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ABSTRACT

This is a studv of short and longer-run wage gains observed
in moving from one job (firm) to the next. Short-run wage gains
are defined as waae changes over the survey year bracketing the move
minus the opportunity cost of moving. The latter is measured by wage
arowth of a subgroup of stayvers whose mobility behavior and other
charactéristics are the same as of the current period movers.
Longer-run wage gains are defined as the difference in wages between
two successive jobs at the same tenure levels, net of experience,
again net of oprortunity costs.

Wage gains of movers are generally positive, except for layoffs
of older workers. A Targe part of the gain is due to the lesser
wage growth on the job of movers compared to {all) stayers. This
is consistent with below average amounts of on the Jjob training
observed for movers compared to all workers.

Wage gains of quits exceed those of layoffs, despite similar
wage levels and wage growth on the preceding job. Wage gains of
older movers are smalier compared to gains of younger movers, both
in quits and in layoffs. Differences in search conditions and in
the nature of separations help to explain these findings.
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WAGE CHANGHES IN JOB CHANGES

Jacob Mincer

I. INTRODUCTION AND SUMMARY

In this study we estimate short and longer-run wage changes observed in

the period of moving from one job to the next. Short-run wage changes are

defined as the difference between the starting wage on the new job and the
wage observed a year before on the old job. Longer-run changes are defined as
the difference in wages between the two jobs at the same tenure levels, net of
experience. In effect, this change in wages is measured by the shift of the
tenure-wage profile in the successive jobs. Wage gains of movers

are usually estimated by the difference between wage growth of movers and
wage growth of all stayers during the observation period. Heterogeneity in
wage profiles of workers creates a selectivity bias in using all stayers as
the control group. We try to reduce the bias by using a more appropriate
control group, namely of those stayers whose mobility behavior, in addition to
other observable characteristics, is similar to that of current period
movers. Their wage growth on the job proxies for the wage growth foregone by
movers.,

Wage changes of movers were estimated in the period 1970-1981, as well as
in the more recent subperiod 1976-1981, for white male workers, non-students,
up to age 60. We distinguished subgroups of young (first decade of work
experience) and of all other, more experienced workers. We also distinguished
movers by type of separation, quit and layoff. Other characteristics, such as
education, marital status and union membership were used as independent
variables in tue statistical regression equations.

Findings in both the shorter and longer run reveal similar facts: Wage
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gains of movers are generally positive,’ except for layoffs among the older



workers. Wage gains in quits exceed wage gains in layotfs. Wage gains of
older movers are smaller (or even negative) than wages of young movers. This
is partly due to the greater frequency of layoffs (compared to quits) among
older workers.

These systematic patterns are clearly observed, when the mobility wage
gains are related to the group of next-period movers rather than to the less
appropriate control group of all stayers. Indeed, a large part of the gain is
due to the lesser wage growth on the job of movers compared to stayers. This
is consistent with findings in our previous studies, according to which less
frequent movers receive more job training and grow more rapidly on the job.2
This is one reason for the flatter life-time trajectories of frequent
movers. The other, according to our present findings is that, with the
exception of young workers (especially quits), movers, despite average gains
in moving, do not catch up with wage levels of stayers. This is true mainly
of the more experienced movers.

The adverse effect of layotffs compared to quits on mobility wage gains is
not traceable to differential behavior on the prior job, insofar as it is
reflected in wage levels and wage growth: Both are about the same prior to
separation, and lower than among (the average) stayer. However, search
behavior both on the job and off-the~job is apparently different.

Unemployment encountered by most layoffs reduces wage gains, especially if it
is prolonged. Fewer quits enter unemployment which also tends to be shorter
than in layoffs.

A search model which focuses on search efficiency, defined both as search
effort and as personal or environmental (state of the market) search
productivity is capable of explaining differential mobility wage gains by

layoffs relative to quits and by age, as well as by other characteristics such
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as education, marital status, national unemployment, and probably other
criteria which we have not studied. The model suggests that differences in
search efficiency create differences in duration of search (unemployment) and
in acceptance wages, as well as a negative relation between the two.
Differences in costs of search would, of course, create a positive
correlation. In our findings differences in search efficiency appear to
dominate.

Although the decline in wage gains of older movers is largely due to the
adverse effects of layoff unemployment (quit unemployment is not as, or not at
all, deleterious), wage gains decline with age in quits as well. The work of
Bartel and Borjas (1981) with NLS data indicates that quits which are
exogenous (for family, health, and other reasons) result in wage losses, and
so do, to a lesser extent, quits which represent trade-offs of wages for
preferred other working conditions. We find one important example of the
latter in our data: Reduced wage gains are traded off for preferred changes
in hours. The phenomenon is significant in the experienced labor force, not
so among the young. We may conclude that the reduction of wage gains in quits
of older workers is due primarily to the greater prevalence of the exogenous
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and trade—off categories among them.

IT. Measuring Wage Changes in Transitions

In estimating returns to inter-firm job changes we should distinguish
short—term wage changes obtained in the transition from longer-run changes
represented by a shift in the tenure profile of wages after the move relative
Lo tnat prorile 1in the previous job. Job change decisions of workers are
motivated DYy DLOULU KINUS OI galls (OY Llusses,. luelr relalive luporialite

depelilds o Lhe worker s alscount rate. Lore geuerdily, 1L 1s Lie preseit



value of Che net galu tuat wmatters. although present value ellecls ol
mOoblllly are not estlumdied 10 Lils sStudy, souwe lalelences dbout coumpalrdllve
uagilltudes (as vetween youllgell and older wOrkers) are dilscussed 1n osecltlon

(V. 1T sioula dlso pe HoLed Cudl Choe wdge pallls we observe are uel ol Costs
0f IuCegolie Wdges, DUL NOL OL dlrect anda OLuer COsLS. Willle SuCh costs way be
legllglble Lil job Clallge WLLILLO Luhe loCal lavorl wdareael walcu ls preponaeralt,
SOlE G9/% 111 oul dala, CLuey are surely Lmportant 1 geop¥dpnilc Loullity. wvatd
fiwltations preveilleu us Irow properiy dlstlligUlsiilly belweel Local ana
peogrdpnlc mouvillity 1n tile presenlL reporct.

(A) DUOYL ruUull wdage Gdlls

LOSC stuules ol lolgltuaindl adla coutalil estlimdales oaiy ol suort—rull
wage franslitlons, ' put Cne quallty ol avallaple Iinalugs 1s IOL Secule. wage
traunsitlous ovpservablie 111 pauel data cover an iuterval ol al ledst ohe yearb
petween reports of the ILirst wage on tne new job ana the last wage on the
Oid. >lice wages cualge (usSually grow) LOr stayers as well as Ior movers, 4
correct estlumace of the wage galin ILrow moving 1s Cihe dllference petween Lhe
acludl wage pdlll I WOVErs over Lue lutelvdl and Lie unobserved but eXxpected
wagt malll 0L wovers nad CLiey [HOL wOved over Lne sawe lnterval. Lo the usudd
procedure, Lile coelflicleut olL 4 jov Clldllge duinny \DL) 1l a wage growlil
eyuallon is used Lo esLlmate Tne wWdage Cransltloil. wial 1L really medsures 1s
tne difIerelnce belweell Lhe wdge gdlll OI moOVers adud wWdge gdlil 0L Sldyers botn
deflneq over Liiis pdarticuldar tinme 1itlervair (L),

perlne Lile wdge gdlin oL wovers over tue laterval L as Wm,t ana cle wage

waln Of stayers over Cnls luterval as Wy .. Tuus, tle coerlflcleunt on o>, 1Ls
b

Woop T Wy pe Wilal 1s Known as tue "selectivily problem' 1s Cilal wdge glowli
b b

0L stayers \ WS C) 1s not lilkKely Lo be Lile sane as tne expected wage growti oI
L

wovers, catll it WmS,L’ nad tiley stayeds. Pul wore strongly, thle coerricientc



ou o LELLS Us low muclh peller (Or WOIse) muvers Idre colpared LO sCayers, oul
Luls 45 dil Ilrrelevall dnd eveu Taully quesllioils 1L 1s priwa Lacle rauliy,
peCduse ally dinswel would suggesl Lhal oue Or Lie OLier group 18 actlig
irrationatlly: LI ws;u 1s tue opporfunily cost OI wovers LIl woVliilg (we are

1yn0rlig oltiier Cosls lere), Lhen Wit LIUST Dbe Cne opportunlty cost or stayers
b

11 stayluy. nence 1w oW
& w,t 5,07

Lie sldyers dare irratlioudl, aund conversely
iI Cue lmeyuallly slgh 1s reversed., Lt 1s irrelevant pecause economic
oplluizallon medls Ludl wovers dre doliy Cnelr best by wovliig 4dind stayers by
sCayllig. ODLITiIctly speakily Lnls 1s Lrue ex ante, as well as, ou average, ex
POST, S0 10Lg 45 LOSL people dre NoL wlsied Dy laCoupléte 1ULOrudlloll. we
Lusl replace Lie lncorrect opportunlly CoOsC OI movers Ws,t Dy aun estimate oOX

Che correct oae, Wms,L'
we sliould ve carerul Lo nuile, unowever, Cial Lie dicCiiotowy oL wovers aid
Sldyers willCil vedls oit Llie $S€LleCLlVILly problelw was dellued so0olely Lor tue
parilcular linltervdl L. O0WE WOrnels wio wovVed 1l € uuy OLUerwise move very
iulredquently, wille souwe ol Lhose wio dld uot way otuerwise wove qullLe
irequeuntiy. Ll d& iouger-Lelw perspeclive, Cuere 1s 10 dichorony vetweeil
wovers and stayers, LUere 1s o Speclfuw OI WULKers Tdilgihyg Lrom L1ose wino Love
Farely LO Luuse WO wOVe Vvery lreyuently. olice dverdge jobL Celuure 1i Qulr
Sduwple 1s apoul / yedrs, wovers opserved 1ia 4 one yedar 1lnterval must have an
above—dverage provabllily oL woVllg, Cllal 1s oL Lelily repeal movers over tuelr
WOILK1Ng LlivesS. ludeed, LhLelr job tenure 1s ol average CcLoser co 3 years. As
was Suowil 10 our previous sludy, WOrKers who tend LO 1noveésl more Heavily in
nunal capital rormation on tue jouv, are 1lkely LO uwove less Irequently ana Lo
ndve steepel wdge pgrowlun willle on Lue Juu.o Lollseguently, movers iil periou L
5H0ULd Ldve sysLewdtlcally wedker on-tie—jou growiLh Lildll stayers 1i period L.

lte ddla Ol Jou Lrdaiidug are consistenl: wuiie dll wOorsers hDad al average



training perioca of 2.0 years, movers haa trainlng oI aboul L1.D yedrs (in Lie
LY/b-1Y0L anuuai periods). lence Lie ''seiectlvity' olas. Lne correct

opportunity cost 01 uwovers w 1s smdlier thall w, .. bul 1C can oe

ws , ¢ 5,L

esCluated Ol & subgroup of stdyefs 1l periou L. »lnuce Lue Liwe perliod L 1S
arpitrary, wWorKers wilo Ndave silllal personal cuardClelisCles luCludlilg
WODLLITY DLENaviOr s5iH0ula lidve siulidl wdge growiit ot the jov. 1L 50, wWe Cdi
approximdte Lue unovserveu growlil Ol mouvers uad tiney uol woved \ wms,L} i
perioa C vy Ltie ouserved wage growlll OL sldayels Ll period L Who ale oLuelwise

similar CO our wuvers, 4and wilo are observed To WOVEe 1h pericd \ittil), call

i, Tl .
ic W“’L . lue ouly dlilerence 1s Cual 1u perioa L tne "Lucure' movers
S

(L10Se mouvVing 1n C+i) stdy oun tie JUU./

e wage prowlll equatlon 110W coutalus [wo chldlge uulies, o, , delolblilyg

separation 1l perioa L, and » denoting separatlou in perioa t+i, wiile tne

t+1?
dependent variable 1s wage growtn of alill 1n period C. o, 1s L ir a move rdkes
place 1n period (t,) ana U 1L 10 move occurs in il, 0OOr 1in Lue next, wilie

bt+l = ] if a move occurs in perioa (t+l), put not 1a (L), and U 1L 1L aoves

pot occur 1n tile second (or preceding) period. lie coeflicients ol >, aud o,

are, respectively.

L. = wm’L - wS’L = uls) (i)

Ol = W, o+l . ‘<)

Helce tne corrected estiware OL Lhe relevaul wdge gdlln 1s

b, = D, = W - W

T 1 w,t AL

u, Ly’

Lhe vdsic laea is tnat w .., Lue wage growll ol stdyels observed in
3

the period precealnyg thelr move (1u C+l; 1s 4 gOou approxXliwmallon ror tne
urouservea wage growtli ol wovers 1in periou b, nad Cuey stdayed ou Lue joo

L Wig /e Inis procedure way not elimluate tnoe plas entlrely, bDut we expect
>

1T CO provide 4 mucCll bellelr controi tndl WS C in tne naive procedure, wliici
’



Lgnores tune SeLeCllViLy 1ssue.

(b.) Longer—gun, Jou Gaius 10 fODLLLLY

Longer—run cildiges 10 Wdges Lesuilllly ITOW al LuCer—Lifu Clldlge ii
euployument are estimdated d4s upward (Or downwdrda) paralliel sniIts 1u Lie
tenure—wage prorlie 1in the new reldative L0 the precedilly jJob. ollcCe we
observe onliy initial wages on the new job, the s$nlit 18 baslcally an estimate
Oof tne allfereuce between tne Startllly wages on the new and the precedinyg juo,
net oI wage levels resulting from accumulacted experience. The sduwe issue oL
selectivity arises nere as 1l dlu 11 esliwalling snori-run Clalges. vur
procedure to deal witin this problem is essentially Lhe same. 1t perwlts us tu
compare wage gdllls oL wovers wlli wWdge galns oL all sltayers, 48 well as willh
Wage galns ol cowpardble stdyers dulrllyg Lue year OL Lenure WilCl wds Loregone
by tie movers.

Lot wage ievel and wage Chdlige egudllons are used in tune eslimdl ol OF
Job galus. wage level equaltlons are used separdately ILOr prior aud subseqguent
surveys pracaetClilg Lhe wove.?  soin ejudliouns conlalll Lue Sdwe Sepalallol
Quminles. 1o time t, Cne coefricient on tue sSepardtion duwuy luaicales Loe
CLoss—seCLlull wWage allrerence uetween vluerwlse sSlillal wovers dilu stdyers
pPrior to tne uwove, wille 1n tiwe (t+i} LL umeasures tinls dlifeXeniLldl arcer Liae
wove, Ddepaldlion auuliles one year IOorwalu dare ddued in eaci eyuation LO
pProviage ror tue controi group OI Iutuke wWOvers., wnlle the prospeccive
equation (at t) indicdtes toe wdge level selectivity oL movers, Cue dlrference
petween coeriicients o the sane separation 10 retrospective at (t+i) and tuae
prospective equation medsures Lie galil ITow WOVliny Felatlve LO 4il stayers.,

lue galn relatlve to comparavie (next—period) movers 1s obtdlned vy
Suplraciliy Lhe dlfrerelce 1l coelllclents on tne lulure wove Irow Lue

ulfiference 1u Che couerriclients oI Che cuXrrent wove: ilne pruspectlve equatlion



(P) cortainlng levels 4ab Clwe C nds (31l aaultion to other varlabies) dumnwules

on :’1:’ Lne wove 1u Che subsequent perXiod 4ild on Sr4jo tile move 1u tne

roiiowlng period. lhe dummy on 5. denotes tne glirerential petween wages (atl
t) oI next period wovers bpelore tney moved anu sStayels (at t),

i C C o - )
of = w- - . Tue dunmy on >_,, denotes Lne uilierentlal between Wages
2 L, © s,L Ctl
{(at L) O Ltnose WO will move (wo periods anead, dllu OL stayers,

r t [ , )
D = W - W 111 tlle retrospectlive equatlion (i) contalnlily lievelds
T+ T, L1 s,c’” P 4 LR =

40 CTi Lue ddiudy OILL DE dernotes Che wuliiereulial between wages (al (ti) between

Lilose wilo moved 11 the precedlily pellod and Liose wliio stayed,

i c+l t+i
U= W -

) w tile Love 1lil Che subsequenl
L i, L 5,L

Je Agalll, Lie auluuy O .. .,

periou, deilotes Lue dillferenlldl bpeltweeil wWdges (al t+l) ol sucu movers aud ol

. r he \,L+1 wL+l
sLdayels V] = W = i -
4 > L+l i, CTi s,tC /

ine wage galll OLI wovers relidtlve LO sltdayers 1s tilererore weasured vy tne

dalirereice between Lie dunmies Ol bt in the two equations,

(8) = pt ot o= \wL+l wt+l) \wt Wt = W W (1~
U = - = - - - W = -
t C fu, C 5,C w, T s,t) o, € s,t /

Tne
alirerence belweel Cne wage growtn ol next perliod wovers and oL stayers 18

ueasured by tihe dlriference between CLile duwmules OU 5., 10 Cile WO equdtions

X 4 C+1 Lri . C C
Gllis ) = b - b = \W - W ) — (W -

w - W L”
t+l i i, T+l s,t W, ttl $,t {

) = W
w, t+l s,t

nelnce Liie corrected estlumate 0L wdge gallOs 0L wovels 1s
ey (8) — wlms) = (W ) T W ot ) ‘ (7
oliul) = u(s) — 5) = - oW J - [ - W = w - W D
n, C 5,L m, L+l 5,LC o, C i, Tl

as (¢7) suggests, lusteaa oI Laking dlrferences between coerficlents in

LWo tevel eyudllols, we udy usSe d Wage Clallge equallon wiilcu is deFlved Irou

tlie two level equatlons, lals aiternatlive proceaure 1s, 1u priacipie,

eyulvdaient to tue Lirst. nowever, estluwdtes 1n Llie WO procedures uway dalrier



1nsoldr d4s wage cndige equations require panels in neignvoring yeals, wulcn
Teduces Lhe Sduwple Slze soimewidl, ald 1uS0rXdr ds tue error structure 18
altereu. allnougil tue estimate of siort—rteru galns 1n (4) 18 algebraical.y
file sawe 48 tue esliwale 0L louger-—ruit "jou gaius' 1n (£7), Lue estlimaCes are
aerived 10 4 dirrerent waianer: Lue snort—terw estlwates are deriveu Irow d
wadge cldange equalloil 1n winlcn all vdriaples (olLuer than Lhe separatioil
dubmales ) are levels prior Lo mOVing. 1o tne jov—-gdla estlmates these varliables
are 1in form OI ILXsSU dlilereince over Cie relevault periods. Wwole tnat in
dirrerencing tne independent variaoles oI tie level equations, tne experience
variapvle oecouwes a=l Ior all, aud 1ts coelriclrenl euters cie latercept, put

AL

airtfers wicn tne level oI experience. Jine tenure variable 1 equals | 1or
Joo stayers bul becouwes d negative—L, wiere 1 is lengltu O0I Job Leiure ou thne

precediig Jobe. olmllariy, 14 1is posltlve Ior stayers, but is negative ana

i

equadls —IL IOr uwovers. Lile use oL L 1s Lue rey to esliwalllly

Job" gains.
wilell Cellule levels pefure separatlon were nela fixed 1i the equatious, Lie
WODLLLLY aUimules lidlcaled Lue Wore luwedldle wdge Cldlge Lil WOV1ig ILow OLe

7 lie present

JOL Lo anotuer. Lo estlwate "joo gaius' 1 1s "ueld constant."
speciticdllon esliumales Tlie wdpe Clhalige Lrow Lue prior Lo Lhe curleut Job at
Coupdrable tenure levels, 10 erfect at scarting wdges, assulllyg Che sane

Snapes {(bul not ievel) oL (ue Celure curve I[or votn JODLS,. liils 1s corrected

for selecltivity by tue dummles Oii LuCure movers,

i1il. wmwplrical Flddlugs

lavles L, £, ana 5, SilOW real wage 5a1nslu Irow jov cnanges. ‘lapie |1
Suows The S0Ort—run galus oL mOvVers over tiue year the move Look place, laple
]

4 Sllows the longer=ruii gdalii we cdll "jou galinl" ovialned [Trow 4 wWare ClLdilge
& =3 J 5 & &

Speclilcatliorn, 4diu lable O wedsures Lie Sdue usliig palrs oI wage levels



equations ''prospective' ana "retrospective' vrackellng Lune move, L Odr
(Pblu) data the period Ly/u—ivol contallls & Cowpreneuslve Wage dlld sdliary
coverage Ior straigni-rtlwme real wages on Lue wdlill jOob. Ine earlier period

\1Y/u—/3) data are restricted LO wage eariers (uourly rar_eu).l1

Lavles L, 4,
and 3, whicn extena tie period vack Lo 19y70, utillize 4 dwawy L[or Che 19/70-061
period O diSLLilgulsil Lile suppellods LULL DYy CoveLdge alld pOsSslule llstorical
alI:erences.lé

laples L1—o ulllilze coelflclenls OI Jddiway varlavles Lor separallions 1l oue
and Lwo adjacent periovds, alter luclusioun 1n wage regresslous ol a Nnuubel 0L
relevalll ludependenl varlapvles, Ll ellecl, we dfe aballly LOW WlCil d0 wovers
galll Feldtive CO COwpdrdole WOLKerS Wil dJdld 0L move ovel Lue perioud, dila
reilative LO & WOre 51wlial subgCOup OL stayers, liduwely LIOSe wio wove 1i Lie
subseyuent period.

1n lable 1 snort-run ('trausition') wage galils were estiualeu 1t puvled
wage growti egquations, tear LO year wage growlh wedsured as Lh(w) is the
dependent variavle. we LOOK al ueb dolliar gdllls 1u s0we 0L Lie suvsequent
taples (4,b,5) wheil we Try Lo rank present values ol galns, Irom woving 1l
different age groups. Llue lidepeideul varldvles, otier tudi the separdallol
dunnnles, are snowil 1n ‘lable 1A.

Tavle ) shows coerllclells Ol duuwihles L[Or sepdaratloll (d), qulis (y), aid
lLayorrs (L) Lor periods t alone (col. 1), and ol palrs oL duunles 1il (L) aund
(T+L) 111 cul. (<) ana (3) respectlvely. COLe \1l) ueasures CLie gdlll OI wovers
reirtative tu all stayers Gls), wille col. (4) = coi. (£) — coul. (o), weasures
Lne palll L w) reidtive LO wovers 10 (CT+l) Wuo stayed oil Lie job 1h perlod C.

G(s) 1s tue coerlriclent oI o, wiel o> 18 excluded, wille u(wm) 1s cue

L+

dliflerence petween e coerriclellts oL DL dalld o SIIOWIL 1lil CUl. \<4) ald \2).

c+1?

'ne separatlion dummles are daded to a lisl oI otuer, stanuaralzliig



varianles wedsured 1n the survey prior to tue uwove. line variables luclude
educdation (wd), experience (4), dild teuure (lei, 10 llnedrl and yuadratic
terms, marital ang hedaltlh status (Mar) d4nd (wlsap), localtlon variables (Cliy
slze, wheller 10 driA, geOgdpulC area). als0, the percenl-polul challge 1il Cne
Nationai unewployment rate ( U) or adullt wales (ages 33—34)13 over tue
interval T, aund 4l lnteractlon Or Ttue Separdbiol Will unlon newversiilp 1l ally
OL tie periods t amna (t+il). otatistically significant errects were observed
on several Or the standardisily varlaples, snowll 1n lable la:  wage growtn of
ail workers (malnly stdyers 1n any given year ), dimloisnes with experience and
wltin tenure 1n Cue firm, DOLND 1n & deceleralting wanner —-— Iealules Slullidr CO
those in cross-sectlion wage proriles. <cnanges 1n the aduil wmale unemployment
rate are signlricant, 1nauicaling a pro—cyclical rluctutatlon in redad wages oi
nhomogenous Labor. Lhe response of real wage changes L0 uneuwployment chaliges
is stronger 1inn tue umOre recenl period (l¥/o—iYol) tuan in tue longer perioa
pack to 1Y/u.

lavle 1 shows wdge palis Delweell JObs cdlculated L[row coverllcieuts oI
wopllity dummles, Lle eIleclLs of separations, qullts, and layolfs are Suowil Lor
all workers 1l Lie sSduple, yOuliy WorkKels (derlileu Dy al wustL olle uecdue Ul
WOIK eXperience), and tue olaer, more experienced wOorkers (aerined vy
X 2 1U).

rindlings 1n ootu tie snorter and louger perlod SHUW Slwllidl pallerus.
(1) Starting wilil snort—ruu gailns in laple 1. wage gLowtil betweel Jobs aoes
IOL exceed Wdge growlll on-the—jop LOTr Lle daverdge separacloll (Cul. Lj. LU 13
even less than tne wage growtih or stayers, ir tne separation 1s due [O layoIrl
among tne wore experienced workers. Hnowever, e galin 1l wdges belweell JOps
relative (o0 cowparable movers wilo Stayed on 1l periou t, snown in col. (4), 1s
positive —— dgalil, wilin tne excepllon oI layoIis among Lae wore experlienced

WOIKers. 1uls pousitlve gain 1s, tnererore, iargely daue to tne fact tuat



HOVEES nave wedker wage growlil onn Lhe joo Chal stayers.

(4) Gallls O QuLTLers 4fe pusllive dilu eXCeed gdlls I[row layourlls wilci
dre swdli Or negallve, especlally Iror tile wore exXxperlencea workers. 1inis
uesplite Lue Tact, eviaeut il coi. (3) tudl tne Ilatter ou—tue—jop growtin or
wovers, wilich represents the opportunlty cost of moving, 18 dapoult tne same
whneruer tne 1followlng separdlioun is a qult OF a iayorl., Lhe adverse ellecl o>
layorts ou wage growth petween Jobs nas bpeen noted pelore, albelt 1n Cerms
SiwilaX Lo our coi. (i) than CO Che wore appropriate col.(4). 1ne fiuding
dppears natural CO sowme danu puzziing to otners. i

(2) Ldlns IrXow separatlouns, a8 suowu 1l lable 1 (coli. 4) deCliine with age
(experience), potn in quits anda 14 layofrs. unce agaln, the racts are
Ldwlllal, alloougll Ddsed Ol alverse netiodolUglies. Nuwelically, e gaius
from separations range from -1.8% in layoffs of older workers LO /.44 10 quills
of young workers in the longer period.

Before we proceed to interpretations of the findings, we turn to
estimates of longer-run effects of mobility shown in Tables 2 and 3, since
they are qualitatively similar to those in Table 1. The layout of Table 2 is
the same as that in Table 1. The coefficients on separation dummies come from
wage change regressions in which the dependent and independent variables are
the same as in those underlying Table 1, except that levels of experience and
of tenure are now replaced by annual changes in them.

The job gains (tenure-wage profile shifts) estimated in Table 2 are
numerically larger than the "transition' gains shown in Table 1. This is
pronounced for the younger movers, suggesting perhaps that beyond the
immediate gain, young movers gain also in wage growth on the new job.
Otherwise the pattern of profile shifts by type of separation and by age is

similar to that found for short-run gains in Table 1.
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Table 2A shows the significant coefficients of the standardizing
variables: Thus the coefficient of AX% is negative. This is consistent with
a negative sign on X in Table 1A, since Ax2 = 2%x+1. The sign of ATen? is
similarly negative, but positive for ATen, suggesting a negative effect of
longer tenure on subsequent gain from moving. Increases in unemployment
reduce wage growth as before, though the effects are smaller than in the
shorter-run. Interactions of union membership with separations are generally
positive, probably reflecting moves from non-unionized to unionized firms.

Table 3 shows the job gain (profile shift) estimates obtained by using
prospective (P) and retrospective (R) wage functions in successive cross-—

15

sections. G4, the gain relative to all stayers, is the difference between

—— the gain

separation coefficients (Rt - Pt), in row (3) minus row (1); Gpg

of future movers relative to current stayers is (Rt+1 - Pt+1) row (4) minus
row (2); and G, —— the gain of movers relative to comparable (next period)
movers is (Rt - Pt) - (Rt+l - Pt+l)’ i.e. rows (3 - 1) - (4 - 2).16

It is reassuring to find that the numerical estimates of the relative
gains G, in Table 3 are quite close to those in Table 2. The conclusions are
therefore the same as in Table 2. There is, however, additional information
in Table 3, namely observations on wage levels of movers and stayers before
and after the move. Thus the fact that all coefficients in rows (1) through
(4) are negative means that movers have lower wages than stayers both in the

old and in the new job, although the discrepancy is reduced by moving. Also,

prior to moving the wage disadvantage (relative to stayers) is about the same
for quits and for layofts (row 1 in Table 3). In conjunction with the
findings in Tables 1 and 2 to the effect that wage growth on the job is about
the same for quits and layoffs, it would seem on the whole that there is no

significant difference in on-the-job wage experience of quits and layoffs



prior to separation.

By moving young quits make up the bulk of the deficit, while older quits
cut it in half only. Young layoffs remove less than half of the deficit,
while older layoffs worsen it if they change it at all. Apparently, it is
behavior during the transition rather than on the job that distinguishes quits
from layoffs. Since mobility does not compensate for the slower wage growth
on the job of frequent movers, their wage trajectories are flatter, and even
flatter for those movers whose separations are dominated by layoffs. However,
in the long run more frequent movers are not distinguishable by quits or
layoff. No significant correlation between frequency of moving and relative

frequencies of quits to layoffs was found among movers in the PSID.

Interaction Eftects

Mobility wage gains differ by type of separation and by age, according to
Tables 1-3. Do mobility wage effects differ also by other characteristics,
such as education, experience, tenure, and so on? To detect these
interactions we restrict our observations to episodes of moves. In Table 4,
in the upper panel we show relative wage gains as before. In the lower panel
we show dollar wage gains. In both panels we look at wage changes during the
move (in period t) and before the move (at t-1). The latter are substitutes
for the wage change of stayers who will move in t+].

We find that both the relative and dollar gains differ by education,
tenure, by health, by location (in SMA), and less significantly by experience
and by marital status. These results are qualitatively similar in the percent
and dollar measures, and are stronger when lagged wage effects (coefficients
in (t-1)) are subtracted from current effects (in t) which refer to current

movers without reference to any comparison group.



Gains from job mobility increase with education, mainly because gains
from quits do. 1In relative terms the effect of education is negative only in
layoffs of young workers. Note also, in col. (t-1), that more educated
workers tend to quit jobs which are relatively inferior (in terms of wage
growth), and gain more by moving, the more inferior the previous job was.
Gains decline with tenure in a decelerating fashion. They are reduced in ill
health, and they are smaller in SMA”"s. They are larger (certainly in dollar
terms) for married than for single men. Experience effects are negative and
near significance when health variables are left out.

Recessions (increases in national unemployment) have a stronger negative
effect on wage growth of movers (-3.7% in Table 4 as compared to —-2.5% in
Table 1A) than on wage growth of stayers. Thus, the cyclical variability of
real wages is greatest for movers and declines with experience (and/or tenure)
among stayers (Table 1A). Lesser cyclical fluctuations in wages may be
expected of workers who have accumulated more firm-specific capital than
others, or, more generally, carry greater fixed labor costs to employers. The

comparative findings on movers and stayers, young and old, and early vs. later

tenure are consistent with this hypothesis.

IV. Wage Changes and Unemployment in Job Transitions.

1. Why do gains from quits exceed gains from layoffs?

As was noted in Tables 1-3, gains from quits exceed gains from layoffs in
all groups and periods, both in the transition and in the job sequence. The
differential is rather stable. Gains from quits exceed gains (or losses) from
layoffs by about 4% points. A dummy for (layoffs=1, quits=0) included in the
wage change equations for moves only, indicates the difference. It is shown

in Col. 1 of Table 5.



Explanations of the disadvantage of layoffs in the transition are put
forward by several analysts. Cline (1980) argues that quitters move from
inferior jobs when better jobs become available, while involuntary separations
(layoffs) affect workers in both inferior and superior jobs. The implication
is that the pre-separation wage levels are, on average, higher for layoffs,
while post-separation wages are about the same. Our findings in the
prospective and retrospective regressions of Table 3 show exactly the
opposite: Pre-separation wages of both quits and layoffs are about the same,
both significantly lower than wages of stayers, while post-separation wages,
although not equal to wages of stayers, are lower for layoffs than for
quits. Rosen argues against the asymmetry between layoffs and quits in his
preface to NBER volume (19Y81): "who initiates the turnover decision should be
irrelevant, since job separations should occur if and only if productivity on
the current job is less than productivity on an alternate job." Rosen adds
the speculation that perhaps layoffs are more heavily selected from unstable
sectors, hence a greater average loss (or lesser gain) may be expected for
layoffs than for quits. This assumes higher (compensatory) wages in unstable
sectors and (some) moves from unstable to stable sectors: While our
prospective regressions are consistent with the symmetry argument, they reject
the unstable sector hypothesis.

A hypothesis that may explain the larger gains of quitters, relies on job
search behavior: Most quitters change jobs directly without intervening
unemployment, while most layoffs are unemployed between jobs. The implied on-
the-job search of quitters carries a reservation wage which exceeds the wages
on the old job (abstracting from non-wage components of the real wage
package), while the reservation wage of the laid-off unemployed searchers is

lower:l7 The starting wage on the new job may, but need not, be higher than
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on the old job. 1In our data 2/3 of quits changed jobs without unemployment,
while about the same proportion of layoffs became unemployed. If reservation
wages are indeed lower for unemployed than for employed searchers we should
find that the reduction in wage gains due to unemployment is greater than that
due to layoff. This is shown in Table 5, comparing col. 2 with col. 1.

The disadvantage of searching while unemployed is less significant for
quits than for layoffs (compare col. 4 with col. 6), especially among the more
experienced workers. (Quit into unemployment is deliberate —— it is likely to
be prompted by high costs of searching on—the-job. It therefore indicates the
intent to search more intensively. Moreover, the intensity of search by
unemployed quitters is likely to be strengthened by lack of unemployment
compensation for which layoffs are eligible. Indeed, average duration!® of
layoff unemployment is almost twice as long as of quit unemployment (Shown in
Table 7).

If intensity of search of unemployed quitters is greater than that of

those on layoff, it should also follow that for the same length of search

quitters should be more successful in locating a better (higher wage) job.
This is confirmed in our regression (Table 5) in which a duration variable is
added to the unemployment dummy: The coefficient on duration is not
significant for quits, but is negative and significant on layoffs. That is to
say, that each additional month of unemployment reduces the acceptance wage of
unemployed layoffs by an additional 2.8%. Apparently, longer duration
retlects lesser or decreasing efficiency of search!? of those laid off, but
not of those who quit.

2. Why do gains from moving decline with age?

(a) Incidence and Duration of Unemployment

According to Table 1, short run gains from separations of experienced
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workers (X > 10) are much smaller (about a third) than gains of young

workers. The reduction is somewhat less in quits (about a half), but goes
from positive to negative in layoffs. The use of percent gains may, of
course, be misleading. It is possible for the net dollar gain (the difference
between the dollar gains of movers and the dollar gains of the control-group)
to increase when the percent gain declines. Table 6 below shows that the
gross dollar gain from moving of young workers was larger than the
corresponding gain of older workers. This implies that the net dollar gain
declines as well, given the decline in the percent measureszo (Gm).

As Tables 2 and 3 indicate, the decline in G with age is even greater in
our job gain estimates, which are conceptually closer to present values.

One reason for the decline in the wage gain of the older job changers is
that a greater proportion of them experience layoff. The ratio of layoffs to
separations is close to 70% among the older workers, compared to about 50% for
the younger onmes. And, as was shown in Table 5, the effects of unemployment
are especially severe for laid off older workers, and more so in prolonged
unemployment, which is more typical of laid off workers. It follows that the
differential effects of unemployment, especially in layoffs explains both the
wage gain differences between quits and layoffs, and the declines of gains for
older job changers.

An explanation of all these patterns, already alluded to, may be found in
differential efficiency of search by type of separation, age, education or
other characteristics of workers or labor markets. Greater efficiency in
search may be a matter of personal efficiency, or greater intensity of search,
or of a more favorable environment. We define it as the probability (p) of
finding a vacancy (whether or not the job is ultimately acceptable) per unit

of time. Of course, p is a function of resources invested in search and of
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the environment, but it will suffice for our purposes to treat it as a
parameter:21

In the terminology of search models, we argue that, on average, older
workers who separate from jobs have a lesser probability of finding a job per
unit of search time, not because they are holding out for a higher acceptance
wage within the relevant wage offer distribution (though it is true of some),
but because the probability of getting any offer, that is, the probability of
finding a vacancy, is smaller. On this assumption we can show that older
workers who separate will search longer when unemployed, and quit less
frequently, while their acceptance wage will be relatively lower, so the wage
gain will be smaller for older job movers than for younger ones.

In the initially standard search model, the individual samples from his
wage offer distribution f(w) receiving one offer per unit of time. The worker
decides on an optimal wage floor which equates the gain from an additional
unit of search to the cost of it. The resulting rule is:

(1) Pa(W; - wa) =c
where W, is the lowest acceptable wage, P, is the probability of getting an
acceptable wage offer, that is, of W > wa, W; the mean of all acceptable wage
offers; c is the (marginal) cost of search which includes opportunity and
other costs. Income offsets z which are contingent on a continued search,
such as unemployment compensation, enter costs with a negative sign. Expected
duration of search D is inverse to P,. In this model search is longer the
higher the acceptance wage, which is higher the lower cost of search.

However, the probability of accepting a wage offer must be redefined
given that the probability of finding any offer in a unit period can be less
than 1. A lesser frequency of vacancies may be a result of depressed business

conditions in general, or depressed markets for a particular type of labor, or
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a function of lesser efficiency or intensity of search. The optimum condition
becomes:

(2) p° Pa('ﬁal -W) =c¢
Here p is the probability of finding a job offer, P, the probability of
finding an acceptable job conditional on finding a vacancy, and p*P, is the
probability of finding an acceptable job. D is now the inverse of the product
p‘Pa. As before, changes in c¢ produce a positive relation between W, and D.
However, changes in p over the business cycle, or differences in p across
people, are likely to produce a negative correlation between W_ and D.

A reduction in p leads to a downward revision of W_, hence to an increase
in P,. The question is whether p*P_ will rise or fall when p declines. No
perfectly general answer can be given to this question, but a most plausible
answer is that (p'Pa) will fall, hence the duration of search will lengthen
even though W, is revised downward in consequence of a fall in p. It is easy
to see that the difference (W; - wa) increases as W, is lowered in a uniform
or triangular wage offer distribution.zz' When W, is reduced, W; is reduced by
a smaller amount, so that p*P, must fall if ¢ is fixed or reduced.

The conclusion that a lower p is very likely to produce longer search and
lower acceptance wages holds both for unemployed and for employed searchers.
An increased duration of search on the job, of course, means a reduction in
the frequency of quit.

In sum, workers facing fewer vacancies in their search may be expected to
have a longer duration of search and a lesser wage gain when unemployed, and
to inhibit their job change (quitting) when employed.28 These conclusions are
consistent with worker behavior during the business cycle: duration of

unemployment increases and quits decline while layoffs increase, partly

because employment demand declined and partly to substitute for a decline in



attrition (quits).

Applying the same model to the life-cycle, we may argue that either p or
c declines at older ages. A decline in ¢ is not plausibe except very early
when labor market entrants become eligible for unemployment compensation. A
decline in ¢ would lead to increases in W, and in wage gains, but the opposite
is implied by a fall in p and is observed. The implications that older men
have a lesser tendency to quit, a reduced Q/L ratio, and a lower W, when
changing jobs are confirmed in our data.

The longer duration of unemployment of older workers is a well known
feature of national statistics. In our data this fact is observed in Table 7,
in which duration of unemployment of unemployed job changes is regressed on a
number of variables. In col. (1) and (3) where the variables are restricted
to education and experience, duration initially decreases (over the first half
a dozen years of experience) then increases with experience. When tenure and
other variables are added in Col. (3) and (5), it is lengthening of tenure
that appears to be responsible for the increased duration of unemployment by
age. Apparently, unemployed older movers with longer tenure face greater
hardships in job search —— a fact consistent with the smaller wage gains of
longer tenured movers, observed in Table 4. It is also consistent with losses
of firm and industry specific capital due to structural changes affecting
older, longer tenured workers in manufacturing industries especially.

Sectoral information as well as that on plant closings is required to probe
these matters more deeply.

Looking at the other variables, Table 7 also shows that duration of
unemployment diminishes with education. The hypothesis that the efficiency
parameter (p) increases with education is therefore consistent with both

implications of the search model: greater wage gain (Table 4) and shorter
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duration of unemployment. Similarly duration increases with the level of the
national unemployment rate (Table 7) and wage gains decline (as we saw in
Table 4). Here p reflects the decline of vacancies in recessions. Effects of
health disabilities and of marital status similarly fit the search model:
longer duration of unemployed and smaller wage gain of the disabled, and the
converse for married compared to single men. Finally, if unemployment results
from layoff, its duration is 70% longer than if it results from quit, and as

shown before, the wage gain is far smaller.

(b) Why do wage gains from quits decline with age?

Although the lesser gains from mobility can be in large measure
attributed to unemployed search, wage gains decline also in quits where
unemployment plays a minor and not necessarily deleterious role. In their
study of NLS data, Bartel and Borjas (1981) were able to classify quits into 3
categories: (1) for personal or family non-market reasons, such as change in
health, in family status, and so on), (2) for reasons of dissatisfaction with
working conditions, which they call "push', and (3) "job-related" real wage
maximizing reasons which they call "pull". Their findings are shown in
Table 8. Quits in the first 2 categories led to lesser wage gains or to
losses, and the incidence of them was greater among old workers (age over 45
in the NLS) than among the younger ones: 75% vs. 57%. Although the gains
estimated by Bartel and Borjas are calculated relative to all stayers,
therefore probably understated, the differential patterns of gains by age are
consistent with our estimates.

The distinctions within quit categories are not available in our data.
However, the role of changes in non-wage conditions can be explored in one

rather important case, which fits the Bartel and Borjas category (2), namely
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when the job change contains a significant change in hours per week. The
different wage-hours schedules offered in different jobs, firms, or industries
are due to various technologically and administratively conditioned systems of
coordination of the production process, as well as to the presence of fixed
labor costs which differ among firms. Consequently, desired changes in hours
are more likely to be accomplished in job transitions than within the

firm.zg Where the change is in the direction opposite to the desired one,
workers must be compensated by an increase in the wage. When the change in
hours is in the desired direction, workers are willing to trade off some of
the acceptance wage for the preferred change in hours. Note that the negative
effect of wages applies whether or not the desired change is negative or
positive, and that the trade-off applies to search and match mobility rather
than to moves in response to wide-spread shifts in demand. In the latter case
wages would rise with increases in hours and decline with decreases. Thus, if
most of job changing which is associated with significant changes in hours, is
not in response to demand fluctuations and is in the direction of preferred
hours, we should expect to see a negative effect of absolute (positive and
negative) changes in hours schedules on the wage gain.

In Table 9 we find that coefficients on the interaction of separationszs—
and change of hours in wage gains is negative, suggesting that trade—offs
dominate in moves with sizable changes in hours (A hrs > 5 per week, in
absolute value).

We find also that changes in hours do not significantly affect wages of
young workers. Apparently job matching and experimentation applies to work
scﬁedules and other working conditions during the early years of work

26

experience. Since reports on hours worked are conceptually less reliable

for salaried than for hourly rated workers, we show separately effects of
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changes in hours in the sample of wage earners. The results are equally
significant, despite the smaller sample size. More importantly, the effects
are observed not merely on starting wages. The effects on the longer run
("job") wage gains are at least as clear and significant.

In demand fluctuations hours decline in downturns and so do real hourly
wages, but the opposite is true in upswings. To test whether we were not
confounding effect of utility trade-offs with demand fluctuations, we also
distinguish increases from decreases in hours. If a negative sign on the
latter dominates, we may have misinterpreted our findings as a utility trade-
off. We find, however, that each of the changes carries a negative
coefficient, not significant for the young, but significant for workers with
more than 10 years of experiences. The trade-off is a 3 to 6% reduction in
wage for over 5 hours change in work schedule for wage and salary earmers., It
is between 5 and 8% for wage earners alomne.

The illustration of effects of changes in hours on wage gains fits
category (2) of the Bartel and Borjas classification of quits shown in
Table 8. The preponderance of "personal" and "push" types of quits among
older workers explains the anomaly that gains from quits decline with age in
both relative and dollar terms. It is an apparent anomaly, because a
declining payoff period would require increases in gains to induce workers to
move. Note that this requirement is indeed fulfilled in the "pull" category
of quits. Here returns to strictly wage motivated quits are twice as high in
dollar terms for the old movers than for the young ones. The percent gain is
about the same. If the gains are assumed to be permanent, the present value

2%

of older quits is probably not smaller than that of the younger movers.
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Footnotes

lof course, the dispersion is not small. Hence significant numbers of movers
incur losses.

2Mincer and Jovanovic (1981) provide the human capital explanation and limited
empirical evidence. Much stronger evidence is shown in Mincer (1984).

3According to Table 8, about half of quits of young workers are mainly wage
maximizing ("pull"). This is true of only one quarter of older quits.

4The exceptions are Borjas and Rosen (1980), Cline (1980), Mincer (1983) and
Polachek and Horvath (1977). These studies differ both in methodology and in
population coverage.

5One exception is the DIME-SIME data set, in which intervals are as short as
one month (Mortensen and Neumann, 1985).

6Mincer (1984).

7Although one might use the wa%e growth of movers in the year before they
moved , w;’t‘l instead of WMLl there are several disadvantages due to
difference$ in (calendar) period, non-linearity in tenure~wage profiles, and
significant loss of observations, given short tenure of movers.

8This approach was used also in Mincer (1983) in the study of union effects on
wages.

9Among the other independent variables listed in Table 1A.

1OWages and salaries on the current, main job, were divided by scheduled hours
and deflated by the CPI.

11Hourly rated wages were truncated at $9 before 1978, causing some (small)
biases.

1214 fact, most of the estimates in the shorter period are similar to those in
the longer period.

13 This index of unemployment is not affected by compositional changes in the
labor force, and it is less likely to reflect supply responses to the business
cycle, as do some of the other demographic components of the aggregate unem-
ployment rate. '

14 Bartel and Borjas (1981) term the differential effect of quits and layoffs
"not surprising,”" while Rosen in his introduction to the 1981 volume calls it

"a puzzle'.

15 These equations exhibit the usual coefficients found in cross-section wage
functions.

16 See p. 8 above for derivation.

17Recall unemployment is excluded from our data, by definition.
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185ur measures of duration of unemployment in Tables 5 and 7 are weeks
unemployed during the year when job change took place. This may represent more
than one spell, and may create some inaccuracy.

19AlthOugh job changers do not, by definition, return to their previous jobs,
some of the unemployed may have expected recall. These expectations may wane
as duration lengthens, resulting in a drop in the reservation wage.

20 Let the gross dollar gain of movers be g and of the control group (movers
who stay) 8ns+ The net dollar gain is therefore g 3 = g - g, . But

Bns = 8/1+Gy, so gy = g(1-1/1+Gy) = g x Gy/14Gy. It follows that

the net dollar gain g declines with age if g does, even if G is the same.
For g, to remain the same or to increase, g must rise at least as fast as G
declines. The decline in G is therefore not merely a matter of arithmetic.
It does indicate a decline in the gross dollar gain. Indeed, the relative
measures (Gm) shown in Tables 1-3 would have to increase with age to keep the
net dollar gain from falling.

2lThis parameter is called the '"arrival rate'" (of offers) in the mathematical
search literature. In the version that follows, the model was described in
Mincer and Leighton (1982).

228arron (1975), Feinberg (1977), and Nickel (1979) analyze wider classes of
wage offer distributions, with similar results. These distributions belong to
a more general class of log-concave probability distributions, including
uniform, triangular, normal, and exponential among others. Proofs that such
wage offer distributions generate a negative correlation between our p and D
are given by Flinn and Heckman (1983) and by Burdette and Ondrich (1985).

23We need not assume that p is exogenous. It may decline as a result of the
search process (e.g. Salop, 1973). The distinction is immaterial for our
purposes.

24 gee Altonji and Paxson (1985).

25 Altonji and Paxson have similar findings for quits of workers who
previously expressed the desire to change hours.

26 Also, moves toward higher wages in preference to other components of the
job dominate the mobility of young compared to older workers according to
Table (8) below, taken from Bartel and Borjas (1981).

27 Let i be the discount rate, g, and g, the dollar gains of old and young
movers respectively, and R the remaining” payoff period in years. R=10 for the
older movers in the NLS, while R=40 for the young, which is almost infinity
for discounting purposes. For the present values of older quits to be no less
than for the younger, the following inequality must hold:

/101 = (1/1+)R]gg > (1/1)gy
[1 - (1/141)10] > 1/2, hence (1/1+1)10 < 1/2, so (1+i)10 > 2

The inequality holds for i > 7%, a quite realistic condition.
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All
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Young
n=2,689
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n=4,571

Table 1

Short Run Wage Gains in Job Change

Annual, 1970-1981

Separations
(1) (2) (3) (4)
G(s) St St+l G(m)
-.005 .0034 -.035 .039
(.6)* (.4) (3.9)
.024 .031 -.033 .064
(1.8) (2.3) (2.7)
-.032 -.022 -.043 .021]
(2.4) (1.5) (3.1)
Quits

_Cis_ 9_1:_ Q+1 G(m)
010 .019 -.034 .053
(.9 (1.7) (3.1)
-.006 .024 -.050 074
(.4) (1.4) (3.1)

.020 .027 -.019 046
(1.3) (1.7) (1.3)

Layoffs

G(s) Le Li+l G(m)
-.036 -.026 ~-.044 .018
(2.4) (1.6) (3.0)

.009 .008 -.049 . 057
(.4) (.8) (2.6)
-.071 -.059 -.041 -.018
(3.2) (2.6) (1.8)

* Conventional t-statistics in parentheses.
(1) Gains relative to stayers (St+l not in the equation)

Young = Experience < 10 yrs

(2) Coefficient on separation in t Older = Experience > 10 yrs
(3) Coefficient on separation in t+l
(4) Gains relative to movers. (col. 2 - col. 3)
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Table 1A

Other Variables in Short-run Wage Change Regressions

All Young 01d
Variables 1976-81 1970-81 1976-81 1970-81 1976-81 1970-81
C .097% .097%* .130%* .104% .079 . 096%
(4.4) (5.8) (2.6) (2.7) (2.1) (3.6)
Ed -.0008 -.0002 .00002 .0016 -.0008 -.0005
(.6) (.2) (.01) (.8) (.5 (.5)
X -.0037*% -.0035%* .0021 -.0020 -.0032 -.0029
(2.6) (3.4) (.1) (.2) (1.2) (1.5)
X2 .00004 .00005* -.,0009 -.0004 . 000026 .00003
(1.2) (2.0) .7 (.5) (.5) (.8)
Cs .005 .005 .011 .009 .0025 .004
(.6) (.9) .7 (.8) (.2) (.5)
Dsab -.008 -.00008 -.020 -.012 -.005 .003
(.6) (.1) (.7) (.6) (.4) (.3)
AU -.024% -.014% -.029% -.016%* -.021% -.012%
(5.2) (4.7) (3.4) (2.9) (3.9) (3.6)
Mar .0008 .0002 .008 .011 .0007 -.004
.1) (.02) (.5) (.8) (.04) (.4)
SMA .006 . 006 .0026 .005 .006 .005
(.8) (1.0) (.2) (.5) .7 (.8)
Ten -.006%* -.0050% -.036% -.032% -.003* -.0026%*
(4.0) (4.4) (3.9) (4.2) (1.8) (2.4)
Ten .0002% .00015%* .003* .0027%* .0001% .00008%
(3.8) (4.0) (2.6) (2.7) (2.0) (2.3)
D(76-81) -.017% N.S. -.024%
(3.2) (4.1)
t - statistics in parentheses
C = intercept Mar = married
Ed = education SMA = standard metropolitan
X = experience area =1
CS = city size Ten = tenure in firm
Dsab = health impairment D(76-81), 1 if in 76-81
AU = annual change in the n.s. = not significant

unemployment rate



Table 2

Job Gains in Mobility (Aln wage) 1970-1981

Separations

(1) (2) (3) (4)

G(s) St S+ G(m)

All ,032 .040 -.032 072
(3.0) (3.3) (3.5)

Young . 089 .099 -.044 «143
(4.2) (4.4) (3.1)

Older .035 048 -.030 L0738
(2.4) (2.8) (2.4)

Quits

Ss Q Q+1 G(m)

All 044 056 -.030 .086
(3.6) (4.0) (2.8)

Young 113 .130 ~-.052 .182
(5.0) (5.4) (3.2)

Older .028 .038 -.016 .054
(1.6) (1.9) (1.0)

Layoffs

G(s) Le Le+1 G(m)

All . 007 . 008 -.041 .049
(.5) (.5) (2.7)

Young .059 . 057 -.039 .096
(2.4) (2.1) (1.7)

Older .012 .029 -.004 .033
(.6) (1.2) (2.4)

* Conventional t-statistics in parentheses.
(1) Gains relative to stayers

(2) Coefficient on separation in t

(3) Coefficient on separation in t+l

(4) Gains relative to movers.
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Table 2A

Variables in Job Gains (2) Regressions

All Young 01d

1976-81  1970-81 1976-81  1970-81 1976-81  1970-81

(1) (2) (3) (4) (5) (6)

C .64 .63 n.s. n.s. .066 .067
(2.7) (3.8) (22) (3.4)
A% 2 -.001 -.0008 -n.s. -.0033 -.001 -.0007
(5.0) (6.2) (2.4) (3.7) (4.0)

AU -.018 -.014 -.018 -.015 -.016 -.012
(3.3) (4.5) (1.7) (2.5) (2.6) (3.5)

+Ten .017 .011 .072 .061 n.s. .004
(2.1) (3.8) (4.9) (5.7) (1.4)

ATenz -.0004 -.0004 -.005 -.004 n.s. n.s.

(2.4) (3.1) (3.0) (3.6)

D(76-81) -.018 n.s. ~.025
(3.2) (4.0)

MN.8. = nuf.s,‘ %Lfl:(.‘ﬂ.,ﬂt



Table 3

Job Gains in Mobility
Prospective (P) and Retrospective (R) Cross-Sections

1970-1981
All
Equation S Q L
Qe -.131 -.13 -.128
(10.5) (8.8) (6.6)
Qe+l -.085 -.0982 -.087
(6.7) (5.4) (3.9)
Ry -.109 -.082 ~-.148
(8.6) (5.5) (7.7)
Rt -.121 -.118 -.126
(10.1) (8.1) (6.7)
G(s) 022 047 -.020
G(m) .058 .085 .019
Young
Equation 5 Q L
Qe -.125 -.131 -.122
(8.1) (7.1) (5.0)
Q1 -.062 -.050 -.075
(3.9) (2.6) (2.9
Ry -.067 -.033 -.096
(3.5) (1.6) (3.7)
Riyl -.125 -.117 -.133
(8.3) (6.6) (5.6)
G(s) .060 .098 .026

G(m) .123 .167 .083




Table 3 (continued)

Older
Equation S Q L
P -.122 -.119 -.112
(6.2) (4.9) (3.6)
Peyy -.100 -.111 —.U8§
(5.0) (4.3) (2.9)
Re -.083 -.057 -.135
(3.9) (2.3) (4.2)
Retg -.109 —. 111 -.105
(5.7) (4.6) (3.6)
G(s) .039 .062 -.023
G(m) 048 .062 -.006

S = separations, Q = quits, L = layoffs
Other independent variables listed in Table 1A



Table 4

Effects of Mobility on Wage Gains
by Characteristics of Movers, 1976-1981

n=763 n=352
Relative separations Quits*
Wage Change:
At(t)?  At(t-1)P At(t) At(t-1)
Ed .068 -.048 .0767 -.088
(1.9) (2.1) (2.0) (3.2)
Ed? -.0024 .002 -.0028 .0036
(1.7) (2.1) (1.8) (3.1)
Ten ~-.028 -.011 -.037 N.S.
(2.2) (1.8) (3.4)
Ten? .0017 .0005 .002 n.s.
(2.7) (1.8) (3.4)
AU -.037 N.S- -.027 NeS.
(1.8) (1.6)
Dollar Separations Quits*
Wage Change:
At(t) At (t-1) At(t) (At(t-1)
Ed .85 ~-.66 1.002 -1.071
(4.5) (4.5) (4.1) (4.9)
Ed?2 -.032 .026 -.037 .041
(4.1) (4.3) (3.7) (4.6)
Ten -.095 -.063 -.127 n.S.
(1.8) (1.6) (1.8)
Ten? .006 .002 .008 n.s.
(2.1) (l1.4) (2.2)
AU -.15 N.S. -.13 N.Se.
(2.4) (.9)

Note: Of the additional variables (listed in Table 1A) Disability was
negative, Marital Status positive, both nearly significant. Experience
variables had the same signs as Tenure (at t) but were not significant when

Tenure was included.
*Layoff variables had the same signs as separations, but were less
significant.

At (t) wage growth in move
At (t-1) wage growth a year before move



Sample

All
n=1,082

Young
n=675

Older
n=407

Col.

Table 5
Effects of Layoffs and of Unemployment
on Wage Gains

Sample of Job Changes, 1970-1981

Separations Quits Layoffs
(L (2) (3 (4) (5) (6) (7)
L U D U D u D
-.046 -.070 -.011 -.050 -.008 -.064 -.0l4
(2.1) (3.2) (3.1) (1.6) (1.3) (1.8) (3.0)
-.044 -.060 ~.008 -.038 -.014 -.036 -.007
(1.5) (2.1) (1.7) (1.1) (1.2) (.6) (1.1)
-.041 -.085 -.016 -.064 . 007 -.119 -.025
(1.3) (2.7) (3.2) (1.3) (.6) (2.3) (4.3)
(1) Coefficient of dummy for Layoff = 1, Quit = O.
(2) Coefficient on dummy for Unemployment in Transition = 1,

No Unemployment = Q.

(3) Coefficient on duration of unemployment measured in Z2-week

intervals, linear terms only, in addition to dummy as in (2).



Table 6

Average Relative and Dollar Wage Gains
of Subgroups, by Age and Separation

1970-81 Separations Quits Layoffs

Wage Gains % S % S % S
Young 4.7 .129 5.3 . 154 1.6 .090
Older 3.5 104 4.2 .121 .9 .030
1976-81

Young 3.7 134 4.5 .160 2.0 091

Older 2.7 .096 3.0 .103 .9 .038



Table 7
Duration of Unemployment Between Jobs

Unemployed Movers, 1970-1981

Variables Coefficients
Ed -.56 -.54
(2.0) (2.0)
Ed2 ~.018 017
(1.6) (1.5)
X -.032 .028
(.9) (.6)
x2 .003 L0014
(2.2) (1.0)
U 1.40
(8.1)

Disab. W72
(1.8)
Mar. -.72
(2.1)
Ten -.45
(4.5)
Ten2 .020
(3.8)
Layoff 1.71

(6.3)



Table 8

Wage Changes by Type of Quit in NLS Data

Type of
Quit: Personal Push Pull
Measure 7 $ p¢ 7 S p % S %
Young® 12.8 -.365 .15 .6 L054 W42 6.9 .30 .43
o1aP ~19.5  —.46 .27 =2.8 =-.097 48 7.1 .60 .25

DAt least 45 years old, not retired.

CProportion of quits in each category.

Source: Bartel and Borjas (1981), p. 68, Table 2.1



Table 9
Interaction Effects of Separation
and Changes in Hours on Wage Gains

(1970-1981)

(A) Wage and Salary Earners

All Young Older

Short Run Gains -.012 NeSa -.04
(1.0) (2.1)

Job Gains -.016 NeSa ~-.042
(1.1) (2.1)

AH > 5@ n.S. n.s. -.057
(2.3)

AH < -5& -.024 -.029 -.028
(1.5) (1.1) (1.7)

(B) Wage Earmers Only

All Young Older
Short Run Gains -.022 N.S. -.058
(1.5) (2.9)
Job Gains -.026 -.061
(1.7) (2.9)
AH > 5@ ~-.026 n.s- -.076
(1.4) (2.9)
AH < -52 -.026 NeS. -.047
(1.5) (1.8)

8In job gain equations.





