force Widening Occupational Wage Differentials," Reviev
of Economics and Statistics, May 1958.

This paper presents a heretical view: that the current tendency is

Aor a stabilized differential and the future trend to-ward a widenirg differential

Sttistical Studies. Kaninen's analysisl seemed to show an accelerating

a&te of compression of differentials, since his figure for the average skilled

vage in mei facumring was 137 per cent of the unskilled average for 1952-53,

;.Sereas Ober's figure for 1945-47 was 155 per cent, itself a decline Xrom 205

p;r cent. in 1907.2 However., the data and methods of the two studies diffeed.

Pelman adjusted Keniniea's data to Ober'sraethod and the result was an index

of 4u instead of lIT. (While Ober's data referred to all crafts, Kanninen

used only maintenace jobs; in textiles, for example, loom fixers earn moze

than skilled maintenance men, and therefore even the adjusted index is probably

on the :Iow side,.

Pecent Trends. From 1953-56 there was no appreciable difference in the

ivnareass of skilled and unkilled. in 17 labor market areas, the 1955 index

-for skilled mintenance workers (Knninen' grmop) stood at 109.3, with 1953

iUC*; th index for unskilled plant workers was 1105.3 his stability continuxd

into 1956, when the skilled Index averaged 16. and the unsiled 116.6 M,

1. "Occupational Wag Relaltouships in Manufaeturing," MOt Abor
Review. Ivmber, 1953, p. 1171.

2. "Oecupational Wage Differentials, l907-1947.," l r Review,
A-ga2t i-94S p. 127.

3 "Area Wage Trends for Selected Occupational Groups," Mo th r
Rexv,, bv~mbe~r 1955, p. 12f9. Simple averages were taken.

"Earnings and Wage Differentials in r( Labor Markets, 1955-56,"
.onth1. Tabor Review, Septmber 1956, p. C401.



Tacet br eli.inating Atlanta; s..., (where the ukilled index Jumped 17.

in 1955 to 122.6 in 1956, largely because of a rise in the statutory minimu

wage in that year), the data Ehow a ightly greater increase for skilled worksers.

In sbcwt, there Was a slight narrowing of the differenial frcm 19545.7

(Ober. 155) to 1952-53 (adjusted Karnlnen index: 145). And since 1953 the

d.fferential has remained constant.

WideningForcs. Differentials widen during depressions, when unemployment

is mre severe among the killed, but they also widen during full employment.

The shortage of unsilled workers has been widely noted, but less has been said

about the concurrent shortage of skilled labor. The only Imediate source of

supply of additional skilled labor comes from the ranks below; training takes

time. The surce of supply of unskilled labor under fl employment is larger.

There is a -Ueptation to consider the supply of unskilled labor inelastic (as

ieder does), but it is more elstic than the supply of skilled labor: agriculturnTh

-orkers are a source of supply for industry; and there are other groups wercn

handicapped, etc. -wo make for flexibility in the size of the work force.,

entering a tight labor market mostly In unskilled Jobs. The extent to vhich

the wvrk force, apart from poplation growth, as adjusted its size to the covntry'

employment needs, is indicated by the figures:

Labor force as a
percentage of population

14 years and over

1929 55.8
1935 55.7
19140 55)4

62.14
1950 58-3
1955 58D7
1956 (est.) 59,5



Meor labor s sA` V. s t might it appears inconistent to &Lai

~.hat differentia1s widen under conditions both of depression end of fl.l employment¢

The explanation is that the supply curve for skilled labor is more elastic

Jian for unskiLed under lowwage low-employment conditions -- because of the

opx-rtunity of movement down the lader of skill - and less elastic under

cond-ttions of full employment.

emand (0onsideration8, Mch has been said on the leveling effects of

machinery on the premium for skll.. It ts argued that more and better machines

aeve reduced the responsibilities and difficulties of Skilled work. On the othe-

h-ssnd5 it has also been argued that supporting machinery has made the unskilled

5s.ci ur more prodactive; it is illogica to give credit 'to the machine vihen

It aisd a stilled worker and to credit the unskilled worker when he is aided

bv a. Macchine.

Tbat machines have made A:lled work easier bas obscured the fact that our

canging technlogy has required relatively more skilled than unakilled workers.

Vzru139?4O to 1950, the proportion of skilled workers rose frm4 11.7 to ;t,8

pe cent. of the work force, and the unskilled fell frm 14.T to 7.$ per cent

(t, S, Departent of Labor, The Americn Workers' Fact Book, 1956, p 20).

This indicates a distinct change in the skill mix of the work force.

Automation requires a I±giy traind, skilled force of maintenance workers

. ttx gh the 1kill needs for operators in the automatic processes will decline,

. e more si(;ifcant Influence will be the Increased need for maintenance

ln;rnatioml Exam les. The relative strength of narrowing forces

6iC~,V of education, egalitarian sentiment, inflation) and widening forces

3



(advnced `-ohnalooj and full employmentort mass unmp3loyuent) can be estimated

irn other countries.

Differentials are extrenel narrow in France and Italy where egalitarian

sentiment is strong, inflation has been severe, and mass education has exceeded

the pace of industrialization. Differentials are wide in Canada and the

Jniteed States, where the reverse situatiTon prevalls. The Scandinaviwa countries

tie between these extremes; in periods of price stability, the. widening influence

advances in inftstrialization has been felt on differentials there. Wnen

ogaltarian senti ts have proceeded too far, econamic forces have erupted in

'Ehe wage glide.

Conclusion The downward movement of the skill differential has halted,

GbetAftdre trend All. probably be in the direction of a higher differential

The strorgest narrowing force, inflation, vl.l probably be contained.

Axrther mechanization in a full employment econoy will increase the demand for

skilled .1&bor. As the skilled proportion of the work force increases, the

.;nks of the unskilled will be tilled by tranients, the very young and the veny

old, whadicapped workers -- mostly unorganized, and week in baining power.

Thus the question is not whether the differential will remain wide

wr.olugh to iaduce workers to acquire skills but, assuming stable prices and an

i:mpanding ecwnoy, whether egalitarian meaures will be taken outside the

tramework of market forces to limit the widening of the differential.
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£.-;-5>3.3,0Ch5 ~e~gic>. ZX>.. ; ?;f<enntia]--- I9O7w<X-.>)
1xI'thlyUib<or Pvvtestw Apox II $>9488

F~ro1T Studies of avaraq.get bour'K- earnings "IB n wxig

ccupwtions thoughout thke cojunt, Y 1)07, 'L91-99 19.=-3?. nd Vi5)&

the Iareau oif 1abor Statistics ;unaly'zed the ).,ngtezm. Gvrant, I

wa,,e dififer.-la1s annong the :aoii reons (Souths, %r ieet, t :

arnc Inhemst) otf the country, F'or each pe'iodv the hourl, e-&n

W. yorkers of' rouahly equivalent SiAcU. levels,, doing esen-,ztin1f2.Jy-

sare tcytr of' work in the same industries, wr cobpare& .hd

crioqx ,on is not signif'icant~iy infrluenced by rogional dllfferen--ses

in ijxnxustril at-ructuro., nor by interregima intsi industxzys

r I.&-bor'.

The long"The ersistence of Io-wer wage levels in the South, long

considererd the core of the regioml wage problem. has, ir'luencre1 'I.

pat tcrn efo1ndustry location and Labor mi'cation. Over the 40 -

p(jod oove~red by this study, the relative tage position of -thr '2.'

shoaed no progressive improvexantwhich might be attributed to

for,-es affecting Uhe industry and population of the South.

osevers, as Table I indicates, over the period 1919 to l9t>--h(

d5£erentials first widened' tfhnu returned to their forwr leveI, Tho

reaaons, tcor the decline are .mre difficult to determine than for the

biwue.nt ixprovement between 193l132 and l945446, Because of the

relat I'.&Ly lovr wages in the South, this region vas undoubtedlya.L Th -

to t:% greater proportionate e.tent than others by the, Ntionall zezxl

Ac4 -I cordes, the Fhir Iabor Standards Act, aud othar lbderal mag7i



TAB3LE .

Vecdian Regional Dif erences in Oak=Atioral \Wkge Rates ziz
,nufhnwacturing Ihdustries, by ki1l and Sx Selected Priods

(lXge rates Jor corresponding occupations in tle Northeast D100)

0cu9pational category and period

A .], occupations 4

1907
1919
193132
19L15-46

1Zas occupations
1907
1919
1931a32

ttzs skilled occupations:
1907
1919
1931-32
1945-46

.rVgangs occupations:
1907
1919
193132
1945-46

Median relation to Northeast
(in perenat)

Middle 2t&r
South W est West

86 ioo 130
87 97? 1if-"
74 97 113
85 101 11$5

88 1-00
88 98
74 97
84 102

93 99
95 98
83 96
91 101

(1) (1)
81 92
73 (1)
87 98

131
117
114
125

131
(1)
(1)
113

(1)
(1)
(1)

13114

1.ter of occupations covered too small to justify selection oft wadiint

-



iegie ~t tic! by the spyead of uionizatiaon. und Iy the s 'T,.o

1n'f the mr tears.

The nvmdtan relationships also iriicate that the relative- tves

advcn>itage oif the skilled over tte semiskilled and unskilled wa& e

in the South than in other regions. Also, in contra with th-e sitaa 'if

of ren workers, the wage position of women in the South relative to t;.tE

Nc:.heaKit appeared to be substantially better in 19$4iS6 than diuring

tht esUrlier periods studied.

The fkr West, and particularly the bacific Coast. h .-eYng

en a iaghwage region. The relative statias of the &3aa Xbst

bot,&-een 1907 and the early 192.0Ro but, from that time until the,'S(-t

it has retaind an appreciable advantage mar t rest of the cr'aint.2
Th.13 long-term stability bears out the conclusion that the gmvyth of

Intustry a.nd the heavy Inugration of population that have chaciri!-ned

the development of the Far est during the past three decades have nc,

created an iApetus towards ecralization of vage rates between the 1tkr

Wke>. and the rest of the country.

The major conclusion of this study is that there does not appe.

to be any long-term pressure to reduce regional wage diffe:vrtials.

Mreover, there was no significant change in the ranking of 4- Ne four

regions, i the absence of strong counterforces. regiciadl tcoe

tend io be self-perpetuating because of dependence upon locacaiditic.

in establishing job rates, This contrasts sharply with the pri.ing

policies of industrial esablishmbnts competing in regional or naticaIi-ra"A
markats,,

8X(;:t,7°.(}.



¢ImAtin 6agal, "Regional Wage, Diff rew-cn Ltb 3ufaeturing Vr tkve- Fbot-t
Period." lview of Econotics and .Statistos, May, J,96L.

This paper examines te Wmwgets i xthe reional wage dif ence, -x

maettiring for tba period 197-54,, and consides the maJor fwtors

rwese.~b~L for tkese ehages. lbze data used are average hourly a&7:nirgs i

93 tndnstr-ie, eOMPlOing 56 5 per emnt of all aeacturing worI~e

stdy ,t~uies oay relativ regional wage differentials,

Tale I indicates the extent of vage differentiation for the induatri-:;s

In t-t;O. Rmtl

Tf8slight narrowing of rgtioal veag differentials aplears to be

nonsist$nt with the movant aof woorkers that occurred. Between .94.5-54l. thc

iomt exerienced a zwt outmigration of more tha 1,300,000 peop .hI

West gSalnd substantial numbers of new workers, and the South and txh West

expmded their muufacturing ewployment at a rate faster than the North

Csentral or the Northeast.

Since "natural "rket influeaces (demand and suply relations,

-rsan4 only mrodrately to narrow regional. vge differencs in l947-54,, aDY

kd Inflweme by collective bargaining on the geogrephic vwea trou

shou.;d . visible In difrences between the wage behavior of the local

;nsrk9t end the muti-plant im sctors. (Wage policies evolved u&mr

^o~l~et * ~bargaining mwiht of course reflect not oniy unios,' but manei

Arefiznree for uniformity.) Both the incentive and the ability of nions

'to impos greater geographical uniformity might be expected to be weakest,

in thos industries with prdominantly local employers facing local product-



TABLE9 I

CoGian Regional Differences X
Awrage Hourly Turnips of 193 Industries, 194!-54

(Earnigs for corrsoing a the Nortaeastu100)

1947 ~~~1954
Northeast 100.0 l0OoO

0Jorth central 99.1 101.4

Dout* 81.3 82.7

West 10805 lo6.7



LI

,-Nx''k .->: tp io Alaoli local unions Vwod ten9d to have m' -ta

i, indnntrrs; and union vkrergth -rould :?orobably differ av

o o! v i.]tfy to locality. 19ese conditions mgbht ind a...i rtx

of &,,c.raphie ifferential.es

At the other wrtmm are 42e industries dominated by wilti-ptlantw

firms Z.rating an a national scale. Here, Collective bargaining, vl*t

strofmr and more centralized uions, miht be expected to oatriblite. to t hl>

nwing of wage differentials0 In betwen would be the national a;tkvtL

sZ~etr., vikemi at -least som* firms coqpete in national marbwts, and wb;rie

th. tendincy of unions would be to reduce regional differentials 1 -tV

var~yi, success deWnding on the nature and extent of the product makea.

'bielL presents data on the mwment of regional earnings

for the categories indicated,

Tbe significant differe in the n of differential,e<t

the mflarkt and mlti-plant fim sectors cannot be explained kky

f Uctioning of a tnatural art The only re ableexplanation Uin tJ

union and mengeanlt policies omrted a '3±fering impct on wage '.3

Th& national marlat sctor had a tendemay toward aonv rgnce taat &Sg

stronger than the local or regonal group but weker than the it-An

IrIm Rector. This was prdictable.

'b.t author cocluded that while collective bargaining exerto-o a

L According to the Chi-square test, the chances are levs than
3 nul f 100 that this difference was a result of randm factors0
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dtatj,~c- Viriuene on reional wage differentlals, its inf1uence &mxind

grmz- y ix extnt and diretion, among the different sectors0 Collectsi->

b7agriaixg fell far Sahort een in a period of full employment, of

prodwcisg a comprebensiw tendency towsard reduction of regional

diffev.ntials In the aence of complete and imifor unionization,

c--Xtir-ai factors in regigoal vqg differences alpar to be the extont of

Vba Itrcxiut market and the structure of firms predominating in tbe Jimwite



<'rn V. Van Sickle,, "Regional. Leonomic AdjuatnBats. The o c, -
phical Wage dfferentals," Amrican Economic Reviev, -by, 5

The problem of regional adjustments wvthin the United Si atos

s :,ar to the problems of adjustments betveen countries W et

mo.e more freely from one pwt to another of the extenasbri er-ito

take 0 S, than they do within the smaller territories of otheri urs

PoLate-s. Capital is extreel1 ffluid in the U.S., owing to highij de .-2Y

p-)Se-ia private financial institutions. Nonetheless,, i er-gf>

labor rvbility is so sluggish compred to such capital movements tfiei-

e.'v Yustified in basing our concept of economic regions on labc.-;

a¢rvs b A region is a consolidated area within which the resotrces o:-,

vttch the population must depend result in a pattern of factora-l _'

wuhicih sets it off from adjacent areas.

Agrculture,, the sixgle mst important industry in the Soith,

iMposes a distinct pattern of Wages tbz'ghout the area.. Fires us-n41

urt fivlled labor need only offer enout to attract man from the w3axbs;

?.LarT On the other hand, skilled labor is relatively scarce. Tis

.-oxdit .on produces the greater differentials in the wag truetixre ff

.he South relative to the urbanized, industrialized Uorth-

In a market economy. the structure of wage diffexrentalsanic>>is

he importan function of providing businessmen with one of the siigx)-.E 1's

aee oced in wakEng locational decisions. A function of covpet5. vix-

rnrket prices is to induce the trasfer of productive activities -o Lt- (cn

Tlct-xs vhe:e the pattern of costs is such that they can be carried on

prof tably.

Until recently, the act=a geographical pattern of wageo; wva.3 in



(, nf.fornmity with the pattern that traditional economic the-...)--, -

1.a-.+t-k- Such a pattern nduces vorkers to move to regions aereQ b.1 eir

rrimal productivities are higher. Secondr3l, it provides capital '-be

iid :emewlt to move where its marginal productivity is higher because ntf

th, -tabi-lty t make use of particular types of labor. Any gener tl

geographilal equalization of money wage rates for c rble Jobs woe 1

destroy this essential part of the price machanism; the prospects 3f

real.1rz'.ng a pattern of regional specialization based on comparative

ad-at-~e could not be realized; centralizing forces in the econokrx

.'ouid .'e strengtbened.

Big business is, on balance, highly competitive; tt repet!.-J t@ha

rstwr;u l gographical pat-tern of wgeps,, plans its operations on the ba;e1.

of the existing pattern, and in the process brings about interregioral

wov3.:nts of factors that modify the pattern in the direction of greate.r

geogra3phical age unifomities for co pable Jobs.

The sam cannot be sad of our great national trade unions. Ifhe

inbor leader, as opposed to the businessman, seeks to eliminate vnge

differentials. These unions are not subject to the se degree o eo.Xt

pertition as are the saets of corporations.

Therefore, the following recomendstions are made:

The federal SgverXwnt should cease to use federal aid for ,

Pir2pose of -regional equalization; t should also cease to impose uniat:.>-a,

tage patterns on lov-incom states; what tese states lose in Aeerl

ib,-yvw1ill recoup In increased abilit~y to attract capital.

_ The Walah-Healey1 and fair Labor St Acts2 shotiLd be

repealed4 The fomer is not being, adxsmin stered in accord with the ov 1



ntent and the latter has been renered innocuous by inflation.

3. The problem of definirg the rights aud duties of trade unious

should be rwtuwned to the states, leaving to the federal goverment the

tas.kw of enforcing the antitrust law impartially against busiess and D4or.

I Eistablishes minium standards for work done uner governwnt

contract.

2. Includes minion we provision for employment in "interstate

commerce," which also covers iafufacturing industries.



b hxntin&,T> Ashby, awA P, Pospe* Or., "liabor Mbbilit7 -in
Southta-Vn States,'1 Industrial. and Labor Relations Revlev,"
Apri:l,, 96i ,

Tiis iaticle reports som of the results of a study of labor

ms.bility. in Georgia, North Carolina. and South Caolina in 195,3 UTe

'tksic data, for a sample of over 30.,000 worbers, resenting a popula-

tior. in excess of three million., mere obtained from the Bureau of Old

Age and SArvivors insurance. QASI data em reliable sources of inform.

tiun on. worker mobiLttr;, althougb (a) approxnely 21 per cent o

nomolitary emaloyment vas not covered by IASDI in 1953; anA 4b) ve olr

,.me data leads to the inclusion of dual job holders, and won1kers .hor>--

.as experienced a change in o erhip, as "eMbile" workers8

efble I shows the number of workers in the various classes hio

had at least two empLoyers during 19539 expressed as a percentage of tkat;

total umber of workers in each class. The percentages in Table 3I rar.

from a low of 14.6 to a high of 149,5. ClearlY, the level of mobili-ty

varies within age. rae, and sex classes. The data seem to support tlx..

f'1Mrunsig of pre'vous studies: that Negroes tend to be moe mobile thex.

non-Negroeds, that mrle tend to be more mobile than femles. and that

'ycu:" workers tend to be more mobile than "old" workers.

Table 2 is designed to facilitate an investigation of each of

thegt relationships separately. It shows a new phen enonj I els

egro tomales am less mobile than non-Ngro females, about 11 per cenc,

l7 .,.

These findings suggest more particularized hypotheses with. regazd

to -the effect of distac on the age-sex-race composition of mobility'

as distance moved increases, the rmetio of youg workers to old workers,



?. tirt~t Ashty, Prosper

TABILE I

Mobility Percentages of Workers in North Carolina,
South Carolina, and Georgia., 1953, by Age,

Sex., an Race-a

Mobilityb Percengesc

Aged and sex "Ibtal, NeER XbxtNon-N.~r-
Il wjorkers 29.3 34.6 27 z

lesa then 30 36.0 !2.8 33 9

30 ;1 over 24.9 29,3 2314.

Males 34.3 41.7 31,6

less than 30 l1.8 49.5 38.7

30 and over 29.8 36.4 27. 5

Females 20.8 16.9 21.3

lessthen30 27.I 26.41n2.6

30 and over 15.8 14.6 1.6.2

'1he wrs to whom the data in this table apply are those who
axe in the B3eau of Old-Ae and Survivors Inn ce 1 peroezt continuous
vork history saple and whose first and/or last covered employers were
located in the three-stte area in 1953. "State-vide" workers are includel

bA mobile worker is on iho had two or re covered employers in 195j3
Nobility percentges ar>e caagIed by dividing the total number of

vorkers in the into the number of mobile rker n that clas .

d1be Clss "30 and over" ineides a smill number of workers whose
ages wre not know. ftie division between age groups at 30, though
reasonable as a natural mobility breaking point In the light of other
empirical finding, , is essetialy arbitrary.
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-4 :it LaOtOf eoesto erCle's and the ntOxio of Vegro malI} to non-iaer

Wll 8.aJ increasee; biut the rato o- Xegzo teiesc tx 3noneltef.;r

doi .,, Lot Inease.. To test the5e bvpothesess rbbile workers 6';ere bto)"n

Into three ipoups: short, itermediate, and long distance moed1ae 7

In general, the data support these hypotheses, but aW.eio irndicatc

the presence of mobility determinants other then age, sex, and race Mra

one hcfh would appear to be the most likely explation of the age e&L

rai.ce deviations is vhat might be called the eduction-skill-occupatioi

eoplexc: the market for more highly qualified workers is less rest rictv.

spatially and the supply of such workers is essetial4y heavily veigbt-ed

w1 It older male non-Negroes,



L a3 iting, "A Tent of tre heory of Geograpic 1obi:L*.; 4X.s;3
:nd Labor RelAtio Rew-vtew,, October 1961.

The ability of wage eluI'erentiala to perfons the tWmtion co,

a.tocting labor uqpliesa, as posited by conventioaml econimic theory .in

the Central. issue of recent researec on labor motility. Most, mobil2.ty

studies, however, have taken the locsl labor imaket as the fn~ ~ forto

study and ana3Zreis of interfirn, interindustry, or tnterccupatioall

syvem-ents of workers. Tis article -s concerned with rural-uran ayrd

ivte*-regional worker movements i4th respect to apparopriate diifrewvcts

in money iages. The rwelts tend to support the hypothesis that ur nJot

of workers ii movement are typiOSlbVJfrom areas of 1ov net advanta.ge t

&anew of high net wivantage., as measured by inco, differentials.

The aree, chosen fbr study was the so-called "UJrbenr .i.

comrised of V contigwius coiuties in Centra, North Carolina and Morthz-Lr

South CexzoiA. OASI data were consulted for 1953 to determine ne umv,

rinm rura 'to urbaw areas and frm southern Inw wage to other hIgh wae

areas The differential in eisatence at the time vere as folowas ':>mer-.s

rteriy incie):

Metrvolitan Are" Won4Ietropolitan Areuz

No. Colina TO71000 $ 615.00
SO I aa1o1ina T92.00 607 00
Georgia 732.00 51h8.
Three-Stae Area 736.00 594.00

Cainprxig the average quarterly wages of the thre-state: -e". .

e w le with the cwqparable figures for the nation at large. the ee



Ct Arw.

iture showed the follwing:

North Carolinu, South Carolina and Georgia $654[. o

United States 85LOO

Libor movement within the "local" area was comsistent with the

predictions of the teory - ach of the county groupings containing

metrpolitan area gained workers frcm the areas surrounding it; those

grupings contining no -metaopollita areas lost to the metropolitan grap;

Pl non-metropolitan county groups were net losers of workers; two ofti

tlnee metropolitan groups vere net gainers (the third vas a net loser .te,

pparentlyy -to the completion of a large Atomic Energ Counission cotvntructi:

p>rojeet)
The intregioria movements verified the South to North migration

The use of OABI data meat that onlJy those workers who bad been

covered by the program on at east two Jobs during 1953 could be included

in the I per cent sample; since many agricultural workers are notcoe+ d

the migration with respect to rural-urban and South-North w understsatd..



c,-sse i4. Yhrkhaim, PSom- Gonments tnmn the Noeth-South fX 2for:m
Southern Economic Jornal Jnuary, 150.

In a receant article (SEJ, COtA,, 1948) R-ofessors Oarin, %Jvr,

and Stephenson .attempted to accouvit for the I*rth-South annual.>..\n:.;

Jf.'ferentI.1 by analyzing this variable in terms of phenorena v4dcch

characterize the two regions They concluded that the di£fferent al. i

a product, of two factors: (1) size of capita). investment ji the, ,+

ancd (2) productivity of labor. This paper examines. the, validity dx'

conclusions and offers an alternative explanation.

The difference in size of capital investment in urban centact

etc;wen the two regions is due to the difference in the nature of t1le

:nvestment. This distinction is extremnly importint, Most economiemvs

tho have studied the South would agree that personal incoms in thi,

region will be increased not omuoch by attracting further bis ntment

in industries already concentrated in the South, but by attractt'ng

1i-ndustries of an entirely different nature.

To indicate the relationship between industrial tretctein\

earnins, the percentage of Southern workers employed in the l ca}2",;

industrial classifications was plotted apinst the annual income raoncyved

per wage earner in the resp>ctive classifications,, The resu1: ws

coefficient of correlation of *>55- the lower the proportion of ctal

workers in the South, the higher was total incomra (S9e also Table 1U.)

Productivity differences are no doubt an important factor. bu

+this is not proved by using statistics of Ovlue added by manufacture

since wages and salaries account for over 50 per cent of this figure.

Hence, the statistical operation riemey correlates on Mrizabloe A,td
o'ontuAr t~ria le A. 1 B.;



Tdble I
C(-mt of Nort-.hSouthf labor Force in the Souti h and Average Antial

Ineore by -hjor Thdustrial Ckoup, 1939

Total Nbrth-
South labor A5t<~
Force (000 Pr Cent; iiz Itn

hI.!4Arla.1 Oroup ogitted) in South HDIA

p'bod ard. inilred producta 965 24.6
Tcdbaco m-nw;factures 106 56.5
Taxtile mill. products l 155 45.1 3 io

A~ppre,2.~ F~t ^ .,, 752 15$
Tlmn er a tin*er basic products 439 73.
TFInil ;ure And fin:lshed lwber products 331 3190 9 -6

-er wi allied products 306 i6.07 w_ I2"
rintirv, ..ub'AsLihing, and allied products 565 "B18.,6 1 i521
2hemnic:,.s Band allied products 417 33.8 lS2ti.
lBrodvfA;v. of petroleum and coal 175 38.8 1 668
aiNb-Ir goois 148 6,?
IDe Jher and leather products 359 821
Stomne, clay, and glass products 313 23.3 .o5
-n and steel and their products except mchinery 1,212 1.2.14 9

nionferrous metals and their products 254 10o.6 I 3( 8
Electrical inchinery 365 3 1.30?
YMchinery (except electrical) 665 7.4 ;51!3`Autormbiler, and automobile equipment 560 3.2 1 620
Transportation equipment (except automobiles) 801 96

&u)urces 1.932 C>nsus of Ytnufactures, U. S. Bureau of the OensuB



W1iifec R. Crook, "Recent Deve,.Lopmraents in the Tforth-c vth W -I
tial," Inditrial and Labor Relations Review, October; 19)2-

This study analyzes the North-south wage differen+ti intal t

industry. The differential has decreased consistently over time&. 1

it stood at 50 per cent; in 1920 at 25 per cent; and in 1J945 the EouthuN

vage in the cotton textile industry was only 14 per cent belol' that o

the iobrth. The importance of the industry in the South is indicated b-

the fact that it accounted for over 50 per cent of all nufactttrIg

i-ufrk in 1940 througtout the Southeast (Ala., Ina., Ga., Mlss. * N C

S.C.., and Tenn.). As a result, the South's share of the nation's manu.

facturing payroll was 11 per cent 1n 1940, although the South had 1i3 pr

cent of the national work force.

The South has long had a surplus of labor as a result of a higher

rate of population growth than the rest of the country. In addition, -VLtrniu

mechanization has added and continues to add to the surplus of labor, 1.:n

contrast, the North haIs long experienced difficulty in finding ar. adeoquat.-

spply of labor for its textile mills. One migrant stream after another

has been tapped for its labor resources. In the North, industries coqsqpet Jng,
for labor with the textile mills axe., with few exceptions, high-wage iiu¢-

tries. Also, the degree of unionization Is much greater in the North,

Recent developmnts in the South lend support to the Iypothes-s

that the long-term trend is toward the reduction or ebolition of the

differential. In 1951, the South's expanding econor averaged one netr

multimillion-do3ur industrial plant every working dar. For the fiars

time on a very large scale, defense plants are locating in the South

The wae levels of these industries are far above the best Southern



ex~t. rates. A18o,, unionization of Southern textile- nUsilasir't

proressing Au of these factors point to a Continuous diminutioiD &f

the Borth-South wve differential in the te&tile Industryy



itA~otacowpix'it J2veae 5' i js5Justs to "theslttuati c'1 a,-"

1t-41s bawanlX- o: tr bdex,1f-ecm rere Tn fact the expected inte

rexdor-al &Ajust4ents, do niot o0ccur or do so only after COStly dto-

,tAe ffoolling rmeaons (1) unios create. e rigidities;

o-{:rnt; £pendiw0,p tax cod tariff poolieies my add. to the 'der} On

t e teerioraed region; (3) labor ckbes not nve easily; (4) ts 'm.

t-,,,r.rAt;_Ons onimports we not awailable tn the extent that they a~-s

te.f.r.Imt.rntiona trade.h

Whein cliass
a], econ(ammta assmc-. that pis an~costs§

i
n the regioanm whereeor, seex rajidLy risin&g it ails o .Th

svfticlently for vtw vas uWpped wgplv oif =skilled labor frcna tho

!'&ANSI3Tis constex5t imvemezt Jt'xw the fa.tx tends to depress9

es nd. prices S: 4..e Sout fd dela ya aXsirenXt.

Dezpit the bastacles, tuam :; s evidence that adjutme,, z-

slcrlty being made nlhus, aLthotga t iglazd vw at ow time;--

.,-e area, this is no longer tireo 1the effect of the continued prenvl-

on her balanee of pv.ents has beea a teiden-ay for ! E n to

bee:ow a vwage aa In 195Q- national aerage hourly earnig.;
were

uIartiming, 1 ns cow. aev i $L38 Disew ga :, is

gerierally assumed -tha tbe older industrial region yields its iduzster.

to ne-w rivai4so t! Uhen ^mbE on Itsel! to e ed ced indwu±atie-&;-

Bwl it Is ot .leer tbat the, raLovemnt, in the right 4irectio.

Ne Rrglardls gains have beem in part in the never industries, bat



fequently at wags rakes below the national aversge foe those instries.

roms 1919 to 1947, New EnglaW added 162,000 jobs in the 10 mufctwring

ArX4ustries growing most rapidyr, whc1,, onstituzed about 4 per cent

the aidtional Jobs in these industries in the nation, a proportion zr2nh

below the region's 9-10 per cent of ali unufazturig Jobs in the econ1cm.

A 'eighted averaW of wges in 1950 .in threet eak, soft industries &4s

in eight strong, growing irdustries yielded the following figures for

Nen gand; $1.29 In the weak industries or 106 per cent relative tc

U.St Wes; and $1.19 in the strong industries or 94 per cet of the

national average.



11_.,,,, : s-, !c 'i -. lled VWorke'r eIn -

t2~~~~~)C tht~~~~~~~~~~~~ ~~, "'-~Ober.

L;t trmdtLt^;) 8wc ; w t4fv, wtg,,- gt a)ht.4 So,;< are .Lo'{ i7> t

La.,-hv North raw' ,eWneA~o IT several 1xviv-s-le

br, Sg)Aara. wswr .Lrhthtlc urnly earair s; of skciled rkers ,n

th;east tabove.th gevsavo *coma?"1m6bl vorlx.^>ncs in New Erglnd. e;,rj s

r)>t >.a s.083XB ^ge-.z.,ec'atQl lgfher Am the Woirt'h,, bixit; not in srtr

I'ie atv:r clivided qiu detaile' examizinwl).o. o4

iff {.eS6nt.*JAve3 cilfr .)!4and. oatS0xpal- ions 'n .r*i.ve indatxti -s

(*t jt~-h f.', ~ i. .s~!tt,2..3s iX~t~r--4X chemd-Cala ho~tsery,; in'

e.v.c~zt1 trA 4u3OS ...itit) zi a ; aX,tl estlgatiton ut 31 cit

Table 1. is a s .5t$'w=7of .,age t:rot .and Table P of, s p

rew w-A&:7vage payrv^roi', b')urs. snd t trine benfte tse, for the s.cec¢i

pr(.iti)os in the fjiv2r- Ivdust~res,

In ihe cottv and voolex? te:,rLle Idvstries difteentialsr vw so;-t

^rth. nmt ocUv)atilter. fronm 10648 to l95I -52P. 'Roiser, women oi I"

8,a'e is are higherPtz.r: both pericds in the Southeast

In the ho imi:4y indstry, &i orcduct'.-I(n occUpatioDa.5how~ bt.

e-a.uixgs -,n thwe & ; no ver Xn1ky 2t- per cent of the ox v

l. ':atedi', t yr-thelast vnilfc 63 per tenit is located In the Srv.to-fa.^xt

OnJ)y 5 per * ofxthe@ tal !ationa' produation in the . ts I;

akiiiiniinadtr.c.Utryocxtirr, 'nthe tvo regions Although di-r' erenI I .,

geiraily higher ~c. <thde zcsho; t fo. the t',* tbriods,they dee",,. med

er ry n-,tanee

Tiy l9 oTN:emge va9'-c JIM 7c. electric and Sss utiliti 1;..i-'r



elly hi:,r ir -the N Ith;Ln i 951.52 the reverse *.s

Tie reversal was rK;St12 due to the .: atLt-tveLrXy tererpansion

electrieal utility Ldustry In the Southeast.

Table 2 indtcates that, aewy-W production wforkers, supplel.A-sIN

wuraes hours, and f.inge benei-.-s a more Pavorele in the 5ot' t

w. h the single exceetion of C ..istms or yee~r-eoi bonusesa thii a.e

traditional in the &,uth

Table 5 izx ates that, 1roim 1946643 to 1951-52, in all the

bdinutriee except hostery, thera has been some equalirmstion of eeogm-

*i-tcal diffrential.s awngn,1diled workers. It thus a;ppears tat9at

tends to reduoe or elmimite rcuatfoJ1 tiuage di.ferentials ag.d!Gt

S(' ut-heBast

Analysis of the 31 1 ldutries waz ma4e by selecting one s- ll

and one unskilled occuatbion fthom each ildustry in a predeterminetx

preferential sequence. Pportionate geographic differentials in-nvoAn

hc,,cAlt eanings for nslkilled vo3rks-e( in 8L per oentof the indu- rier

seut bstantially higher than for Skil3ed workem. In the t

cAtegories, 20 per cent of the Industries showed higher mean Vage-. i

the Southeast. Therie included durab-le ad nondurable industries enId

even tome serrie trdes Unskilled differemtial s are more in

Vbt regionl location than by inustrital affiliation. These eoi.Laor

trend wo support the hyothesis that. the men eatrnings of skillec ;

behave differently than those of the Lnskilled.

xta conclusios, the, regional wpge ditfereattal flor unski]lle wor,,

has increased over the period The mrtich wider use of esealator clauses-

In the Northeast i.6 an impoer'¢@'tet cawe of the increased ditferer



*:,I~t Joe

'iage'e.off 1t? t.. kA.4 yl& iniv zuvlceas. tveh*ave'' ,

e]ta iae rae tteeM dk se'Lea L orexcAI - & wct; Enr e s 1

'.iwtrmay :ares, &iEPt~p~artMt.*



V~-otZitro,i}c s; ;yt P.i 3 * a ,S 1 iv%sohe--n iS

A h. birtt rate, a de(..intrig d oman. -f labKr in ;Ac

poor edueatxAonal faciltibatl t radt roeJ 'e .o*+ the SatxL

large supp2:y of =t'-Aixee labox for narActrz.-nk. industrilse ¶iJv

t;.onsM suggest the ?Oloing hyptheses:

L Ayerage vees in um .fAtIxrg: wiall be relatively lois 1P. tY

Soxth bec8.?Mse the Lndustrial striatux- viil tend to 't i

weightedI Vth$ loeelo-s]ill Iustries.

2-> Because Iabor and apital are not piedretly mobile, &ySot

a Vi.l tend to be 10der than aewIhere for equal vc-

3 For the; e easons Southa= w-ges will be par ilC; y

lo for u-ork. ltuiri>' L.ttle skill and training.

ecause of the w d i'eentals, the South Ahould be-z

:n mmuN eturing relAi,,t to the rest. of the U.S.

B5.Pecauase the diiferenf:ial Is greatest in 1ow-We trduus- es

the South should be eAli-np, most in those iu tries'

the greatest tuse of liabor

Table I pesents measuxes of wage levels In the South rexh 31lt>:#v

the rest of the U.S. For the period 1929-54. She swasures In Pa .h

xepresent average aninal earnings per production orbm in teSthe @

tifo to his counterp&1t in the L-est of the 'tetion. The masures -

ahosi what the relat4e avere aonual earnings would have been IIY ovexy

3othern vorter had lbeen paid at the national rate for his i

Iandiate the extent to 'd1ch low Southern imges are attributable otNAtb

preponderanee of lov-vage iindrutrieo in the South. Part C r i]



., i31 A>, r t+X;

a.,;s,,.eesI~n 9 3,-)-atisDh- 'Rebtive -tzA
odhe ^zlli:.Wise,,tikm-a,;,fil, ,t

19107

A, NFatlve wm

S3otzth RegionA:69 7 79po '@79

,ast South >,ntra Ift&ltr "to 9 77 2 17I

.. Relative vws.!. aecording
to industrial mir

'3omth Atlewtic 89.0 8-6 -

Iast South Qent$raL 90 .() 92.3 C/5 j

C- Stea :,.,'diz& w ex

34t'h Il t 85 2 89.2 L 6

asat S.a C'.' I7.8 83.6 811 4
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..S£.W3. .^cnif In Si~'th wor.. ith t n f the U.S. h&,. t3.,e i;i-,-,v-

c h^ x~ug~A caseO ixr at tah to 1Afi e8ntia. rnteq

za2.aX *rntg in'i:n, svcwtatuwrinrg aie b-l-ov the ,lt4iv

ieIhis n t-rTatabLe in 'E-x eq'.ae1 prqporito n o
i

^

1)m ustrr miexecmdo relat ?xe.1y 23,7 -a~s :fcor simlar work.

a ac y -o w1y na*'ninht in fob The 223e

in , a3tu,1 Zell e[,t-x 3 within the raivX4,J 90

)Li0 i-ztes a ead beqr~i ti..t ra;gee ealled hi :-i leoa

,s-, isditbtriea tfsx Pthe -tapse, of Table 2 he! measures in ft, A

of 1?ab 3.1i, 2 am decievd in s.h;te imermn2. as Pe-t C of -ble I bt,,.; Eaw

,=L3iaed to ib- >hli w~w6Lh li iotw4e3;; that le, they zaeasxie thb

?e. agke 1.exvs, adjusfted -fr Ininusti&.scu21e TJ~~y

thi-d kwhpot, , -that te S iutha T orst ;: position is I7~A-4 s`

),n-JWitrie.3 floriew, vhe!werx the dutn aare. et ighted by ez!oy, .-

Pit B) the differamees betveeta hitghnd 1c-,we industries twtot tv

dl1nppewr. On the 1x:divid-i.ml .Idustx level other forces sucl.w

eoirrjxwc or iunon _ policy mea,!lix¢iicx)rt.ant in dermin;n t:hE

3itry' S interregiovaJ.- ige -*ttiou ztan i'.ts position in the ~name

or> ts uses of ta reg1ogio, s e-r'Ce or p1entiful types o: l&abo-

3uob, 1eXm diffexeat.iala rxlgigk b>e e3Taelzed to iiveane 4t;

k? QgroI.th o1 Mzu."actnrlxg S-n the e3outha 9. le 3 ilates thV ich

,o.ae the r^ases Yowever. th.e aiari'Aoe r.e ol gmvth of 8lI marxtr-w..
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Sout-beru S~tAd 'i:.ed Wagns
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A, S ed Wagd
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Pleltive Gci~ns or Losses in iAetwdng Employiri
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-Ian an area dzp'xe -j -,. 4c vg'; ' ;rovitb

ivXustriep in the av--ez -0 A41oimJ. riAt ees of &ote, ut

extent to thijhl the-tiuie. L"ruc½R- 2. t' area s we-t: :

xydustries which, nt the ianti_-na lo.vel, cv-e otor slow-grovnzg

Tabl.e 4 show; that the South, on an.Iiitt yorduatry '

L.sb been rilk>hi rapid strtdes e

But Table 5 Iicate the deuYtev ;-o cth recent gains, Inr -

ftigrtion of-) frar. m btOhceei, a~t best, a a

t offsetting -eoat;veay 1.;.aL t:t3. >onuJ.st-re-aser .t

L9'O>O,, ithe net population iceraze -3 22 '.rrceat for the C; ;

cotccared vith a national aven:-5.oa72ope22 'ent. Ap,frl39f O E

w.._e the nation lost 9 per ce- of -.ts;r cr-altrtt 1 population, the., £.)

Io';!t CoJ.yv 7 per cent, althougr eavttveymore people vem leaving

3otv;Ther !,ar, 'because of the iigh v twal rate of grovth of lis pfo,

Even if,, in the fatwue., iadustry wri"me to the South and iabo.-

imt~rated outx of the caea to such a degree that Southern workers rLi Li'

U.,fe sa pay as the. rst of the nation for identical work, SouthMre-

&'-rc-1agae Wages would remszn 'b&-v nat1 Ronak Lev,1ls because of the.'Sc:
derfQce of l3wAeeve industries in thae rgion, Attempts by the Sciith t

anLter its industrtal mixtLto cffOYborzm to tuhe ni1tOionO4 pattern vcxru r

iaeduce the demand for, and vage.u of the, 3.lo1I .cpaid vorkers.£

despite the wge pzrovemnt f the industry -nix, the direetion o0. z-
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aptt;tlrv arJi!otian to cit emigriti --Ir,
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HIiP A n denot'i? Soidl, xad t± w'D*Ao y Ejrai , Io bor inp t

ixmd (-va33s addd bs -anafartuo W.bS was# rion- .? -ustry by indauntrn, to

',? ferewes Vb tyj Sof work., for appr>,xiwt^*O 150 industrial,

. O.,si a4cations. 2?a mivis armsr shown in 7 Thle A positiv dBiffowmlXfee

:Dwoit ms that equation 2'2. holds, t fP porting the hbpothess! a,

X'', p ¢consider the Arpe tiwi standard error of the wnan and T valw

:,7r5 and 1033; SAS, 63. and 2.. 26. Thesew ldasctes reV tiVeiY, a

yesr cent and an 18 per cent probability that the incan of the

JIFtt. bution differs from zero as a result ttf chaaice- Tees11resttrePlss

as 'to the valtdity of the argument Jowwoir, sowt, employments az

rxvc xIsportant in a given region Than ts-thprs, sad it is possibl tati

r. ~ would be different if a i-w-gtez d avezrW was computed. This wa!-

X .z 8-hIe results arguing more strongly tagainst tbse menoponistieexj3icJ:c 'AorF

oq'ilcr'} as a genesral eaupse (it nay rtilJ be utt5t valid for .srti:

Another explanation for ilifsxrentiaa.s would be a relbtiw defi

.IZ "xirwodi for the products of Misustry as betvaen xvionrs This anIje>-z

o tl hold for those induntra in which therv ivs, ry little regir!z

..;.a.2aztioandp conasqentl,ir-t tInterreginal, trade: with $ ra&

p.t, would mov -to an intrr-;gonaleq~ulibrium with the exeeSrA sq;F49 vy

)f 'revgion satisfying the extsta desand of tbhs other. Thexrorefi sff e

oi valid w'n ii.1.1 find g>roater Uffenm tialis in those industrierz;

Mo a there is limilted regon.; .pecialization, that is,0 Vmladex vo}U

Inverse re&la-tinsbhfbt1w.p>b*-n M t.Tefrntias and specialization.
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-abor supply coa1d;ions cteElica: the probli.3 the Rqpply,
ac~t~ujnt^ t . d rndybVb>?4 gre-er Jn th ut.ht; the (-tstt.Lbtlan of tr

mvxt ?Qs 't'een industries .na .iffer htbf.- eeu regionts Mle; first' psti

-a. bte ignored,a.assurig no intenr ional differees in the dtstribotkc.n Of
of the first possibill2t

h4e tots). regional labor ;xrles,; the effe6ta,is either to magnLfy or

Am"Wil!3,8h~e differeatiala in both titer and Iwtramgional tra& secz¢

!o ..rwzend posaibility would dietort th, corro ebation eindicng on thei.

_rXwbability that a re.atively low w.%e industry in one region is a rel a;&Y

siUg Ym industry in the other0 Table 3 Provides sonm Insight into Vh_

qr.bP,-,_Uty. The teest is applicabJl vrit thom ±tndumtries in the ml dd]

coI ix'cT etiminated.

An Index of seialaiiaation var, castrwued by tee of the folri;

,rzxPrtqSs ono In

kvi ,*Rij 'fit- hij

ht;;"bt4-$ "iD of s -inntition, brnmber of )Tar hours worked d .

and regionc, xyetvey i index aisatwii no dlf rtncefe. lx4

imts4os't(na ¢3nounmuioni Fattern or marginus physical prodcti$wity AS

6- ii. A-al1tue greatper t-Aaa ow iLtcatea special zations zr ative *to br

spt~o~ The index vwa tiittt corre4atWod with the wage. Iferential of tUgn

fiit . v lidthth lthe folhvIn region&al corxaatioa coefficients rou)in

-82.; MSAS -.2856. The ieney of 9'emand htypotbsis is not,

rfb'4nx.J)- tvied0



T ec"Xcess l.abor P2--xv ilVv ii; is normraai tat'ed, icn

0%( @.¢ ty3week. To &?fizn, excese up61p f8 ft izg Ehen dlf1ti&Jl
Zjd then to explain diff entials by- th : resenct of exceas SUPplr

irular,, A better al ernative is to define an excess supplj in terri

< tbs relativs suppy of The ether factors a? production.. for exampl;e

at4~; lack of aepitcCL Ogne cannot re&aly asess the sgnif icau oe?

-.-I'e. S~supplies of factors uretiU 'the rional production functions 1i"'av

lb forth epilwaton, ;thr of different regional production

,IouL can be te 3' Ass: thn average and mrginti prodUl tY

r .ootional, an expected ww -for southern workers nan be eomputed

mging their actual value a4ded per hotwr by the ratio of northern

88;' } F4 wages to their valc a-A4pd hour,, that is-,

(4 ) '1w
w.

fiexpected wage, ,rw-actva.;t wage, \=va3nell addt-.d per hour, and t

a g A) regiolns Tablz 4. &buW$ data whicth indicate. thkal vken the -s

,jefzwr~ southern workr~s il sub ?tractd from the expected Wage and cxt'

,a .rmcentage of the northlern workers vage, the differwentials that,.

1r4X rea~dny distributed about. ThrE mean value of te diffrrmnt
i a.rd Berrr, and T-salue ar', tEC - 7 L,89; i?

t,9_Ip l86, l.04. T'!huse, the respertiv nm$au have probabiliitssfA

)5 and 30 per tant thbat tey differ from zero b3y chaace Thus9, wag
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Earl~wi ~ij Copar ac'lw - and S3kifllDtf
__-a_._ b Re.vi;e t 952

'15n eanimgs data se. -iihiri sstudy ve.e compiled by tchc Ue

oft Labor Stz;iteies in 1951 for Ii cities. Thei, was substantial tl~ejonnaI

variation,, WIth wegcs gener.l3y bighest on the West Coast an-d lov t ::n

Vae South )ntereity vage differntials for comparable work wer; er ;

pronounced for skilled than nskilled vorkers. Available evidenrc.--ivdi-

eates a definite long-term reduct.xon in skill differenti mt

wage relationships are shown in T-nble 1

DiIJferences in the cost of i-ring a:te often advanced as j .

ior regioial wage differentials. 'Tcble 1adicates that little

tion exists betwen wages ard the cost of Ulving in the 11 eit'.:;w
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.4rde~s of Avei'age *nings' ik Selected Office
and tndfrect mualtype 0cacpations in 11

Cities, Ja une 1951, nd T
Cost of City Woark~ers Vatwlt)y :Eget,

0ctoberr 19Sl

/7- York Mtjy=iOqJ

!1tijzre

Tloston

AIdrepcor

)Damwer~e

'fiork Cityf

L.z)xland Q0reg. )

Slun ic a

Indirect 4tY
Office ina

90 75 K36

89 34

87 90 ,3

98 93

1-0 101 r-

92 716

106 ~~100

90 34

100 100

101 105

10 109

f.; ~ 1,
1., Ewcluces premium pay for ovartim eAr nigit work.
2- Pb inabxmttfon on the cost and content of the city roz:

bix3~et ee Iabor Review, Fbruay 194 (Dpp. 1331-170)e
3. Data ats aaes

B._.J::.4 v* t*wwaa< I 11!II. 7.

.: I ".
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Abldner "LIabor Mr'et aornt ad ;All Differentials in ,.
Industrial Relations Reserh Associatione,Fro.-e'7n

Goldner chose the standard mtropolitan region as his ci-. ;: .. .on

-f a labor market in order to secure comparable economic unittis

mtropolitan region is characteriJedi by it-s three components

metropolls, surrounding suburbs.. arkl rural hinterlands Int

as an economic unit.

Goldner chose to ase aibso.ut.e wage differentials rathe-.1

reb.Ative differentials for Iwo reasons Firstk since he used

oection lata, ther- wa no need `'o =ef Ate the money wages $3

e Pattrxbuted littl.;e ixpportarnoe tO :e Possible effectsof iiv-of

'wage ariation. Secondlyv, abbsolixte differentials did not he

,associated with area wage levels whereas rlatitve differentiah .}.

-nve~rsely8 related lo area aage levelas, Pbl1owing the principl.Le

>mthodologr and dat-a t ans stormati.ons should bave neutral effe--c'

'she malysiso Goldcner chose to w.e he absolute differentials

The data were diaun. from ihirty-nine W.oxr'mrket surv.,3 .fl

jy ,the 3reau of Ihbor Stat".EStias in 11951-52. Comparability 7'

-;js enianced by the use of occupationally standardized wage rt :

Avrther coomparability was assre bse-aiuse -'he information on . i'

J de£.-.1rived from tPre sinte

`Zea~l.'1ts

Lh~e followirng regesiUs"~W s astjiwned from the data~

W 1L9 >36 Az7 0.o 02 87, lZ^

.tt.Se l8o4



Gel -:nerL

w4heive
'4 Is the SMA (standa7d imtropolitan area)2wag level in centrl:;
Z, is tha proportion of workers Govered by unior. contract.
2 th* log of the SMA population
Z J.s the proportion of SI{\ employmnt in durabl.e goods manufa-t-!-...
Z8 is the ratio of per capita rural income to per capita urban i. ore

in the metropolis.

An economic interp"etation of this regression might run as fol lc'.

L. The demand for labor is a function of the population (ref.Lc -

indigenous Consunmion) and of the proportion of durable goods n

facturing (reflecting the industrisl and export potential of the iv^s)

2, The supply of labor is a funot.on off the potential mdbilitb r,> 'the

rra~l labor force, as roughly measured by the ruralurban irncor La,;i.o

3. The greater the degree of unionization, the narrower the vagE-datnpersisr

is likely to be and the less the diversity of wage policies0 Gutei¢.ve

bargaining raises the average level. or. tmges by raising the 1cvX d

of she wage distribution0.

The absolute wage differeintiel is obtained by subtracting ',b

oiages of the unskilled workers from the wages of skilled worker''t, e..%

tolJ.owing regressions define these ,relationships:

s 4 114-57 + .46ZI + 1016Z2 .0143 + OOZ4 (2)

U = 37-15 + .47Z1 * -72Z2 + .4oZ3 O3OZ4 (3)3

SS U u 77c.42 -a OlZl + -t$Jr 3t,; G f30Z4%>
Nbre t
S is the SMA. wage level for skilled workers in cents per hour,
U is the SMA wage level for uskillled workers in cents per holu..



i' daldnar

Al est all the explaiable irinaltion in the skilled wage.

*2) 5.3s attributable to variat:ion in tha degi'ee of unienization ..'

,,he size of the SIMA. Unskilled wages are affected primarily by 1:.,iN-

ences in industrial composition and rural-urban income ratios,

Bquation (4) indicates that the absolute wage differential is

umbject to both narrowing and widening forces,, The dilferential- e.nI o

t-o widen as the size of the SMk increases. Differences of aboul. ar

cent in SMA size widen the skill differential by alast half a

3nce the SMA populations vary in s4ze from 250,000 to 7 rmillicn;

total effect of this factor accounts for about 7 cents of the e-p> - on

ijn the skill differentia. (Note that the coefficient of Z,., is ;. i

60 per cent higher for S than for UJ, Since the skilled wage J-.3'.

1l.so about 60 per cent above the unskilled level., the vage effeet

SMA size are proportional to the level. of the wage rates involve.' _F%

the same change in SMA size.. the skilled -age level will change &'

60 par cent mare than the unskilled, Thus the absolute differen.t..<,I.n

yidens proportionately and relative skill differentials will be r > r-ly

constant for SM49 of differing sizes.) In contrast, the differeri.r8.

tends to narrow as the importance of durable goods manufactiwre o3;

greater because the unskilled wage level is raised. The differeY."r.>.sVS

also tends to narrow as the rural1Aurban income ratio .-ises becavu£(

the unskilled wage level rises, The effect of unionization on L. L

differentials is neutral. tnionization changs the level of skt2

and unskilled wages by about the same absolute amounts.

1tw do these factorn affect ,ages as they do? Ome obviouti rea'sor.

is the extent of the market As thea size of the economic unit ir.



nore specialization and division of labor., and greater eff.Lcienc:>v tLn

tra isportatiZon and zmrketing,, are possible,, Furthermore, as the ¢i e

of -Ie unit increases, the service sector expands and proides tle.t>atii..e

employent opportunities for unskilled workers, HIence, uxnskillet. w'lgas

Aull rise as the demend relative to the supply increases,

Lbspite the congestion and social costs associated with lal-gf

urban centers, their existence is an expression of their econom..S

efficiency. The association of changes in skill differentials vActh

differences in the proportion of durable goods mnufacturing also

generates interesting hypotheses, Let us asum that this propox2-Lin

is a crude index of the propensity to export. As this index rises, the

inflow of payments raises, this study suggests, the lower skill -7.r.d

income levels. A similar effect can be noted with regard to th- ,-vuN

urban income ratio. These are questions which will be explored j4''* future

research.



1) DoeK~tyL "3Regionl Wage bi~l-e^>at`..ala Industria'. )levelo n-n1-A
ManL1facturers Ptecord September, 3958-.

erhere are two major difficulties in measring ve diffexrc-n-1oas.;

?rati , the precise measurement of regional differentials should be? in

txermq of comparable jobs or work operations. In practice, the ivtlable!

date are often such that rough approximtions of job c(oparabllity! Must

be used. The second problem is a result of the increasing comple.Aty

of compensation systems in recent years. Fringe benefits clearly' alould

be taken into account in the measurement of differenti.als. Howevwer; In

eneeral,, quantitative data by industry on employer expenditures cr t+ilge

benefits are meager and hence this factor can only be roughly e&/ '}ted.

;n addition, a we differential does not necessarily reflect a il'or

cost differential. In terms of cost. a higher Wge level in one ge,!on

as copwped with another may be offset wholly or In part, dependirxca on

productivity experience in the respective regions.

Despite all the difficulties of measurement, the widespread 'vlrew

that wages for comparable work tend to be lower in the South appee Vs t-o

have substance. In 195-46, wages nSouthern manufacturing erte 1.5 uer

entt below wages in the Northeast.

There exists a tendency in the South for the differential to ,ra--

zith the skill of the occupation. Mhis is illustrated in Table 1. Tthe

date for the South ar an averae for 13 selected cities; for the

of' the country, an average of 25 selected cities.

These exaples could be mulciplied by reference to other i .v.>.

.rle Other studies have shown tbat the differential widens in Jobs o-

Lower skill requirementsc



2x-aty

T~ABIZE]I

Union VW Scalex in Selectd Building Trades, 1956

Br leer O!Mntere Eletricians la~borers

South 3.38 2.68 3.05 1,.57

Rest of
comtry 3.49 3.05 3.25 2<o26



-Tbut!

Nlt only does the Southern vage differential tend to differ a-no^i

occupations classified by skill; it tends also to differ awng industr7es,

In rny instances, this intr t differential has been reduced or

elimiated by union pressure. As we might expect, the differential is

greatest In those industries in hici relatively unskilled or semiskiLl.e6

labor forms a large proportion of the work fbrce.

The persistence of a geeral differential in wages reflects the

underlying labor supply situation in the South. For may years, popuin-

tion growth ha been peater in the South than in the rest ot the country.

In addition lov returns in agriculture,, combined with draetic advances

in far ianisation, have propelled large nmbers of workers to seek

urban employment. It is these relatively unskilled entrants into the

industrial labor mrket who depress the levl of wags in the SoUth.

But wWe differentials are not static. The key to changes in

wages is mobility -- the movement of capital into or the movemnt of

labor out of an area. The persistence of a general wag differential

in the South reflects, at least in substantial measue, the imperfectiozm

of labor and captal mobility.



Av N, J&arremIl"Jo b Pay Levels, Differentials, and TrencLq in '20 bor Marex
Montybor Review, October 1959.

Wage and maary rates differed widel.y aog and within geoTaphiee.l

w-eas and - ndustrial groups in each of the occupations studied in 20 labor n¢'-k~t;

by rthe Bureau of Isbor Statistics during 1958-59. The data cover. off~ie ozculpaicn<-.-

(23 female occupations, 6 male). fbur professional and technical oecupations, and

14 pIsnt occupations.

Workers in the West COmt and NOrth Central areas were generaLly the

higest paeied Wage differences were greater for unskiled plant workers ttan

for skilled maten and office workers. The magnitude of wage di.ferenc~es

mong the area varied schat eng occupations.

For a few areas, unual variation was noted in the relative pay -values

and rnk position among job groups in the turing and no imPnu1actuir.rag

&tviaions. OGffice workers in manufacturing in Detroit held a distinct salary

advantage over their counterparts in otber cities; bhoever, Detrmoi oftice rpa.,y
in non-mnufacturing was exceeded in three other cities; and Detroit custodiel

workers in amstxfturing ranked second in the country, whereas inrion-m etu-i ~

Detroit custodial workers averaged only 91 per cent of New York CIty pay arx

ranked 9t among the 20. The maxasn differential, in percentage terms, s

greater for office workers in cmanfacturing than in on-maufacturing. Foe

Akiled maintenance and custodial workers, the msi=MRudifferentis

substantially greater in non-mamafturing; mxim differentials for the

materials movent group (truck drivers, etc.) were similar for the twe broa.

groups.

With very few exceptions, are-wide averages for men exceeded the



:1 ~~~~T art-Ja,~ -saezt. F'or the cx

uLCJ£.t.X >. aehexie there were datz, ifor both Jees, menr avexvge we~k~y 2

2deefue T' by az-,, murch ai; $22 for order co ±5s- -'.a the thre p.` 3rntt jfulbc

t;he hom...Ly diferentials ranged fi 4 .03 to $ .17. Differences in iud .%'

tic bng¢h o, service, an orience probably influence t;hese d.fie-t.s

Thrv% diez'-%ere between menI a and wmten I earni w s greatly ie£c, cifihv.;a

fxe 'ia~Sscn ;e~ limited to esteb.liswents which employed botth. -k' -

tvhe dvge difference between rmen Ia &w women I earnigs was 6 pe:> Cen II

~afact:;in and 19, per cent in non-maufacturing establi nts, (tot *

,3 and :v per ee&r respectively in establiabaents lemloying men enld voaaen in

the aae Job,



1DL,

Aver'age lleekl~y Sa.1ries for

Pour Professional ai §-chnical. Occupations.
20 Axes, Winter 1958-59

4@4.rea jl tD.r.mmen (men) j1ntria
b m~~~~~~~nrses

).,er Szerdnior Junior (wmVIen e

xosce&A t O

3->Stor. *1h9 00 4.13.00 $8i.50 $81.0-

Bu.fl"I'.'&so :53*50 U19.00 37.00 92- 00
Newaer-. .ersey City 132.50 I1k.. 50 86.oo 883 50
Ifew Yor*. Ci1ty 166. o 1n750 87.50 93.00

i3.a e~p1Ji : la6 !L49 >t 109e00 81.50 85 oc
south:
Atasnta 151.00 110.50 82.50 90.00
Baltixtma 138.50 112.00 77.00 8) 00
!~13.1 f 120.50 97,00 76.00 84.00
Memphi.s 108.00 72.50 80 00"
$.kw 'Ort'~is131 .50 81.00 84 50

.i.4500 127.00 93.50 92.00
Yet-t'ot1 __136.50 96.00 98 00
Mi;waLA~J 11f7e00 113 .00 89.50 87.00
MieawPo.i ..3t. Paul 108.0o 8Z.50 85Q00
ft. Lmuis k6.5o 115.50 89.00 85KMo
Denver 1 50.50 128,50 82.50 82.50
Los A eks -Long Beech ( .42.00 112.50 90.00 97.00
PFortlau _10T.50 91- 0 85 #oo
an Facisma-Oakland -132.50 112,50 90.00 94 .t00
et3L|e 183 t100.00 8.mt 50 830 94_.52 _

MM: LwheaIndicate no 8at~a reported or dt htbitme ~b~e~cd-at-A tbat do not meet



Pele1bti-ve? P.v^ 4we.3g .?)> sr O Pt;t; ,t- W A p,PIM t

Wbrker! i. 20 11"Abo Markets ,

"~'A.-to:" 1958-59

ly-ew Yo-ey (.711y t;t>

Ei~~rv~~t 91~91 95

.Stt"a:Iit}'* Cit~y .99 t<) 105; ,
oNewl;)~ ri9wS t0 | i 10O {<

S *] t~<W~t {Iw~r)94 z10 L 95 <
',-~%tAX Wh

.*-w<$^So~~~fi~s 92 § ~ 91 75 814.
twk" 0I 93 101 . 87 b

.j R~~t v~~i 93 9C f ;rkt
;'Aem h ,,r 89 t2* 73

tea<)CX o~~~~16 ;UU2 ; 04~
2 tU r*>-- + LL~3 1 1 st

Mt [+we;.^fie g39 5 10-7 10 T~c
inne-OD8tis Paul 91L 1OL 102 tC

St, ,xfih-'z 95 108 96j t ,,y.

st*}1Sf~~ ~ ~ ~ ~ 9 1 101 95 r
Ls Ai*._tal>n'Son Bew 10 109 3E .0 109i

brt,1s~~z.~~rnd31 109w 103 .(
SanF-tn-,jozc-ek.1eanl Ur, 11 i :|S?9 ~

^Sla~ttt,, 102 10 1D

a--i Ird-sms we* bae on v sala is for the f013.0in aer"'Ias .">;hX iK
-aleeks., escoamntng., ceass A; elaki. acounting -glB; C,,s&er X<4

%.,Machie Os b-t~$, cUS B; exLbks a*Octg> c.a A; clers, g~m;SS;>as
B-, ea-jets.Il c~ B; cle*,..pa~rroL} cqe~ter opebrst :-.@.z:>e.- -
Dts 3retev!irbjd50.si-tv br, Se~eml; swtobord oratrs typ:!jtBf ,>g ,§

.

ty-rdstb- ax2$3B.

2., 111-e ft&.:,>m for t~he ims pmt-vrker grops ar bow. e", :&9ste~'
folsvil t:--Oton. SM1t2D Oi l ~ g ~c X,*fe~itrewis<:heecsvttwet5 >v~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~n}ae~~~~~~~~~~~~~~~i~~~~~e+.liE~~~3 lexet

;4.ue1tbttn; es a:xtEomt:e and md-i e ~Si , and>IVaiutea -CWT¢:AL.gt§~-. -t;g.aytees+^ 'a v''a''tchem<- arA .....5t~ ..WAMUL;t>;M MTi°



!Kanninern "Ige -r.-~fferznieen Arn~,zn abor -trketss I Ii1'kfI-L~'
,abor. JRview, *1L if90.?'*

"his study anayzes wzage differentials for selected or

!2. :-AI-.>tropoli'tvan areas d,1ting the yeea.z ending June 3-0, i.96V.1-

First, computation of aggregates was mde for all i'trit

cri.rdsj9ed and for manufactui.ng and1 norn.nfacturing separateI. i'mn ;

&. ~ These area aggregat-as amr the pzrodtuot of: () the averagewe>>,

s~laarne.s of both sexes for each oi' 17 office jobs and the ave-,sgo

xaigt jti~hourly earnings for men.in eaah of eight skillec mnu

-e.enc; jobs and for men ki. the- two unskilled plants obs and 2)t;2

a' -,indhutry employmet in the job in all 1I88) standard b <ro-o014-

Si~atis; ca) AX as combined, The axea aggregates for each joi and . t@cr

g'otup were then expressed as percentages of like gr<oups in allarll rl

cambfiJfrted

The dispersion of area pay relatives within and amoneg

i voive :i a variety of factors, including differences i inditi 7.

c ;m ~sv; ion, (community sizie and unionization. ?Ly levels in ;a.h

tbe ,ree job groups were highest in large metropolitan areas !tn w-nieI-

m£ Uas~ urting employment, wis concentrated in the metals, meta.. orr.

c] cic' ,petroleum refining and rubber industries. Thterregiahna,.

zeomar-aons did not indica^-e a consistently higher position fox- a.

rej;,'con. Although Southern areas, as a group, had the lowest pay levelh4

-4I-c;ulaly for unskilled plant workers, individual areas ran.kcd amon:L
thi nat¢5)n'os high-pay areas. The distribution of area pay rel~:ti-.ves

Ao, the four major regions is sumarized in Table lc



TABLE *I

Job grou.-p and region

Office clerical

WortfhetW.X

North C7vytr;a,;

South

m~lCwIntenane

Ibrth >~s>

'30uth

le~t

Unskilled plant

Northe .rst

NorthF Oenr:3al

Area reais

Number TUnder 85 and 95 and
of areas 85 uner 95 under 105

19

22

26

11

18

22

21

8

20

24

27

11

3

6

2

1

21

5

2

,X0

:3

8

2

7

2

2

1

10,

3.5

3

6

7

13

5

6

8

8

2

S

. 05
Ove~'

1.4

,5

"I



-y. rel.ted, anthe 2xe-hf(aS .ng.L factorO

.-i.-tted. Bience, the aEvociat-ion olf .elative par; Isvels Bri a

. r ~c iIar characteristic (.oes not, irrp a causal relationshi-,1.

Tadustrial. cexposit2.on apCar!A tc be a i-joar factor Li

d-kepfD2;iAni g mrkiet pay levels,, eAry all areas with above a~- raE

yX -trt'lE; had rajor concentraticas of manufactujrng employmerr' in t.e
uf, oen.:arltioned industriesc

"'here also appeared to be a consistent re1.Ationship bese--.1

5,- &-J!, the comnity and median pay relatives:ethe Lnrger tV .zci

vrltii zthe higher 'he pay relatives. These relationshi#. are sunxi s

.e degree of lmioni ation in an area seemx --o have a c--.rrew-

iY Clh :ion pay relatives, although there are signflicafnt, esxception,w

wiech indi(Ate the iportanee of otheir factors, Qhrleston and -vtxfe:..

fr ex::s.mpie, had pey relatives of II) and 100, -espectivey,;ty r :; .,led
p. vit ~Torokers; in each of these areas, between 35 and 40 j.er c~nt t:,.z,

p.a-nt ziorlcers were covered by agreemintst contrast,, tttle Ro& ^

*z rwhesAsr with 65 per oent covered by agreements, bad unskiU.te r;t

rritiives ol 69 and 75, respectively0 The two fo)rmr areas ba-d. a lare

p*oportirxn of eirloymet in high-age industries,, while tihe lttesor '4J5<

had little employment in these industries.



aCrfea pay relatives i

Areas where the percent of sax .ac t
einloymnt in metals,, mtalwotekin>
chemicals, oil refining, and 21bber
industries was

LausE 70
t~k} 2,¢olu, 4:?sd area populationr than 0 5069 or more A11 a~rfc

Uw,,Qa,,Cltr ,

I mill'Lor ox, more

2-o0 ,:;LX less than 1 million

Ui-Lastn 2500000

AIJ. r.s

Skil-d -rmsintenace

'rjiUiixtn or mNre

-;020X b,-1' less than 1 million

bs.s than, 20,C000

AJ1'IL area,3

99

88

83

89

96

92.

87

90

.<4I cd plant

.4 tiiLion or more 10

?20L5A ..)OX) be.t :Less than 1 million 7

Less, arin 25o,000 8,

Al", as 8

98 106

97 2.03

98

98 102

L00 104

97 103

98 103

I01 M11

97 110

105

.00 1101

1.cx
96

90

97

101

98

89

98,1,,3

96

90

97



c;n,~iveeA3i r utez-c t DiSfe;erda s t.
*., '3ank of Bost7,n, Research I r N

:We Gt'Qiy i a, doct<,al thesis ptreda-t the a .

D) 'A o? Technology and pvllished by thbe Fedelal Reserve Ir .k

-xe major part of the study is an fz'1y-sav s of *sf de

etf% T-,king industries in the iev gI axea. The dataea-

*<E^a---b queistionuaires from a limited samle of f:irm in r7s

t&6t 4t :) ~e-w lnond.. Mtensive statisticnl tpw18ts me-re sgp3 {-

43, YTV.c rIhv vaidity of' the sample and the nature and 9ipnI-.:t....n-

-g0,>rj? ^ a5s eZJang th- seven markeiC¶ The survey cor e-.red ?V ,os

zIa ;$ 'a .ti~ons rpresezmattve of key production, maixtenanocej,

and ofice en clerical aewAvities. On the av r

,nl. of a give"n irm s employees -wers cove-red by the clai 4.t '

dttr-city we differentials over a vider geograpical area

1,?;'5i'ze:fX by tZ dif-ferent Methods. The first vas the "typiceLxal

'.en typicl firms- vere identifited, vaxyine vi^th sp

4e. *xfid ad cOccpational rixes required by dilc.rert metal2nv-> (

cpl&;, ,-tei.'s.^. aerae hourly rates for& labor fotr each of tbh.- -ZA-er.

veware derived f-or each, of the oeven New Enaland lA' or

~ ~1..s.53o,'l33ing Buireau of Labor Statintics 6A.ta, ;.e sa w.

- e .4 to 26 cities thr-ughout the sat¢on.

second rthod Jtiwied irustry and area effeta pi-r:e

- te:rne uat proportion of inter-warea differentials ca.tKLd

ntff v. ;.d. to diferent industrial coiposit-orns (the "industrytb

wi bov- .),Ucah to the other factors which infnuee wage levels in gi.e5a

,s,3cx I',,e "area. effect") Ideeal,, the industry efect is rel*a+te `tv



Acumulited side. of the -ark), ltae arc. ef.c-t ielates t,. F-7

a ez-3e effects were iL.olated a fo lows: average houdly v'tlaxiv;r

al )'7C.cttiOn icrkers in each of 61 UtT 3- cities were tabulate," Tbel:

<2v1,,w.ry J4aIghted aveavge ;ege, reflecting t~ie indutria.l strua-ure t

s4uten. fo each city. Tbis vas done by tabulating the man-hour wo,.:

,6;aah '-nro-4lgit industry foTr each city; the distribution of

i.y,-a;` mnultiplied by the appropriate 2ational average horly

?or each industry; the sum wa divided by the total Wn-hamr~c.

*~n-9)% -- tuhe city, thus giting industry4vaeight .8.average hOUrl; ew,,za

eadw.t:., aty.3i*Flivml this stiatiejticb tihe values. O th aree. andL Innd-w\9rt,-

ve ce deri-ed; the area effect is equal to the actual rate mtm,-i

*\ xy- iighted rate.; the industry effect is equal to the init*
Xe~t.* .-ate ainus $2.29 the national average hour4y earnin-' s

- v>ac-uring production workersai June, 1960. For example:

Actual Id. Wtd. Area md
Area Rate Rate Lffect EfetZt

-A2acusep N.Y. $2.37 2D 1 -,02,4,

`*Uthin the framwork of the analysis, the di renes in Indmn> -X,.

.<-oi-,.onexplained 80 per cent of the Uice of actual mmragea,
ro-tf lsn>*acturing production workers ean cities across the cot*atr,.-

-.s. left as a resm.L1 were partly explaJ.ed b' ih-

8 czefbor w..0ts, eost-ofliving, and nobility considerations, So

de4- !.Xndsi, arrea effects my melde any nuber of present adhis ri ni

, cr fetecftig inges in different localities.


