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ABSTRACT

The study of the labor market across the past hundred years reveals enormous progress
and also that history repeats itself and has come full circle in some ways. Progress has been
made in the rewards of labor -- wages, benefits, and increased leisure through shorter hours,
vacation time, sick leave, and earlier retirement. Labor has been granted added security on
the job and more safety nets when unemployed, ill, and old. Progress in the labor market has
interacted with societal changes. Women’s increased participation in the paid labor force is
the most significant. The virtual elimination of child and full-time juvenile labor is another.

Two of the most pressing economic issues of our day demonstrate that history repeats
itself. Labor productivity has been lagging since the 1970s. It was equally sluggish at other
junctures in American history, but the present has unique features. The current slowdown in
the United States has been accompanied by a widening in the wage structure. Rising
inequality is a far more serious problem because of the coincidence. The wage structure was
as wide in 1940 as today but there is, to date, no hard evidence when it began its upward
trend. The wage structure has, therefore, come full circle to what it was more than a half

century ago. Union strength has also come full circle to that at the turn of this century.
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1. Introduction

With labor productivity and real wages lagging in the United States since the mid-1970s
and inequdity on the rise, many have questioned what has gone wrong. The vibrant American
economy of the immediate post-World War 11 era appears duggish. Labor productivity was
equaly duggish during other periods, athough none lasted as long as the current dowdown.
The recent rise in inequality has returned the natiorrs wage Structure to that experienced around
1940 rather than introducing inequality of unprecedented proportions.

Most rdevant to placing the current labor market in a long-run perspective is that labor
ganed enormoudy during the past hundred years. Some of the gain was reaped through red
hourly wage increases and enhanced employer-provided benefits. Some came in the form of
decreased hours per week and decreased years of work over the lifetime. Still other gains
accrued to labor in the form of grester security in the face of unemployment, old age, sickness,
and job injury. Many of these gains were obtained when labor unions were weak. That is not to
say that organized labor added little to labor-s increased economic welfare over the past hundred
years. Unionized labor earned between 5 and 20 percent more than nonunionized labor, of equal
ill, during mogt of the period, and nonunionized labor in America may have benefited from the
Avoicel of unionized labor, particularly with regard to hours reductions. But there is no hard
evidence that the American labor market was fundamentaly transformed by unions in the same
manner that European labor markets, with ther indtitutional wage setting, employment security
laws, mandated works councils, and centraization of collective bargaining, have been.

Across the past hundred years the face of the American labor force has been radicaly
dtered. Child labor was virtudly eiminated, the labor force participation of the aged was
sharply reduced, and women increased thar participation. Whereas women were only 18

percent of the labor force in 1900 and most were either young or old, they are now admost half
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the labor force and ther age distribution resembles that of the mae labor force. The rise of
womerrs employment, in terms of its quantitative impact and by virtue of its socid implications,
could rigntly be consdered the most dgnificant among the three mgor demogrephic changes
considered here. All three changes have, by and large, come about because of secular changes in
labor supply and not by dint of legidated condraints on labor supply. Legidation was often
reinforcing, as in compulsory education, child labor laws, equa opportunity and affirmative
action, and the Socia Security Act. But long-term forces had dready been set in motion before
legidation and provided afar greater share of tota change.

Fndly, the labor market itself has been atered over the course of the past century. In
1910 27 percent of dl mde workers in the manufacturing sector reported ther usual occupation
as Alaborer) and 30 percent in the trangportation sector did (U.S. Department of Commerce 1914,
p. 53). Yet others in both sectors were unskilled even though their occupationd title was not that
of Alaborer.( Many of them were initidly hired for brief gints Subdantid seasondity in
employment, cydicd downturns, and genera business falures resulted in job dismisds and
layoffs. Workers today have no assurances of job security, but they do have considerably more
protection and expectation of employment continuity than workers did a century ago. Although
young workers today often choose to leave ther jobs to seek better opportunities, they build
more job tenure when older than did comparable workers a century ago.

It might be incorrect to characterize labor markets in the past as theoretically-conceived
Aspotl markets, dnce wages did not adjust indantaneoudy and markets did not clear
continuoudy. But such labor markets had attributes far more characteristic of Aspotl markets
than do labor markets today. The growing skill content of work has transformed labor market
inditutions. Workers today have more forma schooling than in the past, and education interacts

postively with on-thejob training. Workers, it is believed, accumulate more skills today that
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are spedific to particular firms than they did a century ago. With more specificity of <kill and
higher levels of skill, both workers and firms have a greater interest in long-term relaionships.

Labor markets in the late twentieth century differ from those a century ago in severd
other dimensons. The greater centrdization of hiring and firing authority has meant less
discretion given to supervisors and foremen and more rules. Managers today use fewer sticks,
such as the discharge of workers and the docking of pay, and more carrots, such as promotion
and bonuses than they did a century ago. Although the rationdization of hiring, promoting, and
firng evolved over time, these changes have been reinforced by a more regulated and litigious
environmen.

The evolution of modern labor market inditutions has affected both individud well-being
and the macroeconomy. Workers have more job security and more ability to make firm and
industry-specific invesments in job training. Thus modern labor market ingtitutions put in place
because of greater worker ill have aso encouraged skill acquistion. But many question
whether modern labor market inditutions render the market less flexible make wages more
rigid, and result in more unemployment rather than less. Evidence on the variance of wages by
industry for the period from 1860 to 1983 suggests that wages became more rigid sometime after
World War 1l (Allen 1987). But other evidence points to wage rigidities in the manufacturing
sector that were in place by the 1890s (Sundstrom 1990).

Unemployment levds and unemployment volatility have not increased subgtantidly over
time, but the digtribution of unemployment has become more skewed.! A greater fraction of the
unemployed today than in the past are out of work for long periods. Some of the difference
owes to the greaster seasondity of labor demand in the past and thus to the larger proportion of

the unemployed who used to be out of work for brief spells. Some is probably due to the advent
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of unemployment insurance endbling workers to search longer. The increase in long-term
unemployment remains perplexing and disturbing.

The growth in labor=s standard of living and well-being across the twentieth century was
not dways shared equdly by ill, region, race, and sex. The wage structure probably widened
until sometime in the second or third decades of this century, dthough the evidence is ill
inconclusve. The evidence is clear that the wage structure narrowed rapidly in the 1940s and
then remained rddivdy dable from 1950 to the mid-1970s. The wage structure expanded
ggnificantly since then becoming as unequa by 1994 as it was 55 years ago. We know far less
about the conjectured widening of the wage dructure from the late-nineteenth century to the
1920s. The arriva of vast numbers of lesser-skilled immigrant men in the 1900 to 1914 period
probably depressed the wages of unskilled men and may adso have lowered the wages of the
skilled in indudtries capable of adopting the assembly-line machinery of that era There is dso
evidence that immigrants put downward pressure on the wages of craft workers, such as building
tradesmen. The growth of big busness with its demands for office and other white-collar
workers would aso have worked to widen kill differentials in the early twentieth century before
high school enrollment soared in the 1920s.

Regiond digparities in wages and the rurd-urban differentid diminished over time.
Racid differences narrowed when the general wage structure was compressed in the 1940s and
agan in the mid-1960s to the 1970s. The ratio of mae to femae full-time earnings decreased
during severd periods in the twentieth century. But the periods differ from those of racid and
genera wage structure narrowing because sex differences are affected, in a complex manner, by
changes in the participation of women in the labor force. To summarize, wage differences by
region, sex, and race narrowed over the past century, but the wage sructure for al Americans

probably firs widened, then narrowed subgstantidly in the 1940s, before widening agan in the
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post-1975 period. Although the returns to education generdly follow a path smilar to that of the
entire wage dructure, there is evidence that the wage premium to ordinary white collar work
declined in the early 1920s (Goldin and Katz 1995).

Wege differences by industry C termed the interindustry wage differentid C have
exised at least for the past fifty, and possbly one hundred, years. Particular industries pay
higher wages across the <ill hierarchy, given worker characteristics. Such differences
goparently defy the notion that labor markets clear since, presumably, employers ought to be
indifferent between hiring workers having identicd observable characteristics The existence of
wages gpparently above the market-clearing level has been offered in support of the notion that
wages sarve purposes other than that of clearing markets and that there is not one labor market
but many noncompeting ones. AGoodi@ jobs, it is clamed, offer wages above the market-clearing
level as an incantive for workers to reduce turnover, shirking, and mafeasance, and to increase
effort. Because industries having more concentrated product markets are disproportionately
those with higher wages, the interindustry wage differentid could dso indicate that some
industry rents accrue to labor.

Government intervention in the labor market, both at the state and federal levels has
emerged with increasing importance and sgnificance across the past hundred years and has
taken numerous forms.  There has been legidation esablishing socid insurance (eg.,
Unemployment Insurance, Socid Security Act, and Workers Compensation at the state levd),
protecting workers (eg., Occupationd Safety and Hedth Administration [OSHA], child labor
laws), endbling and defining union activity (eg., Wagner Act), redricting laborerrs wage and
hours contracts (e.g., the minmum wage and overtime payment sections in the Fair Labor
Standards Act), and limiting competition from abroad (e.g., 1924 and 1929 National Origins

Acts redricting immigration). Much of this chapter will put forward the case that, with some
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exceptions, labor-s gans and labor market changes over the past century have, by and large,
arisen from an unrestricted, laissez faire market.

Yet policy interventions seem far reaching. How, then, can one clam that the bulk of
labor-s gans and labor market evolutions would have occurred in the absence of legidation?
Government intervention often reinforced existing trends, as in the decline of child labor, the
narrowing of the wage structure, and the decrease in hours of work. Legidation often endbled
the completion of markets that are more vigble today than in the past, such as those for insurance
and pensons. In severd cases, legidation may have had unintended consequences, such as in
the increase in indudrid accidents, in certain indudries, with the implementation of Workers
Compensation laws in the various States.

It should be emphasized tha while the mgority of labor:s gans and changes in labor
force participation would have occurred without legidation, legidaion was endbling and often
did make a difference. Black-white differences in incomes, for example, were narrowed by the
1964 Civil Rights Act and by affirmative action and federd contract compliance. Hours declines
in the 1910s and 1920s occurred in sates having maximum hours legidation affecting women
only (Goldin 1988).

Oddly enough, given the many impressive pieces of legidation that have afected labor,
two less obvious ones probably had the greatest impact on labor-s overdl gains. One is publicly-
provided education paticulaly at the secondary-school levd, and the other is immigration
redriction. Publicly-funded schools cheapened the cost of education through scale economies, it
redistributed income through taxation, and it encouraged the schooling of children from poor
families by its free provison? European immigraion redtriction legidaion came firg in the
form of the literacy test in 1917 and later through quotas in 1921, 1924, and 1929. The quotas

kept the masses at bay when decreased ocean transport and railroad fares would have enabled
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internationa labor mobility on an even grander scde than during the height of immigration in
the early 1900s. It was also a time when the goods produced by low-wage countries were poor
subgtitutes for those produced in the United States, quite unlike circumstances today. In the
absence of aggressive policy in these two areas, particularly education, the labor market would
have evolved very differently.

The higory of the past century seems to be coming ful circle in various ways.
Unionization in the private sector has returned to the leve achieved immediately before the
Wagner Act. Net immigration as a percentage of net population growth is a higtoric levels and
exceeds that at the turn of the century. The wage structure has stretched significantly and may
be as wide as at its peak, sometime in the 1920s or 1930s. Inequality, it should be noted, has
adso widened in many other OECD countries but the increase in America far exceeds that
elsawhere.  American business currently clams that U.S. high schools produce workers with
inadequate basic ills for a high-tech work place. Their arguments echo those made in the early
1900s just before the United States expanded its educational system at the secondary level and
embraced educational tracking but not a multi-tiered system with indudtrid training, as existed in
Gamany. Findly, the rate of labor productivity advance and wage growth for low-wage
workers during the past 15 years looks more like that achieved sometime during 1900 to 1920
than in the three decades following World War 1.

Many dam that the ills of the American economy in the 1990s are legacies of the period
when we fird rose to world industrial supremacy. We achieved |leadership around 1910 and
maintained it, in part, through our pioneering techniques usng large scale, mass production, and
the assembly line. Through an intricate divison of labor, lesser-skilled labor was substituted for
higher-skilled workers® Some assert, however, that these methods, often till practiced in the

United States, are out of touch with the technologies of the 1990s, and that smdl scale, flexible
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production, worker-management teams, and skilled labor make for success in today's work place
(Marshall and Tucker 1992).

In sum, the past hundred years have witnessed enormous gains in wages and leisure and
ggnificant shifts in the composition of the labor force. Despite the rise (and subsequent decline)
of private-sector unions and the increased interference and activity of government, the vast
mgority of the gains to workers and changes in the labor force can be attributed to fundamental
advances in technology. Technological change has increased the skill component of the work
place, decreased the relative demand for child labor, raised womerrs wages reaive to merts,
and decreased the price of home-produced goods, to mention just a few of the ways technology
has atered the work place and the home. Government and unions shaped the labor force during
the past century, but their roles have been less fundamenta than in other OECD countries.*

The defense of these many characterizations begins with a description of the labor force
C its compodtion, sectord digtribution, gains in the form of wages and hours, and labor force
participation by age and sex. Unionization trends, and comparisons with the European case, are
then discussed induding why America never had a socid democratic party, that is why there is
AAmerican exceptiondism.f The organizetion of the labor market and the possble shift from a
Aspot@ to a contractual labor market is discussed, and changes in unemployment across the past
century are assessed. Long-term trends in the wage sructure and inequdity in generd are the

next topic. Findly, the role of government intervention is evauated.
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2. Composition of the Labor Force and Its Sectoral Distribution

The Alabor forcefl today is defined as dl individuas (above some age) working for pay
and, if unemployed, those seeking work during the survey week of the Current Population
Survey (a related definition exists for the self-employed).® The moden definition of the labor
force took form with the 1940 federa population census. Before 1940 the population census
asked for oness usud occupation, not whether one was employed during a specific time period.
Thus, prior to 1940 the labor force is defined as dl individuals who reported an occupation on
the federd population census. These individuds were consdered Aganfully employed@ and
thus the labor force congtruct before 1940 is termed gainful employment.

The labor force concept before 1940 is not an unambiguous one. An individud who
worked only a few weeks over the year might have reported an occupation, as might one who
was long retired. A married woman who sewed for pay in her home every week of the year
might not have reported an occupation, whereas an unmarried woman who worked in a factory
20 weeks during the year might have. There is probably no serious problem of enumeration for
the adult mde labor force prior to 1940. But there could be for women and youth, particularly in
cties having indugtrid home work and large numbers of boarding houses, and in cotton, dairy,
and fruit-growing farm areas®

Severa importat trends are obvious in Table 1, which summarizes changes in the
demographic compostion of the labor force over the past hundred years. Women gained on men
in their proportion of the labor force, rising from 17 percent to 45 percent. In large measure the
increase in the ratio was due to the expansion of the female labor force. But the relative increase
of women compared with men was reinforced by a decline in the participation of men at older
ages and, more recently, by declines for men in other portions of the age distribution. Second,

the labor force was reduced a both the older and younger ages, with the rise of retirement and
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the increase in secondary and higher education. Findly, with the end of open immigration a the
close of World War 1, the proportion of the labor force that was foreign born declined. In 1890
26 percent of the mde non-farm labor force was foreign born. By 1940 the figure was 11
percent, and in 1980, even induding the illega immigrant population, it was only 7 percent (not
intable).

The broad outlines of the maturing economy C the reaive decline in agriculture and rise
of the tertiary (service) sector C are apparent in Tables 2, 3, and 4, which give the industrial and
occupational didributions of the labor force. Sectora changes for employees on non-agricultura
payrolls are given in Table 2. Manufacturing employment (including both production and non-
production workers), as a fraction of non-agricultura employees, decreased by 50 percent during
past century and is only 17 percent of the labor force today. Government increased by two
times, rigng from 7.2 percent to 16.7 percent. All services increased by one and one-half times,
whereas the goods producing sector decreased by one-half.

Occupationa didributions for the entire labor force and by sex for the non-farm labor
force are given in Tables 3 and 4. White-collar employment rose thirteen-fold from 1900 to
1990 whereas employment in the nation as a whole increased by four times. Thus 17.6 percent
of labor force participants were white-collar workers in 1900 but 57.1 percent were by 1990 (see
Table 3). Because the manua and service-worker groups grew at about the nationa average
from 1900 to 1980, the dedine of the farm sector during that period was exactly offset by the
rise of the white-collar sector. Important movements occurred within the manua and service
group. Private household workers declined relative to the tota, and at times declined absolutely.
But service workers, excduding those in private households, increased more than eght times
from 1900 to 1970, causing ther share of the total to rise from 3.6 percent to 11.2 percent.’

Among manud workers, the generic Alaborer( category decreased from 12.5 percent to about 4
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percent (from 25 percent to 7 percent among men) reflecting both the subtitution of capital for
labor=s brawn and the greater skill content of even manua work.

Within the non-farm sector, white-collar jobs grew rdative to blue-collar jobs, so that by
1990 more than hdf of dl American workers were so employed, 46 percent for males and 71
percent for femaes (see Table 4). The largest increases were recorded in the clerical sector, and
it was women, not men, whose gains in office work were the greatest. In 1900 just 5 percent of
dl femde employees were office workers (adding together the clerical and sales categories),
whereas in 1990 40 percent were. The reative growth of the manageria group, apparent in the
datafor the past twenty years, is virtualy absent during the preceding seventy years.

Sdf-employment, even within the non-farm sector, decreased across the twentieth
century (see Table 5). Because sdf-employment is postively rlated to age and because the age
digribution of the population changed over time, Table 5 shows sdf-employment tabulated by
age. In 1910 21.5 percent of all males in the non-farm labor force were salf employed. The
figure decreased to 14.9 percent by 1940, and by 1990 it was 12.5 percent.  Sdf-employment
also decreased within each of the age groups from 1910 to 1990.

Not only were Americans increesingly working for others, they were aso employed in
ever-larger employment groups to about the late 1960s. The median American production
worker in 1899 was employed by a maenufecturing enterprise that hired 22 other production
workers (see Table 6). By 1967 the figure was more than double that. For al workers,
production and nonproduction, the figure dmos tripled during the same period, dthough it has,
more recently, begun to decline.  The proportion of dl manufacturing workers who are
production workers declined over time, with the growth of sdes and office work forces, fdling

from 93 percent in 1899 to about 70 percent in 1982.
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Thus the changing occupational digtribution of male and female workers across the past
century reflects the dedine in agriculture, the rise of white-collar work, and the shift within
manud employment away from Alaborersi and within the service sector away from private
household employment. Among female workers the two most important changes are the rise of
the dericd sector and the decline in private household workers. Because office workers
increased from 5 percent of non-farm female workers to about 35 percent in 1970, and female
private household workers fdl from 35 percent to 4 percent, the shifts amost exactly offset each

other®

3. Labor’s Rewards

Earnings and Productivity

Real annual wages increased during much of the past hundred years for most American
workers. The series for al manufacturing workers is graphed in Figure 1.° The increase from
1900 to 1929 was 1.43 percent average annualy, whereas that from 1948 to 1973 was 2.35
percent average annudly. After about 1973 the rate dowed to 0.46 percent average annudly.
The Great Depression and World War |l punctuate the series, and one cannot be certain when the
upturn in the growth rate in wages would have occurred in their absence. The Agolden ageil of
manufacturing wage growth was the post-World War 11 era extending from about 1948 to 1973.

Much of the discusson concerning the current economic malaise is couched in terms of
the dowdown in real non-farm labor productivity. Labor productivity is defined here as totd
product divided by al non-farm hours of work, and the (natura log) of this variable is graphed
in Fgure 2. The graph displays some of the underlying festures of Figure 1 (red annud
eanings in the manufacturing sector) C a quickening pace of productivity following World War

Il and a dowing of growth sometime around 1970. But the hourly labor productivity graph lacks
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the enormous decrease during the 1930s in the annua earnings. It aso does not display as shap
an increase in the post-World War Il period. The reason is mainly found in hours of work per
employed individud, which plummeted in the 1930s. Further, those who were laid off during
the 1930s were less educated and probably less skilled in other ways than those who were
retained. Thus productivity grew during the 1930s a a rate greater than that for the 1920s,
dthough rea annud eanings for employed workers in manufacturing did not grow in the
1930s.

Non-farm labor productivity grew at about 2 percent average annudly during the 1890 to
1930s period, increased to 2.34 percent in the 1945 to 1972 period, and plummeted to less than 1
percent annua growth since 1973. There were mgjor ups and downs within these broad outlines.
Non-farm labor productivity was about as duggish in the 1907 to 1916 and mid-1920s to early
1930s periods as in the post-1970s (note that the dopes of the labor productivity index are about
the same for these periods). Interestingly, at least two of these periods were aso ones of
decreased relative earnings of low-wage workers.

Lower-skilled groups were a mgor portion of the labor force early in this century.
Among men, 25 percent of dl non-farm workers were reported as Alaborers) in 1900 (see Table
4) and about 10 percent more were similarly unskilled but had other job titles™ It is ingtructive,
therefore, to observe how the weekly wage rate changed for this group reative to that for dl
manufacturing workers. Figure 3 shows that the two lines edge upward from 1900 until 1907/08
when both decrease with the nation-wide economic recesson. That for the lower skilled group
then drifts downward, departing from that for al manufacturing workers which continues to rise.
With the onset of World War |, however, the lower skilled series soars (but note the caution in

Figure 3 regarding comparisons between the two series).
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Contemporary commentators blamed the reative decline in the earnings of the lower
skilled, after 1909, on the ever-increasng supply of immigrant labor. Recent econometric
evidence, which shows that wages for certain occupations declined with increased immigration,
lends some support to this view, dthough wages in various high-skilled building trades were aso
negatively affected (Goldin 1994). The impact of immigration on the wages of native-born
workers for the period before the quotas is dill not fully understood. The enhanced demand for
unskilled labor during World War | and the rddive flexibility of lower-skilled wages reduced
the ill dfferentid that had developed. The narrowing was reinforced by sharply curtaled
immigration during World War | and by the ending of open immigration with the quotasin 1921.

Long-run series for other occupational groups, particularly white-collar workers, have
adso been assembled, often for periods briefer than the full century. Wage series for some
professons (e.g., teachers, enginears, associate professors) give ambiguous trends relative to al
workers. A recent wage series for ordinary white-collar workers (eg.,  stenographers,
bookkeepers, typists) gives an unambiguous result, however. That series plummets just after
World War |, reative to that of production workers in manufacturing (Goldin and Katz 1995).
The narrowing is apparent for maes and femdes separately and for particular occupations. Even
when the series is expanded to indude managers, it declines rapidly. One possbility is that prior
to the expandgon of secondary schooling in the first decades of the twentieth century, ordinary
white-collar workers were Anon-competing groupsi and earned substantid premia (Douglas
1930). The expandon of secondary schooling, and of proprietary commercid schools, vastly
increased the supply of potentid ordinary white-collar workers. Their relative wages, therefore,
fdl. In the discusson on inequdity a related series for white-collar workers, extending from the
early 1920s to the 1950s, is presented.

Benefits
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The wage or salary received by labor is but one part of labor-s compensation for working.
Benefits form another. Employers contribute to government socia insurance programs, such as
socid security and unemployment insurance, and to private pendons, hedth insurance, and life
insurance, among others. The fraction of tota employee compensation accounted for by these
supplements to wages and sdaries has grown steadily and enormoudy over time. From 1929,
the earliest date for which the National Income and Product Accounts contain such information,
to the early 1980s, the fraction increased from just over 0.01 to about 0.17. That is, in 1980 17
percent of total compensation (direct payments and employer contributions) was accounted for
by employer contributions. The fastest growth was in the 1970s (see Figure 4). Although the
graph jumps around a hit before 1950, there is no apparent deviation from trend during World
War |1, asis often claimed.

Hours

The previous discusson of labor=s rewards concerned compensation in the forms of
eanings and benefits. But hours of work per week decreased substantially during the first few
decades of this century. Further, pad vacation and sick leave emerged thereby reducing the
number of weeks worked per year given labor-s compensation package. Labor:=s gains, therefore,
were in the forms of increased real earnings, enhanced benefits, and more leisure time.  Figure 5
presents severa time series on hours of work. The series reach far back to the early nineteenth
century to provide continuity and to emphasize the remarkable decline in hours of work in the
1900 to 1933 period.

Hours of work in manufacturing were about 70 in 1830 and declined to 60 by 1860,
remaning a that leve urtil the mid-1890s. The decrease after 1900 is nothing short of
spectacular.  Ten hours, or one full day of work, were diminated from the average work week

during 1900 to 1920. Part of the decline was due to a reduction in hours per day. But a large
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fraction was because the work week had been reduced from sx to five and a hdf or even five
days. The forty-hour work week of the post-World War 1l era was put in place during the Grest
Depresson. It is likey that had it not been for the job-stretching hours declines during the
1930s, the decrease would have been more gradud. Because the post-1940 Owen series of
Fgure 5 is for non-student maes, the rise of womerrs participation and the increase in college
attendance do not directly affect the trend in hours worked. Although the Owen series leves off
after World War 11, labor force participation rates of maes have continued to decrease and pad
vacaions and sick leave have expanded. Hours of work per week may have remained constant,
but weeks worked over the year and years worked over oness lifdime have continued to

decrease.

4. Labor Force Participation: The Face of Labor

The labor force was younger in 1900 than it was nearly a century later in 1990, yet it also
included a greater fraction of older Americans than in 1990. It also contained a greater
percentage who were foreign born and disproportionately more males than in 1990. Some of
these changed features reflect the compostion of the population, which was younger and more
foreign born.  Some, however, reved the labor supply decisons of a poorer population, with less
old-age security, fewer years of schooling, and higher fertility than today.

The median age of the population older than 14 years was about 30 in 1900 compared
with 40 in 1990. But even had the age structure of the population remained the same across the
century, labor force participation rates by age for the mae and femade populations would have
made the labor force younger in 1900 than in 1990, even though older Americans aso
participated far more in 1900 than later. Teenagers and young adults had higher participation

ratesin 1900 than in 1990, and child labor was more extensive.*?
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Child Labor

Child labor C defined here as the employment of youths less than sixteen years old C
was common in 1900 in particular industrid settings, such as textiles, and in agriculture™
Although the indudrid employment of children increased with the immigrat waves from
southern, centrd, and eastern Europe in the post-1890s era, it had aready declined considerably
by 1880. In 1880 and in 1900, about 25 percent of al male children ten to fifteen years old had
an occupation lisged for them in the census (see Table 7). The percentage increased dightly
between the two dates. But the proportion of working children engaged in agriculture fell and
child labor was more extensve in farm regions than in non-farm areas. Child labor, therefore,
must have increased between 1880 and 1900 in certain industries, possibly those that employed
recent immigrants. It was the existence of such child labor that incited progressive reformers to
cal for afederd child labor law.

The high school was just beginning to emerge across the country in 1900 and in its
absence teenagers ether worked for pay, engaged in household production, or enjoyed leisure.
Young women in 1900, even in the natiorrs large cities, often reported that they, like thar
mothers, were Aat homel Rather than being members of the leisure class, they were gpprentices
in their future trade C housework. Young men in 1900, however, generaly began work at 15
years old. Because most married women did not work for pay in 1900, the vast mgority of
working women were young adults. Women were 18 percent of the labor force in 1900 (see
Table 1) and were an added factor in the youthfulness of the work force at the time.

As the high school expanded, the age a which paid employment commenced rose.
Outside the South, high school graduation became the norm for the 18-year old American by the
mid-1930s. Compulsory schooling laws existed in virtudly every date by the early 1900s, and

these laws gained more force in the early twentieth century when minimum ages were increased,
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mandated yearly attendance was lengthened, and enforcement was drengthened.  Whether
compulsory schooling laws served to increase the educationd atanment of American youth and
decreased labor force participation is sill an open question, but mounting evidence suggests that
they were not. Laws in many dates were passed after large gains in enrollment and seem to have
lagged rather than led the high school movement. Furthermore, practicaly no date had a
compulsory schooling law that mandated attendance by those of high school age until the late
1920s. The increase in college attendance, especidly after World War 11, for both men and
women, added to the increase in the age a which work began.

Older Americans

The participation of older Americans dso underwent ggnificat change, dthough there is
controversy concerning trends prior to the 1930s. Severa researchers (Costa 1993, 1998; Margo
1993a; Moen 1987a, 1987b; but see Ransom and Sutch 1986) have used federa population
census data to show that retirement increased amost continuoudy from about 1880 to the
present (see Fgure 6). Although a discontinuity in the labor force participation of older men
appears with the passage of the Socid Security Act in 1935, a decline is apparent prior to 1935.
In 1900 about 65 percent of men older than 64 years old reported an occupation. But by 1980
less than 25 percent were in the labor force under one definition and about 20 percent were using
the census definition.*

Also of importance is that participation rates in 1900 for older men were 10 percentage
points higher in rurd than in urban areas. Thus it may appear that retirement was lower among
farmers and others in rurd areas (Long 1958). But the lower retirement rates for men living in
rurd areas may be mideading. Many who retired moved out of rura aress and off the farm,
leaving those in rura areas with higher than average labor force participation rates (Costa 1993,

1998).
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For the non-farm population, retirement may have been more gradud in the past than it is
today. Not al employed older men continued to work in the jobs they had in middle age.
Particdarly when jobs required substantial brawn, many retired dowly, on-the-job, by switching
to less intense occupations (Ransom and Sutch 1986).

The fact that the increase in mde retirement preceded the passage of the Social Security
Act means that long-run factors must have operated to reduce labor force participation of older
men. And because the increase in retirement occurred within the urban population, as wel as
within the country as a whole, the increase could not have been due soldly to a decrease in fam
employment. In fact, farmers retired at a rate about equa to that of the non-farm population in
1910 (Costa 1993). The most likely reason for the rise in retirement was an increase in red
income and thus savings for old age (Costa 1993, 1998).

Men in ther early to middle years, say from age 25 to 55, participated in the labor force
to a condderable degree, perhaps a the maximum that could be expected in a hedthy population
during most of our higory. The past twenty years, however, has witnessed a decrease in the
employment rate of men in their prime ages. Although the decrease is more extreme for the
nonwhite population, it is apparent for the white population as well. From 1970 to 1990 the
participation rate of men 45 to 64 decreased from 89 percent to 80 percent (see Table 1) and that
for men 55 to 64 decreased from 83 percent to 68 percent.

Women in the Labor Force

All the shifts in labor force participation just enumerated served to decrease the aggregate
labor force participation rate. Increased education diminished the paid labor of youth; increased
retirement meant a decrease in the pad labor of older men; and more recently the participation
of prime-aged mdes has even decreased somewha. The one mgor countervaling trend in

twentieth century labor force has been the increased participation of women. Ther greater
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participation across this century served to increase the aggregate labor force participation rate of
25 to 44 year olds by about 50 percent.’> Not al of the increase in female paid labor, to be sure,
trandated directly into an increase in national income. Some hours of female pad labor came a
the expense of a decrease in home-produced goods, like bread and clothing, that were later
produced in the market (Goldin 1986). But even if none of the increase in femde workers
augmented nationd income, the evolution of the femde labor force would ill have enormous
social and political sgnificance. Paid labor outside the home for adult women conferred special
datus and led, eventudly, to acal for red equdity.

In 1900 less than 5 percent of dl white married women were paid workers outside their
homes. A wide gulf existed between the labor force participation of men and women. But with
each passing decade the gap narrowed. Figure 7 graphs participation rates of al women and
men 25 to 44 years old. The participation rate of women 25 to 44 years old increased by about
10 percentage points every decade from 1940 to 1990, narrowing the large gulf that existed
ealier in the century. The same increases occurred in the participation rate of married women,
athough their ratesincreased even more over the entire century.

During the 1920 to 1940 period the greatest increases were for young married women, as
can be seen in Figure 8. But from 1940 to 1960 the participation rate of white married women
45 to 54 years old soared, rigang from 10 percent to about 40 percent. Other age groups of
married women aso experienced increased participation during those twenty years, but a a
much dower rate. The younger group, 25 to 34 years old, for example increased a about a third
the amount of the 45 to 54 year olds. Many younger married women in the 1946 to 1960 period
were temporary stay-at-home moms producing the Ababy boom.0 Increases were greatest for
their age group during the 1960s to 1970s. By 1980 amost every group of women was an active

paticipant in the labor force. Women with infants provide the one exception, but in the 1980s
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women with young children rapidly increased their participation in the labor force. By 1990
more than hdf of al women with children returned to the work force within one year of giving
birth.

The data in Table 1 and Figures 7 and 8 accept the officid datidtics in the U.S. federd
census of population on occupation. As noted previoudy, the labor force concept before 1940
was that of Aganfu employment.) In 1900 just 3 percent of all white, married women clamed
to have had an occupation. Archiva research has shown that a far grester percentage worked for
pay or produced for the market sector ether in their own homes, on the family farm, or in the
family busness. Stll others labored in the market sector but worked intermittently or for a few
hours a week and did not report their occupation to the census taker. Given the socid stigma
that existed againg white, married womerrs working for pay, it is not surprisng that the reported
labor force participation rate of married women was extremdy low when womerrs work was
primarily in domestic service and manufacturing.

The higtorica record on womerrs work in the United States is now sufficiently complete
that a participation rate including al paid employment and production for the market can be
congtructed. Rather than a participation rate of about 3 percent for dl married, white women the
adjusted figure is around 15 percent for ¢.1895. The adjusments add in some portion of
boardinghouse keepers, unpad family farm workers, and uncounted femae workers in
manufacturing (Goldin 1986). By 1940 when the procedures used by the census established the
modern labor force congtruct, the participation rate of dl married, white women was just 12.5
percent. It is possble, therefore, that the labor force participation of married women in the
United States traced out a c-shape across economic development, similar to that found in many

developing countries (Goldin 1995).
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Because the rise of womens paid employment was a change of enormous consequence,
the factors that propelled this movement bear further discusson. The expanson of high school
education, particularly for young women, and the growth of the clericd and sales sectors in the
1920s were the firs changes that attracted a large group of adult, married white women into the
pad labor force. The increased education of women and the continued growing demand for
femde white-collar workers fuded the large expansion in participation after World War 1.
ARose the Riveter@ returned home after the war, but her counterparts in office work, teaching,
nurang, and other white-collar employments remained in the labor force (Goldin 1991). Thus
the increese in the rea wages of women workers enticed them to leave the household.
Decreased fertility (for the older cohorts, not the younger ones, in the 1950s and 1960s and for
the younger cohorts in the post-1960s era) and the greater availability of market subdtitutes for
home-produced goods were renforcing dements. Not al decades had the same set of factors
operating. In the pre-1940 period shifts to the supply of female labor account for most of the
increase in participation. But in the 1940 to 1960 period, shifts in the demand for femae labor
accounted for dmogt dl of the change. More recently supply shifts have increased in relative
importance and now share equdly with demand shifts for the continued rise in femae labor
force paticipaion.’® Each of the periods has dso witnessed different changes in the rdative

wage of femde to male |abor, atopic congdered in the section on inequdlity.

5. The Rise and Decline of Big Labor: Unionization in the Private and Public Sectors

Until passage of the National Industrid Recovery Act (1933) and later with the Wagner
Act (1935), dso known as the National Labor Relations Act, unionized labor in the United States
had an uncertain legd sanding. The N.I.LRA. was a stop-ggp measure that gave employees the

right to organize and bargain collectively in return for permitting business to write their own
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codes of far competition. Although the N.I.LRA. increased union activity, not al industries and
firms went dong with the principles of the legidation. Rea change in the law came in 1935
with the Wagner Act. The Wagner Act gave unions the right to organize, set up a procedure for
workers to form a union, and established the rules governing the bargaining relationship between
workers and management. The Wagner Act replaced the Alaw of the junglel with Alabor=s bill of
rights dthough some of these were atered with the passage of the Taft-Hartley Act in 1947. It
iS no wonder, then, that the time series in Figure 9 on union members as a proportion of all
nonagricdtura employees contains a sharp break with 1936 when the ratio doubles.!” The true
flowering of the union movement in America, however, occurred just a the close of World War
II.  In the subsequent decade unionization nationwide reached about 30 to 35 percent of
nonagricultura employment.  Private sector unionization, however, began to decline as early as
1960 and has tumbled downward dmost every year since. Its level today, as can be seen in
Hgure 9, is dmogt identical to that on the eve of the Wagner Act. Yet its recent decline is
fundamentally related to its evolution in the preceding century.

Unions in the nineteenth century were primaily craft organizations, most having
independent identities in their city or town. With increasing mobility of labor and the creation of
nationd markets in goods and services in the nineteenth century, the local union was doomed.*®
An item produced by nonunionized labor in Schenectady, for example, was a close subdtitute for
a dmilar one produced by unionized labor in Buffdo. Further, the unionized machinist in
Cincinnati might decide to migrate to Bdtimore. National trade unions were formed in the
nineteenth century to cope with these problems, and their culmination was the formation of the
American Federation of Labor (AFL) in 1886.° The industrid union, containing workers

unified by work gte rather than trade, had a dower start. The first such union was the United
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Mine Workers formed in 1890. The movement culminated in the formation of the Congress of
Indusirid Organizationsin 1935, which later merged with the AFL in 1955.

Until passage of the Wagner Act, American unions were thwarted by two outside forces
C the law and the militta The Sherman Antitrust Act, passed in 1890 ostensibly to decrease the
role of monopoly dements in product markets, was used agangt unions, most notably agangt
union boycotts in a Supreme Court decison known as the Danbury Hatters case (1908). The
United Hatters had staged a boycott in 1902 againg a firm producing hats with nonunionized
labor. To the Supreme Court such a boycott was in redtraint of interstate commerce, and the
hatters, found by the court to be individudly liable, were fined a colossd amount.® There were
other ways as well that the law was used againgt labor. Firms, in many sates, required that
workers sign agreements in advance of their hire binding them not to join a union. Severa dates
outlawed these so-caled Aydlow dogi contracts, but such laws were deemed uncongitutiond,
remaining SO until passage of the Norris-La GuardiaAct in 1932.

The role of the militia againgt labor and trade unions can be traced to severa srikes and
incidents in the late nineteenth century (Dulles and Dubofsky 1993). One was the Haymarket
Square riot in Chicago which began as a drike for the eght-hour day agangt McCormick
Harvester. It began peacefully on May 1, 1886 but ended bloodily after police were caled to the
scene to assist Strikebreakers and a bomb later exploded. Of more importance to the history of
organized labor was the dtrike in 1892 against the Carnegie Steed Company at its Homestead, PA
plant. Homestead involved the direct confrontation between one of the natiorrs strongest labor
unions and one of the natiorns largest firms. It ended only when the governor of Pennsylvania
ordered the state militia to place Homestead under martia law.

The drike of workers at the Pullman Palace Car Company began in 1894 and spread

nationwide, through a secondary boycott to ralroads using Pullman cars. Ralway workers



Goldin -25-
showed dlegiance by supporting those a Pullman and the union movement appeared, for a brief
moment, to have strength and leadership. The strike was quashed by President Cleveland-s use
of federd troops to move the mails and findly by injunction.

The reaction of the American government to labor organization and labor unrest has been
contrasted with that of the French. Such study highlights how American law and the militia
were gble to crush the union movement, whereas the French military encouraged and furthered
labor=s right to unionize and strike.  AAmerican exceptiondism,@i by which is meant the absence
in the United States of a labor or sociad democratic party, has been traced to these factors
(Friedman 1988). But its foundations must be sought in more basic, fundamentd, and very
American features. Chegp and available land served to reduce socid unrest and mitigated
downward pressure on wages in indudrid and urban areas. Abundant immigration provided an
ever-avallable source of cheap, unskilled labor in the post-1890s era.  Both factors, at different
points in American history, reduced the demand for a national labor party and served to divide
[abor.

Under the union banner are both public and private sector unions. Public sector unions
rose after the 1960s but have leveled off in membership since the 1980s. Private sector unions
declined precipitoudy snce the early 1970s. Because public sector unions actudly rose dightly
or remaned condant during the post-1960s period, the decline in private sector unionization is
even more extreme than the total union membership fraction graphed in Figure 9. Paced in a
long-run context, as it is in Figure 9, the post-Wagner Act boom in union membership is the
anomaly, not the recent decline in private-sector unionization.

One possble cause for the recent demise of private-sector unions extends the argument,
given earlier, concerning why national unions arose in the nineteenth century.  With increasing

internationdization of product markets, America has had to compete globdly, just as firms in the
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United States had to compete naiondly in the nineteenth century. To reman viable, loca
unions in the nineteenth century joined forces to create a naiona union. Possibly because there
is no internationa union, the union movement in America and in other parts of the industridized
world, such as Grest Britain, has been weakened.

The primary god of unions in the twentieth century has been to better the rewards of
labor: to increase the wage per unit time, to expand employer-provided benefits, to improve
working conditions, and, often, to reduce scheduled hours of work. Most evauations of the
impact of unions have atempted to edimate the wage premium received by union members.
Such estimates have ranged widdy, but the general concluson has been that, at the pesk of its
membership, unions in most industries increased wages by only 5 percent above those of non-
union workers?* In some sectors, however, such as mining and the building trades, the union
wage effect may have been as high as 20 percent. The wage effect was larger overdl in the
1920s when unions were a smdler percentage of tota nonagricultura employment and it rose to
the early 1930s (Lewis 1963, 1986).

Thus dthough the union movement was a criticd factor in some industries, most of the
gans labor achieved in the twentieth century occurred because of market forces, not because of
the power of organized labor. | do not mean to clam that labor unions have not served a useful
role in the American labor market or that they have not been a pivota force in the economies of
many European countries. The question for American economic historians is whether a private-
sector union membership of 10 to 15 percent, or goproximately its levd in the early 1900s and
today, rather than one of 35 percent, that achieved at its peak, would have dtered the rewards
labor has garnered in the twentieth century. The counterfactud is a difficult one, but | doubt it
would have made much of a difference overdl. | offer an amendment in the section on the

digribution of labor=s rewards. The wide wage sructure in the United States makes it unique



Goldin -27-
among indudridized countries. Those countries with strong nation-wide unions have far more
compressed wage structures and far more extensive socia insurance.

Neither the rate of productivity growth nor the rate of decrease in hours was much
affected by the degree of labor organization. Labor productivity and real wages did rise a a
faster dip after World War 11 than before the Great Depression (see Figures 1 and 2), but there is
no evidence that increased unionization was the cause. Further, labor productivity continued to
incresse after 1960 when unionization was on the decline. Hours decreases, furthermore, were
amog dl ganed prior to the rise of big labor, even though shorter hours were organized labor=s
most constant demand in the nineteenth century.

To clam that organized labor has not been a potent force in our labor history does not
mean that it could not have been. For supporting evidence we need only look at the many
European countries, as wdl as Audrdia, New Zedand, and Israd, in which the labor movement
is robust and powerful. There are nine countries in Europe for which union membership as a
percentage of employment in 1991 exceeded tha reached in the peak year in the United States,
and there are severd others in which union membership is low but in which union agreements
cover a dgnificant fraction of non-unionized labor (for example, France). All these countries
have penson, sckness, and unemployment coverage, to mention but three aspects of the
Awdfare state,i that far exceeds that in the United States (Freeman and Rogers 1992). The wage
gructure in these countries is adso condderably more compressed than in the United States.
Thus the correct counterfactual would be to ask what organized labor would have accomplished
had it been a stronger political force and represented more than haf of the employed, not what

gains unionized labor has made in the United States from its trough to its pesk.

6. The Evolution of Modern Labor Markets
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Soot and Contractual Labor Markets

The labor market of an indudridized and developed nation, it is often thought, evolved
from a spot market, eventudly becoming characterized by longer-term commitments, of an
explidt or impliat nature.  The modern market of longer-term contracts, it is believed, arose in
the United States sometime in the 1940s and 1950s and replaced a rather chaotic market in
which workers often migrated among jobs across the seasons, the business cycle, and in generd.
The modern labor market, in contrast, is supposedly inhabited by workers with property rights in
their jobs.?

Put starkly, the argument is that the labor market in the nineteenth century was a spot
market in which workers had consderable job insecurity, invested little in human capital, had
trivid wage growth over their life cycles, were discarded as older workers, were subjected to
condderable discretion by foremen and supervisors, and were disciplined by Asticks@ such as
being fired or fined. In contrast, the labor market of the post-World War 1l era is characterized
by greater job security, invesment in human capitd, internd labor markets, wage growth (but
possibly not productivity growth) over the life cycle, firm-related benefits, protection for older
workers, gtrict personndl rules, and discipline by Acarrots) and other incentives®

By a spot market | mean one in which labor-s wage is approximately equal to its margina
product, in which there is little, if any, human capitd tha is specific to the firm, and in which
hiring costs are inconsequential.  Virtualy no labor market is Aspot in the sense of being an
auction market every day, the way the market for day labor in agriculture is thought to be. And
even day labor in agriculture was often characterized by longer-term arrangements in the
ningteenth century.  Although it is difficult to pinpoint precisdly what is meant by a spot market,
it is easy to say what it is not. The payment of benefits and pensions, the creation of a wage

dructure that is upward doping with tenure when margind product is not, the existence of
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internd labor markets, among others features, are clearly not those of a spot labor market.
Rether, they are inditutions associated with longer-term  commitments between firms and
workers.

Economic higtorians, labor economists, and labor historians have compiled considerable
evidence about the trangtion from spot markets to more modern labor market ingtitutions, but
our knowledge about the characterigtics just mentioned is dill vadtly incomplete. It seems clear
that various aspects of the labor market changed considerably over the last hundred years.
Employer-provided benefits, for example, now comprise a lage fraction of workers
compensation packages C 17 percent according to Figure 4 C but were virtually absent before
1930. Rules, rather than supervisor discretion, now govern personne decisons in most firms,
dthough personnd departments were virtudly unknown before 1910. Unions, as was just
shown, became a powerful force in the labor market after the mid-1930s, athough they have
declined in the private sector dnce the late 1950s. But other seemingly related indicators may
not have moved in the direction predicted by the somewhat smplidic depiction of the evolution
of modern labor markets just offered.*

What Caused the Evolution of Modern Labor Market Institutions

To make sense of the process by which the labor market has evolved, it is useful to
congder the reasons why change occurred. There are severd schools of thought on the issue.
Fird is that changes in technology increased the returns to firm-specific human capitd and made
managers eager to retain trained workers. Related to the argument is that the increased size of
firms (see Table 6) and their weightier bureaucracies led owners to seek ways to reduce the
opportunigic behavior of foremen and supervisors (Edwards 1979).  Rules, rather than

discretion, were indituted, and personnd offices were indituted to enact and execute company,



Goldin -30-
rather than divisond, decisons. Inditutions of this type circumvented the principa-agent
problem inherent in the previous system.

An dternative thess for the evolution of modern labor markets is that workers, a some
point, gained considerable power and formed or threstened to form unions (Jacoby 1984, 1985).
Frms, in turn, gave workers certain benefits as a defensve drategy. In the process, workers
ganed some of the rents that capitalists had previoudy reaped. Thus Henry Ford, according to
this line of reasoning, gave his workers above-market wages in the form of the five-dollar day to
deter unions?®

Entire indudtries, today and in the past, pay workers higher than market wages across the
board. One way to explain what is known as the Ainterindusiry wage differential@ is to appeal to
rent-seeking on the pat of workers. Alternatively, or in conjunction with this thess, is that
unions, or the threat of organizing, have served to bring about the trandtion to modern labor
market inditutions. A common factor in the argument why workers eventualy gained power is
that the close of immigration during and after World War | tightened the labor market.

The evidence on the interindustry wage differentid is suggedive but inconclusive for the
past. Stronger evidence can be marshded for the more recent period. Controlling for various
individud characterigtics, certain industries have paid higher wages to workers across the skill
goectrum.  Further, those industries that paid higher wages have tended to reman the same
across severd decades (Krueger and Summers 1987). The evidence suggests that rents are
shared by workers and cepitd and that there is persstence in these rents. But longer-run data are
less reveding.

Sahility in the wages of unskilled mde workers by industry has been found for the
period from the 1920s to the 1940s (Slichter 1950) and for that from the 1920s to the 1980s

(Krueger and Summers 1987). Stability has dso been found across indudries for the annud
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earnings of manufacturing workers in the 1899 to 1950 period (Cullen 1956). Yet, because even
unskilled workers can be heterogeneous with regard to productivity, the implication of these
findings for an interindustry wage differentid and for the exisence of efficiency wages can be
questioned.®

The Jungle (1906), Upton Sincdar:s journdigic noved, exposed the unsafe work
conditions and uncertain employment of unskilled labor in the early twentieth century. New
hires in the meatpacking indudry, for example, were chosen from among the long lines of men
that formed outsde the factory gates. But what determined why one worker was chosen over
another, and why were factory wages apparently above market clearing given the throngs
outsde? Such dtuations have been interpreted as a disciplinary device and the wage has been
termed an Aefficiency wagel Workers know that if they are fired their only adternative would be
a less remunerdive pogtion or unemployment.  They therefore work harder and shirk less. But
the chosen workers, Sndar tdls us, differed from the men who were left outsde. They were
more recent arivas, in better physca (and mentd) condition than those who had already
worked in the meat-packing factories and were fired, lad off, or had taken ill. Unskilled labor
was heterogeneous physicaly and in terms of motivation, thus differences in pay may not reved
the workings of an Aefficiency wage.i

If the interindustry wege differentid is a function of industry rents, the competitiveness
of indudries should correlate wel with wages. Of importance to historica study is that an
interindustiry wage differentid should have emerged around 1900, during the period of the rise of

big business and the great merger movement. There is no evidence to date on this matter.
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7. Downtime: Unemployment, Layoffs, Sckness, and Seasonality

Long-term Unemployment Trends

Annud unemployment satistics have been collected as part of the Current Population
Survey ever dnce 1940, and edimaes of unemployment exist for earlier years that use the
decennid censuses since 1890 for benchmarks. The original series for 1890 to 1899 is due to
Stanley Lebergott; that for 1900 to 1930 is dso due to Lebergott but builds on different
undelying data. The BLS unemployment data are generally used for the 1930s. Severa
competing time series now exist for much of the pre-1940 period.

The Lebergott pre-1930 series compared with the Current Population Survey data for the
post-1940 period reved that unemployment in the non-farm sector was lower after World War 1l
than before the Great Depresson. The comparison dso showed that the annua voldility of
unemployment decreased with time. On both counts the U.S. labor force would have much to be
thankful for. But a revised series, due to Christina Romer, has dtered the findings for both
voldility and levd. The Lebergott and Romer series are given in Figure 10 for the total labor
force. Differences between the two series have not yet been fully resolved.?”’

The Romer revisons were made to correct for the possible introduction of excessve
voldility in the origind Lebergott numbers. If the Romer revisons are correct, the volatility of
unemployment after World War 1l fdls by only a smal amount in comparison with its leve
prior to the Great Depresson. In the origind Lebergott series, voldility fell by a substantid
amount over the twentieth century. Note in Figure 10 that the Romer series, from 1890 to 1929,
aways has lower pesks and higher troughs than does the L ebergott series.

The differences in the two series stem from how the annua data were produced from the
vaious benchmark edtimates for unemployment in the pre-1930 data. According to Romer,

increased volaility crept into the pre-Depression Lebergott data through severa routes?®
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Unemployment in both series is derived as the difference between the labor force and
employment, and the annud estimates for the labor force and employment are produced by
extrapolaing on the basis of other variables. The labor force in the Lebergott estimates was
extrapolated on population. But in cyclicd upturns the labor force expands and in cyclicd
downturns it contracts. Employment was extrapolated on the basis of output. But employment
contracts less in downturns than does output and expands less in upturns than does output. In
other words, labor is Ahoardedd over the cyde and is less voldtile than is output. Each of these
effects would add volatility to the estimated unemployment series.

Because the Romer series has less volatility than does that due to Lebergott, it aso has
lower peaks. The revisons to the unemployment figures for the 1890s are subgstantid. Rather
than rigng to a peak of 18.4 percent in 1894, the revised data reach a peak of 12.3 percent.
Smilaly, unemployment in the recession following World War | is far lower using the revised
figures. Rather than reaching 11.7 percent nationwide, the figureis 8.7 percent.

Both the Lebergott and the Romer series refer to the entire labor force.  But
unemployment among farmers (dthough not among farm laborers) was a fraction of the leve in
the economy without farmers, and farmers were 20 percent of the entire labor force in 1900. The
adjusted estimate of unemployment in the non-farmer sector in 1894 would have been about 23
percent uang the Lebergott data, or about as high as it was a its pesk during the Great
Depresson. |If the Romer series is used the 1890s figure is 15 percent in the non-farmer sector,
dill an impressvdy high figure®

The discrepancies between the Romer and Lebergott estimates involve only the pre-
1930s edimates. The debate has not concerned the issue of unemployment during the Grest
Depression. A separate controversy has raged over the level of unemployment in the 1930s and

concerns the treatment of individuals on federd relief programs.



Goldin -34-

For the twentieth century the issue of unemployment is synonymous with the Great
Depresson.®® The BLS-Lebergott data indicate unemployment in 1933, during the depths of the
Great Depression, was 25 percent of the total labor force. But estimates of unemployment for
the 1930s hinge criticaly on whether a large group of workers supported by federal work relief
programs are included in the unemployed population, as they generdly are in the officid BLS
data. A revised st of edtimates gives a somewhat different picture of unemployment during the
Great Depression.®®  Estimates excluding relief workers contain a pesk unemployment rate of 23
percent in 1932 and one of 21 percent in 1933 (Darby 1976). Unemployment declined to 14.6
percent by 1940, according to officia statistics, but to 9.5 percent if relief workers are excluded.

Unemployment Duration and Incidence: 1900 and 1980

Although the volaility of unemployment may not have changed across the twentieth
century, many other aspects of unemployment, gleaned at the micro rather than the macro level,
did change. The duration and incidence of unemployment spells was dtered consderably from
the late-nineteenth century to the present. Spell duration was briefer around 1900 than in the late
1970s, dthough the incidence of unemployment was higher. The difference in incidence results
manly from a change in the occupationa didtribution. Relatively more white-collar workers are
in the labor force today than in 1900, and ther unemployment incidence is low. The finding thet
incidence decreased over time is condgent with evidence showing that seasondity in the
manufacturing, condruction, and transportation sectors, among others, caused considerable
unemployment around 1900 (see Goldin and Engerman 1993). But the difference in duration is
not so easly explained by compostiond factors. The longer duration of unemployment today
may be due to the greater ability firms now have to tag certain individuds whose employment

prospects get blesker with every spdl of unemployment. Alternatively or in conjunction, the
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provison of unemployment insurance may encourage firms to lay off workers sdectivedy and to
recal them just before their benefits run out.*

Data from various state surveys around the turn of this century and from the U.S. federa
population census manuscripts for 1910 dlow a detailed examination of the duration and
incidence of unemployment that can be compared with data for the more recent period. Table 8
tabulates annud days logt for reason of Ano work among men less than 65 years old who were
not sdf-employed and were working in the manufacturing sector (some samples contain workers
in transportation and condruction). Four state BLS surveys are used here -- those from
Cdifornia (1892), Kansas (1884 to 1887), Mane (1890), and Michigan (1889). Estimates are
aso given in Table 8 for the number of days unemployed conditiond on experiencing some
unemployment and the total number of days in the work year, given by the implicit number of
days worked plus the number lost to al causes.

The percentage of manufacturing workers who experienced some unemployment during
the year was extremdy high in three of the states. In Kansas and Michigan more than 60 percent
of dl manufacturing workers reported being unemployed during some period of the year. In
Maine about 50 percent did, athough only 32 percent reported so in Cdifornia, about the same
rate as in the 1910 federa populaion census for smilar workers. The moda amount of time,
conditiond on experiencing some unemployment during the year, was about 2 to 3 months of
Aworking time,§ where a month of working time is taken to be 26 days.

Although the data for Kansas, Mane, and Michigan are comparable, they are far higher
than are those for Cdifornia and for the manufacturing sector in the United States in 1910. The
differences do not appear due to indusdrid and occupational coverage in the state data, nor do
they appear to be influenced by the particular dates of the surveys. Rather, they seem to reflect

gther highly variable unemployment by year and place, or a more accurate assessment of
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unemployment in certain state surveys as opposed to the federal population census. At the
current time, we do not know why these differences arise across these samples.®

The data in tandem do suggest that workers in the past faced a much higher average
probability of becoming unemployed than they do today but that they were reemployed faster.
Kansas laborers, for example, faced a 6.5 percent probability of becoming unemployed in any
given month. Cumulated over the year, the annua probability of entering unemployment was
dightly greater than 50 percent. For a Kansas laborer, the mean waiting time between spdlls of
unemployment was 15.4 months.  Within 3.7 years, fully 95 percent of al currently employed
Kansas laborers would have experienced unemployment. Virtualy every one would have been
lad off or terminated (or quit) a some point over a four year period. In contrast, an employed
worker facing the 1977/79 entry hazard had a mean waiting time of approximately 9 years, and it
would have taken 26 years for 95 percent of them to experience at least one unemployment spell
(see Goldin and Margo 1991).

Although the probability of becoming unemployed was higher in the past than it is today,
the probability of reemployment was dso higher. An unemployed worker in the Maine survey,
for example, faced a 34.4 percent probability of being reemployed within one month.
Consequently the esimated mean length of an unemployment spell was very brief C just 2.8
months or about 70 days, far less than the mean spell in 1977/79 of just under haf ayear.

The correlates of unemployment adso changed over the past century. Although certain
observable individud charecteristics were associated with unemployment spdls in the late
nineteenth century, industry and occupation ovewhdmingly determined the incidence of
unemployment over the year as wdl as the duration of unemployment conditiona on
experiencing aty. The individuad characteristics that mattered were those associated with

geographic  dability and, possbly, perceived need. For example, maried men encountered
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unemployment less often than did others, and having a larger family was associated with a lower
probability of beng unemployed. These findings raise the posshbility that foremen, prior to the
edablishment of personnd departments, exercised power in deciding whom to lay off and may
have set rules of farness governing these decisons.  Alternatively, married men and those with
larger families may have been more willing to bribe supervisors directly or indirectly in terms of
harder work.

Layoffs, Recalls, and Industrial Suspensions

It is clear that the vast mgority of manufacturing workers in most of the states surveyed
logt time during the year because they were laid off or were terminated. Layoff rates, in most of
the surveys, appear consderably higher than in recent data and one might wonder if many of the
workers were recaled by their employer. We know that today the vast mgority of layoffs, for
which the worker received unemployment insurance (UI), end in recal.®*

The only means of assessng recdl in the state BLS data is to observe the unemployment
experiences of workers with a year or more of tenure with the same firm and compare them with
smilar workers who had less than one-year tenure with their current firm.  Workers employed
by the same firm for at least a year, yet who claimed that they experienced unemployment during
the past year, mus have been lad off and subsequently recaled. But, among the group with
more than one year of job experience, those who suffered unemployment during the year yet
who were not working for their firm for one year, must not have been recaled.

Recdl ranged from 71 percent to 91 percent, with a mean of about 80 percent, for the
group experiencing some unemployment. Thus, of al employees who were laid off fully 80
percent were eventudly recaled and rehired. These figures are not much different from those
among workers today covered by Ul whose spells ended either in recal or employment at

another fim.*  Recdled workers, in the lae-nineteenth century, experienced 14 days less
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unemployment than did those not recalled, holding congtant various factors. Because the mean
length of unemployment over the year was 56 days in the group being considered, those recalled
lost 25 percent less time due to Ano work( than those not recalled.

The finding of extendve recadl among late-ningteenth century workers comes as a
surprise. Many economic historians have commented on the high rates of unemployment
experienced by particular subgroups in the population and a paticular times in the late
nineteenth century, such as during the depression of the 1890s. Extensive unemployment due to
seasondity was viewed as codtly, not just in terms of consumption smoothing, but more often in
teems of compdling labor to be excessvdy and wedefully mobile It was this excessve
mobility that led many to view the pre-World War 1l labor market as chaotic and to applaud the
new labor market inditutions of the pos-World War 11 era.  If the recal numbers implicit in the
state BLS data withstand further scrutiny, they suggest an entirely different interpretation.  For
the vast mgority of workers and during most periods of time, the regularity inherent in seasonal
layoffs may have kept labor around, to be hired by exactly the same firms when business picked
up or when inputs became avalable again. Thus the role of Ul in ensuring a steady flow of labor
sarvices by keeping labor fed and parked at the factory gates may be considerably less than we
think.

Sckness and Vacation Time

Survey data from the turn of the century indicate how workers handled sickness and
vacation leavetime prior to the inditution of firm-provided benefits that often covered both.
Somewhere between 20 and 33 percent of workers took some sick leave over the year and the
time logt due to illness among those with sick leave, was between 22 and 28 days. Thus
anywhere from four to five working weeks were lost to sickness for individuds who clamed

sick leave during the year, dthough the time could have been taken in sngle or multiple spells.
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There are no comparable estimates for the current period because many workers receive personal
daysthat can be taken as Sick leave. Other information, however, affords comparisons.

In the 1970s about 3.5 percent of al workers did not report to their jobs on any day,
exduding that due to pad vacations. The mean for white-collar workers was 2.8 percent and
that for blue-collar workers was 6.3 percent. Among late-ningteenth century blue-collar
workers, the figure was 3.6 percent for Cdifornia, 5.5 percent for Kansas, and 5.9 percent for
Mane. By necesdty, these figures include time lost due to (unpaid) vacations (dthough that
appears to have been quite smal). Thus totd time off as a fraction of the tota work year was
lower in the late nineteenth century than today, condstent with the notion that workers
intertemporaly subgtituted downtime across the year and that time off due to sickness increased
when workers were compensated for days lost.*® It should be emphasized that the findings do
not imply that workers were more hedthy in 1900. Therr productivity was probably
subgtantialy reduced from having to go to work in poor hedth.

Economic higorians have long wondered how nineteenth century manufacturing workers
coped with deven or twdve hour days, sx days a week. The extremely high incidence of
unemployment among manufacturing workers rases the question of intertempora  subgtitution.
In most of the samples the eladticity of days lost due to other causes (i.e., other than sickness)
with respect to that due to Ano work@ was large. For Cdifornia workers in manufacturing who
experienced some days logt to Ano work,d for example, the eadticity was -0.5. That is, among
workers experiencing unemployment in the previous year, a 10 percent increase in days lost to
Ano work(@ was accompanied by a 5 percent reduction in days lost due to more voluntary factors,
other than sickness*” Thus, in general, workers smoothed their downtime over the year and, not

surprisingly, intertemporaly subgtituted unemployment time for voluntary downtime.
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Seasonality in the Past and Present

The high incidence yet rddively short duration of unemployment in 1900, in comparison
with more recent data, reinforces the notion that seasondity had stronger employment effects in
the disgant past than today. The ratio of pesk to trough monthly employment for manufacturing
workers by industry was high in 1900. Further, the trough months vary more across indusiry
today than in the past. Most workers who were laid off during 1900 must have experienced their
unemployment in July/August and December/January, whereass there is far less synchronicity
today. It should be noted, however, that seasondity in agriculturdly-based industries (eg.,
tobacco) is dill strong today and tha troughs in employment are dill gpparent during the
summer months just prior to the harvest. Seasondity was progressvely circumvented through
vaious market forces, such as greater diversification in growing areas around the globe, lower
transportation costs, and technologica advances that cheapened storage. It may also be the case
that firms in the past cared less about seasondly laying off workers, but that many firms now
find it codlier to do 0, in pat due to the experiencerated elements of unemployment

insurance®
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8. Inequality

The Wage Structure

The expansion in the wage structure during the past fifteen to twenty years has attracted
condderable atention. It began in the late 1970s, increased during the economic boom of 1982
to 1990, and continued in the subsequent economic recesson. Various segments of the labor
force have been left behind, and their loss in relative economic postion has raised questions
about the quaity of high schools, the ability of American enterprise to absorb less-skilled labor,
and the roles of intenationd trade and immigration policy. Economigts have explained the
expanson in the wage dructure by gppeding to changes in technology, shifts in internationa
comparative advantage, changes in the qudity of educated workers, and the decline in private-
sector unions.  Above dl, mogt of the literature has viewed the widening wage structure as
something anomalous for the United States and in comparison with most other countries®

Yet the wage structure underwent an even more rapid change in the opposte direction
some fifty years ago in the 1940s. | cal this period the Great Compression, because in one
decade the wage dructure moved from one of vast inequdity to one that displayed more equdity
than has been witnessed since. Income inequality, moreover, must have been affected to an even
gregter extent since the unemployment rate in 1939 was dill high and was far greater than it was
in 1949, (the years to which the 1940 and 1950 income data from the federal population census
refer).

A convenient and much-used summary datigtic of the wage dructure C the ratio of the
weekly wage at the 90th percentile to that a the 10th percentile -- is graphed in Figure 11 for
1940 to 1985. The figure clearly shows that the widening of the wage structure since 1970 has
returned it, a least by the standards of the measure used, to that existing in 1940. In terms of the

summary datigic in Figure 11, the wage structure in 1940 was as unequa as that in 1985, both
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having a 90-10 ratio of 4.3. But in 1950 the same ddidic registered a vaue of only 29. The
wage structure widened a bit during the 1950s, but even as late as 1960 only 21 percent of the
compression of the 1940s had been lost and the 1960s witnessed dmost no change at dl.*° Other
measures of the wage dructure tha rely on less extreme portions of the distribution (such as the
ratio of the wage at the 75th percentile to that at the 25th), reveal smilar trends across the past
fifty years.

The compression of the wage structure in the 1940s was general and widespread. The
narowing, for white mdes is evident by education, potentia labor market experience,
occupation, and region. The premium to college graduation over high school graduation, for
example, declined by about 35 percentage points, and had been, in 1940, about 70 percent, for
men less than 45 years old. Further, a narrowing can dso be discerned within each of the
educational, experience, occupdationd, and regiona groupings. The narrowing did not just occur
between the vaious groups but aso within them. The edimation of eanings functions
demondtrate the same findings. Not only was there a decrease in the Apricefl of skills from 1940
to 1950, the distribution of resduads was dso narrowed considerably. It is clear that the 1940s
were a decade of extreordinary change in the wage dructure.  Further, the wage structure put in
place in the 1940s remained virtudly intact during the 1950s and 1960s, quite unlike the
experience directly following World War 1.4

But the exceptiond narrowing of the wage structure during the 1940s may have occurred
because the wage structure was anomdous in 1939. Because unemployment during the 1930s
was disproportionately experienced by the lesser skilled and lower educated, the wage dructure
in 1939 could have been substantidly widened in comparison to wha came before the
depresson. Further, the narrowing of the wage structure during the 1940s may have been part of

agenera secular trend toward greater equality in earnings that began long before 1940.%2
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Both of these posshiliies have been explored usng two new data sets that yield
information on salaried white-collar workers from the early 1920s to the mid-1950s. The results
from the two series are renforcing. After 1930, the white-collar premium in hourly earnings
increased (far more so for weekly earnings), reaching a peak sometime around 1933/34 (see
Figure 12).#* A substantid and rapid narrowing then ensued (possibly due to the impact of the
Nationa Indudtrid Relations Act or to economic recovery), such that the skill differentia by
1939 was dmilar to that in the late 1920s. One clear conclusion from these new data series on
il differentids is that 1939 was not anomaous (at least not with respect to the hourly wage
ratios for higher to lower educated workers).

Almog dl previous evidence on the wage structure for the period prior to 1940 has relied
on data for skilled operatives, in manufacturing or the building trades, and unskilled workers
(eg., laborers, janitors). Numerous Sudies have found a decresse in the skill differentid
measured in this manner from 1900 to 1960, but with the bulk of decrease occurring during the
1940s. One problem with the literature is that the skill differentid being measured has little to
do with education because skilled workers are craft workers, not white-collar employees, and it
is the increase in the supply of educated Americans that is the focus of attention of most work on
the wage dructure in the latter pat of the twentieth century. The skill differentid used in the
previous literature, however, may be rdevant for underganding the impact of changes in
immigration, particularly its restriction in the early 1920s.** As noted previoudly, a recent study,
which builds on the data underlying Figure 12, concludes that there was a substantia narrowing
between the wages of ordinary white-collar workers and production workers in manufacturing
sometime around World Wer |.

Because the wage data for 1939 do not appear anomdous, an explanaion for the rapid

and extreme narrowing of the wage structure in the 1940s must rely on the extraordinary changes
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in the economy during the World War Il era. The increased demand for less-skilled labor during
the war must certainly have narrowed the wage structure, and the command economy that
accompanied shifts in demand must have been reinforcing. Wages, after the Stabilization Act of
1942, were determined by the National War Labor Board (NWLB), and during its brief lifetime,
the NWLB processed dmost a hdf-million gpplications for wage increases.  Its minuscule staff
often relied on Arules of thumb@ by which increases were automaticaly approved for very low-
wage jobs, to bring workers in a particular occupation up to par with others in the same
occupation, and so on. All these rules could be expected to reduce inequality between and
within occupations.

Industry evidence, compiled from a large number of Department of Labor studies,
indicates that while the compression did occur to a large extent during the war and affected the
50-10 decile measure to a great degree, there was adso consderable compression after the war
and the 90-50 portion of the distribution was equaly affected.*> Thus, the war itsdf and the
actions of the NWLB cannot be given dl the credit for decreasing inequality in wages.
Something €lse must have been going on.

These other factors indude an increase in the demand for less skilled workers. If the
1980s crested the rust belt, then surely the 1940s and 1950s established (or at least reinforced)
the steel belt. An increase in the supply of educated workers before and following World War 11,
as will be detailed in the section on education below, was a supporting factor in the decrease in
the return to schooling. But there must aso have been other influences. The increased strength
of unions beginning in the late 1940s is clearly a neglected factor, and, if the experience of
European countries is any guide, the role of unions in the wage structure may have been

important. There is ds0 the minimum wage, fird put in place in 1938 with the Far Labor
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Standards Act. The minimum wage was binding on a large percentage of workers from 1938 to
the 1950s in many industries in the South, for example.*®

Black-White Differences in Earnings

The 1940s was dso a decade of narrowing incomes between blacks and whites, as can be
seen in Table 9. The ratio of black to white earnings in 1939 was 0.434 but was 0.552 in 1949.
Part of the narowing owes to the migration of blacks from the low-wage South to the higher-
wage North. But another part was due to the general compresson in the wage sructure that
lifted most workers in the lower tal of the wage didtribution (Margo 1995). The earnings of
blacks and whites continued to converge after the 1940s, a trend that has been broken only
recently (O=Neill 1990).

The man longrun factor in the convergence of black and white earnings was the
increase in the years, as well as in the relative quality, of education for blacks (Card and Krueger
1992). At the turn of this century, when the vast mgority of blacks lived in the South, ther
years of education and expenditures per pupil were exceedingly low. Whatever educational
advances followed Emancipation were dowed by the effective disenfranchissment of blacks in
the post-1890 period (Margo 1990b). In 1940 black males 26 to 35 years old had only 60
percent the years of schooling that whites had. 1n 1950 they had 71 percent, and by 1980 they
had 90 percent (Smith and Welch 1989, table 9).

The economic gans that blacks made reative to whites snce 1940 were largest in two
eras. The first was the decade of the 1940s, and the second was the period from about 1965 to
1975. All cohorts in Table 9 experienced an increase in the ratio of black to white earnings
during the 1940s, whereas litle occurred from 1950 to 1960. Because Table 9 is arayed by
census years, the change from 1965 to 1975 cannot be eadly detected. But an increase sometime

during 1960 to 1980 is apparent. The digunction in the economic progress of African-
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Americans suggests that episodic factors were aso of importance in narrowing the earnings gep
between whites and blacks (Donohue and Heckman 1991).

The genera wage compression of the 1940s and the enormous migration of blacks to the
North have aready been mentioned as possible factors in that decade. The sharp reduction in the
eanings gap between whites and blacks in the immediate post-1965 period occurred within the
South as wel as the North, and was, therefore, not a function of migration. Severad careful
dudies have demondrated that the Civil Rights Act of 1964 was indrumentad in forcing or
enabling firms to hire black workers in the South, particularly in textiles (Heckman and Paynor
1991).

Although black Americans dill earn subgantidly less than do white Americans, the gap
between ther incomes narrowed considerably in the decades since 1940. By the mid-1970s a
college-educated black man could expect to earn precisdy what a college-educated white man
could. Since then, however, some of the previous gains have been hdted and many have been
reversed. Among college educated men, for example, the ratio of black earnings to white
earnings decreased by 13 percent from 1973 to 1989. Similar losses were experienced by those
nationwide with less than a college education. But far greater reductions were fdt by those with
no years of college in the midwest. That ratio was reduced by 22 percent from 1973 to 1989
(Bound and Freeman 1992). We are ill too close to the current period to understand why the
gains of the past have been unraveling for African-Americans.

The Gender Gap in Wages

Wage gaps aong severa dimensons C between the skilled and the unskilled, the more
educated and the less educated, and whites and blacks C widened during the 1980s. But wage
differences between men and women have narrowed after being relatively constant from about

1955 to 1980. Another narrowing of the gap between mae and femae earnings occurred during
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the fird several decades of this century, as can be seen in Figure 13. In 1900 the ratio of the
wage of a full-time femae worker to that of a full-ime mae worker was 0.463. But by 1930 the
ratio had increased to 0.556. Much of the increase was caused by the movement of women out
of low-paid occupations, such as servant and manufacturing operative, and into the ranks of
white-collar workers in offices and retal esablishments. The increase in the relative pay of
women to men in the early twentieth century rivas that in the previous century when women
firg entered the nascent manufacturing sector.  During 1820 to 1850 the ratio of mae to femae
wages rose from about 0.35 to 0.50 in manufacturing. Technologica change that circumvented
the need for drength in certain indudrid activities was the criticd factor in the increase in
womerrs wages relative to merrs, as wel as in the employment of women. In the first part of
this century women joined the burgeoning clerical sector (see Table 4) and were enabled to do so
by the vast increases in secondary schooling at that time.

But the progress that women made relative to men in ther full-time earnings appeared to
come to a hdt in the post-World War Il period. Oddly enough this was the period of the greatest
increase in wages in generd and in genera wege equdity. Recal, as well, that it was dso a
period of enormous growth in the labor force participation of married and older women. A
relaionship exids between the wages of women and ther increased participation that eluded
many researchers who thought it paradoxical that participation rates of women increased while
their relative wages stagnated.

The rddionship between wages and paticipation derives from that between the
accumulated job experience of dl working women and changes in female labor force
participation. Even though married women in 1950 spent, on average, only a fraction of ther

lifetimes in the labor force, those who entered the labor force a some point actudly remained in
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for a long time thereafter. That is, the labor force participation rate of married women was low,
but those who were in the labor force were relatively continuous workers.

The connection between labor force participation changes and wages can be explained
most eadly by example. Assume 20 married women out of 100 participated in the labor force in
1950, but 40 out of 100 participated in 1970 (not far from the actud numbers). Under the
assumption of work continuity, the 20 who were in the labor force in 1950 would have
accumulated 20 additiond years of work experience by 1970. But the 20 who entered the labor
force from 1950 to 1970 would have accumulated fewer years. If one woman entered the labor
force each year, then one would have one year of experience by 1970, another would have two
years of experience, and so on until we got to the woman who entered in 1951 who would have
nineteen years of experience. Thus the work experience of a representative woman in 1970
would be the average over dl women in the labor force, or fifteen years. If, instead, the labor
force paticipation rate had not increased a al, work experience, of the working femae
population in 1970, would have been 20 years C or five years more. Thus the large increase in
participation put a drag on the accumulation of work experience by working women.

This example illudraes exactly what happened to the accumulated experience of
working women in the 1950 to 1980 period. Because new entrants had little work experience,
they depressed the accumulated experience of dl working women. Because the wage is an
average over dl working individuds and because job experience is an important determinant of
eanings, the increased participation of women put downward pressure on the wages of dl
women. Part of the gability of the ratio of femae to male wages over this period, therefore, is
due to the stability in the job experience of the average female worker.

But with each pasing year the paticipation of women mounted, and the depressing

impact of the new workers lessened. By the 1980s the job experience of the average working
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woman began to increase.  Further, women had made better investments in job skills prior to
entering the work force and had more redidic expectations about ther lifetime of work. For
these, and other reasons, the ratio of femae to mae earnings began to climb and has increased
10 percentage points since 1981. In 1981 the ratio of mean hourly earnings of women to those
of men was 0.637, but in 1991 it was 0.736. The ratio was even higher for young, educated
women compared with amilar men. For example, among never-married non-hispanic white 25
to 34 year olds, with more than four years of college, there was virtually parity in earnings
between men and women, and among those with only a college degree the gender earnings ratio

was0.9in 1991.4"

9. Education and Human Capital

The progress of labor across the twentieth century is closdly associated with educationd
advances. The virtual eimination of child labor, the rise of the femae labor force, the increase
in the ratio of womerrs to merrs earnings, the narrowing of the gap between black and white
incomes, the compression of the wage structure in generd, and the evolution of various modern
labor market ingtitutions can al be related to educationa progress. Mean years of schooling by
birth cohort increased rather continuoudy for maes and femdes across this century. A
somewhat better view of educationd progress comes from examining the percentage completing
high school and the proportion attending or graduating from college.  When these indicators are
examined, schooling advance appears less continuous and occurs in particular eras.

High school completion increased by amog four times from 1915 to 1940 risng from 13
percent of youths to dmost 50 percent (see Figure 14). In the non-southern regions the
graduation rate rose from a higher base and exceeded 50 percent by 1940 (Goldin 1998). Across

the nation young people, especidly girls, sharply increased ther attendance in high schools
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beginning with cohorts born around 1900 to 1920. Advances in college education began in the
post-World War 1l period, in part fuded by generous grants provided through the Gl Bill.
College graduation (meaning four years or more of college) among young men rose from less
than 15 percent of the 1920 birth cohort to more than 30 percent of the 1950 birth cohort, and
that for women rose from about 7 percent to just below 30 percent between the same birth
cohorts.*®

An oft-cited daigsic demondrating the importance of human capitd to American
economic growth comes from the familiar decomposition of the growth resdual. From 1929 to
1982 nationd income per worker grew at a rate of 1.48 percent average annudly. Conventiond
factors (labor hours, capitd) can account for only 5 percent of this growth, leaving a resdud of
95 percent. Of that residual, according to Edward Denison, 28 percent can be explained by
increases in forma education (Denison 1985, p. 113).

Human capita accumulation and technologica change were to the twentieth century
what physical capitd accumulation was to the nineteenth century C they were engines of
growth. From 1929 to 1982 human capita formation accounted for amost 60 percent of all
capital formation. The increased human cepitd stock advanced per capita growth in the
twentieth century by more than any other single measurable factor. Because much of the
resdual mus owe to advances in knowledge, the role of humen capitd formation in the
economic growth of this century must be extremdy large. According to standard estimates,
which probably understate the growth of education over time, mean schooling of the mae labor
forceincreased from 7.72 years in 1920 to 10.86 yearsin 1970 or by 41 percent.*

Less well-known is that advances in secondary schooling account for about 70 percent of

the increase in total educational attainment from 1930 to 1970 of men 40 to 44 years old.*®
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Increased high school attendance, not that of college nor elementary school, was responsible for
the enormous increase in the human capital stock during much of this century.

The 1940 federad population census was the firg to collect information on the highest
grade completed and earnings, and thus it provides the earliest evidence on which to base a
quantitetive study of the returns to education. But the revolution in American education was
wdl underway before 1940 with the expanson of high school enrollment and graduation from
1915 to 1935. How incomes and their distribution were affected by the increase in education
across America is dill unclear.  Much has been written about the role schooling played in the
evolution of the femde labor force, which shifted rapidly during the early twentieth century into
office and sdes work, from domestic and manufacturing jobs. But less has been done on the
mde labor force. By 1939 the returns to college graduation reative high school graduation were
exceedingly high and they were dso substantid for high school graduation over primary school
education (see Goldin and Margo 1992). The new white-collar wage series, discussed above,
suggests that returns to secondary schooling narrowed around 1920. But because they remained
high until the 1940s, despite a large increase in the relative supply of those with secondary
schoaling, the rdative demand for educated workers mus have shifted out regpidly in the 1920s

and 1930s (Goldin and Katz 1995).

10. Government and the Labor Mar ket

The government:s involvement in the labor market through regulation and legidation
increased subgtantialy in the twentieth century. Because the subject is large and encroaches on
that in other chapters, | will only detail legidation most relevant to the labor market, such as

Workers Compensation, maximum hours laws, immigration restriction and regulation, Socia
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Security, Unemployment Insurance, legidation affecting union activity, and anti-discrimination
legidation.

Workers Compensation (WC) legidation was the fird socid insurance passed in the
United States. These laws, which were passed by the states and exist at the state level today, set
down a more forma procedure for workers injured on the job to file clams againg ther
employers.  The passage of WC occurred swiftly: it passed 9 dtates in 1911 and 13 more adopted
it by 1913. Forty-four states (including Alaska and Hawaii) passed WC legidation by 1920.
Because the previous system, that of employer lidhlity, entalled greater costs to bring suits, for
exanple through the payment of lawyers fees it was thought that the WC system was
Aefficiency enhancingd and left workers decidedly better off. Two other effects have recently
been explored. One is that workers may have had their wages reduced after passage of WC if
they were previoudy paid a compensating differentia for more hazardous jobs and if the WC
sysem taxed firms according to ther daims. Workers ill would have benefited from WC
passage if the private insurance market did not offer them actuariadly-fair insurance.  Another
effect is that workers may have taken greater risks on the job if they faced a higher probability of
collecting damages when injured. Regulation of the labor market may not dways achieve its
intended gods, in this case making the work place safer.™*

Also of concern during the Progressive era were the hours of labor and the employment
of women and children. Maximum hours laws were passed a the date level beginning in the
mid-nineteenth century, but no law condraining the hours of men was found to be congtitutional.
In the now famous case of Muller vs. Oregon (1908) the Supreme Court upheld a law passed by
the state of Oregon redricting the hours of women to ten per day on the grounds that women
required protection because they bore children. The Supreme Court decided that the right of the

individud to contract fredy was outweighed by the right of the unborn or, in the economist:s
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language, that an externdity existed. Almogst every dtate passed hours legidation redtricting the
hours of women and sometimes children. A relationship has been found between genera hours
declines during the 1910 to 1920 period and the legidation, dthough the precise causad
relaionship is unclear (Goldin 1988). It is possble that passage of the legidation provided a
means to rdly labor=s support for lower hours in generd. Child labor laws were also passed at
the state levd and went hand-in-hand with compulsory education laws. At the federd level a
child labor law (the Owen-Keatings Act) was passed in 1916, but its sanction (a tax on the
products of firms employing children under 14 years) was found unconditutional two years later.

Legidation redricting European immigration, in the form of the literacy test, was firg
passed by Congress in 1897 but was vetoed by President Cleveland. The AFL under Samuel
Gompers came out strongly in favor of the literacy test in 1897. Organized labor and many other
groups bdieved that immigrants particularly from the most depressed parts of Europe, seriousy
reduced the standard of living of Americas working people. The test again passed Congress in
1913 but was vetoed by Taft, and it passed in 1915 but was vetoed by Wilson. In the midst of
World War |, with xenophobia on the rise, Congress findly overrode Wilsorrs veto and general
immigration redtriction began. It was but a smal step from the literacy test to the quotas, which
were passed in 1921 and revised in 1924 and 1929.°> The find quota act, known as the Nationa
Origins Act of 1929, set down very drict limitations on immigration from the new sending
regions of Europe (southern, centra, and eastern Europe) by basing the quota on the historica
make-up of the American population. Immigration from Asa was virtualy barred, dthough that
from Western Hemisphere countries remained unrestricted. It could be argued that the quotas,
by redricting the flow of less-skilled immigrant labor, were the single most important piece of

labor legidation in the twentieth century.
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Immigration redriction was left virtudly untouched until the Immigration Act of 1965
which retained some of the ovedl quantitaive controls of the previous legdation, freed
restrictions on country of origin, but included Western Hemisphere countries in the tota pool. It
adso gave priority to close famly members of American dtizens and alowed for politica
refugees. Each of these changes increased the numbers emigrating from Centrd America and
Ada and added to those dlowed beyond the globa condraint. As noted previoudy,
immigration, legd and illegd, has increased so greatly of late that the proportion of the annual
net increment to total population accounted for by net immigration is a a higoric, al-time high
(around 38 percent). Fears that wages in various industries and occupations are being lowered
by these Anew@ immigrants from Asa and Mexico and a longstanding tradition in American
higory of disoriminating againg Anew( immigrant groups has led to a new cdl for dradtic
immigration redrictions.

A host of important labor legidation was passed during the 1930s. It is impossible to
rank these landmark acts on the bads of thar rdatve importance, and thus | ligt them in
chronological order. The Sociad Security Act passed in 1935, a banner year for mgjor legidation
dfecting labor. The data underlying Figure 6 suggest that passage of socid security reduced the
retirement rate of older men but it aso shows that the labor force participation rate of older men
had been decreasing for severad decades prior to its passage. The Socid Security Act dso
established unemployment insurance, adminisered at the dtate levd, and the Wagner Act,
already discussed in the section on unions, was passed in the same year. The Fair Labor
Standards Act passed in 1938 and included a provison for the minimum wage and for overtime
pay. In one brief period labor received socid insurance, aready a part of most European
economies, the legd right to organize and bargain fredy with management, and a guarantee of a

far wage for those employed.
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The American unemployment insurance system differs in severa important respects from
that in European countries, and the differences are related to the historicd materia on
unemployment discussed above.  When unemployment insurance was debated and discussed
prior to its passage in 1935, one often-expressed concern was how to reduce unemployment.
Seasondlity was viewed as a grave and avoidable problem, and it was hoped that the financing of
unemployment  insurance through taxing firms for their layoffs and dismissals would serve to
reduce the hardship to labor. The U.S. system of unemployment insurance is the only one of its
kind to experience-rate firms on the basis of their previous unemployment.>®

Recent labor legidation with subgtantia implications governs the hiring, promoting, and
firing of minority groups, women, pregnant women, older workers, and those who take leave to
care for dck rdatives. The Civil Rights Act of 1964 covered both minorities and women,
dthough Equal Employment Opportunity Commission, set up to recave and invesigate charges
of employment discrimination, was initidly more viglat in cases concerning minorities.  There
is anple evidence that blacks made substantiad gains because of the Civil Rights Act and Federd
Contract Compliance, but the case for women is more difficult to establish (Leonard 1986, 1989,
1990). The Age Discrimination and Employment Act, passed in 1967 and amended in 1978,
prohibits discrimination in hiring, firing, conditions, and compensation against persons between
40 and 70 years od (with no upper limt in the Federal sector). The most recent legidation of
this type is the Family and Medica Leave Act (1994) which guarantees, to most employees, the

right to take limited unpaid leave to care for newborns, children, and other Sck relatives.

11. Summary
The study of the labor market across the past hundred years reveals enormous progress.

Progress has been made in the rewards of labor C wages, benefits, and increased leisure through
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shorter hours, vacation time, sick leave, and earlier retirement. Labor has been granted added
security on the job and more safety nets when unemployed, ill, and old. Most of these changes
have occurred within the labor market, as reveded by lower turnover, greater pensions, and more
generous leave policies. Some have been parts of governmental socid insurance programs.
Labor merket progress has interacted with societal changes, causng them a some times and
being caused by them at others. Womerrs increased participation in the pad labor force is the
most ggnificant.  The virtud dimination of child and full-time juvenile labor is another. The
greater economic role of women and the dedine in juvenile labor were fostered by various
technologica changes and educationa advances.

But the study has dso reveded tha some aspects of the labor market have not
progressed as wel and some have come full circle across the past century. Labor productivity
has been lagging since the 1970s. It was equaly duggish a other junctures in American history,
but the present has unique features. Ours is longer and is shared by mogt indudridized
countries.  The recent dowdown in the United States has been accompanied by a widening in the
wage structure.  No hard evidence causdly links the dowdown to risng wage inequdity but
their impacts are eadly related. Risng inequdity is a far more serious problem because of the
coincidence. A dgretching in the wage Sructure is easier to manage in good times than in bad.
Inequaity rose in the past and it probably widened to the same extent, but the historical record is
incomplete.  The wage structure was as wide in 1940 as today but there is, to date, no hard
evidence when it began its upward trend. The wage structure has, therefore, come full circle to
what it was more than a haf century ago. Union strength has dso come full circle. Private
sector unionization is now the same percentage of the non-farm labor force as it was before the

Wagner Act and at the turn of this century.
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The labor market seems a vastly different place than it was a century ago. Workers are
more <killed, dgnificantly more white-collared, and fa less in the manufacturing and
agriculturd sectors.  Labor, it is beieved, uses more forma schooling skills, builds more human
capital and greater vaue to the firm with time on the job. But there is conflicting evidence on
job tenure across the century and a growing sense today that turnover has increased in the white-
collar sector. A final issue, and one that has not been addressed here, is how the reationship
between workers and their work changed over history. The industria revolution, to some,
created a group of dienated employees whose sills were diminished by the divison of labor
and machinery. Have the newer technologies created skilled employees who work in teams, are

empowered by management, and find greater persond identity in their work?
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ENDNOTES

1. There appears to be no agpparent trend over the past 100 years in the leve of unemployment, but
the natura rate of unemployment does appear to have risen in the post-World War 1l period (see
Figure 10).

2. Schooling could aso have been denied to the children of middlie-income families if the children
could not make credible commitments to thar parents to pay back the direct costs of schooling.
Because foregone earnings, not direct costs, were the more important part of total costs of education,
publicly-provided education did not guarantee that children would be sent to school even if the rate
of return to such education was high.

3. That lesser-sKkilled labor was combined with raw meterias to substitute for higher-skilled workers
is a long-ganding theme in American economic history having roots in Habakkuk (1962) and given
empirica confirmation in James and Skinner (1985). See also Wright (1990) who emphasizes the
rise of the United States to world industria supremacy as depending on its comparative advantage
in raw materiads. | am emphasizing here the production of finished and intermediate products (e.g.,
agricultura implements, sed, automobiles, hides, meat, flour) and less raw materias (whest,
tobacco, cotton).

4. Freeman (1980) provides a fine summary of the changes in the American labor market from 1948
to 1980.

5. The Current Population Survey was atered in 1994 to reflect changes in women:s economic role
(e.g., the quedtioning is more gender neutrd; those who are not employed are queried about job
search more intensvely). Although both the unemployment rate and the labor force participation
rate are affected by the changed survey, the impact on the former is considerably greater than on the
|atter.

6. See Goldin (1990), who revises the femde labor force for ¢.1895. On the labor force concept and
its evolution see Durand (1948) and Long (1958), among others.

7. Because of changes in occupationa definitions | will occasonally compare 1900 with 1970 or
1980, rather than with 1990.

8. Data for 1970 are used in this comparison because census occupational definitions change in the
1980s and comparisons are dfficlt among the dericd, sdes, professonal, and managerid
categories. Note, for example, the apparent growth in the female sales labor force and decline in
the female clerica labor force between 1980 and 1990.

9. The seriesfor only production workersin the manufacturing sector is not very different.

10. Another difference between the series for real non-farm hourly labor productivity and the redl
wage series in this chapter is the deflator. The real hourly productivity series uses the GNP deflator
whereas that for the real wage series uses the consumer price index for most of the period.
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11. There were 3,482,000 non-farm, non-mine (mae) laborersin 1900, (Historical Statistics 1975,
series D 182-232). The 1900 census lists 48,544 male janitors and sextons, 276,958 male servants
and waiters, 73,734 mde hucksters and peddlers, 53,625 male porters and helpers, and 538,029 mde
draymen, hackmen, and teamgers. There is no separate lising for mine laborers (U.S. Department
of Commerce and Labor, Bureau of the Census 1904). Although one might quibble with including
dl draymen, hackmen, and teamdsters in the laborer category, there were many manufacturing
employments requiring no skill that could not be included, particularly those in mining.

12. The decrease in the labor force participation of teenagers is not entirely apparent in Table 1
because some youths in the labor force are also enrolled in school. In 1990, for example, the labor
force participation rate of al mae 16 to 19 years olds was 55.7 percent. But it is only 32.2 percent
if one excludes those enralled in school and working part-time.  The double counting of teens at
school and a work arises more in the Current Population Survey than in the census data before
1940. In fact, it is more likely that the census data before 1940 undercount youths at work, rather
than overcounting them.

13. It should be noted that young people who are in school can also be included in the labor force
and that this is more frequent under the labor force concept than that of ganful employment.
Therefore the proportion of 16 to 19 year old maes in the labor force generdly increased since 1940
(see Table 1) even though a greater fraction were adso in school. See Goldin and Parsons (1989) on
child labor in the 1890 to 1910 period and why it declined.

14. Moen (1987a, 1987h) estimates the gainful employment concept for the post-1940 period for
congstency with the prior gatistics. The main difference in the two concepts C ganful employment
and the labor force C will be to bias upward the earlier data on labor force. Men who retired might
dill have declared an occupation, even though the enumerators of the census were instructed to
record those who were retired as having no occupation. The Moen 65+ series is somewhat higher
than the Census 65+ series (see Figure 6) because Moen tries to replicate the gainful employment
concept throughout by using information on weeks employed.

15. The labor force participation rate of 25 to 44 year old males in 1900 was 94.7 percent and that
for the same group in 1990 was 94.3 percent. But that for women in 1900 was 17.5 percent, whereas
it was 74.9 percent in 1990 (see Table 1). If the populations of maes and femaes were the same
in this age group, the aggregate labor force participation rate in 1900 would have been 0.846 and
that in 1990 would have been 0.561. The only change was the increase in womerrs participation,
which served to increase the tota by about one and one-haf times or by 50 percent.

16. For a more complete discussion of the role of demand and supply shifts in explaining the
increase in femade |abor force participation see Goldin (1990) chapter 5.

17. For a recent and nove dternative interpretation that gives far less weight to the laws, see
Freeman (1998).

18. Thisis Ulmarrs (1966) thesis.
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19. The AFL dams it was established in 1881 with the founding of the Federation of Trades and
Labor Organizations. Most historians use the 1886 date.

20. The Clayton Antitrust Act, passed in 1914 clarified that Congress did not intend antitrust
legidation to mean that unions were in redtraint of trade. But later interpretations reveded that the
act did not exempt unions from the antitrust laws, nor did it give unions rdief from injunctions as
Congress appeared to have intended.

21. A smple estimation of the union wage premium is hampered by the fact that union members
tend to be more skilled than non-union members.

22. See Kerr (1954), on the 1950s, Nelson (1975), on the early 1900s, Edwards (1979), on the
higtorica evolution, and Doeringer and Piore (1971), on the twentieth century.

23. Seg, for the earlier period, Goldin and Margo (1991), Carter and Sutch (1991), and Sundstrom
(1990).

24. Carter (1988) and Carter and Savoca (1990) dam that jobs are not lengthier now than in the
past. Jacoby and Sharma (1992), however, dispute their treatment of the subject and defend the
conventional wisdom that job tenure has increased over the twentieth century.

25. See Raf (1988) for a discusson of this thess and an dternative explanation for the five-dollar
day.

26. Allen (1995) finds no evidence for an interindustry wage differentid over long periods of time
for nonproduction workers.

27. The Lebergott series can be found in Lebergott (1964) and, in part, in Historical Statistics (1975)
series D 85-86. The Romer series is in Romer (1986a, 1986b), although see Weir (1992) for a
critical review. Seeaso Lebergott (1992) for acritique of Romer.

28. For a criticism of Romer=s dam that the Lebergott numbers are excessvely voldile for the 1900
to 1929 period see Weir (1992), who agrees that the 1890 to 1899 data are excessively voldtile.

29. | assume here tha unemployment among farmers in 1894 was equa to what it was in a non-
recession year. It was 1.4 percent in 1900, which was a non-recession year (see Goldin and
Engerman 1993). Farmers were 20 percent of the labor force in 1900.

30. See Margo-s (1993b) excdlent and balanced survey of the literature.

31. See Darby (1976) for a defense of exduding WPA workers, who are in the official BLS-
Lebergott unemployment series, from the ranks of the unemployed, and Kessedman and Savin
(1978), for a critique of Darby. Margo (1988) provides a reasoned view of the two extreme cases.

32. See Juhn, Murphy, and Topel (1991) on recent estimates, and Margo (1990a) for a comparison
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of data for the 1970s with those for 1910. Keyssar (1986) contains a fine discussion of the evolution
of the notion of unemployment in the United States.

33. It should be mentioned that the state BLS data, for dl thar virtues as quantitative windows on
the past and on working-class people, are curious and puzzling documents. There is no precise
record concerning how the samples of workers, families, and firms were dravn. They appear to
have been collected in a haphazard manner, often compiled from rdaivey smal numbers of
individuds who maled in ther questionnaires. The questionnaires were generdly distributed non-
randomly by unions or in working-class neighborhoods. It is likdy that many of the unemployed,
such as trandents and tramps, were not reached, although those who tramped would have been
difficult to reach by even a wdl-designed sample. See Keyssar (1986) on tramping and the
unemployed.

34. Onrecall asthe route out of Ul, see Katz (1986) and Katz and Meyer (1990).

35. There is a potentia bias, however, in the state BLS data if unemployed workers exited the
population from which the sample was drawn and other unemployed workers did not replace them.
Even if the bias were present, however, it isnot likdy to dter the results significantly.

36. See Goldin and Margo (1991) for the historicd data and Allen (1981) for the more recent
numbers.

37. In Kansas the dadticity was -0.7, but in Maine it was small with alarge standard error.
38. On seasondity see Goldin and Engerman (1993) and Kuznets (1933).
39. On the recent wage structure expansion see Katz and Murphy (1992).

40. The figure is 39 percent if only white men are considered (see Goldin and Margo 1992, table 1).
The convergence between black and white incomes held in check some of the unraveling in the
wage structure.

41. See Goldin and Margo (1992) on the Agreat compressioni of the 1940s. Miller (1955, 1958,
1966) provides a contemporary portrait on the wage sructure and the income digtribution for 1940
to 1960. For the income digtribution using IRS data from the 1920s to the 1940s see Kuznets (1953)
and Goldsmith (1967).

42. Thisis part of the Kuznets thes's; see dso Williamson and Lindert (1980).

43. The premium is inferred to be due to education because it is the ratio of the wage of white collar
to blue collar (Iaborer or unskilled manufacturing) workers.

44. On the ill differentid literature for the pre-1940 period, see, for example, Keat (1960), Ober
(1948), and the summary in Williamson and Lindert (1980).
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45. By 50-10 (and 90-50) is meant the ratio of the wage at the 50th (90th) percentile to that at the
10th (50th) percentile.

46. See Ehrenberg and Smith (1991), table 3.3 for the nomina vaue of the minimum wage and the
ratio of the minimum wage to the average wage in manufacturing directly before and just following

passage.

47. Numbers were cadculated by the author from the March Current Population Survey data. See
Goldin (1990) on the gender earnings gap and on the role of changing expectations regarding |abor
market experience. O:=Nell and Polachek (1993) contains recent data and analyzes why the 1980s
brought an increase in the ratio of femde to mde earnings. Blau and Kahn (1994) discuss the role
of the wage Structure. Risng inequality since the late 1970s has meant that women were svimming
upstream. They would have gained one-third more relative to men had the wage sructure not
expanded.

48. The cdllege graduaion numbers come from Current Population Reports by usng data on
schooling completed for older cohorts. They could be upwardly biased for those who would have
graduated in the pre-1960 period the same way that high school graduation data from the 1940 and
1950 censuses are for those who would have graduated before the early 1930s. See Goldin (1997)
on college graduation rates, Goldin (1990) for womerrs schooling in generd, and Smith and Welch
(1989) for schooling differentials between blacks and whites. Goldin (1998) presents estimates for
public and private graduation and secondary school enrollment rates in the 1910 to 1960 period
usng contemporaneous data from the Commissioner of Education and other sources. Such data are
less afflicted by Acreepi than those obtained from the 1940 and later censuses or the Current
Population Reports.

49. The mean schooling figures are from Smith and Ward (1984).

50. The figure would be 85 percent if dl of the increased education in the primary grades needed
to advance students to the secondary grades was included. It would be reduced to 58 percent by
subtracting the 0.46 years, on average, of education needed to advance those in the grades five
through seven to eighth grade (see Goldin 1998, table 1).

51. See Fishback and Kantor (1995) for an andyss of the wage effects from passage of Workers
Compensation.

52. See Goldin (1994) for an andysis of why immigration restriction passed.

53. A standard and superb higorical work on the subject is Nelson (1969). For various reasons the
experience rating system is incomplete, and many sectors and firms that reach the maximum tax
(e.g., autos, condruction) have little incentive to reduce unemployment.
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Figure 1: Log of Real Annual Earnings of Manufacturing-Sector Workers, 1900-1991

Sources and Notes:
Earnings 1900-70: Historical Statistics (1975), series D 740; earnings 1959-91: National income

and Product Accounts, table 6.6B-6.6C. Price deflator 1900-60: Historical Statistics (1975),
series E 135, consumer price index (BLS); 1961-88. Economic Report of the President, implicit
GNP deflator for all consumption. 1987 = 1.00 for the deflator. Manufacturing-sector workers
includes production and non-production workers.
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Figure 2: Log Non-Farm Hourly Labor Productivity Index (1987 = 1.0), 1900-1988

Sources and Notes:
1900-47: Historical Statistics (1975), series D 683; 1947-1988: U.S. Department of Labor,

Bureau of Labor Statistics (1989). The series are connected at 1947 using a 5-year average to
splice.
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Figure 3: Real Annual Earnings in Manufacturing and for Lower-Skilled Workers,
1900-1924

Sources and Notes:

Earnings for manufacturing workers: Historical Statistics (1975), series D 740; earnings of
lower-skilled workers: Historical Statistics (1975), series E 778 and Coombs (1926). The
Coombs data are full-time weekly earnings. Full-time annual earnings are weekly eamings x
52. Because the lower-skilled earnings data are defined as *full-time" both weekly and

annually, they are higher than those for all manufacturing workers in two years. Forthe price
defiator, see sources to Figure 1.
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Figure 4: Fringe Benefits as a Proportion of Total Compensation, 1929-1988

Sources and Notes:

Fringe benefits are defined as total supplements 0 wages and salaries, including both
employer contributions to social insurance programs and employer contributions to private
programs. 1929-58: U.S. Departrment of Commerce, Bureau of Economic Analysis (1993),
table 1.14; 1959-88: U.S. Department of Commerce, Bureau of Economic Analysis (1992), table

1.14.
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Figure 5: Hours of Work, 1830-1986

Sources and Notes:

Whaples (1990} for all four series: Weeks Report (1830-1880), Commissioner of Labor (1890-
1903), Jones (1900-1957), and Owen (1900-1986). Weeks Report series is from U.S.
Department of the Interior, Census Office (1883) is for scheduled hours among manufacturing
workers. See Whaples for possible biases in the data. Commissioner of Labor series was
computed by Leo Wolman from U.S. Commissioner of Labor (1905) and includes urban
manufacturing and construction workers. Jones series is from Jones (1963) and is for
manufacturing workers. Jones COrTects for paid vacations, holidays, and sick leave. Owen
series is from Owen (1976, 1988) and is for male non-students. The post-1940 Owen data are
for all (private, non-agricultural) workers, not just those in manufacturing.
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Sources and Notes:
65+, Moen and 55-64, Moen: Moen (1987a); 65+, Census: Historical Statistics (1975) series D
34: 55-64, Durand: Durand (1948). See also Costa {1993) for a discussion of these and other

series.
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Figure 7: Labor Force Participation Rates of Men and Women, 25 to 44 Years: 1900-1990

Source: Table 1.
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Figure 9: Union Membership as a Fraction of Nonagricultural Employment, 1900-1992

Sources and Notes:

Union membership: 1800-1914 Friedman (1 993); 1915-1929 Historical Statistics (1975) series D
940; 1930-1970 Historical Statistics (1975) series D 948; 1971-1980 Bureau of Labor Statistics,
unpublished data, table 1; 1981-1992 Employment and Earnings (January).

Private-sector membership: 1960-1982 Troy and Sheflin (1985), table 3.62, 1983-1991

Employment and Earnings {January).

The BLS data for 1971-1980 are a direct continuation of series D 940 and exclude members of
public and professional employee associations. The data from Employment and Earnings differ
from the D 940 series because they are CPS data from households on members ot labor
organizations, as opposed to data from labor organizations, and they include all members of
tabor organizations. The total union data in Troy and Sheflin (1985) differ slightly from those in
the above sources.

Nonagricultural employment: 1900-1970 Historical Statistics (1975) series D 127; 1971-1992

Employment and Earnings (January). Private-sector nonagricultural employment excludes

those employed by federal, state, and local government,

The union membership data in Friedman {1993) exclude Canadian members of U.S. unions
and make improvements on earlier series reported in Historical Statistics (1975) for the period.
The data for 1915-1929 (series D 940) include Canadian members; those for 1930-1991 (series
D 948) exclude them. The bias in the 1915-1929 series is probably smal! -- on the order of 6
percent, which is what Canadian membership was as a fraction of the total in 1930.
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Figure 10: The Aggregate Unemployment Rate, 1890 to 1990

Sources and Notes:
BLS: 1930-1970 Historical Statistics, series D 85-86; 1970-1990 Employment and Earnings.

Lebergott: 1890-1929 Lebergott (1964), tables A-3 and A-15, or Historical Statistics, D 85-86.
Romer: Romer (1986b).
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Figure 11: Wage Dispersion across the Past Half Century: The Ratio of the Weekly Wage
at the Ninetieth and Tenth Percentiles, 1940 to 1985

Source and Notes: Goldin and Margo (1992), table 1. The sample includes men (> 21 years
old) who worked > 34 hours in the survey week and > 39 weeks during the year, were wage or
salary earners, and eamed more than one-half the prevailing minimum wage on a full-time
basis.
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Figure 12: Wage Differentials for White Collar and Blue Collar Workers, 1922-1952

Source and Notes: Goldin and Margo (1992), table VII. The weekly series for clerks is for male
office workers in New York State factories, and the corresponding series for the unskilled is for
production workers in 25 industries (Beney 1936). The hourly and monthly series are for
workers on class-| steam railroads.
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Figure 13: Gender Differences in Earnings, 1820 to 1992

Sources and Notes:

Manufacturing: 1820-1930 Goldin (1990), table 3.1. New England data used for 1820 to 1850,
weekly full-time used for 1930.

All Sectors: 1900 and 1930 Goldin (1990), table 3.2: 1955-1969 Goldin (1990), table 3.1,
median year-round earnings; 1971-1987 Goldin (1990) table 3.1, median weekly wage and
salary income; 1988-1992 Employment and Earnings.
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Figure 14: Secondary School Enroliment and Graduation Rates, 1890 to 1975

Notes: Enroliment figures are divided by the number of 14 to 17 year olds; graduation figures
are divided by the number of 17 year olds. Total includes both males and females in public
and private schoois.

Sources: U.S. Department of Education, 120 Years of American Education: A Statistical
Portrait. Washington, D.C.: US GPO (1893).

———



Table 1: Labor Force Participation Rates by Age and Sex, and the Fraction of Women and the Foreign Born in the Labor Force: 1890 to 1990

Males Females Females Foreign
Year AllP Born/ All®

16-197 20-24 25-44 4564 $65 16-19* 20-24 2544 4564 $65 All Ages All Ages

Current Population Survey (annual averages)

1990 55.7 843 943 804 164 51.8 71.6 74.9 59.2 8.7 0.45
1980 620 870 955 822 191 53.3 69.2 65.5 50.9 8.1 0.42
1970 584 866 968 893 26.8 44.0 57.8 47.9 49.3 9.7 0.37
1960 594 902 977 920 331 394 46.2 39.9 44.3 10.8 0.33

Decennial Census

1970 47.2 809 943 872 248 34.9 56.1 47.5 47.8 10.0 0.37
1960 500 862 953 89.0 305 326 448 39.1 41.6 10.3 0.32
1950 517 819 933 882 414 31.1 429 33.3 28.8 7.8 0.28
1940 34.7 881 949 887 418 24.8 45.6 30.5 20.2 6.1 0.25 0.11
1930 40.1 888 958 910 540 22.8 41.8 24.6 18.0 7.3 0.22
1920 515 899 956 90.7 556 284 37.5 21.7 16.5 7.3 0.20
1910° n.a n.a na na n.a n.a na na na na na
1900 62.0 906 947 903 631 26.8 317 175 13.6 8.3 0.18 0.26

1890 500 909 9.0 920 683 24.5 30.2 151 121 7.6 0.17




Table 1, continued

aThelabor forceparticipationof 16-19 year oldsis overcounted inthe Current Population Survey compared withU.S. decennid census, particularly
during the period before 1940. Many employed teenagers were dso at school. See text.

b Femaes/All isthe fraction of the entire labor force composed of women (of al ages).

¢ Foreign borr/All is the fraction of the non-agricultural labor force composed of foreign-born whites.

4 The data for 1910 overcount certain types of workers, in comparison with other censuses, by including unpaid farm and family help.

Sources:

1890-1970: Historical Satistics (1975), series D 29-41; 1980: Employment and Earnings, vol. 28, no. 1, table 4; 1990: Employment and
Earnings, vol. 38, no. 1, table 3 for 1990. FB/AIl 1900: U.S. Department of Commerce and Labor, Bureau of the Census (1904), table 2; 1940:
U.S. Department of Commerce, Bureau of the Census (1943).



Table 2: Industria Digtribution of Employees on Nonagricultura Payrolls, 1900 to 1990 (in percentages)

Goods Producing Service Producing
Year Miningand  Manufac-  Total Trangportation Trade FIRE* Services Governmen Total
Construction turing and Public t
Utilities
1990 5.3 174 22.7 53 235 6.1 25.7 16.7 77.3
1980 6.0 224 284 5.7 22.5 5.7 19.8 17.9 71.6
1970 5.6 274 33.0 6.4 211 5.2 16.5 17.8 67.0
1960 6.6 31.0 37.6 7.4 210 49 13.7 154 62.4
1950 7.2 33.7 40.9 8.9 20.8 4.2 11.9 13.3 59.1
1940 6.9 33.9 40.8 94 20.8 4.6 114 13.0 59.2
1930 8.1 32.5 40.6 125 19.7 5.0 115 10.7 59.4
1920 74 39.0 46.4 15.7 14.6 3.3 11.3 8.6 53.5
1910 111 36.1 47.2 155 16.5 2.2 111 7.5 52.8
1900 11.8 36.0 47.8 15.0 16.5 20 11.5 7.2 52.2

aHRE = finance, insurance, and red estate.

Notes: Because these data are derived from payrall information, they exclude the sdf employed and may double-count those with multiple
employers.

Sources: 1900-1970 Historical Statistics (1975), seriesD 127-141; 1980-1990 Employment and Earnings, vol. 39, no. 1, table 65 for 1990,
vol. 29, no. 1, table 1, for 1980.



Table 3: Occupational Distribution of the Labor Force: 1900 to 1990 (in percentages)

White-collar workers
Professional, technical
Managers, officials, proprietors
Clerica
Sdles

Manual and service workers
Manual

Craft, supervisors

Operatives

Laborers (except farm, mine)
Service

Private household

Other service

Farm workers
Farmers, farm managers

Farm laborers, supervisors

19907 1980 1970° 1960° 1950¢ 1940 1930 1920 1910 1900
57.1 53.9 47.9 42.3 36.7 311 294 24.9 214 17.6
16.7 16.5 14.7 11.4 8.6 7.5 6.8 54 4.7 4.3
12.6 12.0 8.2 8.5 8.8 7.3 7.4 6.6 6.6 5.8
15.8 18.6 17.9 14.9 12.3 9.6 8.9 8.0 53 3.0
12.0 6.8 7.2 7.5 7.0 6.7 6.3 4.9 4.7 4.5
40.0 43.2 49.0 514 514 515 49.4 48.1 47.7 44.9
26.6 31.1 36.3 39.7 41.0 39.8 39.6 40.2 38.2 35.8
11.6 13.3 13.8 14.3 14.2 12.0 12.8 13.0 11.6 10.5
10.9 13.5 17.8 19.9 20.3 18.4 15.8 15.6 14.6 12.8
4.1 4.3 4.7 55 6.6 9.4 11.0 11.6 12.0 12.5
13.4 12.1 12.7 11.8 10.4 11.7 9.8 7.8 9.6 9.0
0.7 0.8 15 2.8 2.6 4.7 4.1 3.3 5.0 5.4
12.7 11.3 11.2 9.0 7.8 7.1 5.7 4.5 4.6 3.6
2.9 2.9 3.1 6.3 11.9 17.4 21.2 27.0 30.9 375
n.a 1.7 1.8 3.9 7.5 10.4 12.4 15.3 16.5 19.9
na 1.2 1.3 2.4 4.4 7.0 8.8 11.7 14.4 17.7




Table 3, continued

2Occupational dassfications change between 1980 and 1990. Some occupationsin the clerica group are assigned to the sales category, and there
are reclassfications betweenthe professional and manageria groups. Thelaborer category in 1990 includes handlers, equipment cleaners, helpers,
and laborers. Operativesare machine operators, assemblers, and ingpectors. Craft and supervisorsinclude precision production, craft, and repair
workers. Clerica workers are adminigtrative support workers, including clerical.

b Greater than or equal to 14 years old, for consistency with previous years; difference with greater than or equa to 16 yearsold is dight.

¢ Uses 1960 occupationd classifications.

n.a = not available

Notes: The datasourcefor 1970, 1960, and 1950 has a separate category for the “ currently unemployed.” In 1970 the currently unemployed were
6.5 percent of the labor force; they were 5.1 percent in 1960 and 2.3 percent in 1950. The table figuresfor those yearsgive, instead, the fraction
of the currently employed labor force. Figures may not sum properly due to rounding.

Sources: 1900-1970 Historical Satistics (1975), series D 182-232; 1980-1990 Employment and Earnings.



Table 4: Occupationd Distribution of the Non-Farm Labor Force, by Sex: 1900 to 1990 (in percentages)

1990* 1980 1970° 1960°  1950° 1940 1930 1920 1910 1900
Male Non-Farm Labor Force Participants
White-collar workers 481 442 417 387 36.0 34.0 335 307 309 301
Professond, technica 15.7 16.2 14.8 114 8.5 7.4 6.4 5.5 5.3 5.8
Managers, officids, proprietors 145 150 116 11.8 124 10.9 11.6 11.2 11.6 11.7
Clericad 6.2 6.7 7.9 7.8 1.7 1.4 7.3 7.6 6.7 4.8
Sdes 11.7 6.3 1.4 1.7 1.4 8.2 8.1 6.5 7.1 7.8
Manua and service workers 519 55.9 58.3 61.3 64.0 66.0 66.5 69.3 69.1 69.9
Manual 41.8 46.7 49.8 54.3 56.7 58.3 60.1 63.9 63.2 64.5
Craft, supervisors 20.3 219 22.1 22.5 22.4 19.8 215 23.0 216 21.6
Operatives 15.0 175 20.5 23.2 24.1 23.0 204 20.7 19.2 17.8
Laborers (except mine) 6.5 7.3 7.2 8.5 10.2 155 18.2 20.2 224 25.2
Service 10.2 9.2 8.6 7.1 7.3 1.7 6.4 54 5.9 54
Private household 0.0 0.1 0.1 0.2 0.2 0.4 0.3 0.2 0.3 04
Other sarvice 10.2 9.1 8.5 6.9 7.1 7.3 6.1 5.1 5.6 5.0




Table 4, continued

White-collar workers
Professiond, technica
Managers, officids, proprietors
Clerica
Sdes

Manua and service workers
Manua

Craft, supervisors

Operatives

L aborers (except mine)
Service

Private household

Other sarvice

1990° 1980 1970° 1960° 1950° 1940 1930 1920 1910 1900
Female Non-Farm Labor Force Participants
71.4 66.4 61.8 574 54.7 46.8 48.3 44.9 31.0 22.0
18.8 17.0 15.6 135 12.8 13.3 151 135 11.6 10.1
11.2 7.0 3.7 3.9 4.5 34 3.0 2.6 24 17
28.1 35.5 35.1 315 28.5 224 22.8 21.6 11.0 49
13.2 6.9 74 8.5 8.9 1.7 7.5 7.2 6.0 5.3
28.6 33.6 38.2 42.6 45.3 53.2 51.7 55.1 69.0 78.0
10.7 13.9 17.9 194 23.1 22.5 21.7 27.5 30.5 34.3
2.2 18 19 13 16 11 11 14 17 18
6.9 10.8 15.0 175 20.6 20.3 19.0 234 27.1 29.3
16 12 10 0.6 0.9 11 16 2.7 17 3.2
17.9 19.7 20.4 23.2 22.2 30.7 30.0 27.6 38.5 43.7
14 2.5 3.9 8.5 91 18.9 194 18.2 285 354
16.5 17.2 16.5 14.6 13.0 11.8 10.6 94 10.0 8.3




Table 4, continued

& Occupationa dassfications change with 1990. Some occupations in the clericad group are assigned to the sdes category, and there are
reclassfications between the professional and managerid groups. The laborer category in 1990 includes handlers, equipment cleaners, helpers,
and laborers. Operatives are machine operators, assemblers, and inspectors. Craft and supervisorsinclude precision production, craft, and repair
workers. Clerical workers are adminigtrative support workers, including clerical.

b Greater than or equa to 14 years old, for consistency with previous years. Difference with greater than or equal to 16 years old is dlight.

¢ Uses 1960 occupationd classifications.

Notes: Columns may not sum to 100 percent due to rounding error.

Sources: 1900-1970 Historical Statistics (1975), seriesD 182-232; 1980-1990 Employment and Earnings, val. 38, no. 1, table 21 for 1990,
vol. 28, no. 1, table 22 for 1980.



Table 5: Sdf-Employed as a Percentage of Non-Farm (White) Maes by Age: 1910, 1940, and 1990

Age 1910 1940 1990
25-34 13.9 9.6 8.7

35-44 22.5 15.6 12.7
45-54 27.3 18.3 14.4
55-64 30.6 20.3 19.2
25-64 21.5 14.9 12.5

Notes: The 1910 census asked whether an individud was an employee, employer, or “works on own
account.” For 1910, salf-employment isdefined hereasemployer or “works on own account.” Somewho
gave the latter answer may not have been self-employed but were out of the [abor force. It isdoubtful that
dl but a few in the age groups given were out of the labor force. | excluded al men with farm-related
occupations. The 1940 census asked class of worker, among which “employer” and “works on own
account” were possible responses. A far greater fraction of the self-employed in 1940 than in 1910 listed
themsdves as “works on own account.” The percentages listed above exclude those “out of the labor
force” To the extent that some individuasin 1910 were not in the labor force, the differencein the two
years in the level of sdf employment is understated. The 1940 percentages exclude the agricultural
population. In the 1990 Current Population Survey self-employment is defined as “sdf employed, not
incorporated.” Only currently employed white males areincluded in al censuses.

Sources: 1910 Public Use Microdata Sample, 1940 Public Use Microdata Sample, 1990 Current
Population Survey.



Table 6: Mean Number of Workers per Manufacturing Establishment and Fraction Production Workers:
1899 to 1982

Production All Wor ker /Establishments Production
Wor ker s/Establishments Workers/All Workers

1982 35.6 51.1 .696
1977 39.0 52.8 .739
1972 43.3 57.7 .750
1967 45.7 60.5 7155
1954 43.1 55.2 791
1931 35.9 n.a n.a

1921 33.7 40.2 .838
1909 23.6 27.5 .859
1899 22.0 23.7 .928

n.a = not available

Sources and Notes: 1899-1967 Historical Statistics (1975), series P 1, 4, 5. Edablishments are
factories, excdluding hand and neighborhood industries such as blacksmith shops. 1972-1982 U.S.
Department of Commerce, Bureau of the Census (1988), table 1a. Thereis perfect agreement between
Historical Satistics and the later source for the years of overlap.



Table 7: Labor Force Participation Rates of 10 to 15 Year Olds and Fraction Working in Agriculture:
1880, 1900, and 1930

1880 1900 1930

Labor force participation rates of youths, 10 to 15 yearsold

Males 244 26.1 6.4
Females 9.0 6.4 29
Percentage of 10 to 15 year old working youths in agricultural
employment
Males 70.9 67.6 74.5
Females 46.4 74.5 61.3

Sources:
1880, 1900 U.S. Department of Commerce and Labor, Bureau of the Census (1904, p. cxlviii, cxlix)
1930 U.S. Department of Commerce, Bureau of the Census (1933), tables 1, 3.

Notes:

Percentage of working youths in agriculture is the percentage of al child Iabor, for the sex and age group
given, laboring in the agricultura sector.



Table 8: Digtribution of Unemployment for Manufacturing Workers: by State, 1880s-1890s, and for the United States, 1910

€y @) ©) (4) ®) (6) ()
California, Kansas, Maine, Michigan, United Sates, 1910
1892 1884/87 1890 1889
Manufacturing Employed® Mfg. Mfg., Transportation,
Workers Workers Mining

No unemployment 67.9 37.2 48.4 38.9
1 day < 1 week 25 2.1 0.1 1.8 68.1 4 684
1< 2 weeks 2.8 2.2 11 0.5 0.5 0.5 0.4
2 weeks < 1 month 4.2 5.0 5.4 16.8 2.3 2.3 21
1 <2 months 6.8 13.1 114 21.6 4.6 4.6 4.3
2 < 3 months 5.6 11.6 12.9 11.2 5.1 5.0 4.9
3 < 4 months 3.3 10.9 13.8 4.5 3.9 3.8 3.6
4 < 5 months 2.2 5.4 3.9 2.1 1.6 14 1.7
5 < 6 months 3.2 5.6 2.6 0.6 1.4 1.2 14
$ 6 months 1.8 7.0 0.5 2.0 12.7 7.2 13.2
Days unemployed® 62.3 80.8 69.9 40.3 - - -
Weeks unemployed - - - - 12.5 12.4 13.2
% with unemployment® 32.2% 62.8% 51.6% 62.2% 31.9% 25.9% 31.7%
Workyear, days® 306.5 306.3 302.6 303.6 n.a n.a n.a
Unemployment rate? 6.5 16.6 11.9 8.2 7.7 6.2 8.0
Number of observations 2398 1057 746 4412 14389 12834 21054




Table 8, continued

2 Including only manufacturing workers who were employed on April 15, 1910.

® Days unemployed conditional on experiencing any unemployment.

¢ Percentage who experienced any unemployment during the year.

4 Tota days in the work year is computed as (annual earning/daily wage) + days lost due to having no work, sickness, and other causes. Individuals
whose total days exceeded 365 were deleted from the sample.

¢ The unemployment rate is given by the mean number of days (or weeks) unemployed divided by the total number of daysin the workyear. For 1910
the number of weeks worked each year is taken to be 52. The number of days worked per week does not affect the estimate of the unemployment
rate.

Notes: In all cases the sample consists of males, less than 65 years old, whose occupations and industries suggested they were employed by firms (that
is, they were not self-employed). The variable used for Caifornia, Kansas, and Maine is the number of days the worker lost time due to “no work,”
as opposed to sickness or other causes. In Michigan, where days lost was not broken down by cause, the distribution is given only if the cause for the
spells was an involuntary one. In the case of two or more causes, indicating several spells with different causes, the time was allocated to the voluntary
reason (e.g., illness, vacation). Thus the percentage experiencing no unemployment spells is a lower bound to the true value. The data for Michigan
refer to workers in firms that manufactured furniture.

Sources: 1910 Public Use Microdata Sample; Carter, et d. (1990) for state BLS data.  The entries for the distribution of unemployment may not sum
to 100 percent due to rounding error.



Table 9: Black Male Wages as a Percentage of White Male Wages by Labor Market Cohort

Median Year of Initial Census Year

Labor Market Work 1940 1950 1960 1970 1980
1978 84.2
1973 75.1 76.6
1968 60.2 70.1 73.5
1963 61.8 59.1 66.2 71.2
1958 46.7 60.0 59.4 62.8 67.8
1953 47.5 58.3 58.4 62.7 66.9
1948 44.4 56.6 57.6 60.6 66.5
1943 44.4 54.1 56.2 60.0 68.5
1938 42.3 53.2 53.8 60.3

1933 41.7 50.3 55.9

1928 40.2 46.9

1923 39.8

1918

1913

1908

1903

All 43.4 55.2 57.5 64.4 72.6

Notes: “Median year of initia labor market work” is derived from information on education and age and is
approximate. “All” means across al of the labor market cohorts.

Source: Smith and Welch (1989), table 8.
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BiBLIOGRAPHIC NOTES

The subject of labor inU.S. hitory isbroad and varied and there is no single source that provides
adetaled overview of the long-term changes that span the twentieth century. There are, however, many
fine volumes and articles concerned with speciaized topicsinlabor history, suchas unions, hoursof work,
retirement, the femae work force, inequality, education and training, and unemployment. There are dso
countlessbooks on the labor forces of firms and the memberships of unions, but they have not beenused
extensvely here. Because history isabout change, muchof the history of the |abor forceis concerned with
groups that have had dtered |abor force participationrates or changed relative wages over time. Thusthe
labor force participation of women, the old, and the young, and disparitiesinearnings by race, gender, and
ethnicity have received the mogt attention.

The basic data on the labor force, wages, and hours can be found in U.S. Department of
Commerce, Bureau of the Census, Historical Statistics of the United States: Colonial Timesto 1970
(Washington, D.C., 1975), whichis currently under revision(scheduled to appear asHistorical Statistics
of the United States 2000). Inthe absence of the updated version, researchers can consult volumessuch
as U.S. Department of Labor, Bureau of Labor Statistics, The Handbook of Labor Statistics, Bulletin
2340 (Washington, D.C., 1989), U.S. Department of L abor, Bureau of L abor Statistics, Employment and
Earnings (Washington, D.C., various years), and the various Current Population Reports that summarize
the Current Population Survey data on income and employment. For educationd and schooling statistics,
U.S. Department of Education, 120 Yearsof American Education: A Satistical Portrait (Washington,

D.C., 1993) provides a useful updating of the datain Historical Satistics.
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It should be kept in mind that most of the post-1940 data on aspects of |abor come from
conventiona U.S. government sources (such as those issued by the Bureau of Labor Statistics and the
Bureau of the Census), but that the pre-1940 data were constructed by various researchers. The reason
concerns the fundamenta dhift inthe late 1930s to standard concepts of the labor force and unemployment
and the expansion of the statistical agencies of the U.S. government. Many of the pre-1940 seriesin
Historical Satistics are summaries of important data sources that can provide more detall, dthough one
must exercise caution in using the origina sources since more recent research has often located errors and
substituted better data. Among the moreimportant of the origina sourcesonwagesand hoursareM. Ada
Beney, Wages, Hours, and Employment in the United Sates, 1914-1936 (New Y ork, 1936), Paul H.
Douglas, Real Wages in the United States: 1890-1926 (Boston, 1930), and Whitney Coombs, The
Wagesof Unskilled Labor in Manufacturing Industriesin the United Sates, 1890-1924 (New Y ork,
1926).

A dassc on the generd subject, which also covers the entire history of abor in the nineteenth
century and provides many of the data series upon which higtorians and economigts ill rey, is Stanley
Lebergott, Manpower in Economic Growth: The American Record since 1800 (New Y ork, 1964).
Richard Edwards, Contested Terrain: The Transformation of the Workplace in the Twentieth
Century (New Y ork, 1979) isaworthy interpretive essay. John Durand, The Labor Forceinthe United
Sates, 1890-1960 (New Y ork, 1948) and Clarence Long, The Labor Force Under Changing Income
and Employment (Princeton, 1958) have been standard subjects on labor supply at about mid-century.
Durand’s volume dedls with the many data issues that arose when the labor force and unemployment

congtructs were ingtituted. Both Durand and Long focus extengvely on the femae [abor force, for even
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at mid-century it wasalocus of change. Richard Freeman, “ The Evolution of the American Labor Market,
1948-80,” in Martin Feldstein, ed., The American Economy in Transition (Princeton, 1980), 349-96,
provides a more recent treatment.

The twertieth century decline in weekly hours of work is described and andyzed in Robert
Whaples, The Shortening of the American Work Week: An Economic and Historical Analysisof its
Context, Causes, and Consequences, Ph.D. dissartation, Department of Economics, University of
Pennsylvania (1990). The subjects of old age retirement, hedth, and leisure are comprehensively trested
in Dora Costa, The Evolution of Retirement: An American Economic History, 1880-1990 (Chicago,
1998). Roger Ransom and Richard Sutch, “The Labor of Older Americans: Retirement of Men On and
Off the Job, 1870-1937,” Journal of Economic History 46 (1986), 1-30, presentsasomewhat different
view of retirement and emphasizesthat workers altered their occupations asthey aged and moved into less
strenuous pursuits.

The twentieth century haswitnessed risng retirement, greater education of theyoung, far lessyouth
employment, and considerably lower hours of work for al. Women'sincreased participation in the labor
force provides the only mgjor increaseinlabor supply. Moreimportantly, theincreasein the female labor
force fundamentaly dtered socid relations. The subjects of femae participation and the gender gap in
earnings, aswdl as an andyss of why change occurred, are presented in Claudia Goldin, Under standing
the Gender Gap: An Economic History of American Women (New Y ork, 1990). JamesP. Smith, and
Michad P. Ward, Women’s Wages and Work in the Twentieth Century (SantaMonica, CA, 1984)
dedl's withmany of the same subjects but iswrittenmorefor economists. The impact that increased femde

labor force participation had onthe economy isanayzed in Claudia Goldin, “The Femae Labor Forceand
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American Economic Growth: 1890 to 1980,” in Stanley Engermanand Robert Galman, eds., Long-Term
Factorsin American Economic Growth, Conference on Income and Wedlth, vol. 51 (Chicago, 1986).

Union grengthfirgt rose and thenfdl intwentieth century America. For abroad overview see the
updated classic, Foster Rhea Dulles and Melvyn Dubofsky, Labor in America: A History, Fifth edition
(ArlingtonHeights, IL, 1993). Lloyd UIman, The Riseof the National TradeUnions. (Cambridge, MA,
1966) dill provides the best statement of why nationa trade unions are inevitable when goods markets
become nationd. Theimpact unions have had on worker wagesisandyzed in H. Gregg Lewis, Unionism
and Relative Wages in the United States (Chicago, 1963) and then thoroughly reanayzed in his later
work Union Relative Wage Effects: A Survey (Chicago, 1986).

The functioning of the labor market in generd is an unwieldy subject, but has been addressed in
severa volumes manly concerned with the evolution of internd labor markets and conscious personnel
policy. A classconthefirg subject isPeter B. Doeringer, and Michad J. Piore, Internal Labor Markets
and Manpower Analysis (Lexington, MA, 1971). Thelatter subject isgiven asuperb historica trestment
inDanid Nelson, Managers and Workers: Origins of the New Factory Systemin the United Sates,
1880-1920 (Madison, WI, 1975). On the response of managersand personnel policy to potentia union
organizing, see Sanford M. Jacoby, Employing Bureaucracy: Managers, Unions, and the
Transformation of Work in American Industry, 1900-1945 (New Y ork, 1985). Whether or not the
labor market was oncea* spot” market but isnow replete withimpliat (and explicit) contractsisthe subject
of awide literature. Part of the subject concerns the possibility that certain industries pay higher than
market wagesto their workers. One of the earliest articles on the topic of interindustry wage differentias

is Dondd Cullen, “The Interindustry Wage Structure: 1899-1950,” American Economic Review 46
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(1956), 353-69, which receives an updated treatment in Alan B. Krueger, and Lawrence H. Summers,
“Reflections on the Inter-Industry Wage Structure,” in Kevin Lang and Jonathan Leonard, eds,
Unemployment and the Sructureof Labor Markets(Oxford, Eng., 1987), 17-47. Upton Sinclair, The
Jungle (New York, 1906) contains many indghts about labor markets in genera at the dawn of the
twentieth century, but the wheet of thisjourndigtic novel must be separated from its abundant chaff.

The evolutionof the concept of unemployment inthe late nineteenthcenturyisingghtfully presented
in Alexander Keyssar, Out of Work: The First Century of Unemployment in Massachusetts (New
Y ork, 1986), which aso discusses unemployment ratesinthe early twentieth century. The unemployment
series assembled by Stanley Lebergott for the 1890 to 1929 period, and enshrinedinHistorical Satistics,
isadutdy questioned by ChrisinaRomer, “ Spurious Vol atility inHistorica Unemployment Data,” Journal
of Political Economy 94 (1986), 1-37, who provides an dternative series. David R. Weir, “A Century
of U.S. Unemploymert, 1890-1990: Revised Estimates and Evidence for Stabilization,” Research in
Economic History 14 (1992), 301-346, defends the origina method and offers yet another series.

The garting point for the notion that income inequdity in the United States declined precipitoudy
sometime during the firgt haf of the twentieth century is SmonKuznets, Shares of Upper Income Groups
inlncomeand Savings (New Y ork, 1953). Thesubject isexplored further in ClaudiaGoldin, and Robert
A. Margo, “The Great Compression: TheWage Structureinthe United States at Mid-Century,” Quarterly
Journal of Economics 107 (1992), 1-34, which locates the compression of the wage structure in the
1940s. The generd subject of inequdity in U.S. hitory is given a broad trestment in Jeffrey Williamson,
and Peter Lindert, American Inequality: A Macroeconomic History ( New Y ork, 1980), whichargues

that inequdity in income, wedth, and wages firg rose before it declined in the twentieth century. The
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subject of inequdity is afforded more attention during periods of widening incomes and thus the literature
hasburgeoned of late. Among the many papers written on the topic in the past twenty yearsis Lawrence
F. Katz, and Kevin M. Murphy, “Changes in Relative Wages, 1963-87: Supply and Demand Factors,”
Quarterly Journal of Economics 107 (1992), 35-78, which clearly setsforth the late twentieth century
changes and some of its causes.

A related subject concerns the decline in black and white income differences during the past half
century. James P. Smith, and Finis R. Welch, “Black Economic Progress after Myrdal,” Journal of
Economic Literature 27 (1989), 519-64, providesthe basc data and defendsthe notionthat educational
progress was responsible for alarge portion of the decrease in racid inequality of incomes from 1940 to
1980. Robert A. Margo, Race and Schooling in the South, 1880-1950: An Economic History
(Chicago, 1990) details the segregated educationa system of the South thet origindly gaveriseto large
differences in schoaling. John H. Donohue 111, and James P. Heckman, “Continuous Versus Episodic
Change: The Impact of Civil Rights Policy on the Economic Status of Blacks,” Journal of Economic
Literature 29 (1991), 1603-43, questions whether changesin educationa quantity and quaity could have
played amgor role in the narrowing of the differences between black and white incomes. John Bound,
and Richard Freeman, “What Went Wrong? The Eroson of Reative Earnings and Employment among
Young Black Men in the 1980s,” Quarterly Journal of Economics 107 (1992), 201-32, detalls the
widening of the gap between black and white incomesin the most recent decade.

Increased educationd attainment inthe twentieth century affected the |abor force in severd ways.
It decreased the labor force participation rate of youth, it allowed women to enter the white-collar labor

force and thus work whenmarried, and it, most importantly, gave the labor force greater skills. For much
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of the twentieth century, the most important educational change was the expans onof secondary schooling.
The rise of the American high school and of secondary education is discussed in Claudia Goldin,
“Americd s Graduation from High School: The Evolution and Spread of Secondary Schooling in the
Twentieth Century,” Journal of Economic History 58 (1998). The literature on other aspects of
government and the labor market, such as socia security, unemployment insurance, workers

compensation, and the minimum wage, is | eft for the chapter on government.



