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~ Changes in the Industrial Distribution of
- Wages in' the United States, 1939—~1949

HeErRMAN P. MILLER, BUREAU OF THE CENSUS

Wages are among the most stable components of aggregate income.*
They are generally less subject to the fluctuations characterizing
earnings from “riskier” activities like the operation of a farm or a
business, or receipts from other sources like dividends, rents, and
royalties. This fact, perhaps, explains why income analysts have
tended to overlook the vast body of 1940 census data on the distri-
bution of wage income as well as some of the information provided
by the 1950 census.

The present study attempts to remedy this oversight. It is based
largely on wage data tabulated from the past two decennial censuses
and on data obtained in the annual income surveys conducted by
the Bureau of the Census. It aims to identify some of the variable
as well as the stable elements of the distribution of wage income.
Recently available data indicate that between 1939 and 1949 there
was a marked decrease of inequality in this distribution. What are
the underlying forces responsible for the change? What general les-
sons can be learned from the changes for specific industry groups?
These are two questions which the present study attempts to answer.

Changes in the Distribution of Wages

Between 1939 and 1949 total wages increased from $46 billion to
$134 billion. This threefold increase was accompanied by a marked
change in their level and distribution.

In 1939 the average wage earner received about $800 during the
entire year. By 1949 this figure rose to $2,000 (Table 1). In 1939
only 1 per cent of the wage earners had incomes of $5,000 or more
and 60 per cent had incomes below $1,000. By 1949 the proportion
in the higher classes increased fourfold, and the proportion-in the
lowest class was cut by one-half. For men alone, typically the pri-
mary income recipients in their families and likely to be full-time
workers, the changes are even more striking.

The changes in the level of wage income and in the frequency
distribution of the earners were accompanied by a marked change

*Because wages and salaries are not distinguished in this paper, “wages” and
“wage income” will be used to include both types of income.
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USES OF INCOME DATA
TABLE 1

Wage Income of Persons, by Income Class and Sex, 1939,

1945, and 1949

.Both Sexes Male Female
INCOME CLASS 1939° 1945 1949 1939 1945 1949 1939* 1945 1949
. (per cent)
Total ) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
$ 1-$ 999 600 329 276 52.8 23.0 196 79.0 490 444
1,000- 1,999 292 284 218 334 218 18.1 18.1 39.3  29.6
2,000- 2,499 53 132 13.2 6.8 16.4 129 1.6 78 139
2,500- 2,999 2.0 97 11.0 2.6 141 133 0.5 2.4 6.4
3,000- 4,999 24 136 220 31 208 30.0 0.6 1.5 5.6
5,000 and over 1.0 - 24 4.2 1.4 3.8 6.1 0.1 —_ 0.2
(dollars)
Median income 789 1,617 2,016 939 2,157 2476 555 1,023 1,208

ing

* Include receipts from public emergency work.

Note: In this and the following tables, figures do not always add to totals because of round-

Source: Current Population Reports—Consumer Income, Bureau of the Census, Series P-60,
No. 7, 1951, Table 23 (for 1939 and 1949) and P-60, No. 2, 1948, Table 22 (for 1945).

in the dispersion (or “inequality”) in the distribution of this type
of income. Table 2 shows the relative distribution of wage income
for several years between 1939 and 1949.

The substantial changes in the relative distribution of wage in-
‘come took place during the war years. Between 1939 and 1945 the
share received by the highest fifth of the recipients decreased from
49 per cent to 44 per cent. In contrast, the years immediately fol-
lowing World War II (1947-1949) did not see any change in the
relative distribution. This suggests that something about the ex-
pansion of economic activities stimulated by World War II re-
sulted in a decrease in the concentration of wage income. However,

TABLE 2

Percentage of Total Wage Income Received by Persons Ranked by
Amount Received, Selected Years, 1939-1949

RANK 1939 1945 1947 1948 1949
Total 100.0 100.0 100.0 100.0 100.0
Lowest fifth . 34 29 2.9 2.9 2.6
Second fifth 84 10.1 10.3 10.2 10.1
Middle fifth 15.0 17.4 17.8 18.6 18.7
Fourth fifth 23.9 257 24.7 25.5 26.2
Highest fifth 493 43.9 44.3 42.8 42.4

Source: Herman P. Miller, Income of the American People, Wiley, 1955, p. 104.
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CHANGES IN WAGE DISTRIBUTION

during the immediate postwar period, when employment levels were
high, there was relatively little change in income concentration. This
should be kept in mind when the data for detailed industries are
considered.

Tables 1 and 2 clearly indicate a marked equahzatlon in the
distribution of wage income between 1939 and 1949. To what
extent can this be explained by census wage data for separate in-
dustries? This paper will consider the relationship between the
equalization of wages and salaries between 1939 and 1949 and (1)
changes in the industrial distribution of the labor force, (2) change
in the relative earnings position of industries, (3) decrease in the
wage spread between high-paid and low-paid industries, and (4)
decrease in the wage spread between high-paid and low-paid work-
ers within industries.

Impact of Changes in the Labor Force

The frequency distribution of all workers classified by the amount
of wage income is the weighted sum of a large number of com-
ponent distributions. Conceivably this distribution could have
changed even if all of the component groups retained their initial
distributions and only their associated weights changed. For ex-
ample, each of the 117 industries examined in this report might
have had exactly the same distribution of wage income in 1949 as
it had ten years earlier, but changes in the industrial distribution
of the labor force (the proportion of workers in each industry)
might have caused a change in the distribution of total wages.

The decline in the importance of agricultural activities and the
increasing importance of manufacturing, evident for many decades,
appear in the data for the two most recent decennial censuses. Table
3 shows that between 1940 and 1950 the proportion of persons
employed in agriculture dropped by about one-third (from 19 to 13
per cent), but the proportion employed in manufacturing, particu-
larly in durable goods manufacturing, increased significantly (from
11 to 13 per cent). How are these changes related to equalization
in the distribution of total wages?

An attempt is made to answer this question in Table 4. On the
assumption that each industry had exactly the same number of
male workers in 1949 as it had ten years earlier and that the only
variable was the frequency distribution of workers by wage income,
the separate distributions were combined to obtain a single distribu-
tion based on 1939 weights and 1949 frequencies, shown in fifths.
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TABLE 3
Employed Persons, by Méjor Industry Group, 1940 and 1950

INDUSTRY GROUP *° 1940 1950

(number in thousands)

Total 44,888 55,843
) . (per cent)
Agriculture ’ 18.7 12.8
Mining ' 2.0 1.7
Construction 4.6 6.2
Manufacturing 23.6 25.3
Durable goods 11.4 13.2
Nondurable goods 11.8 11.8
Not specified manufacturing 0.4 0.3
Transportation, communication, and other
public utilities - 6.9 7.6
Wholesale and retail trade 16.8 18.6
Service industries , 22.5 21.6
All other industries 3.4 4.7
Industry not reported : 1.5° 1.5

* The industry in which the person was employed (or the industry of his last
job, if unemployed) at the time of the census.

Source: 1950 Census of Population, Employment and Income in the United
States, by Regions, 1950, Series PC-7, No. 2, Table 8.

TABLE 4

Percentage of Total Wage Income Received by Male Workers Ranked by Amount
Received; Actual, 1939 and 1949, and Standardized, 1949

1939 1949
RANK OF WORKERS Actual® Actual® Standardized ®
Total 100.0 100.0 - 100.0
Lowest fifth 3.8 52 4.9
Second fifth 9.2 13.3 12.8
Middle fifth 16.2 18.2 18.2
Fourth fifth 233 23.3 23.5
Highest fifth 46.6 39.8 40.6

* Based on Appendix Tables B-1 and B-2.
. ®The standardized distribution was obtained by multiplying the actual distribu-
tions in Table B-1 by the numbers of workers in Table B-2 and summing the
results.

The standardized distribution shows the changes associated with
variations in the component frequency distributions, assuming no
changes in the weights associated with each distribution.
Apparently most of the equalization of wages and salaries be-
tween 1939 and 1949 can be explained without reference to changes
in the industrial distribution of the labor force. The share of aggre-
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CHANGES IN WAGE DISTRIBUTION

gate wage income received by the top fifth of the male workers de-
creased from 47 per cent in 1939 to 40 per cent in 1949. This fifth
would have received 41 per cent of the aggregate in 1949 if there
had been no change in the industrial distribution of the labor force.
Therefore by far the greatest part of the equalization of wages dur-
ing the decade is attributable to changes in the component distribu-
tions rather than to changes in the weights associated with those
distributions.

Changes in the Dispersion of Wages within Industries

To what extent does the change in the over-all distribution reflect a
decrease in the dispersion of wages between high-paid and low-
paid workers within specific industries?

An examination of the changes in the dispersion of wage income
for men indicates that there was a narrowing of wage differentials
in all but five of the 117 industries examined. In fifty-four industries
the share of the aggregate wages received by the highest paid fifth
of the workers in the industry decreased by less than 10 per cent;
in an additional fifty-four industries the share received by the top
fifth decreased by between 10 and 20 per cent, and in four indus-
tries the decrease was over 20 per cent (Table 5). Decreases in

TABLE 5

Industries Ranked by 1949 Mean Wage Income of Male Workers, by Change in
Dispersion of Income between 1939 and 1949

CHANGE IN SHARE OF TOTAL RECEIVED BY
HIGHEST-PAID FIFTH OF WORKERS,
1939 TO 1949

Decrease
20.0% 10.0to Lessthan
RANK OF INDUSTRY TOTAL or More 19.9%  10.0%  Increase
Total 117 4 54 54 5
Lowest tenth S —_ —_ 5 —
Second tenth 13 —_— 3 8 2
Third tenth 12 1 5 5 1
Fourth tenth 11 —_ 4 7 —_—
Fifth tenth 11 —_— 6 3 2
Sixth tenth . 18 e 11 7 —_
Seventh tenth 19 1 13 5 —_—
Eighth tenth 8 — 3 5 —_
Ninth tenth 4 1 _ 3 J—
Highest tenth 16 1 9 6 —_—

Changes in dispersion are defined here in terms of changes in the share of aggre-
gate wage income received by the highest-paid fifth of the workers.
Source: Derived from Appendix Table B-4,
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dispersion were somewhat greater in the high-paid industries than
in those with relatively low average incomes. Thus, fourteen of the
twenty-eight industries in the highest three tenths (ranked by
median wage or salary income in 1949) had decreases in disper-
sion of 10 per cent or more, whereas only nine of the thirty indus-
tries in the lowest three tenths had decreases this great.

Some factors affecting the distribution of wages within an in-
dustry can be brought into sharper focus by examining the changes
in average wages for specific occupations within it. Data available
from the past two censuses permit the analysis of changes in aver- -
age wage income for the following groups of male workers within
eleven manufacturing industries, which include about one-fourth
of all wage workers: laborers (not elsewhere classified or n.e.c.);
operatives (n.e.c.); and all other workers. Although these data are
extremely useful, they are defective in several important ways.

In the first place, they do not show separate income distributions
for all laborers and for all operatives within each industry, but
only for those who were not classified in specific occupations. This
defect can be roughly adjusted for by the procedure discussed be-
low. A second and more important defect, which cannot be ad-
justed for, stems from the fact that the residual category “other
workers” does not distinguish between craftsmen and the other oc-
cupations. For this reason the data cannot be regarded as show-
ing the differential income gains of unskilled, semiskilled, and
skilled workers within each industry but rather of unskilled, semi-
skilled, and “higher-paid” workers, since about three-fourths of the
“other workers” category in most industries is composed of pro-
fessional and managerial workers and craftsmen.

The unadjusted data, summarized in Table 6, show that in each
of the industries studied, the lowest-paid workers made the greatest
relative gains and the highest-paid workers made the smallest. For
example, in the iron and steel industry the increase in average wages
between 1939 and 1949 was 152 per cent for laborers, 133 per cent
for operatives, and 112 per cent for “other workers.” The increase
in the food manufacturing industry was 149 per cent for laborers,
123 per cent for operatives, and 109 per cent for “other workers.”

As previously indicated, the data require adjustment. It is known
from a tabulation of industry by occupation (but without a further
_ classification by wage income) that there were 376,000 male opera-
tives and 46,000 male laborers in the motor vehicle and motor
vehicle equipment manufacturing industry in 1950.2 However, 279,-
000 operatives and 45,000 laborers were not classified in specific

31950 Census of Population, Vol. v, Special Reports, Part 1, Chap. C.
360



€0 puR 10
sojqel ‘SS61 ‘AoTIM ‘9jdoag uvorawy ayp fo awoouy ‘IO 'd uew
10y wolj pue z-g pue [-g s9[qel Xipuaddy woiy paaudQ :eoInog

-s10kmes Jo wonedyIsse[d Ul afueyd oY) JO ISNEIAQ SE [[aM S ‘sIa10q
-e[ pue soaperado paurejuod A103ared S19YI0M 19410, 37} JO J[EY-SUO
Uel) 210W ISNEdSq SILNSNPUI ISGI0 IO 95073 UBy) UONHEWNS? JO SIOLD
101213 A[qelapisuod 03 103[qns are msnpur SIg) UI SUBSW pajsnipe OS|Y
‘soAnerado se ‘snsmad (OGGI oYl UI ‘USWS)JEId S PAYISsed d1am siakmes

SNSUId Op61 oy UJ ‘Ansnpur SIY) I10J SINseaul 0} JOOYIp dle  SIofIom
Ioy10,, pue soanerado wsamiaq S[ENUAISPIp swodur ) ur safuey),
-(3%91 99s) saanerado pue s1aroqer [e sSpnOXH ,
*(3x9) 99s) saAnerado pue SI210Qe] SWOS SIPNOU] o

-<(uomneu

-eidxa 10J 1x9) 995) SNSU3S 3y} I SISYIOM IS0, Se payisse]d saanerado

pUE SIaI0qe] 9pnjoxa I0 apnjdur A3yg) I19Y1ogM Sures ag) 3q O} pawnsse aIe
soane1ado pue sIaIoqe] I0J Umoys sadem UeswW JO STONNQLUSIP YL .

(44! LTl 91 191 £S9°€ SLS‘E 016C 79T LY9'1 LLS'T 430! 998 SA[OIY3A
1030w 1daoxs “yuswr
-dinbs woneyiodsuery,
£Cl 144! VEL (44! vLO'Y £6LE 9.8°C 129°C ST8'1 $69°1 LT vLO‘T juswdmbs a[oIyaA 10}
) -OW pUEB S3IIYIA JOJOJA
SOT LOT 8¢El 1i4! $68°c LSLE L6LT 81€°C 868°T L18°T LLTT 134 K1sumgoey
011 1Tt pel €El £E£8°EC £TS°E 09T LOE'T LT8T 1L9°1 oII‘l 066 syonpoxd IR
pue S[e}1oW SNOLISJUON
66 (49! €El (A 79L'E {949 TILT STET SLL'T 0L9°T 7911 ¥Z6 saIn
: -snpur [ejow pagroads
. . jou pue [99)S pue UOI[
L6 001 j841 Ll 169°¢ Lév'E #89°C €1T°T TL8T SPLT PILl SI8 syonpoid
sse[d pue ‘Ae[d ‘auoig
86 66 LTl 891 95S‘y 9¢'y £50°€ T 66T°C 881°C SYET <16 sjonpoid [e0d
pue ‘umsjonad ‘sjedrway)y
L6 86 6¢l L91 8€8°¢E 9IpLE SLL'T $TET 0S6°'1 968°T 091°1 1.8 Junuud pue
. ‘sponpoad 1aded ‘1odeq
1474 671 vl LL] 1£6°€E ¥9€°C 906°1 $8S‘1 Lvt'T €€0°1 (4%} €LS » S1onpoxd poom
pue ‘raquin| ‘aInjmuIng
121 vl 6Ll €81 I6L'€  909€  ISKT  EI6'T 8IL'T 6091 8.8 §L9 [oredde pue
syonpord axa) ‘soyuxay,
$01 601 . €21 6¥1 9L'es  18p'es  T6v'TS  8TICS W8S 79918 611°1$ €58 § spnpoxd parpury pue poog
opassnl  (paisnl saaup o 842 Spaisnl g paisnl saayv « 49 opaisnl paisnl  saaup v 842 AULSNANI
wdd -pouf)  -42dQ  -i0qv7 Py -poupy  -s2dg  -i0qv7 PV poufy  -a2dp  -ioquy
S4Yd0 M 42Y10,, S42)40M 42Y10,, S42y404 43Y10,,
6761 OL 6E€61 . “HSVAUONI ADVINAOUA : 6v61 6£61

6v61 PUE 6E61 ‘sausnpu] SuLINIOeINUBIy PIPIYI§ UI SISFIOM IO, PUe ‘soaanersd( ‘s1a10qe S[EN JO safep\ weS|y
9 H14VL



USES OF INCOME DATA

occupations within their respective major groups. Thus, about
97,000 operatives (largely welders and painters) ‘and 1,000 labor-
ers were included in the category of “other workers,” which is
comprised for the most part of craftsmen and white-collar workers.
These workers can be separated from the “other workers” group by °
assuming that they have the same distribution by wage income as
operatives (n.e.c.) and laborers (n.e.c.). The addition of the
former groups to operatives (n.e.c.). and laborers (n.e.c.) does not
change the mean for the combined group since identical distribu-
tions were assumed for both. However, their removal from “other
workers” raises the mean for the latter group from $3,793 to
$4,074. Similar adjustments were made. for each industry and the
revised results for “other workers” are presented in the “adjusted”
columns. In every case, with the exception of the furniture, lumber,
and wood products industry, the adjustment tended to reduce the
relative gain in average wage income for this group.

TABLE 7

Relationship of Mean Wages of Laborers, Operatives, and “Other Workers,” in
Selected Manufacturing Industries, 1939 and 1949

Mean Wage of:

“Other Workers” Operatives
as % of as % of
Laborers’ Laborers’
INDUSTRY 1939 1949 1939 1949
Food and kindred products 216 177 131 117
Textiles, textile products, and apparel 255 198 130 128
Furniture, lumber, and wood products 253 223 149 120
Paper, paper products, and printing 224 165 133 119
Chemicals, petroleum, and coal products 252 186 147 125
Stone, clay, and glass products 230 167 137 121
Iron and steel and not specified metal industries 192 162 126 117
Nonferrous metals and their products 185 166 112 113
Machinery 201 168 125 121
Motor vehicles and motor vehicle equipment 170 155 114 110

Transportation equipment, except motor vehicles 190 161 128 129
Source: Derived from Table 6. '

Another way of viewing the differential gains of unskilled, semi-
skilled, and “other workers” within specified manufacturing indus-
tries is presented in Table 7. The average wage income of laborers
is expressed first in relation to the average for high-paid workers
within each industry for 1939 and 1949, and then in relation to
the average for operatives. In every industry there was a marked
reduction in income differentials between high-paid workers and
laborers, it being greatest in the stone, clay, and glass products
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CHANGES IN WAGE DISTRIBUTION ~

industry. In this industry, high-paid workers made 2.3 times as
- .much as laborers in 1939 but only 1.7 times as much in 1949. The
wage differentials were most stable in the motor vehicle and motor
vehicle equipment industry; high-paid workers made 1.7 times as
much as laborers in 1939 and 1.6 times as much in 1949.

Because of the heterogeneous nature of the “other workers” cate-
gory, changes in differentials between only unskilled workers (labor-
ers) and semiskilled workers (operatives) within each industry
may be more significant. Here again, Table 7 shows a reduction in
wage differentials within most industries. In 1939, for example,
operatives in the food processing industry; the paper and printing
industry; and the stone, clay and glass industry made about one-
third more than laborers. In 1949, they made only one-fifth more.
In the chemicals, petroleum, and coal products industries the dif-
ferential between operatives and laborers was reduced from nearly
one-half to one-fourth.

It could be argued that these decreases are in some measure
attributable to the reduction in unemployment, which had the great-
est impact on the earnings of low-paid workers. While there is some
justification for this view, it may unduly minimize the importance
of reductions in wage rate differentials, which are not affected by
variations in the extent of employment. Evidence on this point is
presented in Table 8, which shows the average wage or salary in-
come in 1939 and 1949 of operatives and laborers who were full-
year workers in specified manufacturing industries. A full-year
worker is defined in this table as a person who worked fifty weeks
or more during the year. Weeks worked, as defined in the 1950
census, includes all weeks in 1949 during which work was per-
formed. Accordingly, full-year workers for 1949 are persons who
did any paid work (not necessarily full-time) in fifty weeks or -
more. Persons who worked regularly on a part-time basis were thus
counted as full-year workers in 1949. In contrast, the 1940 census
enumerators were instructed to convert part-time work to equiva-
lent full-time weeks. Accordingly, a full-year worker for 1939 is a
person who worked full-time during the entire year. This change
tended to understate the decrease in wage differentials because the
inclusion of regular part-time workers in the 1939 data would have
probably reduced the average income for laborers proportionately
more than the average income for operatives.

Desplte this, it is apparent from Table 8 that there was a reduc-
tion in wage dlﬁerentlals between unskilled and semiskilled workers
in most of the industries. The greatest reductions were in food
processing; furniture, lumber, and wood products; chemicals,
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TABLE 8

Relationship of Mean Wages of Full-Year Laborers and Operatives in Selected Manufacturing
Industries, 1939 and 1949

1939 1949
Mean Wage of: Mean Wage of:
Opera- Labor- (1) as % Opera- Labor- (4) as %
tives ® ers*® of (2) tives ® ers® of (5)
INDUSTRY 1) (2) 3) 4) (5) (6)
Food and kindred products $1,323  $1,097 121 $2,834 $2,549 111
Textiles, textile products, and
apparel 1,061 852 125 2,771 2,235 124
Furniture, lumber, and wood
products 1,056 736 143 2,301 1,902 121
Paper, paper products, and
printing 1,350 1,073 126 3,098 2,616 118
Chemicals, petroleum, and coal
products 1,540 1,169 132 . 3,353 2,793 120
Stone, clay, and glass products 1,355 1,030 132 2,986 2,575 116
Iron and steel and not specified
metal industries 1,411 1,209 117 3,040 2,652 115
Nonferrous metals and their
products 1,359 1,230 110 3,016 2,727 111
Machinery 1,447 1,202 120 3,180 2,768 115
Motor vehicles and motor ve- .
hicle equipment 1,555 1,393 112 3,311 3,063 108
Transportation equipment, ex-
cept motor vehicles 1,476 1,164 127 3,301 2,671 124

* Not elsewhere classified.

Source: Herman P. Miller, Income of the American People, Wiley, 1955, Tables C2 and C4.
petroleum, and coal products; and stone, clay, and glass products.
In most of the other industries there were small, but persistent, re-
ductions.

The preceding tables are based entlrely on census results and are
sub]ect to all of the biases inherent in the household survey tech-
nique as well as difficulties of interpretation. For this reason, it is
particularly important to refer to independent data on the same
subject as a check. Table 9 presents estimates derived from the
Bureau of Labor Statistics index of urban wage rates. They show
the percentage increase in wage rates for skilled, semiskilled, and
unskilled workers by industry groups from October 1943 to Apnl
1947. These data support the conclusions based on census results.
In almost all of the industries the greatest relative gains in wage
rates were made by unskilled workers and the smallest by skilled
workers.

Changes in the Level of Wages among Industries

The decade which ended in 1949 was a period of rapid increase in
average earnings for practically all industries. The increases, how-
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TABLE 9
Percentage Increase in Urban Wage Rates, by Industry, October 1943-April 1947

Skilled  Semiskilled Unskilled

INDUSTRY Total Workers  Workers  Workers
Total 323 27.7 . 345 35.7

Food and kindred products 343 28.3 35.1 38.8
Tobacco manufactures 41.3 30.1 40.2 48.8
Textile mill products 51.5 45.3 58.5 52.3
Apparel and allied products 47.9 342 49.5 424
Furniture and finished lumber prod- :

ucts 44.9 40.9 443 55.3
Paper and allied products 35.3 28.0 344 40.9
Printing, publishing, and allied in- :

dustries 46.9 45.0 49.6 51.4
Chemicals and allied products 37.8 347 37.3 40.7
Products of petroleum and coal 31.7 28.8 317 34.7
Rubber products 34.0 30.9 341 38.5
Leather and leather products 46.9 47.9 45.1 54.0
Basic iron and steel 25.2 21.4 22.7 38.8
Shipbuilding 188 159 — 24.4
Metal working, excluding basic iron

and steel and shipbuilding 27.5 23.2 29.0 312

Source: Harry Ober, “Occupational Wage Differentials, 1907-1947," Monthly
Labor Review, Dept. of Labor, August 1948, p. 131.

‘ever, were by no means uniform. Out of 117 industries examined,
eighteen had increases in average wage income of less than 100
per cent, forty-seven of 100 to 125 per cent, thirty-eight of 125 to
150 per cent, and fourteen of 150 per cent or more (Table 10).

TABLE 10

Industries Ranked by 1949 Mean Wage Income of All Workers, by Increase in
Mean Income between 1939 and 1949

INCREASE IN MEAN INCOME,
1939 10 1949

Less than 100.0to 125.0t0 150.0%

RANK OF INDUSTRY TOTAL 100.0% 124.9% 149.9% or More
Total 117 18 47 38 14
Lowest tenth 5 _— 3 1 1
Second tenth 13 1 4 6 2
Third tenth 12 1 3 6 2
Fourth tenth 11 1 4 4 2
Fifth tenth 11 2 3 3 3
Sixth tenth 18 2 10 4 2
Seventh tenth 19 3 8 8 _
Eighth tenth : 8 3 2 3 —
Ninth tenth 4 1 3 —_— —_—
Highest tenth 16 4 -7 3 2

Source: Derived from Appendix Table B-4.
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These different gains could have had an important impact on the
distribution of total wage income.

There was a marked difference between the gains of hlgh-pald
and low-paid industries (Table 10). Among the thirty lowest-paid
industries, eighteen had gains in average earnings of 125 per cent
or more, and only two failed to double their average wage incomes.
In contrast, of the twenty-eight highest-paid industries, only eight
had increases of 125 per cent or more, and an equal number failed
to double their average earnings. These data lend support to the
hypothesis that the greater relative gains of the lower-paid indus-
tries are a factor in the general reduction in the dispersion of wage
income durmg the decade.

An examination of the particular 1ndustr1es involved quickly
dispels the notion that the greater relative gains of the low-paid
groups can be entirely explained by a single factor such as the in-
crease in union membership during the decade. For example, in-
cluded among the lowest third of the industries with income gains
of 125 per cent or more are agriculture, restaurants, logging, saw-
mills, taxicab service, gasoline service stations, drug stores, laun-
deries, and many others in which the impact of the union has been
relatively slight. Probably most of the relatively greater wage in-
creases in the low-paid industries resulted from the pressure for
workers exerted by the other industries in the expanding defense
program during the early 1940’s. Industries losing workers were
forced to raise wages to hold their existing labor force or to attract
people outside the labor market. This increase in wages tended to
change the wage relationships which prevailed in 1940. During the
war, the revised wage differentials, established early during the de-
fense program, were more or less stabilized by regulation. As a
result, the postwar period inherited a wage structure which differed
significantly from that of 1940. The relatively full-employment
conditions during the postwar period have served to maintain the
differentials.

Despite the differential gains in average earnings among indus-
tries, there were comparatively few changes in the relative position
of industries. When ranked by mean wage income in 1949, ninety-
four of the 117 industries studied remained either in the same
tenths or in tenths adjacent to the ones they had been in 1939 (Ap-
pendix Table B-5). However, welfare and rehglous services dropped
from the seventh tenth in 1939 to the third in 1949; educational
services, from the eighth to the fourth; telephone and state and
local public administration, from the highest to the sixth; and
postal services and credit agencies, from the highest to the eighth.
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About one-third of the workers in these industries were in govern-
ment or education.

Reasons for the Decrease in Differentials

The statistical data clearly show that the decrease in the dispersion
of wages during the decade which ended in 1949 is primarily at-
tributable to decreases in wage differentials between skilled and
unskilled workers within each industry and between high-paid and
low-paid industries. What forces operated to produce these changes?
The decrease in differentials between skilled and unskilled work-
ers can perhaps best be understood as part of a historical process

- observed in the United States since the turn of the century.?
1907, for example, the median earnings of skilled workers in manu-
facturing industries was about twice that received by unskilled
workers. By the end of World War I it was only 75 per cent greater,
and by the end of World War II, only about 55 per cent greater
(Table 11). Thus, during a forty-year period, the differential be-

TABLE 11

Relationship between Earnings of Skilled and Unskilled Occupations in
Manufacturing Industries, 1907-1947

(average earnings for representative unskilled occupations = 100)

PERIOD Median  Range®
1907 205 180 - 280
1918-1919 175 ° 150-225
1931-1932 180 160 — 220
1937-1940 165 150 -190
1945-1947 155 145170

* Middle half of all indexes.

Source: Harry Ober “Occupational Wage Differentials, 1907-1947,” Monthly
Labor Review, Dept. of Labor, August 1948, p. 130.
tween skilled and unskilled workers was reduced by about 50 per
cent, or by an average of about 1 per cent per year.

Many factors, of course, contributed to the reduction, and there
is disagreement on the importance of specific factors. One student
has explained the decrease during this period largely in terms of
forces affecting the supply of workers for unskilled jobs.* He points

®The tendency for occupational wage differentials to narrow has also been ob-
served in Great Britain. The British experience is analyzed in a study by K. G. C.
Knowles and D. J. Robertson, “Differences between the Wages of Skilled and Un-
skilled Workers, 1880-1950,” ‘Bulietin of Oxford University Institute of Stansncs,
April 1951, pp. 109-127.

*See particularly Harry M. Douty, “Union Impact on Wage Structures,” Pro-

ceedings of Sixth Annual Meeting of Industrial Relations Research Association,
1953.
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out that the restriction of immigration and a declining birth rate
up to the 1940’s tended to reduce the supply of unskilled workers
relative to that of skilled workers and thereby to increase the rela-
tive price of the former. Also the extension of the minimum legal
age for leaving school both delayed the entrance of many young
people into the labor force and increased the numbers eligible for
the more skilled jobs. But the increase in the productivity of un-
skilled labor by its combination with larger quantities of capital
may also have made it economically feasible to raise wages.

Wage differentials since the depression have probably continued
to be affected by the relative supply of skilled and unskilled work-
ers. As previously indicated, the lowest paid, least organized indus-
tries are among those which made the greatest relative gains during
the 1940’s. Workers in these industries undoubtedly benefited from
the pressures for higher wages exerted by organized workers. In
addition, however, many employers in these industries doubtless
raised wages because they were afraid of losing workers to the
higher paying defense industries. So the relative labor supply was
probably important in the decrease of wage differentials even dur-
ing the past decade.

At the same time, however, two powerful forces, the federal
government and the unions, have influenced wage regulation and
wage determination to an unprecedented extent during the past
twenty years. Before the depression of the 1930’s the government
exercised little direct control over wages. Even the unions played
a relatively minor role during this period.®

Since the 1930’s, however, the federal government has assumed
~ an increasingly prominent role. Aside from its direct influence as the
employer of an ever-growing proportion of the labor force, it has at-
tempted to regulate wage differentials under a minimum wage law
and by the policies and decisions of the various wage control and
stabilization boards beginning with the National War Labor Board
in 1942. Each of these has tended to affect wage structures dif-
ferently.

The past twenty years have also witnessed a tremendous growth
in union membership, from 2.9 million in 1933, mostly craftsmen
concentrated in a few industries like construction, railroads, and
printing, to about 17 million in 1952 scattered throughout the econ-

51t has been pointed out that “as late as 1934, union-management contracts
fixed the wages and working conditions for some three or four million workers and
were confined, to a great extent, to the so-called sheltered trades such as printing,
construction, or bakeries, or to regulated industries like railroads.” (see Everett M.

Kassalow, “New Patterns of Collective Bargaining,” Insights into Labor Issues,
ed. by R. A, Lester and J. Shister, Macmillan, 1948, p. 117).
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omy.® Most economists agree that the growth of the big union, like
the growth of big government, has had some impact on wage
structures. Some, like Milton Friedman, believe that the efficacy
of union pressure has been exaggerated. But even Friedman con-
cedes that between 10 and 20 per cent of the labor force “can be
supposed to have had their wages significantly affected by the exist-
ence of unions.” 7

One cannot separate the impact of government and union policy
on wage differentials from those of other forces. The fact that the
policies of both of these major institutions generally coincided with
the changes in wage dispersion does not signify that they caused
these changes.

FAIR LABOR STANDARDS ACT

Federal minimum wage regulation began in 1938 with the pas-
sage of the Fair Labor Standards Act. The statutory minimum wage
set was 25 cents an hour. Subsequently the minimum was raised to
30 cents (1939), 35 cents (1941), 40 cents (1944) and 75 cents
(1950). By 1955 about 24 million of the 44 million workers in
private firms were covered by the law.®

The law could theoretically have reduced dispersion in the dis-
tribution of wages by raising the average level in low-paid indus-
tries more than in high-paid industries and of low-paid workers
more than of high-paid workers. Actually, however, it has probably
had little impact because it was enacted at the beginning of a rela-
tively long period of high employment during which wage rates,
even in covered industries, were substantially above the minimum.
It was estimated in 1954, for example, that an increase in the mini-
mum wage rate for workers covered by the Fair Labor Standards

Act from 75 cents an hour to $1.00 an hour would affect less than
" 2 million workers out of the total of 44 million.? However, there is
some evidence that it influenced the wage structure within at least
one industry—the southern lumber industry.’® This may provide
important clues to the impact of an effective minimum wage law
on the average level and dispersion of wages within industries. The

¢ Statistical Abstract of the United States, 1954, Bureau of the Census, p. 235.

? Milton Friedman, “Some Comments on the Significance of Labor Unions for
Economic Policy,” Impact of the Union, ed. by David McC. Wright, Harcourt,
Brace, 1951.

8 Economic Report of the President, January 1955, p. 58.

° Clarence D. Long, “The Minimum Wage,” mimeographed, May 6, 1954.

®J, F. Walker and Harry M. Douty, “Effects of Minimum Wage in Southern
Sawmills,” and J. F. Walker, “Earnings in the Southern Lumber Industry,” in

the September 1950 and October 1953. issues, respectively, of the Monthly Labor
Review, Dept. of Labor.
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trend of wages in the southern lumber industry has been summar-
ized as follows: “When the first FLSA minimum of 25 cents became
effective in October 1938, the average in the industry rose almost
immediately from about 27 cents to 31 cents. The 5-cent raise in
the minimum a year later increased the average 3 cents, from 32 to
35 cents an hour. The next 5-cent increase in the minimum (to 35
cents) in November 1941 raised the industry average from 39 to
42 cents per hour. . . . The 75-cent minimum, effective January
25, 1950, had the immediate result of raising the average 11 cents
to 80 cents an hour by March 1950.” **

Both the timing and the magnitude of these changes suggest that
this average is very responsive to changes in the statutory minimum
hourly wage. In view of this fact, it is reasonable to assume that the
minimum wage law tends to raise the average level of wages in the
low-paid industries. The law may account in some measure for the
fact that average annual earnings of laborers in the furniture,
lumber, and wood products industry rose proportionately more
between 1939 and 1949 than those of laborers in every other indus-
try for which data are shown, with the exception of the textile and
apparel industry (Table 6).

Although the minimum wage law appears to have had a direct
impact on the average level of wages in the southern lumber indus-
try, apparently it has had only a negligible effect on the dispersion
of wages within the industry. The available evidence is presented in
Table 12, where the relationship in average hourly earnings for six

TABLE 12

Relationship of Average Hourly Earnings of Six Occupations in the
Southern Lumber Industry, 1949, 1950, and 1953

(average earnings of machine off-bearers = 100)

October—
December March April
OCCUPATION 1949 1950* 1953
Teamsters, logging 105 103 104
Truck drivers, logging 106 103 106
Fallers and buckers, hand - 117 114 111
Circular head-saw operators 170 - 153 164
Band-head-saw operators 216 195 206

* The minimum hourly wage was raised to 75 cents on January 25, 1950.
Source: James F. Walker, “Earnings in the Southern Lumber Industry,”
Monthly Labor Review, October 1953, p. 1080.

different types of jobs are examined for a period just preceding an
increase in the statutory minimum wage, immediately after an in-
crease, and three years after the increase.

1 Walker, op. cit., p. 1078.
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The immediate effect of the increase in the minimum wage to 75
cents an hour was a reduction in wage differentials. The average
hourly earnings of machine off-bearers, a low-paying job, rose rela-
tive to the average for each of the other five types of higher-paying
jobs. Three years later, however, the wage differentials before the
increase in the minimum wage had been largely re-established. Al-
though the data indicate that after three years machine off-bearers
had made a slight net gain relative to three of the other skills, the
minimum wage law apparently did not permanently affect the dis-
persion of wages within this industry to any significant degree.

NATIONAL WAR LABOR BOARD

One month after our entry into World War II, the National War
Labor Board (NWLB) was established and given general responsi-
bility for “settling labor disputes which threatened to impede the
effective prosecution of the war.” The NwLB still did not then have
authority to regulate wages, only to “resolve issues in dispute by
mediation, voluntary arbitration, or arbitration under rules of its
own making.” Nearly one year later, in October 1942, it was given
complete jurisdiction over all wage rate adjustments, with the stipu-
lation that it could grant increases in wage rates prevailing in Sep-
tember 1942 only “to correct maladjustments or inequalities, to
eliminate substandards of living, to correct gross inequities, or to
aid in the effective prosecutlon of the war.” 12

Thus, at the very inception of the wartime regulation, prov1S10n
was made for wage adjustments consistent with the established gov-
ernment policy of raising the lower end of the income curve. Even
before the authority for wartime wage controls was officially turned
over to the NWLB, President Roosevelt stated in his anti-inflation
message to Congress on April 27, 1942, that “the existing machin-
ery for labor disputes will . . . continue to give due consideration
to inequalities and to the elimination of substandards of living.” **

The NWLB used three major administrative techniques in de-
ciding whether or not to grant wage increases: (1) the “Little
Steel Formula”; (2) the bracket system; and (3) the substandard
policy.

The Little Steel Formula
Superficially, the Little Steel Formula appears to have tended
to maintain wage differentials existing at the outbreak of the war—

* Termination Report of the National War Labor Board, Dept. of Labor, 1947,
Vol. 1, pp. 7 and 8.
® Ibid., p. 211.
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and it has been so interpreted by some authors **—since it permit-
ted an increase in straight-time hourly earnings of 15 per cent over
the January 1941 levels. However, “One of the fundamental con-
cepts of the Little Steel Formula was that it should be applied to
combined occupational groups rather than to individual employees
or to individual job classifications in order that all workers in the
unit should receive the same wage or salary adjustment in cents
per hour, and, that, percentagewise, the unskilled relatively low-
paid workers should receive greater increases than the skilled, high-
paid workers.” 13

The Little Steel Formula provided a basis for compensating
workers for increases in the cost of living and for stabilizing the
general level of wages. It did not provide an effective basis for
adjusting wage rates in new plants or in plants converting to the
manufacture of new products. And it was not suitable for adjusting
problems associated with wage differentials between plants in an
industry or an area. To deal with “interplant 1nequ1t1es the wage
rate bracket approach was adopted.

Wage Brackets

The wage bracket was defined as “a band of rates or rate ranges
from minimum to maximum representing the sound, tested, and
stable rates paid by employers for a particular job classification in
a particular industry and labor market area.” '* This range was
then converted to a single rate bracket minimum,'” and rates below
the minimum could be raised to it. However rates within the bracket
could not be increased on the basis of comparisons with other
plants.

The effect was to reduce the dispersion of wages by raising the
wage level for the lowest-paid workers. Within each occupation in
a given industry and locality, most wage rates of the lowest-paid
workers were raised to a point 10 per cent below the average for
that group. About 60 per cent of the approvals of wage rate in-
creases by the NWLB were made on the basis of the bracket system.*®
This procedure, therefore, was very important in the general reduc-
tion in the dispersion of wages during the war.

¥ David R. Roberts, “The Meaning of Recent Wage Changes,” Insights into
Labor Issues, p. 201.

1 Termination Report of the National War Labor Board, Vol. 1, p. 201..

© Ibid., p. 230.

¥ Two methods were employed to convert the range of rates to a single rate.
The procedure recommended by the NWLB and the one most commonly used
established the single-rate bracket minimum at 10 per cent below the weighted
average of rates for the given occupanon, industry, and area. The other method
was to set the single-rate bracket minimum at the first substantial cluster of rates

for the occupation, industry, and area.
* Roberts, op. cit., p. 227.
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Substandard Rates

Wage increases granted by the NwLB for “eliminating substand-
ards of living” were specifically designed to raise the incomes of
the lowest-paid workers. In general, the Board interpreted its task .
as one of determining “an appropriate minimum up to which wage
adjustments could voluntarily be made to correct substandards of
living.” ** In accordance with this policy, the NwLB decided in
February 1943 that wage rates could be raised up to 40 cents an
hour without obtaining approval.®*® The permissive minimum was
raised to 50 cents an hour in November 1944 and, finally, to 55
cents an hour in August 1945. To make its substandard policy con-
sistent with its wage rate brackets, the NwLB permitted wages be-
low the substandard rate to be increased to that level. However, in-
creases at higher wage rates had to be tapered progressively to zero
at 70 cents per hour. In other words, no wage rate increases were
permitted on the basis of the substandard policy for rates of 70
cents an hour or more. The net effect of this procedure, as in the
case of the Little Steel Formula and the wage-rate bracket policy,
was to raise the level of the lowest paid workers relative to others.

UNION POLICY

During recent years, labor unions have increasingly demanded
higher wages in terms of uniform cents-per-hour increases. Such in-
creases, of course, tend to reduce the dispersion of wages since they
result in greater relative gains for lower-paid workers. This in-
clination on the part of organized labor was manifested even before
the outbreak of World War II. However, its greatest actual impact
on the distribution of wages began with the cessation of hostilities.

About six months after the end of World War II, the United
States experienced some of the greatest strikes in its history. Among
the first and the most important, because they set the pattern for
later demands and settlements, were the steel strike (750,000 work-
ers), the electrical workers (200,000), the automobile workers
(200,000), the meat packers (125,000), and the oil workers (35,-
000). Altogether, about 1,750,000 workers were idled by strikes in
January 1946 alone.

What were the wage demands of these strikes? The United Steel
Workers of America (c1o) and the United Electrical, Radio and
Machine Workers of America (c1o) both demanded an increase of
$2 per day.** In the meat-packing industry, the United Packing-
house Workers (cro) initially demanded a wage increase of 25
cents per hour; the Amalgamated Meat Cutters and Butcher Work-

* Ibid., p. 211.  Ibid., p. 212.
% Monthly Labor Review, March 1946, pp. 426 ff.

373



USES OF INCOME DATA

men of North America (AFL) a minimum wage rate of $36 per
week, but were willing later to accept a straight increase of 15 cents
per hour. At some point in each of these strikes the unions de-
manded a uniform cents-per-hour increase. Only the United Auto-
mobile Workers (c10) and the Oil Workers International (c1o)
stated their demands in percentage terms, both demanding a 30 per
cent increase. (Ultimately the automobile workers settled for a
uniform cents-per-hour increase of 18% cents and the oil workers
received an 18 per cent increase.) In addition, numerous other
disputes during the first year after VJ Day were settled on a uniform
cents-per-hour basis.

Since the early postwar strikes, organized labor has shifted its
major emphasis to demands for pension and welfare and other
funds. However, many unions have continued to press for uniform
cents-per-hour increases; and some contracts, particularly in the
motor vehicle industry, feature automatic uniform changes in wage
rates for annual increases in productivity or for changes in the cost
of living.

Appendix A: Definitions and Explanations

DEFINITIONS

Money Wages

This is the total money earnings received for work performed as an
employee during the calendar year preceding the date of the census. Thus,
in the 1950 census, the money wages refer to earnings during 1949. They
include wages, salaries, Armed Forces pay, commissions, tips, piece-rate
payments, and cash bonuses earned, before deductions were made for
taxes, bonds, pensions, union dues, and so forth. They do not include
the value of free meals, board, or other wages “in kind,” or earnings from
the operation of a farm, business, or professional practice.

Occupation, Industry and Class of Worker

The data on industry, occupation, and class of worker refer to the job
held during the survey week. Persons employed at two or more jobs were
reported in the job at which they worked the greatest number of hours
during the week. Persons who were unemployed during the survey week
were classified according to their last civilian job.

Wage workers are persons who worked as employees for wages or
salaries. They include not only factory operatives, laborers, clerks, and
so forth, who worked for wages, but also other persons working for
tips or for room or board, salesmen, and other employees working for
commissions, and salaried business managers, corporation executives,
and government officials.

The industrial and occupational. classification systems used in the
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1940 census are basically the same as those used in 1950. An attempt
was made to make each group as comparable as possible for 1940 and
1950. There are, however, a number of differences in the specific con-
tent of particular groups. The industry data shown for 1940 have not
been entirely adjusted for comparability with the 1950 classification sys-
tem. But available evidence indicates that the 1940-1950 relationships
shown by the data are not significantly affected by these differences. The
1940 classification by class of worker is similar to the 1950 classification.

METHOD OF ESTIMATING AGGREGATE WAGE OR SALARY INCOME

An estimate of the number of persons at each income level was ob-
tained by distributing those not reporting on income among all the income
levels in the same proportion as those that did report. A mean income
was then selected for each wage income level, and estimates of aggregate
wages were obtained by multiplying the number of persons at each in-
come level by the mean for that level. '

For income levels under $10,000, the midpoint of each level was as-
sumed to be the mean. The open-end interval in the 1950 census was
“$10,000 and over.” The Current Population Survey for April 1951 and
other sources indicated that $20,000 was a reasonable estimate of the
mean wage income for this interval. The open-end interval in the wage
data for 1939 was “$5,000 and over.” Income tax returns for that year
and data obtained in the income surveys indicated that $9,000 was a rea-
sonable estimate of the mean wage or salary income for this interval.

METHOD OF CLASSIFYING INDUSTRIES BY DECILES

Table B-5 shows industries classified by level of wage income in 1939
and 1949 and Table B-6 shows a similar classification by dispersion. of
wage income. The procedure described below was used to prepare Table
B-5. A similar procedure was used for Table B-6.

A listing of industries ranked from lowest to highest by mean wage in-
come was prepared for 1939 and a separate listing for 1949. Each listing
showed the name of the industry, the average income, and the proportion
of all wage workers included in the industry. On the basis of these listings,
the industries were grouped into tenths.

COMPARABILITY OF CENSUS RESULTS WITH OTHER DATA

One method of appraising the accuracy of the wage or salary data ob-
tained for specific industries in the 1940 and 1950 decennial censuses
is to compare them with similar information from other sources. All the
comparisons attempted in this paper must be regarded as rough approxi-
mations because they are subject to a wide range of error attributable to
differences in definition. However the data may indicate the probable
direction and magnitude of ‘error in the census results for specific in-
dustries. o .

Table A-1 shows the mean wage income in 1949 for workers in seven-
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TABLE A-1

Estimates of 1949 Mean Wage Income for Workers in Seventeen Manufacturing Industries,
Census of Population, National Income Division, and Survey of Manufactures

: . Difference:
National 2)-1) 3H-)
" Census of Income Survey of as % of as % of

INDUSTRY Population® Division® Manufactures * 2) 3

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

Food and kindred products $2,680 $2,926 $2,870 8.4 6.6

Tobacco manufactures 1,960 2,089 2,063 6.2 5.0

Textile mill products 2,279 2,565 2,542 11.2 10.3

Apparel and related products 2,026 2,383 2,341 15.0 13.5

Lumber and furniture products 2,083 2,463 . 2,382 154 12.6

Paper and allied products 2,858 3,230 3,174 11.5 10.0

Printing and publishing 3,210 3,653 3,629 12.1 11.5

Chemicals and allied products 3,313 3,529 3,418 6.1 3.1

Petroleum and coal products 4,058 4,179 3,936 2.9 —-3.1

Rubber products 3,033 3,225 3,208 6.0 5,5

Leather and leather products 2,143 2,410 2,376 11.1 9.8

Stone, clay, and glass products 2,759 3,014 2,920 8.5 5.5

Metals 3,021 3,366 3,361 10.2 10.1

Machinery, except electrical 3,248 3,478 3,520 6.6 7.7

Electrical machinery 2,950 3,247 3,234 9.1 8.8

Transportation equipment 3,251 3,604 3,595 9.8 9.6
Miscellaneous manufacturmg :

industries 2,692 2,961 2,983 . 9.1 9.8

® Derived from Appendix Table B-4.

® Derived from National Income and Product of the United States, 1929-1950, Dept. of
Commerce, 1951, Table 14 (wages and salaries by industry) and Table 25 (average number
of full-time and part-time employees by industry).

¢ Derived from Annual Survey of Manufactures, 1949 and 1950, Bureau of the Census 1952,
Table 4, p. 17.

teen manufacturing industry groups. These data were obtained from the
National Income Division (NID) of the Department of Commerce, the
1950 Survey of Manufactures (M) conducted by the Bureau of the
Census, and the 1950 Census of Population. Table A-2 shows the mean
wage income for all industries and is based on information obtained
from the NID and the 1950 census. Several important conceptual differ-
ences underly these data. In the sm each plant was asked to report the
total wages and salaries paid to all employees. Average employment was
reported by each plant for the four pay periods nearest the 15th of
March, May, August, and November. The Nip data for manufacturing
industries are based largely on the quarterly reports filed by each em-
ployer with the Bureau of Employment Security. These reports contain
a list of all employees and the taxable earnings paid to each employee.
The estimates prepared from the sM and from the NID data are con-
ceptually very similar since they are based largely on reported payroll
information taken from the accounting records of establishments. In
contrast, the 1950 census averages for each industry represent the wages
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and salaries paid to persons employed in that industry in April 1950 or
who were then unemployed but worked in that industry at their last job.
Thus the wages of individuals who left the labor force during the year
would not appear in the census data by industry, but they would be re-
flected in the series based on establishment reports. Many people who
do some work during a given year are not in the labor force in a par-
ticular month. In January 1952, for example, about one-third of the men
and one-sixth of the women who were not in the labor force did some
work during the preceding year.?” In addition, the wages and salaries of
workers who changed jobs during the year or who had more than one
job at the time of the survey were all attributed to the industry at which
most time was spent during the survey week in the census data. In con-
trast, in the establishment reports all such earnings were allocated to the
industry in which the earnings were actually made.

One can only speculate about the net effect of these conceptual differ-
ences. There can be little question that the census aggregates tend to be
lower than those derived from establishment reports because of the ex-
clusion of the wages of persons who left the labor force. The impact
of these differences on the averages, however, is more difficult to deter-
mine. The census averages tend to be higher than those based on estab-
lishment reports because of the exclusion of workers who left the labor
force and who typically have lower earnings. The impact of multiple job
holders (either at a given time or throughout the year) on the averages
for both series is indeterminate because it tends to raise some averages
and depress others. :

Table A-1 indicates that the census averages are below those derived
from the NID in all of the seventeen manufacturing industries for which
data are shown. The difference was between $200 and $300 (6 and 10
per cent) in most cases. Only in two industries (apparel and lumber) was
the difference between the estimates as great as 15 per cent. One possible
explanation is that in 1949 these two industries had a considerably larger
proportion of part-year workers than most other manufacturing indus-
tries.?? Conversely, the similarity of the estimates for the petroleum
and coal products industry may be related to the fact that this industry
had the largest proportion of full-year workers in 1949.

Census and NID estimates of mean wage income for all industries for
1939 and 1949 are shown in Table A-2. These figures again emphasize
the tendency for the census estimates to be lower than those based on
establishment reports. The census estimates in 1949 exceeded NID in only
nine industries. In seven of these industries, however, the census estimates
for 1939 were also higher than those based on Nip figures. This fact
is significant because it suggests that there is a certain degree of stability
in the relationship between the two sets of data. In the manufacturing

® Current Population Reports-Labor Force, Bureau of the Census, Series
P-50, No. 43, 1953, Table 5.

# Derived from 1950 Census of Population, Vol. 1, Characteristics of the Popu-
lation, Part 1, United States Summary, Table 135.
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CHANGES IN WAGE DISTRIBUTION

industries, there was considerable improvement in the consistency of
the results between 1939 and 1949. In all but four of the manufacturing
industries the percentage difference between the census and NID averages
were reduced between 1939 and 1949. The lumber and apparel indus-
tries, which showed the greatest relative differences among manufacturing
industries in 1949, were also among those with the greatest relative dif-
ferences in 1939. Similarly, the petroleum and coal industry, which
showed the smallest relative difference in 1949, also showed the smallest
relative difference in 1939. The most striking changes in the relation-
ships between the two series were found in transportation. In the auto-
mobile manufacturing industry the percentage difference between the
census and NID average was reduced from 20 per cent in 1939 to 10 per
cent in 1949 and in industries which manufactured transportation equip-
ment other than automobiles the differential was reduced from 17 to 9
per cent.

Among nonmanufacturing industries, there appears to be a wide varia-
tion in the consistency of the results produced by the two series. The
estimates tended to be most consistent in the following industry groups:
wholesale and retail trade; banking, insurance, and real estate; and com-
munications and public utilities. Only two of the specific industries within
these groups showed differences as great as 10 per cent in 1939 or 1949.
The group of service industries was the only one in which the census
estimates were typically greater than NID ones. One-half of all industries in
in which the census average exceeded NID one were in the service trades.
The contract construction industry showed widely divergent averages in
the census and NID in 1939 and 1949. In 1939, the NID average was 24
per cent greater than the census one, in 1949, 18 per cent greater. The
census and NID estimates for the mining industry also differed markedly
in 1939 and 1949. Within this group, only the crude petroleum and
natural gas production industry produced census and NID averages which
did not differ significantly in 1939 or 1949. The averages for other min-
ing industries ranged from a minimum of 10 per cent for metal mining in
1949 to a maximum of 27 per cent for coal mining in 1939. In transporta-
tion, as in mining and construction, wide differences between the census
and NID estimates were typical.
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TABLE B-§
Industries Ranked by Mean Wage Income of All Workers, 1939 and 1949

1939

1949

Lowest Tenth

Agriculture (3)
Private households (143)

Agriculture (3)

Five and ten cent stores (116)
Eating and drinking places (124)
Private households (143)

Hotels and lodging places (144)

Second Tenth .

~ Forestry (4)

Logging (15)
Sawmills (16)
Canning and preserving (48)
Yarn, thread, and fabric mills (59)
Five and ten cent stores (116)
Eating and drinking places (124)
Hotels and lodging places (144)
Dressmaking shops (146)

Logging (15)

Sawmills (16)

Canning and preserving (48)

Tobacco manufacturing (54)

Apparel and accessories manufacturing
(62)

Taxicab service (88)

Gasoline service stations (122)

Drug stores (123)

Retail florists (128)

Laundering, cleaning (145)

Dressmaking shops (146)

Bowling alleys and miscellaneous enter-
tainment (150)

Medical and other health services (152)

Third Tenth

Fisheries (5)

Coal mining (8)

Tobacco manufacturing (54)

Knitting mills (56)

Apparel and accessories manufacturing
(62)

Miscellaneous fabricated textile prod-
ucts (63)

Footwear excluding rubber (79)

Taxicab service (88)

Gasoline service stations (122)

Retail florists (128)

Laundering, cleaning (145)

Bowling alleys and miscellaneous enter-
tainment (150)

Medicine and other health services
(152) '

Nonmetallic mining and quarrying ex-
cluding fuel (10)

Construction (11)

Confectionery and related products
(51)

Leather products, excluding footwear

. (80)

Forestry (4)

Miscellaneous wood products (17) .

Knitting mills (56)

Yarn, thread, and fabric mills (59)

Miscellaneous fabricated textile prod-
ucts (63) .

Footwear excluding rubber (79)

Leather products, excluding footwear
(80)

Foz)d ;t)ores excluding dairy products

11

General merchandise stores (115)

Apparel and accessories stores (117)

Not specified retail trade (132)

Welfare and related services (154)

Fourth Tenth

Fisheries (5)

Coal mining (8)

Furniture and fixtures (18)

Pottery and related products (23)

Confectionery and related products
(51)

Warehousing and storage (87)

continued on next page
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TABLE B-5, continued

1939

1949

Food stores excluding dairy products
(113)

General merchandise stores (115)

Drug stores (123)

Not specified retail trade (132)

Hardware and farm implements (125)
Miscellaneous retail stores (131)
Real estate (136)

Auto repair service and garages (140)
Educational services (153)

Fifth Tenth

Miscellaneous wood products (17)

Furniture and fixtures (18)

Structural clay products (22)

Pottery and related products (23)

Watches, clocks, and miscellaneous
manufactures (43)

Dyeing and finishing textiles (57)

Miscellaneous textile mill products (60)

Paperboard containers and boxes (66)

Trucking service (86)

Warehousing and storage (87)

Apparel and accessories stores (117)

Fuel and ice retailing (130)

Miscellaneous retail stores (131)

Real estate (136)

Auto repair service and garages (140)

Miscellaneous repair services (141)

Construction (11)

Structural clay products (22)

Watches, clocks, and miscellaneous
manufactures (43)

Miscellaneous textile mill products (60)

Water supply and sanitary service (99)

Shoe stores (118)

Household appliance and radio stores
(120)

Liquor stores (127)

Jewelry stores (129)

Fuel and ice retailing (130)

Miscellaneous repair services (141)

Sixth Tenth

Metal mining (7)-

Glass and glass products (20)

Cement, concrete, gypsum and plaster
products (21)

Miscellaneous nonmetallic mineral and
stone products (24)

Other primary iron and steel industries
and fabricated steel (28)

Railroad and miscellaneous transporta-
tion equipment (40)

Bakery products (50)

Miscellaneous food preparation (53)

Carpets and rugs (58)

Pulp, paper and paperboard mills (65)

Miscellaneous paper and pulp products
(67)

Synthetic fibers (70)

Leather; tanned, curried and finished
(78)

Not specified manufacturing industries
(81).

Water transportation (89)

Shoe stores (118) :

Furniture and house furnishings stores
(119)

Nonmetallic mining and quarrying, ex-
- cluding fuel (10)

- Glass and glass products (20)

Cement, concrete, gypsum, and plaster
products (21) :

Meat products (46)

Dairy products (47)

Grain mill products (49)

Bakery products (50) -

Miscellaneous food preparation (53)

Dyeing and finishing textiles (57)

Paperboard containers and boxes (66)

Mi(scellaneous paper and pulp products

67) .

Leather; tanned, curried and finished
(78)

Not specified manufacturing industries
(81)

Trucking service (86)

Telephone (94)

Furniture and house furnishings stores
(119)

Lumber and building material retailing
(126)

State and local public administration
(159)

continued on next page
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TABLE B-5, continued

1939

1949

Household appliance and radio stores
(120)

Hardware and farm implements (125)

Lumber and building material retailing
(126)

Liquor stores (127)

Seventh Tenth

Blast furnaces, steel works, and rolling
mills (27)

Nonferrous metals and their products
(29)

Not specified metal industries (30)

Agricultural machinery and tractors
(32)

Motor vehicles and motor vehicle
equipment (37)

Aircraft and parts manufacturing (38)

Meat products (46)

Dairy products (47)

Grain mill products (49)

Rubber products (76)

Services incidental to transportation
(92)

Telegraph (95)

Water supply and sanitary services (99)

Dairy products stores (114)

Motor vehicles and accessories retailing
(121)

Jewelry stores (129)

Accounting, auditing, bookkeeping, and
miscellaneous business service (139)

Welfare and related services (154)

Metal mining (7)

Miscellaneous nonmetal mlmng and
stone products (24)

Other primary iron and steel industries
and fabricated steel (28)

Nonferrous metals and thelr products
(29)

Agricultural machinery and tractors
(32)

Electrical machine equipment and sup-
plies (35)

Ship and boat building (39)

Beverage industries (52)

Carpets and rugs (58)

Pulp, paper, and paperboard mills (65)

Synthetic fibers (70)

Rubber products (76)

Street railways and bus lines (85)

Telegraph (95)

Services incidental to transportation
(92)

Gas and steam supply systems (98)

Dairy products stores (114)

Accounting, auditing, bookkeeping and
miscellaneous business service (139)

Theaters and motion pictures (149)

Eighth Tenth

Miscellaneous machinery (34)

Electrical machine equipment and sup-
plies (35)

Ship and boat building (39)

Professional and photographlc equip-
ment (42)

Beverage industries (52)

Drugs, medicines, and miscellaneous
chemicals (72)

Miscellaneous petroleum and coal
products (75)

Educational services (153)

Federal public administration (158)

Blast furnaces, steel works and rolling
mills (27)

Not specified metal industries (30)

Professional and photographic equip-
ment (42)

Railroads and railway express services
(84)

Water transportation (89)

Motor vehicles and accessories retailing
(121)

Banking and credit agencies (134)

Postal service (157)

Ninth Tenth

Office and store machinery and devices

(33)

Printing, publishing, and allied indus-
tries (68)

continued on next page
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TABLE B-5,

concluded

1939

1949

Printing, publishing, and allied indus-
tries (68)

Railroads and railway express service
(84)

Street railway and bus lines (85)

Petroleum and gas pipe lines (91)

Gas and steam supply systems (98)

Wholesale trade (101)

Theaters and motion pictures (149)

Highest

Crude petroleum and natural gas ex-
traction (9)

Paints, varnishes, and related products
71)

Petroleum reﬁmng (74)

Air transportation (90)

Telephone (94)

Electric light and power and other utlll-
ties (97)

Banking and credit agencies (134)

Insurance (135)

Advertising (138)

Radio broadcasting (148)

Legal, engineering, and architectural
services (155)

Postal service (157)

State and local public administration
(159)

Wholesale trade (101)
Insurance (135)
Federal public administration (158)

Tenth

Crude petroleum and natural gas ex-
traction (9)

Office and store machinery and devnces
(33)

Miscellaneous machinery (34)

Motor vehicles and motor vehicle
equipment (37) .

Aircraft and parts manufacturing (38)
Railroad and miscellaneous transporta-
tion eqmpment manufacturing (40)

Paints, varnish, and related products
(71)

Drugs, medicines, and miscellaneous
chemicals (72)

Petroleum refining (74)

Miscellaneous petroleum and coal prod-
ucts (75)

Air transportation (90)

Petroleum and gas pipe lines (91)

Electric light and power and other utili-
ties (97)

Advertising (138)

Radio broadcasting (148)

Legal, engineering, and architectural
services (155)

Source: Derived from Table B-4.
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TABLE B-6

Industries Ranked by Dispersion [(Q: — Q1) / Q:] of Wage Income of Male
Workers, 1939 and 1949

1939

1949

Lowest Tenth

Crude petroleum and natural gas ex-
traction (9)

Pottery and related products (23)

Nonferrous metals and their products
(29)°

Agricultural machinery and tractors
(32)

Motor vehicles and motor vehicle
equipment (37)

Meat products (46)

Carpets, rugs, and other floor coverings
(58)

Pulp, paper, and paperboard mills (65)

Synthetic fibers (70)

Petroleum refining (74)

Leather: tanned, curried and finished
(78)

Street railways and bus lines (85)

Electric light and power, electric gas
and other not specified utilities (97)

Gas and steam supply systems (98)

Postal service (157)

Blast furnaces, steel works and rolling
mills (27)

Agricultural machinery and tractors
(32)

Motor vehicle and motor vehicle equip-
ment (37)

Aircraft and parts (38)

Railroad and miscellaneous transporta-
tion equipment (40)-

Synthetic fibers (70)

Petroleum refining (74)

Rubber products (76)

Street railways and bus lines (85)

Petroleum and gasoline pipe lines (91)

Postal service (157)

Second Tenth

Glass and glass products (20)

Blast furnaces, steel works, and rolling
mills (27)

Office and store machines and devices
(33)

Professional and photographic equip-
ment and supplies (42)

Bakery products (50)

Dyeing and finishing textiles, exclusive
of knit goods (57)

Yarn, thread and fabric mills (59)

Paints, varnishes, and refated products
(71)

Miscellaneous petroleum and coal prod-
ucts (75)

Rubber products (76)

Petroleum and gasoline pipe lines (91)

Telephone (wire and radio) (94)

Liquor stores (127)

State and local public administration
(159)

Metal mining (7)

Crude petroleum and natural gas ex-
traction (9) :

Miscellaneous machinery (34)

Ship and boat building and repairing
(39)

Meat products (46)

Dyeing and finishing textiles except
knit goods (57)

Pulp, paper, and paperboard mills (65)

Miscellaneous petroleum and coal prod-
ucts (75)

Gas and steam supply systems (98)

State and local public administration
(159)

Third Tenth

Metal mining (7)
Cement, and concrete, gypsum, and

Other primary iron and steel and fabri-
cated steel products (28)

continued on . next page
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TABLE B-6, continued

1939

1949

plaster products (21)
Other primary iron and steel and fabri-
cated steel products (28)
Not specified metal industries (30)
Miscellaneous machinery (34)
Electrical machinery, equipment and
supplies (35)
Dairy products (47)
Miscellaneous textile mill products (60)
Paperboard containers and boxes (66)
Footwear, except rubber (79)
Taxicab service (88)
Water supply and sanitary services (99)
Hardware and farm implement stores

(125)

Nonferrous metals and their products
(29)

Office and store machines and devices
(33)

Electrical machinery equipment and
supplies (35)

Professional and photographic equip-
ment and supplies (42)

Carpets, rugs, and other floor coverings
(58)

Paints, varnishes and related products
(71)

Leather: tanned, curried, and finished
(78)

Railroads and railway express service
(84)

Electric light and power, electric gas
and other not specified utilities (97)

Fourth Tenth

Coal mining (8)

Structural clay products (22)

Miscellaneous nonmetallic mineral and
stone products (24)

Aircraft and parts (38)

Miscellaneous paper and pulp prod-
ucts (67)

Not specified manufacturing industries
(81)

Railroads and railway express service
(84)

Household appliance and radio stores
(120)-

Motor vehicles and accessories retailing
(121)

Coal mining (8)

Glass and glass products (20)

Cement, and concrete, gypsum, and
plaster products (21)

Pottery and related products (23)

Miscellaneous nonmetallic mineral and
stone products (24)

Dairy products (47)

Beverage industries (52)

Yarn, thread and fabric mills (59)

Miscellaneous textile mill products (60)

Miscellaneous paper and pulp products
(67)

Drugs, medicine and miscellaneous
chemicals and allied products (72)

Air transportation (90)

Services Incidental to transportation
(92)

Telephone (wire and radio) (94)

Water supply and sanitary services (99)

Federal public admnmstratlon (158)

Fifth Tenth

Furniture and fixtures (18)

Ship and boat buildings and repairing
(39)

Watches, clocks, and miscellaneous
manufacturing industries (43)

Grain-mill products (49)

Confectionery and related products
(51)

Beverage industries (52)

Structural clay products (22)

Not specified metal industries (30)

Watches, clocks, and miscellaneous
manufacturing industries (43)

Grain mill products (49)

Bakery products (50)

Confectionery and related products
(51)

Miscellaneous food preparations and

continued on next page
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TABLE B-6, continued

1939

1949

Leather products, except footwear (77)

Services incidental to transportation
(92)

Dairy products stores and milk retailing
(114)

General merchandise stores (115)

Shoe stores (118)

Furniture and housefurnishings stores
(119)

Lumber and building material retailing ,

(126)

Banking and credit agencies and security
and commodity brokers companies
(134)

Real estate, including real estate insur-
ance-law offices (136)

Laundering, cleaning and dyeing service .

(145)

kindred products and food industries
not specified (53)

Paperboard containers and boxes (66) -

Footwear, except rubber (79)

Not specified manufacturing industries
(81)

Trucking service (86)

Warehousing and storage (87)

Wholesale trade (101)

Dairy products stores and milk retail-
ing (114)

Motor vehicles and accessories retailing
(121)

Hardware and farm implement stores
(125)

Liquor stores (127)

Sixth Tenth

Miscellaneous wood products (17)

Railroads and miscellaneous transporta-
tion equipment (40)

Miscellaneous food preparations and
kindred products and not specified
food industries (53)

Knitting mills (56)

Apparel and accessories (62)

Drugs, medicine, and miscellaneous
chemicals and allied products (72)

Air transportation (90)

Apparel and accessories stores, except
shoe stores (117)

Retail florists (128)

Jewelry stores (129)

Miscellaneous retail stores (131)

Insurance (135)

Automobile repair services and garages
(140)

Dressmaking and shoe repair shops and
miscellaneous personal services (146)

Medical and other health services (152)

Nonmetallic mining and quarrymg ex-
cept fuel (10)

Furniture and fixtures (18)

Tobacco manufacturers (54)

Miscellaneous fabricated textile prod-
ucts (63)

Leather products (77)

Taxicab service (88)

Water transportation (89)

Telegraph (wire and radio) (95)

Lumber and building material retailing
(126)

Fuel and ice retailing (130)

Banking and credit agencies and secur-
ity and commodity brokers com-
panies (134)

Insurance (135)

Accounting, auditing, bookkeeping and
miscellaneous business services (139)

Automobile repair services and garages
(140)

Miscellaneous repair services (141)

Seventh Tenth

Trucking service (86)

Wholesale trade (101)

Food stores, except dairy products
(113)

Eating and drinking places (124):

Welfare and religious services and non-
profit member organizations (154)

" Miscellaneous wood products (17)

Knitting mills (56)

Apparel and accessories (62)

General-merchandise stores (115)

Apparel and accessories stores, except
shoe stores (117)

Shoe stores (118)

Furniture and house furnishings stores -
(119)

continued on next page
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1939

1949

Eighth

Nonmetallic mining and quarrying ex-
cept fuel (10)

Tobacco manufactures (54)

Miscellaneous fabricated textile prod-
ucts (63)

Printing, publishing and allied indus-
tries (68)

Warehousing and storage (87)

Water transportation (89)

Five and ten cent stores (116)

Gasoline service stations (122)

Fuel and ice retailing (130)

Not specified retail trade (132)

Accounting, auditing, bookkeeping and
miscellaneous business services (139)

Miscellaneous repair services (141)

Hotels and lodging places (144)

Radio broadcasting and television
(148)

Educational services (153)

Household appliance and radio stores
(120)

Jewelry stores (129)

Miscellaneous retail stores (131)

Real estate, including real estate-insur-
ance-law offices (136)

Laundering, cleaning and dyeing serv-
ices (152) :

Medical and other health services (153)

Educational services (153)

Tenth
Construction (11)

Dressmaking and shoe repair shops and
miscellaneous personal services (146)

Ninth Tenth

Agriculture (3)

Logging (15)

Sawmills, planing mills and mill work
(16)

Legal, engineering and architectural
services and miscellaneous profes-
sional services (155)

Canning and preserving fruits, vegeta-
bles and sea food (48)

Printing, publishing, and allied indus-
tries (68)

Food stores, except dairy products
(113)

Gasoline service stations (122)

Eating and drinking places (124)

Retail florists (128)

Not specified retail trade (132)

Advertising (138)

Hotels and lodging places (144)

Radio broadcasting and television (148)

Legal, engineering and architectural
services and miscellaneous profes-
sional services (155)

Highest Tenth

Forestry (4)
_Fisheries (5)

Agriculture (3)
Forestry (4)

continued on next page
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1939

1949

Construction (11)

Canning and preserving fruits, vegeta-
bles and sea foods (48)

Telegraph, wire and radio (95)

Drug stores (123)

Advertising (138)

Private households (143)

Theaters and motion pictures (149)

Bowling alleys, billiard and pool parlors
and miscellaneous entertainment and
recreation services (150)

Federal public administration (158)

Fisheries (5)

Logging (15)

Sawmills, planing mills, and mill work
(16)

Five and ten cent stores (116)

Drug stores (123)

Private households (143)

Theaters and motion pictures (149)

Bowling alleys, billiard and pool par-
lors and miscellaneous entertainment
and recreation services (150)

Welfare and religious services and non-

profit member organizations (154)

COMMENT

PaurL R. KERSCHBAUM, BUREAU OF LABOR STATISTICS

Everyone who has examined earnings or wage statistics will readily
agree that income trends, both secular and during the forties, were
in the direction of narrowed differentials of all kinds: occupational,
interplant, interindustry, and interregional. The difficulty lies in
the development of an analysis of the myriad forces that account
for it and in placing a value on each factor. An analysis based on
aggregates of one sort or another will most likely neglect a variety
of forces—forces often contending for supremacy, often indeed in
conflict. On the other hand, as data are broken down by occupa-
tion, plant size, geographic location, composition of the work force,
product classes, and a host of other relevant compartments, the ma-
terial becomes increasingly meaningful, but unwieldly.

NARROWING OF INCOME DIFFERENTIALS

I agree with Herman Miller’s contention that government action,
principally in the form of National War Labor Board policies and
procedures, contributed to a narrowing of income differentials. In
the forties, however, a combination of many factors was reinforc-
ing the secular trend toward narrowed differentials. It was a period
of war-lmpelled demand for workers, some rise in prices, and ad-
vances in both earnings and wage rates. Government action was
deliberately designed to ease the burden on low-income recipients,
partly because the impact of inflation falls most heavily on this
group. The action, however, was also designed as a general anti-
inflationary measure.
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A second factor was the continuing advance in the level of edu-
cation. In 1940 one out of seven in the working population had
completed high school; the proportion had increased to one in five
by 1950. Extension of the schooling period resulted in a relatively
smaller supply of unskilled workers, and a larger supply of workers
qualified for Jobs requiring higher skills. The continued restriction

of immigration, which began in the twenties had the same result.

A third factor was the need because of the war effort to draw into
the industrial labor force many persons formerly in agriculture,
women from their homes, and youths. Special inducements were
necessary to-redirect their efforts to totally different activities; often
they had to move from the country to the city.

A fourth factor was the increasing use of machinery, which
tended to expand the job content in relatively unskilled occupations
and to reduce the variety of skills required of operatives and crafts-
‘men. In short, for the forties at least, government action and union
activity reinforced the effects of strong social forces which by them-
selves would have produced a narrowing of differentials.

I agree also with Miller’s opinion that union activity contributed
to the narrowing of wage differentials, but its impact is not similar
to that of government action. National unions usually bargain with
a single employer, or with local groups of employers, and collective
bargaining has been described as “decentralized in the sense that
each national union charts its own course. There is a certain amount
of informal consultation, emulation, and rivalry among unions in
the same or neighboring industries. A pattern established by one
union in a particular year may be virtually binding on another
union especially if the two are rivals for the same clientele. Apart
from competitive emulation, however, there is no central coordina-
tion of wage policy by the top federations.” * Unions may affect
workers’ attitudes, may have an impact on the hiring and promo-
tion practices of an employer, and may affect the way in which
labor is recruited. They may influence wages by controlling the
number of workers admitted to particular industries, but neither the
closed shop nor union restriction on employment is very important
in the United States. -

UNSETTLED PROBLEMS

I would like to comment on several other points concerning
Miller’s statistics. First, I have already mentioned the difficulty of
comparing occupational differentials over a ten year span. The

*Lloyd G. Reynolds and Cynthia H. Taft, The Evolution of Wage Structure,
Yale University Press, 1956, p. 317.
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changing content of seemingly comparable jobs poses problems in
analyzing occupational differentials.

A second element, not treated by Miller, is the increase in the
size of money differentials during the forties. A Bureau of Labor
Statistics study of the period from 1939 to 1948,% showed generally
greater cents-per-hour increases in high-paid than in low-paid in-
dustries. To take extreme examples: the 1939 average hourly earn-
ings in the newspaper industry of about $1.00 (the highest among
103 industries for which data were calculated) had risen by 1948
to $1.89 (89 per cent); cotton manufactures, on the other hand,
showed the greatest percentage increase, 182 between 1939 and
1948. Nevertheless, the 1939 money differential in favor of the
newspaper industry of 62 cents in 1939 had increased to 80 cents
by 1948.3

A third pomt on which there .are no authoritative ﬁgures are
- “fringe benefits,” which in recent years have been a major factor in
collective bargaining. Their inclusion—wherever these are adopted
on a varying industrial basis—would alter the differentials observed
by Miller, possibly disclosing differentials greater than those shown
by census data. I am inclined to think that well organlzed workers
in higher-paid industries have been more successful in establishing
liberal benefit patterns than have workers in lower-paid industries.
If this assumption is valid, inclusion of such figures would disclose
greater North-South differentials, since organization is more com-
plete and effective and wage rates are higher in the North. I do not
suggest that such a widening of differentials will continue over long
periods throughout the country, though I think it likely that the
North-South differentials will continue to persist.

Finally, the paper does not comment on the reduction in take-
home-pay differentials caused by progressive income taxes.

An increase in differentials has been brought about recently in a
relatively high proportion of the major collectively bargained wage
settlements. A report published by the Bureau of Labor Statistics
shows that about one-third of the major agreements in 1955 either
maintained percentage differentials between skilled and unskilled
workers by giving uniform percentage adjustments or widened them
through extra increases for skilled workers (in addition to uniform
cents-per-hour or percentage wage changes applicable to. all em-

2“Wage Trends, 1939-1949,” Wage Movements, Bureau of Labor Statistics,
Series 3, No. 3, 1950, Table 2.

* Average hourly earnings for work shirts and cotton seed oil in 1939 were lower
than those for cotton manufactures. However, the relative increase, 1939-1948,
was less in these industries than in other industries.
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ployees in the bargaining unit).* Because only larger settlements
are included in the data, the latter type of adjustment affects 40 per
cent or more of all workers involved in expanded rates. Since the
report concerns companies considered to be wage leaders, such as
Ford, General Motors, United States Steel, it is conceivable that
the trend may spread.

A. H. LENEVEU, DOMINION BUREAU OF STATISTICS

The main findings of our attempt to measure the trend of industrial
earnings in Canada on the basis of our 1941 and 1951 census
statistics on wage-earners correspond closely with the results ob-
tained by Herman P. Miller for the United States.

CANADIAN EARNINGS TREND

A marked rise in wage earnings of workers in Canada took place
over the decade 1941 to 1951. The following tabulation of the
percentage distribution of wage earners,' by amount of earnings and
by sex, shows that about 56 per cent of all male wage earners in
Canada earned over $2,000 during the census year ended June 1,
1951, compared with just under 10 per cent in 1941. Among
female wage earners, 60 per cent earned over $1,000 in 1951
compared with only a little over 11 per cent in 1941. Median
annual earnings more than doubled during this decade.

TOTAL MALE FEMALE
EARNINGS GROUP 1941 1951° 1941 1951* 1941  1951*
(per cent)

Total 100.0 100.0 100.0 100.0 100.0 100.0
Under $1,000 - 62.7 22.3 54.1 15.8 88.6 40.4
$1,000- 1,999 30.4 329 37.0 282 10.7 45.9

2,000- 2,999 4.9 31.4 6.4 38.2 0.6 123
3,000- 3,999 1.2 9.2 1.5 12.0 0.1 12
4,000 and over 0.8 4.3 1.0 5.7 P 0.2
(dollars)
Median earnings 733 1,854 874 2,132 e 1,191

Figures may not add to totals because of rounding.

® The 1951 figures are exclusive of Newfoundland.

® Less than 0.05 per cent.

¢ Exact median earnings cannot be determined from data available; the average
for females in 1941 was $490.

¢ Sec “Labor-Management Contract Settlements,” Monthly Labor Revzew, Bureau
of Labor Statistics, May 1956, p. 527.
* Cf. Miller’s Table 1.
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CHANGE IN DIFFERENTIALS

The following tabulation of percentages of total earnings for
each fifth of all wage earners in Canada, ranked by amount of
earnings and by sex, 1941 and 1951, shows the same trend as that
experienced in the United States over approximately the same
period.?

WAGE EARNERS 1941 1951

Both sexes
Lowest fifth 4.8 4.7
Second fifth 8.2 12.6
Middle fifth 15.0 18.8
Fourth fifth 28.9 24.0
Highest fifth 43.1 399
Males
Lowest fifth 4.2 5.9
Second fifth 9.9 13.8
Middle fifth 17.4 19.0
Fourth fifth 27.3 22.8
Highest fifth " 411 38.6
Females
Lowest fifth 8.3 4.1
Second fifth 8.3 11.6
Middle fifth 15.0 20.4
Fourth fifth 25.7 26.5
Highest fifth 42.8 374

The share of total earnings received by the highest fifth of the
wage earners in Canada, ranked by amount of earnings, declined
between 1941 and 1951 from 43.1 per cent of the aggregate in
1941 to 39.9 per cent in 1951. The lowest fifth of all wage earners
received about the same share in 1941 (4.8 per cent) and 1951
(4.7 per cent). The middle fifth increased their share of total earn- -
ings from 15 per cent in 1941 to 18.8 per cent in 1951.

The spread between the median annual earnings of Canada’s
higher and lower socio-economic occupation groups narrowed over
the decade 1941-1951.% This is shown in the following table com-
paring the percentage increases in the medians of annual and
weekly earnings (per week employed) of males in various occupa-
tion groups. ‘

3 Cf. Miller’s Table 2. 2 Cf. Miller’s Table 11.
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MEDIAN
PERCENTAGE MEDIAN EARNINGS PERCENTAGE
MEDIAN INCREASE WEEKS PER WEEK INCREASE
EARNINGS 1941 to EMPLOYED EMPLOYED 1941 to
OCCUPATIONAL GROUP 1941 1951 1951 1941 1951 1941 1951 1951
Laborers (nonprimary) $ 566 $1,552 174.2 39.58 50.04 $14.30 $31.02 116.9
Semiskilled ® 933 2,132 128.5 50.40 50.94 18.51 41.85 126.1
Skilled ® 1,052 2,292 117.9 50.19 50.88 20.96 45.05 114.9
Clerical, commercial
and financial 1,139 2,206 93.7 51.03 51.18 - 22.32 43.10 93.1
Professional 1,553 2,944 92.0 51.23 51.25 3031 57.44 89.5
Managerial 2,082 3,603 73.1 51.38 51.41 40.52 70.08 73.0

This table accounts for about three-quarters of all male wage and salary earners in 1951.
* Includes 76 per cent of all male semiskilled workers in 1951.
* Includes 86 per cent of all male skilled workers in 1951.

Median annual earnings for all laborers (other than those em-

ployed in primary industries) rose by 174.2 per cent over this ten-
year period, while the corresponding percentage increases for other
groups were: semiskilled workers, 128.5; skilled, 117.9; clerical
and commercial, 93.7; professional, 92.0; and managerial, 73.1
per cent. The relatively greater difference that existed in 1941 be-
tween the earnings of laborers and other occupation groups was
due partly to the considerable amount of short-time experienced by
laborers in that year. These relationships expressed as ratios are
shown as follows:

MEDIAN ANNUAL MEDIAN EARNINGS PER
RATIOS OF EARNINGS WEEK EMPLOYED
MEDIAN EARNINGS OF: 1941 1951 1941 1951
Managerial to laborers 37 2.3 28 2.3
Professional to laborers 2.7 1.9 2.1 1.9
Clerical, commercial and finan-
cial to laborers 2.0 1.4 1.6 1.4
Skilled workers to laborers 1.9 1.5 1.5 1.5
Semiskilled workers to laborers 1.6 1.4 1.3 1.3

The drift toward leveling of wage incomes in Canada during the
war and postwar period was attributed by the Department of
Labour to a general tendency “toward a reduction of both kinds of
wage differentials, that between skilled and unskilled labour, and
that between high-wage and low-wage industries.” *

REASONS FOR CHANGE

During the first two years they were in force, November 1941 to
December 1943, the effect of wage controls was not so much to
freeze wage rates as to equalize them, by preventing wage increases

¢ “Effects of the War on Canada’s Wage Structure,”. Canadian Labour Market,
Canadian Dept. of Labour, March 1948.
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which would have resulted in increased wage differentials. Under
the National War Labour Board the tendency of unions to demand
across-the-board increases for whole plants or whole industries,
yielding higher percentage increases in the lower wage groups, was
encouraged by the inevitable centralization of collective. bargaining.
Under the Wartime Wages Control Order of December 1943, while
wage increases were more strictly limited, the ‘gross inequality”

clause facilitated increases for lower-paid workers more than for
the hlgher-pald Thus, the narrowing of the difference in annual
earnings between unskllled and other groups of workers over the
period 1941 to 1951 is largely a reflection of the wartime trends in
wage policy, on the part of governments as well as of labor unions.
Over the longer period since the beginning of the century, the pro-
portionate decrease of skilled workers with the greater use of ma-
chine processes in production has probably also tended to brmg
about a larger measure of wage equalization.

In Canada, as in the United States, the rate of increase in an-
nual earnings in the lowest-paid group of industries over the period
between 1941 and 1951 was greater than in the highest-paid group.
The following table groups industries into deciles, according to
median annual earnings of workers at the 1951 census, and shows

PERCENTAGE INCREASE IN
MEDIAN EARNINGS

INDUSTRIES BETWEEN 1941 AnD 1951
RANKED BY Less 1000 1250 150.0
MEDIAN EARNINGS than to to or
IN 1951 TOTAL 100.0 1249 149.9 more
Total . 153 ¢ 48 42 33 29
Lowest tenth 12¢ 6 2 1 2
Second tenth 14 6 3 4 1
Third tenth 20 3 7 5 5
Fourth tenth 13 3 4 4 2
Fifth tenth 11 1 2 4 4
Sixth tenth 27 6 6 6 9
Seventh tenth 5 3 1 1 -
Eighth' tenth 27 8 10 4 5
Ninth tenth 11 5 3 3 -
Highest tenth 13 7 4 1 1

* There was one decrease of one percentage point occurring in the lowest tenth.

the number of industries by percentage increase in median earnings
for each decile over the period since the 1941 census.®
The figures above are summarized in the following table:

5 Cf. Miller’s Table 10.
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INCREASE INCREASE

: INCREASE 100.0% 125.0% INCREASE
INDUSTRIES RANKED BY LESS THAN TO TO 150.0%
MEDIAN EARNINGS TOTAL 100% 124.9% 149.9% OR MORE
IN 1951 : No. % No. % "No. % No. % No. %
A. Based on Order of Earnings-Size for All Workersin 1951
Total 153 100.0 48 314 42 27.5 33 21.6 29 19.0
Lowest three tenths 46 100.0 15 326 12 26.1 10 217 8 174
Highest three tenths 51 100.0 20. 39.2 17 333 8 157 6 118
B. Based on Order of Earnings Size for Male Workers in 1951
Total , 153 100.0 49 32.0 42 275 33 21.6 29 19.0
Lowest three tenths 34 100.0 5 147 8 235 8 23.5 13 382
Highest three tenths 38 100.0 21 553 15 395 1 26 1 26
C. Based on Order of Earnings Size for All Workers in 1941
Total 153 100.0 48 314 42 27.5 34 222 28 18.3
Lowest three tenths 23 100.0 5 217 4 174 7 304 7 304
Highest three tenths 41 100.0 30 73.2 10 24.4 1 24 — —

The results in Panel A, based on 1951 wages for all workers,
show that among the forty-six industry classes composing the low-
est three tenths, in terms of median earnings in 1951, some 17.4
per cent showed an increase in earnings of over 150 per cent, while
for the top three tenths only 11.8 per cent recorded an equal rate
of increase. Similarly, 21.7 per cent of the former increased by 125
to 150 per cent as compared with only 15.7 per cent of the latter
group. As Panel B shows, the difference in rate of increase over
this decade in median annual earnings for males in the lowest three-
tenths as compared with the highest three-tenths of the industry
classes was considerably more marked than for both sexes com-
bined. Panel c of the table shows that, on the basis of the order
of earnings size in 1941, 30.4 per cent of the lowest three tenths
recorded an increase of 150 per cent or more in earnings over
the decade; the highest three tenths were not represented in this
rate of increase category. The same proportion of the lowest rank
showed an increase in earnings of 125 to 150 per cent, while
only 2.4 per cent of the highest paid group recorded this rate of
increase. It will be seen that over the period the relative gains in
earnings of the lowest three tenths compared with the highest
three tenths of the industries were greater when 1941 was the basis
of arrangement of industries by earnings size than when 1951 was
the basis.

United States census statistics on wage and salary income show
that, although the level of income in industry rose substantially dur-
ing the period 1940 to 1950, there was little change in the relative
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position of individual industries when ranked on the basis of aver-
age wage or salary income of workers. The similar experience of
Canada is summarized in the following table.® By use of census
statistics on median annual earnings by workers in industry for
1951 compared with 1941, industry classes were arranged accord-
ing to earnings of workers rank in both years. It will be seen that
25.5 per cent of the industry classes were in the same decile in
both years, and 45.1 per cent had changed position by only one
decile over this period.

Number Percentage

Total industries 153 100.0

Same rank . 39 25.5

Changing rank by 1 decile 69 45.1
Changing rank by:

more than 1 decile 45 29.4

2 deciles 23 15.0

3 deciles 18 11.8

4 deciles 2 1.3

5 deciles 1 0.7

6 deciles - 1 0.7

A substantial proportion of the industries that declined three
deciles or more between 1941 and 1951 were industries, such as
trade and finance, in which the percentage of females employed
had increased significantly over this decade.

As for earnings distributions by occupation, no detailed study
has been made in Canada. Since the range of earnings shown for
many occupational classes listed in census tables is affected by the
degree of homogeneity of the class, by difficulties in enumerating
certain occupations, by editing and coding procedures, and so forth,
careful consideration of the occupations selected for such a study
would be required even though in the 1951 census an effort was
made to improve the quality of occupation reporting.

Finally, with regard to the relationship between occupation and
annual earnings, the extent to which the occupation reported on
the census date was followed continuously during the preceding -
twelve months varies from occupation to occupation. Hence the
accuracy of the data shown for any occupation class is affected by
the rate of movement into and out of that class. The Bureau is pres-
ently making a study of changes in jobs reported, month by month,
by workers covered in the Sample Survey of the Labour Force.

* Cf. Miller’s Tables B-4 and B-5.
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