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Economic Research, The University of Towa, is noted with warm apprecia
tion. Finally, the contributors themselves are to be lauded, both for theis
work in preparing the papers for publication and, of greater importance
for the knowledge provided in the studies.




CONTRIBUTORS

B. W. Anderson, University of Northerm Iowa

Hoss | 1o, | r Council, Washington, D.C.
Viario | of Minnesota

Mich: v Administration. A. B. Dick and Compan}',

Randvl D, Elkin, lowa Sta niversity

Howard . Foster, State University of New York at Buffalo
William S. Franklin, Florida Intemational University

wobert W. Glover. | niversity of Texas at Austin

James R. Jetfers. The University of lowa

\llan G. King, University of Texas at Austin

Carol Oliven. The American College Testing Program

tter. Editor. The University of Marvland




AN ECONOMIC ANALYSIS OF THE
FUTURE WORK PLANS OF INACTIVE,
MARRIED PROFESSIONAL NURSES

Mario F
Michael
|".'r.’tf_."f§'-

Evidence abound ws that the demand for health services in-
creased rapidly du | s and early 1970s. This growth has strained
the production capabili { many parts of the health services industry.
\mong other thines, this situation has resulted in countless assertions of
continuing shortages of professional nurses.! Interestingly, these claims of
hortages accompany significant stock-supply increases in the number of

bhoth licensed and active }?.-rul_m':;winn;ﬂ NUrses.-

Actually, the annual number of nursing graduates has increased by 24%
since the enactment of the Nurse Training Act in 1964.° Hospital adminis-
trators, nevertheless, report an inability to fill nearly 10% of their positions
for general duty nurses.* Furthermore, in 1969 the Public Health Service
reported that nationally an increase of more than 20% in the current num-
ber of achive nurses 1s rn.-r:iuirf_*rl to insure “safe, thr*raptfu{'it‘fﬁll}' eftective and
etticient” nursing care.?

Typical of federal government responses to this type of situation, numer-

L U.S. Departmment of Health, Education, and Welfare, Toward Quality in Nursing:
Needs and Goals, P.H.S. Publication No. 992 (Washington, D.C.: Government Printing
Office, 1963); Elizabeth Bush, Sara W. Kelley, and Dr. Thomas Hale, “The Nurse
Shortage—Problems and Solutions,” Rotarian, 115 (December, 1969), 19; “The Need
for Nurses,” Occupational Health Nursing, 19 (March, 1971), 32; and Robert Flint
and Karen Spensely, “Recent Issues in Nursing Manpower: A Review,” Nursing Re-
search, 18 (May-June, 1969), 217.

> Stuart Alunan, Present and Future Supply of Registered Nurses (Washington,
D.C.: U.S, Department of Health, Education, and Welfare, N.LLH., Division of Nursing.
1971), Ch. 11.

} Charles T. Stewart and Corazon M. Siddayao, Increasing the Supply of Medical
Personnel: Needs and Alternatives (Washington, D.C.: American Enterprise Institute
for Public Policy Research, 1973), 5.

1 U.S. Department of Health, Education, and Welfare, P.H.S., Health Manpower in
Hospitals ( Washington, D.C.: Government Printing Office, 1970).

5 U.S. Department of Health, Education, and Welfare, P.H.S., Division of Nursing,
Health Manpower Source Book (Washington, D.C.: Government Printing Office. 1969)
Sec. 2: Nursing Personnel.




ous programs have been enacted to beas Part or 1 ' panding
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personnel.® Several economists have warned against the nplementation of
costly educational programs when such actions are based primarily on
assertions” of shortages, hospital vacancy rates (taken at face value). or

value judgments” about, for instance, the nurse to-patient ratio.” Whether

or not a shortage exists, the federal government has acted ncerease the
Hiiiﬂ"k-'ﬁllﬁl-‘h of nurses. However. one mav serious) (juest  the likely pay-
off tfrom pursuing stock adjustment policies such as those suggested by the

statutes identitied in footnote six.

Data presented in the remainder of this paragraph suggest that the pay-
ot from these policies will be greatly reduced unless incentives can be
tound to retain nurses in active duty.® Nursing is a female-dominated occu-
pation—98% of the nurse labor force are women—and over T0% are married.
(Jmm_‘fqm'ntl}: socioeconomic considerations suggest that for nurses the re-
lation of the flow of nursing services to the magnitude of the stock of nurses
is less direct than can be assumed in occupations involving males. Note
that at any point in time, only 65% of the nation’s nurses are in the labor
force. In addition, among active nurses in the labor force, 30-35% are em-
ployed part time. With such a large “inactive” reserve in the stock of nurses.
it would appear that a secular increase in the nurse labor force participation
rate could dramatically affect the flow of nursing services. Altman.? Ben-

%The programs which are designed to augment the stock-supply of nurses, and
perhaps other health occupations, are as follows: Health Professions Education Act of
1963 (P.L. 88-129); The Nurse Training Act of 1964 (P.L. 88-581): Health Profes.
sions Educational Assistance Amendments (P.L. 89-290 of 1965 ); The Allied Health
Professions Personnel Training Act (P.L. 89-751 of 1966);: The Health Manpower Act
of 1968 (P.L. 90-490): Comprehensive Health Manpower Training Act (P.L. 92-157
of 1971); and the Nurse Training Act (P.L. 92-158 of 1971).

7 Altman, op. cit., 9; Donald Yett, “Causes and Consequences of Salary Differentials
in Nursing,” Inquiry, VII:1 (March, 1970), 78-99: and James R. Jeffers, Mario F.
Bognanno, and John C. Bartlett, “On the Demand Versus Need for Medical Services
and the Concept of Shortages,” Journal of the American Public Health Association.
G1:1 ( January, 1971), 46-63,

% A more general analysis of public policies designed to increase the flow of nursing
services/time period would involve a comparative cost-benefit study among options
like the following: increasing the long-run supply of nursing services via increases in
the stock of licensed nurses; increasing the supply of nursing services through improve
ments in the productivity of active needs; increasing the supply of nursing services in
particular shortage “areas” (either geographic or clinical) via migrations from surplus
“areas’’; increasing the supply of nursing services by raising the ratio of part-time

active to full-time active nurses: and increasing the *Jr[*["l-. of labor by increasing the

overall nurse participation rate

9 Altmas op. cit. Ch. V




un'Y, Bognanno,!'! et al. (1972a, 1972b), and Sloan and Blair!® have sys-
tematically studied the labor force participation behavior of professional
nurses. However, economists have not given specific analytical attention to
labor market considerations of inactive nurses per se.

[n the study “Correlates of Present and Expected Future Work Status of
Married Women,” Sobol points out that an individual’s future actions corre-
spond closely to his lxlwlmwtd intentions, and that using expressed plans

egarding future marked s an accurate method of predicting an indi-
vidual's future lab ¢t behavior.!®> An awareness of this relation no
loubt explains why Ree 1., were motivated to collect data on future
vork plans o .c1 nd to analyze descriptively the latter’s rea-
sons tor being mmachs

[he purpose of the study goes beyond the Reese, et al., analysis
in that it presents a of the factors which explain interindividual

lifferences in future market work plans of inactive, married nurses.

The policy question is: "How can the stock of licensed, married profes-
sional nurses be better utilized thruugh greater labor market participation
imong inactive nurses?” Partial answers to this question may follow from
pursuit of an understanding of: the tactors which operate simultaneously to
".]‘"JLIIHI ‘ﬁ-.'}..', SOInNe !ITi..'lL't!.‘k"!_".L lllltl'l'lll.‘d nurses plan to return to nursing ‘.’I’hﬂ(’
thers do not; or whether the distribution of the categorical dependent

variable, P, i = 1,2,3—where P, = number of nurses p}annjng to return to
warsing practice, P. number of nurses not planning to return to nursing
practice, and Py = number of nurses undecided about plans to return to

wirsing practice—is independent of the distribution of selected independent
variables. such as spouse’s income or family size.

Data for this studv were obtained from a pmhﬂbilitx' mmpl{: of nurses

O Lee Benham, “The Labor Market for Registered Nurses,” Review of Economics
nd Statistics, L1I1:3 ( August, 1971), 246-252,

‘! Mario F. Bognanno, Jesse S. Hixson, and Mahmood A. Zaidi, “Estimating a ‘Full’
wbor Supply Model for Professional Nurses” (Industrial Relations Center, University

Minnesota, 1972) (mimeographed); and Mario F. Bognanno. Jesse S. Hixson, and
lames R. Jetlers, “The Short-Run Supply of Nurses” Time,” Journal of Human Resources
in press, 1972h ).

Frank A. Sloan and Roger D. Blair, “Short-Run Supply Responses of Professional

mses: A Microanalysis” (University of Florida, 1972) (mimeographed ).

‘4 Marian Sobol, "Correlates of Present and Expected Future Work Status of Married
men (Ph.D. dissertation, University of Michigan, 1961).

'4 Dorothy E. Reese, Stanley E. Siegel, and Arthur Testoff, “The Inactive Nurse”
\merican Journal of Nursing, 64:11 (November, 1964), 124-127.
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tHcer Hl'*.lum-,g s to this (u stion constitute observations on the c'j,_-lnpmiu]][
variables which are the subjects of this study. The distribution of response:
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DISTRIBUTION OF FUTURE WORK PLANS
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Number 119 56 139 0 323
Percent 36.3 1 7.3 43.0 2.8 100

f'hr"un;‘ Variables. and Statistical Te hu:ffrm Q

l'lu.'nr}

Neoclassical consumer theory is usually invoked in explaining an individ-
ual’'s or household’s labor market behavior. The theory permits the deriva
tion of partial relations between the dependent variable (i.e., the probabil-
1ty of market work participation or the quantity of time allocated to market
work) and such independent variables as nonemplovment income or the
wage of the worker’s spouse; further, it is also suggestive of the importance
of other variables to the labor supply decision, such as own wages (whose
sign is not determined a priori) and the use of sociodemographic variables
which presumably affect tastes for various activities which compete for an
individual’s scarce time resources. Hence, a theory suggestive of how sev-
eral independent variables arc related to current market work behavior is
well developed and accepted. However, a comparable theory regarding
planned market work behavior is yet to be formally stated.

[t seems plausible that the variables affecting current market work be
havior also affect current decisions (i.e., plans) regarding future market

work behavior. Such is the assumption which guided the selection of vari-

I5 Mario F. Bognanno, “"An Economic Study of the Hours of Labor Offered by the
Registered Nurse” (Ph.D. dissertation, The University of lowa, 1969).




ables used to explain difterences in the future market work plans among
nactive. married nurses in this study. No doubt, what is required in under-
tanding current plans regarding future market work among inactives with-
n a theorv of consumer choice context is information about the individual’s
expectations recarding changes in the value of variables which at their
sresent levels lead to the “do-not- participate” decision. At times the inter-
sretation of results huumz s somewhat ad hoc, but in general the relations
LT nected to paralle] those found in traditional whld:m of market work

e individual's or household’s labor market be-

1 - - nt is to obtain observations on the wage rates of
botl | ;szl on their nonemployment income, as well as

each. Herein, such variables are treated as sig-
nificant determinants of plans u-u_{‘.mhng future market work behavior by
nactive, married nurses. However, information regarding the family’s non-

mployment income is unavailable, as is information on the spouse’s allo-
\tion of time to market work. Data are available on the husband’s monthly
vage income (denoted as Y). Invoking the assumption that, in general, the
leisure time of the husband and that of the wife enter into the family utility
function independently, and thus the cross-substitution effect of the hus-
band’s wage on the wife’s allocation of time is zero, the variable Y is
treated as a proxy for nonemployment income in this study.

Since inactive nurses have no wage income to report, their wage rate
W) is not directly observable. To investigate the partial relation b{‘tWCE‘ﬂ
narket work plans and W, an estimated-wage equation based on informa-
tion about the active nurses in the sample was formulated. Using this equa-
tion, a predicted hourly wage rate was assigned to each inactive nurse based
n her type of degree, area of residence, field of practice or specialization,
;.'J-r'wlfiﬂﬁ H}sii"[. and It‘.'lif-jlh {rf HFIW'i{‘{-‘.”

In addition to differential magnitudes in Y and W, variations in plans re-
sardine market work in the future reflect interhousehold differentials in a
number of factors that must be included in the empirical analysis. To cap-
ture the svstematic effects of these interhousehold differences on p]ﬂn&;, a
number of taste variables were considered. These variables are defined as
";HU‘J.‘_\:

C = L0, if preschool-age children are present in the household:
0.0, if preschool-age children are not present in the household.
1,0, if household is in a community of 10,000 or more;
0.0, if household is not in a community of 10,000 or more.

A e of the inactive, married nurse in years.

16 See Boymanno op. cit., 45-47.
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M = months inactive.
K = family size (i.e., number of children present in the hous
R:R. = 1,00, if renting household;
0,1,0, if buying household:
0,0,0, if owning household or residing rent free.
'he dependent variables for the analysis are either the binary variable
P = 1.0, it inactive, married nurse phm‘. to return to nursing practice:;
0,0, it inactive, married nurse does not plan to return to nursing
practice,
or the categorical variable P,, i = 1,2,.3 where
P; = number of nurses planning to return to nursing practice;

P, = number of nurses not planning to return to nursing practice;
Py = number of nurses undecided about plans to return to nursing
practice.

Statistical methods

Two types of analyses were made on the sample of inactive, married
nurses. First, the assumption was made that the independent variables dis-
cussed above are simultaneously considered in the determination of a
nurse’s plans regarding the practice of nursing in the future. Using data from
the respondents who answered either “Yes” or “No” to the question regard-
ing the return to nursing practice (see Table 1, N = 175), multiple regres-
sion analysis was used to explain interindividual differences in the binan
variable P. (Mulitiple linear regression is a statistical technique which si-
multaneously considers the effects of several independent variables on a
certain outcome.) With P as a dependent variable, the regression model is
called a “linear probability function” because the coefficients and values of
the independent variables determine the conditional probability that an
inactive, married professional nurse (with given characteristics) will plan
to return to nursing practice.!” Exclusion of 139 nurses in the sample who
were undecided about plans to return to nursing may seem inefficient:
however, these inactive nurses did not have their plans about future market
work well formulated and thus to combine them arbitrarily with either

17 There are two difficulties with this approach: the assumption of homoscedastic
disturbances, which is not tenable and the fact that the linear probability function
allows E(y) to fall outside the unit-interval. Neither of these problems, however, appears
to effect seriously the results of this study. The empirical results reveal the unit-interval
criterion to be satisfied in general for this sample. Further, while the estimates of
standard errors are probably biased, the estimated standard errors decrease rapidly
with the number of observations. (See E. Malinvaud, Statistical Methods in Econometrics
[Amsterdam: North-Holland Pub. Co., 1966], 254-58.) With a sample of 175 observa-
tions, ignoring the heteroscedacity problem is probably justified. In this study, hypothesis
tests are likely to be conservative.




those who did plan to return to nursing or those who did not plan to return
to nursing practice seemed unacceptable.

The second part of the statistical analysis used data on all of the respond-
ing observations (N = 314), including those who were undecided about
returning to nursing. Here chi-square tests of association were performed
on the sample to determine whether there is any dependency r(-latiﬂmhip
between the dependent variable, P;, i = 1,23, and each of the independent
variables.

[r_r.l’f;’ir!' |'_|.. .lf- il-'r”_ Lin -

Regression results

Using the subsamp | tive, married nurses having definite (i.c.,
yes-no) work plans, p analysis exhibited a relatively high corre-
lation among the indey variables, A, M, and C. Table 2 presents a
matrix of the simple correlation coefficients among A, M. and C.

Table 2

CORRELATION COEFFICIENTS AMONGC A, M, AND C

Variable A M C
A 1.00
M 5865 1.00
C ~.6867 —.3408 1.00

The high correlation between A and M as well as between A and C
makes it difficult to disentangle the separate influences of A, M, and C on
P and to obtain a reasonable estimate of the magnitude of their relative
effects.!® To break the multicollinearity deadlock in the data, the age vari-
able was excluded from the regression analysis. Further, since the variables
W and U consistently failed the t-test for statistical significance at the 20%
level, they were excluded from the final regression, which is shown in Table
3.18

With the exception of K, each variable in the reported regression had a
statistically significant effect on whether or not an inactive, married nurse
planned to return to nursing practice, P. It is interesting to note that the
five independent variables in Table 3 account for 40% of the variance in
plans. Such a result is quite satisfying since the magnitude of the R? sta-

18 1. Johnston, Econometric Methods (New York: McGraw-Hill Book Company,
1963 ). 201.

'Y The sign of the regression coefficient on W was consistently negative, and that on
U positive.




fistic 1s alxll.:“_'x smaller ftor studies using cro: | - hold data
where the behavior of individuals is not highlv determi the realm
of vanables 11'-;11:1”_\ available. Even ”H.IL'JI!_:]J the R= is relatively iJ.I“'_T‘l,‘, i}ll"
relevant question here is not its level, but whether there is statistical signifi-
cance in the underlying systematic relationship represented by the variables
in the r-"f_{n*%it}il model. In this 1'-‘5_’;‘1111. the PETH ent of varnance g*ﬁ:}ﬁlilint_*(l
by the model is significant (F value = 18.61) bevond the .001 level.

The parameter estimate for Y is —.0002. This result is reasonable in a
I}wnr}' of consumer choice context where increas n ':L-:!L'!Hp]rwn'u*nt n-

come are expected to result in an increased consumption of leisure and other
normal goods at the expense of time spent in market work. Here, presum-
ably, increase in the spouse’s income decreases the probability that an in-
active. married nurse will ]]Lm to return to nursing practice. The estimated

Table 3

REGRESSION RESULTS: THE PROBABILITY OF PLANNING TO RETURN
TO NURSING PRACTICE BY INACTIVE, MARRIED NURSES

Statistics Regression Standard Elasticity Variable Variable

Variables Coetficient Errors (at means) Mean 6
Constant 5570 —
Y ($/month) —.0002 00005 -.2633 895.40 615.73
M (in months) -.0012 00031 -. 1555 88.15 99.93
C (dummy) 3265 07199 .68 A7
K (number) 0071° 0157 2.61 2.03
R, (dummy) 1402 .0888 18 .38
R, (dummy) 2280 0721 o4 .50

® Not statistically significant at the .05 level (2-tailed test).
R2 = 40; N = 175: P— 68
DF = 168; Pi=1861: 6 p= 47.

elasticity coefficient suggests that a 10% increase in the spouse’s income will
reduce the probability of planning to return to nursing by about 2.6 per-
centage points, ceteris paribus.

Thr* sien of the parameter estimate for M is plausible. Holding “life-
cycle” vdrmhltb like C and K constant, one would expect the pmhabi] ty of
menmﬂ to return to market work to vary inversely with the length of the
inactivity period. However, given this inverse relation it is interesting to
observe that the probability of planning to return to nursing is very inelastic
with respect to M. The estimated elasticity coefficient is —.1555.

The sign of the parameters for C and K do not follow the pattern typi-
cally found in labor supply studies of married women. In such instances,
variables like these are inversely related to the quantity of labor offered to
market work. At least one explanation (ad hoc), however, for the observed

8
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CHI-SQUARE RELATIONS BETWEEN FUTURE WORK PLANS AND
SPECIFIC ECONOMIC-DEMOGRAPHIC V

ARTABRLES

Economic-Demographic Do you plan to Return to (Enter ) Nursing Practice?

Variables . Yes

Spouse's income (Y )@
= $550
501-850
851-1,.150

1.151

Children under six (¢ )b
No
Yes
Number of children (k)¢
0

>

> 4
Nurse's age (A )d
~ 99
30-35
36-45
~> 46
Months inactive (M )e
= 14
15-70
71-148
> 149

Home ownership status (R)f
Renting
Buying
Owning

a. x2 — 20.86. p < 05

b. x2 — 38.94. D e 001

30
o)
20)

oy
A

.‘}“

a9

28
y ':,'

a0

-

39

44
33
30

35
46
28
1()

2. Undecided

. X2 =T2.08, p < .001;
[]. KE — 57(}3, P < 001

Y
19
28

49

S

_ )
AN CH R T

’
el Al Naad

9 b
B O8RS

26
29
44
40

17
87

35

10
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ne cannot be sure whether or not plans regarding market work in the fu-
ture are related to W and U.

A final observation is that the frequency distributions of the "Yes” and
‘Undecided” responses for each independent categorical variable-Y, C,
and R—with the exception of A and M, follow similar patterns vis a vis the
distribution of “No” responses. Therefore, for example, by moving from

households where C (0 to households where C . not un]} does one
observe an increase in thi proportion of rmp:nuh*n{w [)l;nminf_{ to return to
nursing but also : n the proportion of those who are undecided.
Policy In 1 ations

The results of tl reveal the relationship and effects of various
factors operating o tive, married professional nurse’s plans regard-
ing her return to i actice, and the probability that she will return
to active duty, give) | r plans are realized. As such, several important
policy considerations relevant to programs designed to “reactivate” inactive

nurses in relatively greater number are suggested by the results of the
study.

The first of the IJHHL} considerations is born in the fact that p];m:-. are
closely linked to the lifte cvele. Both the chi-square and regression results
and A to the
planning process regarding future market work. Since young, inactive, mar-

e

suggest the importance of life cycle variables such as C, K,

ried nurses exhibit the greatest tendency to plan to return to nursing, effi-
ciency considerations suggest the modeling of recruitment programs di-
rected primarily at this population of inactive nurses.

Even though the young, inactive, married nurse exhibits the greatest de-
sire to return to nursing, ceteris paribus, many such nurses with young chil-
dren are undecided about working in the future. This indecision is evi-
dence of a need for designed programs which would enable nurses plan-
ning to return to work to realize their plans; however, these programs ought
to be sensitive to the fact that a Ialr;;r proportion of young, inactive nurses,
particularly those with a preschool child, are undecided about future work
plans. Widely publicized day-care centers in hospitals will increase the
probability that those planning to return to nursing will realize their plans,
and may also be effective in shifting many nurses from the “Undecided”
category to the “Yes” category with respect to future work plans. Similar
effects would be expected from personnel practices which allow married
nurses to work part time or on a more flexible hours basis.

The importance of encouraging and enabling young, inactive nurses to
return to mlrsillf__: cannot be H\.'H‘f'ﬂll}hLlf\'iZ{"L]. II_I addition to the fDI‘L‘.g(}ing
prilir.;-_a implications, the results of this study indicate that as inactive, ‘mar-
ried nurses grow older, and thus remain inactive for longer periods of time,
the proportion p]dnnjn_s_t to return to nursing diminishes and the proportion

who are either undecided or not planning to return increases. If the nurses
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SCIENTIFIC MANPOWER AND THE
PROCESS OF EMPLOYMENT SEARCH

1 A I Avever]
Rl . AZEVEND

ie labor market has been a subject of concern
for | CONo iy years. The groundbreaking work of Professor
Reynold the  first focused attention on the process by which
individ ke - rom one employment position to another. The
rise of the "m: - revolution” in the middle and late 1960s rekindled
economists interest in the structure of labor markets, but by then the prob-
lems had changed somewhat from those which existed immediately follow-
ng »--J] War 11, for over time the structure of the American economy had
changed drastically, In the simplest of terms, our economy had moved
trom a blue-collar orientation, with primary focus on the production pro-
cess, to a white-collar system, with attention being paid to more highly
killed occupations which involve considerable amounts of training and
possibly even a college education. In sum, the economy had dutluped a
work force of which an ever greater proportion had gained higher and
||5,Iit:'5' It'k'f_'Tm I_'if ML!”N
As education became the watchword of our society, we trained more and
more people, each possessing a specific mix of talents. As we invested time,
energy, and money on the training of people, we found that we had created
g mn::m set of resources. Over time, concern—the economist’s concern over
the ..Jlm ation of scarce commodities—grew as to how well we were utilizing
these resources. I’rrlmpﬂ few were considered as frequentl}' as scientists
nd engineers, for the supply of individuals trained with such a high de-
cree of specialization is, HI}\UH_IH]‘» limited at any time.
l-n.-u.*;r]m Hn supply of engineers and scientists is limited in the short run
individuals in these professions must be utilized in the best possible way,
"hey should be employed in those positions which will maximize their out-

This paper reports on research conducted with the assistance of a grant from the
Manpower Administration of the U.S. I)tc[mrtnu&ut of Labor. The conclusions and opinions
expressed are those of the author and do not represent the official pusitiml or [)Ulil:"..' ot

D partmen of Labor.
 Lloyd C. Reynolds. “The Supply of Labor to the Firms,” Quarterly Journal of

Leconomics, 60 (May, 1946), 390-411; and The Structure of Labor Markets (New
York Harper and Row, 1951) 225-229.
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IHH oy WY l.l1:3|IJ'\i.li H||'. ‘-.'-.[lel"u- vl 110 ()] 1K f ek | U Whle el
ary to optimize their protessional experience. In otl e scientist
' ENe1eC] T’} ally }-.llfl.k-.?.i.' resource—must JI L) iy nd _!.i:ld ﬂli.
best in terms of emplovment. This emplovment search process is the tocus
'l |
of this P !JT‘u ]
\ General J"--'ra.'f ory ©f !‘ Search
In the general case, the individual seeking a position wishes to move from
present job (or state of uni .m[r:'.-' ment) litterent position. There
LT le coconomy at any time. a certaim nn mb I O] ]--*-..-'Li*ilih ii..:-]' u'hin:h
this individual is t]lld]iiffvr!. Fhis can be called M.2 where M>0. M can be

!:‘“]ll‘-.] fllTlt‘[LlHJ;L”_‘x' das
M=m(1l/u, G).

where u is the rate of unemployment and G is the expected rate of ex-
pansion of the economy. Thus, the number of availal )sitions is an in-
verse function of the unemployment rate—higher if the unemployment rate
is low and lower if it is high—:uui would move tlirs.'L‘t]}.' In response to an-
ticipated economic growth or stagnation of the economy. In other words, it
expansion of the economy is anticipated, employers will begin expanding
their employment; they will cut back on the number of employees if the
economy appears to be slowing down or remaining relatively stable.® This
system behaves similarly to that of the acceleration principle with respect
to Investment.

At the same time, the individual has at his disposal n strategies or meth-
ods of job search, S; where n=1. The individual will devote some propor-
tion, ©;, of his total time, effort, and money to each employment search
strategy, S;, where 0 = @, = 1, and

n
> S; 9i
i=1
represents his total search etfort (i.e.. = 1). Betore discussing how an indi-

vidual allocates his effort among the different methods of job search, it is
worthwhile to consider a separate tactor, cost.

The employment candidate will find that each possible strategy will have
certain costs associated with 1t. These costs may be broken down into two
{‘HI!'Ipﬂl"lf'tI[H——[Ij]'l'l,‘t and indirect. Direct costs are those which are function-

2 In actuality, the individual is unlikely ever to become aware of all M positions
available in the economy because of limitations on the amount of information available.
However, the fact that the information he receives concerning job openings is propor-
tional to M means the analysis is unaltered.

3 In the case of scientists and engineers, this is also likely to be a function of federal
rovernment expansion or reduction of the issuing of contracts. A recent example is the
refusal of Congress to supply additional funds for the supersonic transport (SST).
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related to the specific technique. These would include, for example,

expense of making tri

s to individual i\]..mt.x. the cost of attending pro
' 3 § . ) " . A 1 i = . P .
ssional meetings where “organized” job markets* exist, or possibly the fees
harged when contracting with one or more l'fll]}:'ﬁ'-.'!il“E:T agencies. Indirect
. - i] = ] 31 I P - . 1 .. : 4 } .= ]
ISts are those associated with the w ._l.:J[l!J'__L I_‘ll'll-}-l i)f' WwWeen iH-F,}H. a1icl ',HL'H]LL‘

» basic costs of family maintenance ( or self-maintenance if the i:ﬂ} candi-

late i1s single) and any other tixed obligations which the individual must

1 ' |
17 1rord
l

. 1 re a function of the fﬂ.*L'];::ftilrr- untilized. indirect

all tech ques and di l‘rr:'n!u-ni -.1[11_. upon thi

1

P I ."a}_if".r Celll |1-' el ing I._l maorne 1'*1'{'4_'j-.1'ix i{;l
rect cost of anv search strategy. S.. can be de-
t cost will vary, however, depending upon how

" | -

1 1 1 . -
technique.” or ;. Upon combining th

the indirect (or waiting) costs, denoted W. wi
T total t runcao: : :_ [0 ._1_],'- jIHIII SCAr }1 Ct -:'t|‘ii|'=![r' \ ]r'T'r
" C, O, +W/n
"his function, assuming that the total indirect or watting cost, W, is allo-
ted equally amone the n search strategies represents the cost attached to
indiy ' earch fratem The total cost functon . tor all ju}J
ches
. §

( x C.'= X C.O. + W

i
| |

L-1ven that h!:t' Hlill‘n;.f.-ii_liil F];iH S H';k!‘t'i: Ev't'}iFIEI]Ilt‘*~ :11‘]1_';‘] to Ilim_ t';LL'h ]Ll‘.'-

g some cost, C,, associated with it, the question becomes how the indi-
idual will allocate his total effort among them. Let us now turn to that

uestion.

[f information transmission were pertect the rational individual would

5

he expected to allocate his time among the individual search techniques in

ch a manner as to maximize his net cain. That is. he would exert his

reatest effort 1-“”“‘»‘»111',[ that stratecy (or strategies ) which ]n'r;““};,w._] the

test ] .nf']iijnrn-:.l rii. _‘.it'T1]1||'_[ t']H}}IH‘nj]'l:'Tl[ ;_lllrl llr"u'flti' ]fﬂ_l:' Or none of }li“w
urces 1o 11r “-T_I.:ti“_f-r‘\ "\‘.'Ef.:! d ‘--’!Li]: I':ih-:.]'h”:'f‘ '.1+ anv net rﬂf;lfn_T

Some would argue that the l'f of -Il'E':.lzil_‘ 1t1on it such meé bings I_--di“_ s a great

' b+ 1. Neverthel me form of market often exists in such eircumstances

5 Ind ) vould be wvi low (possibly zero) for those individuals who are

ing employment while currently employed. Additionally, the receipt of unemploy-

rnt -1--:_|l--f_r|'._|‘.-||, WOWIO T l,- ve 50me ol '._}u' l II_HL'r: Ol !lir se CDsts Trrf' [!’HH-' f'l!ffll:].r'
Consider the cost of various numbers of trips to an -"":i"]m.m*'ixt agency.

'] T, o : + . B sl o E 5 1 I, .

Lhe principle can be thought of in terms of game theorv where the individual uses

d strategv. based upon his expectations concerning iob search strategies, to find

1 % 1 ] 1 v - I.I-'\.lI I. - -
ific position which aligns with his expectations. The analysis presented in the




o tormalize the analvsis. consider
technique will have a probability, Ps;, of vielding an em _
[oach will have a Eli"ih;lhi]it'. Pt associated with it failing oduce em-
['Ilal".'!;t'.’l:' ‘J.'E-f'H‘ s < Err._ . For each strat oy, there w 1l | 0 CXPeC
oross return of P5; « | + Pf, « U, where | represents the situation in whic
the individual obtains a position along with the economic and noneconomic
henefits associated with it. and U r presents th S f failing to find en
ployment and remaining unemployed.

'“n'I"—' ‘H 111- A1l i“i".-u.'h'u[ net return. 1u( ' ,J]i F i I -

ttit}ltt‘_ ‘.‘a'ih'ﬁ'
E(R;) = Ps "| F PR U -G 0, + W/n

\‘L'ilit'}l r\ Hi[' l_’_‘l._:'h‘k_"[i't_l '__':]'th retum fI'n'.-r*.i AdllV 1TE( lrl]'.i.‘.{lli' minus the costs as-
]

sociated with it. Since in real terms, the failure to find an employment posi-
tion does not represent a “return,” this reduces to
E(Ry) =P ]-C 0+ W/n.
This I‘L'thi{_1[|.~;hjl‘| allows the consideration of a number of alternative

search strategies or tt‘L‘.]lIl{illi{‘hZ

S;: E(Ry) =Ps,+]-C, @, + W/n

Sa: E(R2) =P5, ¢ J-Ca @2 + W/n

S;: E(Rs) = P55+ ]-C3 @ + W/n

S.: E(R,)=P5,«]-C, O, +' W

These possible alternatives represent options to the individual as he seeks

to find new or different employment. The vector

E(R;)

E(R.)

E(Rz)

E(R,)
represents the payoff matrix to the individual as he seeks to change jobs.
The rational individual with perfect knowledge will select from among th
strategies so as to maximize expected return over time. However, many fac-
tors, including the lack of complete rationality on the part of all participants
in the market, basic imperfections which exist in the transmission of infor-
mation, and the state of the labor market, combine to make the job search
process less efficient than is true in the ideal case.

An Empirical Investigation of the Models

The given theoretical framework on the process of job search was invest
cated by a mail survey of some 5,000 scientists and engineers who grad-
uated from colleges and universities in the northeastern United States. Th
respondents were asked to report on the details of their most recent job

change, regardless of when it had occurred. The questionnaires which were
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etun from the to dation tor the analvsis vhich tollows.”®
| ] qUESUOTIdAL] | ked 1.&? 11 I« ‘11‘“1! tents '.i-";'.'.:'.':_ ‘-."~'!ti| {
the last ime thev ch 1':-'_'_~'=1 iobs. the relative amount ot ettort the Y ext nde
each of a variet i .’"1.‘“Z-ull|l' a1 L.ll'!i strateoues. " search techniqu
1 Lavert NeTl | EAWVSPA P Proie onal |' LTl dll Ird L
2rs 171 i) 111 \ S (3T §i ' i l [".1h y Lln'.].[' Xy ...l {1111 “'..l"\l IThe L Ll
resume Sel 111 plication, and friends and relatiy At tl
indicate the speciti ireh strat h

£ 1 T 1|-|l'.- extel [ v '|=] ol
1 1 )
of the labor marl behay the
- Normat r th 111} LIT1D ' 1
{ ntensit B} I": an10n l 1 Si 0Ot 1oL
| able ]
\ RAGE ] EENST OF UTILIZATION AND PERCE!? \GE RETUR!
OR PAYOFTF OF FOURTEEN JOB SEARCH STRATECGIES
TOTAL SAMPLE OF EXPERIENCED SCIENTISTS AND ENGINEERS
A eragi Intensity i’xlkll}.’-f o
Search Strateg of Utilization Individual Strateo:
Newspaper idvertisement 1.96 9.9
\dvertisement in professional journal | .67 3.9
College alumni placement office 1.35 2.8
Professional placement center of
state emplovment service .30 1.5
*J'!I‘L-]':]. 1cement service I'-r:ﬂ.'l:it d
by previous emplover 1.10) .6
he “Greensheet” or other
1-‘.1';}1!:;'.t5.-r‘:1'. newsletter .09 () 4
rade papers or magazines .40 1.5
Professional meetings 1.29 1.1
Private empluyment agencies 1.70 7.4
Executive recruitment services ;.37 13
GRAD -H!.:;pn'.ri':’.—-‘w:l resume pi:_u---::n-n{ SETVICE .08 0.2
lechnical services agencies
i.e., employment “job shops’ 1.13 ).2
Friends and relatives 2.00 0.6
Direct __",'-JI-I'- ition 2.61 20.3
Source: "‘L_n"-.r~|:.1_ 165 173,
2 i-;." il r!r{rlili _{T:,ill'. 318 O T_1|1- ‘-:L'fiéfi:lTl'._f l'_'-':|.-|-|]_‘_'];- ,_:..'|-.;i =T, i-;;n-.~ i1 .\l:’!'\q' i”. i“t

LLabor Market for Scientific Personnel: The Problem of Allocation and Efficiency” (Ph.D
I!- ertation '[.-'H'.'ar:-‘ ” l-l-;".i-z"-',."'.' l!':'j.p'_] _\.,r'l'\,' *'tdlsIJ-.__ [‘.I'.-" ] ':Ir v,
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ment search strategies and the relative payol | techniques.
Perusal of the left column of Table 1 reveals that th lerable varia-
hi]ii_‘. n the utilization of search strategies. The four methods receiving the
least utilization include inIt-[]];u*{_‘x'rwilt service of previous rT!!E'}II.J'}'t_‘l"-'-,- eI1n-
ployment newsletters, the computerized resume service, and technical ser-
vice agencies (also known as job shops).

The explanations behind this lack of utilization are doubtless varied. Ob-
viously, the use of an out-placement service ld d nd upon the exis-
tence ol .-.ll£‘['1 a service Hi}-.‘l'.'Lh.'tl |H. Hu' previous '|.|£:-' 'YET, SUL‘h dll (.‘lpt‘l‘il-
ion would be expected only in a limited number of cases, The fact that

:‘[JII_']Ii_l_"-..'n'.('Ilt III'\\"-.]f'tti'f.'H and t}u' ~.'iH'll]]lltl"i';.-'a‘ki resume service I‘EL‘:_'E\’{"(]
little utilization can be traced in part to their “newness.” The resume service
is a very recent innovation in the labor market, and while employment news-
letters have existed for some time, the frequency with which theyv have
been used has not expanded significantly.

The rise of employment “job shops™ is another rather recent phenomenon
characterizing the labor market for scientists and engineers. These organiza-
tions employ scientists and engineers and then contract them out to firms
who need certain types of skills for some specific period of time. Individuals
working in this situation are, in a sense, employed by two different em-
ployers. Their employment relationship is quite different from the type ex-
perienced by the majority of individuals. The atypical circumstances sur-
rounding this type of employment are likely to be negative inducements
to the use of this source of employment.

Four of the 14 listed employment search strategies—the college alumni
office, the professional placement center of the state employment service,
professional meetings, and the executive recruitment services—averaged
slightl}f better than those previously mentioned and had approximately
equal intensities of utilization. These four strategies represent somewhat
different processes. Because of the distance involved, a person seeking a
new job through a college alumni office usually makes contact by mail, re-
questing information concerning applicable employment opportunities. The
possibilities suggested by the alumni office are then sorted and ranked by
the job candidate, whereupon those appearing most desirable are con-
tacted for possible employment. This process, while offering the job search-
er the entire range of employment possibilities of which the alumni office is
aware, is limited by the time necessary to complete the initial contact and
the fact that employment possibilities may be too far removed geographi-
cally to make further investigation of certain positions possible without
difficulty.

The professional placement center of the state employment service, while
capable of providing ready access to some number of jobs at almost any
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iffers from the general reputation ot all employment services The

laim that the service handles only the lower quality employers, positions,

employment candidates carries over to all phases of its operations and
bviously includes those efforts relative to professional 1‘:[;1u.-ixn nt.

[he use of professional meetings as a source of -'m[;rfi_i_x'mrnt information

s certain deticien vhich all hinge to some extent on the factor of

Such meetings are normally held on an annual or semiannual basis

Hect f n to _1'..'.-_f!- employment—o the torced termi-

le fairlv closely with the time horizon of

111} :I' :.". i | :1:- ], fw.‘l' |"'Lt'||!-|._ t}“ ]".-.1""

another ||'].-.i'.‘xf.-|_~. lZ:l.fIx used

[ ¥ ., ]I.l*- one “]IIELIHHH

- of its operation. Because these agencies are

bjective of recruiting executives, the type of

ikely to have more management than scientitic

rientation. This situation would imply that use of such services would be

nited to those trying to move trom a scientitic position to a less scientific

| nals are likely to make up only a small por-
tion of the total !'-Ir‘.-..]_.!'_-._J of scientists and cngineers.

Higher ranking search strategies include trade papers, advertisements in

brofessional journals, and private employment agencies. The first two of

these three methods of job s arch are similar in nature. '11111'*_'\ represent a

part of the basic communication process that exists in scientific fields of

ndeavor. That is, such journals and papers are used to transmit the intellec-

tual and technical developments which are taking place at an ever-more-

rapid pace. As the scientist or engineer uses such publications as ready
urces of information related to his bield of specialization. so too is he able

to make use of them as a source of employment information. It might be
oted that the procuring of such information is “easy” in that it is available
or no extra effort because it accompanies the technical information.
The use of private employment agencies is a search strategy which is
somewhat different from those with similar intensity of utilization. It repre-
nts a process which requires a level of actual effort which is somewhat
ian is true in the other cases. The individual seeking employment

nust rmake mitia .'1}'-11!'1|'.L‘:-|.-n to the ag ney and then follow this up b}' con-
tacting those employers who have positions which are suitable to his train-
ng and skills. The desired objective of this process—employment—comes
Lthout at the t'frmj-}i.-f.l-:u of this latter ~i;1_'_;n‘.

'he search strategies used most intensively were newspaper advertise-

nents. friends and relatives. and direct ;1i'rp|it*ulirm. These sources. when

ken tocether. have at least ond aspect which differentiates them from
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made mori !."-"[‘H.'Ft”" and more easilv than H - I searct

\\l"'d\'fi-l,:"- I's -.-]l‘-.fl.‘l]“-]". It l-'rl'“'- nt a r 1 CONcaclt LI L'.ll i,ihli:"
market, Whether employed or not, the individual desiring or considering an
( .r-.J;‘-]--- ment change has ready access to this seement of the news media to
1ssist in his investigation. Perusal of the want ad section will pr wide a con-
siderable amount of information about the gen | demand for any [JLll'f.iL"._!-
lar b pe ot scientist or engineer, as wi 1]l as providi pecitic employment
[II}\HJIH] ties if they exist.

Friends and E".'].ill"\t"x provide d!:“illt'l' rather continuous form of access
to the labor market. Little effort need be extended i 1 contacting close as-

ociates for the purpose of ascertaining a-:np!mnu-ni possibilities. Again,
whether or not the individual applicant in question is employed at the time
of the inquiry is of little importance. The ability to test the market in a
rather casual manner is readily available in everyday conversation. This ease
of accessibility makes the use of friends and re latives a prime search tech-
nique.

The category “direct application” is the most intensively used search
strategy. It encompasses a t*nm;_}lrh- array of response patterns relative to
job search.

[t is important to note that the nature of these search strategies, in all
cases save those instances where the company or employer actually initiated
contact, involves the making of some form of relatively direct application in
the search for employment. For example, even after contacting present or
former colleagues, some form of direct contact must be made as the indi-
vidual follows up on the employment possibilities which have been sug-
gested.

Given the range of possible search strategies, the crucial question be-
comes: How effective are they in actually finding employment? This ques-
tion is answered in the right hand column of Table 1. This column repre-
sents a payotf matrix or vector which reports that proportion of employ-
ment positions found as a result of or via each particular search strategy.
The first conclusion to be drawn from the payoff matrix is that extremely
wide differences exist in the ctfectiveness of individual search strategies.

Four search strategies—out-placement service of former employers, the
emplovment newsletter, the computerized resume service, and the employ-
ment job shops—when taken together account for less than 1.5% of all jobs
found. Hli_f-_;[l[]}' better results were obtained through use of l_}ruh_*},':qi[_n'm]
meetings, the professional placement center of the state employment ser-
vice, and trade papers or magazines which, by producing 1.1, 1.5, and 1.5%
of the employment portion gained, respectively vielded just over 4% of all

new jobs.
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Of somewhat greater success in terms of job otters were advertisements
' . S| i L® . : Ny NG
professional journals 3.9%). executive recruitment services (o.04 and
the colleg: Humni nlacement ottice (2.8%). T~J'-__'1|"s‘.lu-1' ;Lu'_-i_wuul!n'_{ fltl' S01mMe
1 & . i
LU of all new positions found, these strategies iul'_:h‘l be pomted up as the
st to vield anv sionificant results. Two search strategies—newspaper ad-

ertisements and private emplovment agencies—are from two to three times

effective as the above in vielding employment pesitions. Producing 9.2

-i11 1 .45 'II ] :1'|1|.=!--'.j:=,--r;f :_‘rf'~*_ifl;rlt|'-. J'l'“-]"i-!'t’-‘_'i‘-."'_'l"t t}n"é:- two \'tl';";tl"_:‘:l."*
eld P iul‘r‘ﬁ .lf._‘a'*.=1'}:t'1f.

L

| | t efl ¢ search strategies, accounting for 67% of all new
bs found. are t! es “friends and relatives” and “direct applica
| ind relatives and 36.3% for direct application

he account tor a I;LI'*_[L'I' l“}l'rr[‘lul'l':u‘.l Ol i'}hfz found

lan 4 combined. Indeed. their effectiveness is dit-

& array ol : 1]* Scart !1 '-tt'tltl._"_fl".'w \‘.']lil'il screntists L'LH“] t']l_‘;’i-
ers may use o I![:nl 1_‘.'!1&'1]“‘. ment, t:Jl' most I'i.'l:"»tﬂif i]llt'\lI-HTl to Ll‘il'i 1S li“"-’*
efficiently these individuals use the variety of job sources. To answer this
juestion, the average intensity of utilization and the payotf matrix were
( -[:il“.-u':'-’ . I‘ use of T_llr i.llL.L. '-I".]::'I' L_"'-I'lt'].l:_'-.li': 1'="t'ftit'1'r.'1rt." T[n' H"-‘-H]til']’i
etticient is 9604, in licati g d |13'_j]1 1!1'_’_21'1?' of :'151‘]'1‘\'}‘;!allrlf'sli':' betweern
the effort made and the re turn or payott to that effort. In other words, the
sults for the agoregate H;LlHIU]r' indicate that scientists and engineers have

, :

fairly accurat idea of the l'ﬂ'l.kitl'a'-‘ vields of 4““!'%"-1'-. S fLI'ﬁ'[: kZ?:'x'_Tl"_flhe'_i and

ise them in relation to their probable eltectiveness.
i

— 1 :
| his ageregate view o1 the market, however. hides much of what is in
rtant. The market. as has been demonstrated on occasion atter occasion

nrocess. 1 his process occurs at different timmes. with ditterent lﬁf11}?[1

1 19 P * ¥ - - - w - ¥
nvolved. all within a changing economic climate. To summarize the market

. . ' pond 2
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havi u'rmi lerable impact on the process of emy What are
the effects of une mployment on the utilization of. p ' nd ettective-
ness -:f the various search strategies?

To answer these questions, the data from th sample were analyzed ac-
cording to two criteria. One was the overall level of economic activity ds
measured h}' the level of -'mr-mph;_t1;1{-ni for engineers. The other was the
length of time between jobs, on the assumption that a poorer economic Sit-
uation would be implied by a longer length of time between a given job

and the 51_1F)Sf‘qmmt one.
The data for assessing job search and efficiency, in relation to the unem-
ployment level at the time of job search. are summarized in Tables 2. 3. and

Table 2
AVERAGE INTENSITY OF UTILIZATION OF FOURTEEN JOB
SEARCH STRATEGIES, BY LEVEL OF UNEMILOYMENT

Years of Years of
High Low
Search Strategy Unemployment Unemployment
Newspaper advertisements 2.08 1.90
Advertisements in professional journals 1.56 1.71
College alumni placement office 1.38 1.34
Professional placement center of state employment
service 1.38 1.31
Out-placement service provided by previous
employer 1.18 1.06
The “Greensheet” or other employment newsletter 1.1} 1.08
Trade papers or magazines 1.47 1.44
Professional meetings 1.33 1.29
Private employment agencies 1.70 1.69
Executive recruitment services 1.46 1.32
GRAD computerized resume placement service 1.04 1.09

Technical services agencies (i.e.,

employment “job shops™) 1.12 1.14
Friends and relatives 2.10 1.98
Direct application 2.78 2.50

Source: Azevedo, 191.

4. The most striking immediate conclusion from Table 2, which compares
utilization of search strategies in “good” and “bad” vears,10 is that, with only

10 “Good” and "bad” years were determined by use of the unemployment rate data
generated in Azevedo, Appen-:ln Table B-1. These data produced estimates of the un-
employment rate among engineers for the period 1950 through 1970. The criterion used
for dividing the sample into one group which made job changes in “good” years and
one which made job changes in “"bad” years was whether in a particular year the un-
employment rate among engineers was below or in excess of 1.3%.
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erted by the individuals involved in search and tl ) lemand for
these individuals.

Note that three search strategies—the ;l.piu yment newsletiers, the com-
puterized resume service, and employment job shops—produced no employ-
ment at all in periods of high unemployment. This result supports the
above-reported tendency of the group to reduce search effort through the
resume service and job shops in times of bad labor markets. The lack of ef-
fectiveness of the 1_-r'nl1|m|m'nt newsletter is in conflict with the fact that
extra effort is {'Il‘n'll{_]t'i] via this strategy when H]I*'TI!IW!-P_'-'I'!'It‘l]t 1S lligh ( see
[able 2). However, the difference in utilization relative to the different

labor market conditions is small and does not represent a grossly different

p;ltt:‘*rh of behavior.

Table 3
PAYOFF MATRICES: PERCENT OF EMPLOYMENT POSITIONS YIELDED BY
FOURTEEN JOB SEARCH STRATEGIES, BY LEVEL OF UNEMPLOYMENT

Years of Years of
High Low
Search Strategy Unemployment Unemployment

Newspaper advertisements 10.5 8.9
Advertisements in professional journals 2.0 1.8
College alumni placement office 3.9 2.4
Professional placement center of state employment

service 1.3 1.6
(_'mt—pl;-lf:mnvnt service prm'it!ed h}* previous

employer 1.3 0.3
The “Greensheet” or other employment newsletter 0.0 0.5
Trade papers or magazines 2.0 1.3
Professional meetings 2.0 0.8
Private employment agencies 6.5 8.0
Executive recruitment services 2.7 3.8
GRAD Cnmputcriztﬂ resume placement service 0.0 0.3
Technical services agencies (i.e.

employment “job shops™) 0.0 0.3
Friends and relatives 26.9 32.1
Direct application 40.5 34.6

Source: Azevedo, 194.

Table 4
RANK ORDER CORRELATIONS BETWEEN INTENSITY OF UTILIZATION
AND PAYOFF MATRICES, BY LEVEL OF UNEMPLOYMENT

Years of High Years of Low
Unemployment Unemployment
9198 9429

Source: Azevedo. 195,




I|I']|' i
A\VERAGE INTENSITY OF UTILIZATION OF FOURTEEN JOB S5EARCH ¢ ARG BY LENGITH Ol

[TME BETWEEN JOBS, TOTAL 5AMPLI

['otal 0 1 2 ~ i 20 24 28 Week:
Search Strategy Sample Weeks W eek Weeks Weeks Weeks W eeks Week nd Oh
Newspaper advertisements 1.96 1.85 1.67 2.05 3.67 .70 00 .67 2.50
Advertisements in ['th'?fl".‘Q‘wft‘J!'IJ.:ll journals 1.67 1.64 .09 .65 2.0 | .82 75 2.00) 1. .65
College alumni placement oftice 1.35 1.29 1.17 1.33 2.25 1.54 75 1.33 1.79
Professional placement center of state
:*n][ih':_\mvnt service .35 1.2 1.2] 1.39 1.00 1.4] 2.00 133 0 95 .7 1.00 2 00
Out-placement service provided by
o) previous L‘11'|1'1|r_}j.':.'1' 1.10 1.10 1.04 1.09 1.00 1.15 .16 .13 1.00 1.50 .00 .18
¥ The “Greensheet” or other employment
newsletter 1.09 1.09 1.08 1.09 1.00 1.09 .12 }.13 1.25 1.00 1.00 .13
Trade papers or magazines 1.46 .47 1.25 146 2.67 1.47 1.60 1.14 .63 1.75 3.00 1.47
Professional meetings 1.29 1.28 1.17 1.42 1.00 1.32 1.32 1.50 1.00 1.75 1 00 1.44
Private 1'-111]11'.'1}‘1:1=“:1t agencies 1.70 1.59 137 1.70 1.75 1.90 2.50 .56 2 38 2 50 2 00 2 05
Executive recruitment services 1.37 1 1.21] 1.39 1.67 .24 1.60 .78 [.00 .00  2.00 1.78
GRAD computerized resume placement
service 1.08 1.04 1.04 1.14 1.67 1.12 1.20 1.00 .00 1.00 1.33 1.06
Technical services agencies (i.e.,
employment “job shops™) .13 110 1.10 1,12 100 103 132 122 138 150 2.00 1.19
Friends and relatives 2.00 1.90 215 2.11 2.00 2.14 219 255 225 150 333 1.78
Direct upplirnlinn 2.61 2.49 2.48 2.70 4.00 3.52 2.82 2.00 1.90) 2 50 2.0 255

Source: Azevedo, 196, 197.




Table 6

PAYOFF MATRICES: PERCENT OF EMPLOYMENT POSITIONS YIELDED BY FOURTEEN JOB SEARCH
STRATEGIES, BY LENGTH OF TIME BETWEEN JOBS, TOTAL SAMPLE

0 1 2 3 4 8 12 16 20 24 28 Weeks
Search Strategy Weeks Week Weeks Weeks Weeks Weeks Weeks Weeks Weeks Weeks and Over

Newspaper advertisements 9.1 5.7 7.9 0.0 125 83 364 0.0 0.0 0.0 0.0
Advertisements in professional journals 5.1 3.8 0.0 250 0.0 4.2 0.0 0.0 0.0 33.3 {.8
College alumni placement office 2.4 0.0 3.2 0.0 2.5 4.2 0.0 0.0 0.0 0.0 14.3
Professional placement center of state

employment service 1.4 19 1.6 0.0 2.5 4.2 0.0 0.0 0.0 0.0 0.0
Out-placement service provided by

ho previous employer 0.7 0.0 0.0 0.0 2.5 0.0 0.0 ().0 0.0 0.0 (),0
“  The “Greensheet” or other employment

newsletter 0.3 1.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Trade papers or magazines 1.7 1.7 1.6 250 0.0 0.0 0.0 0 0 0.0 0.0
Professional meetings 0.7 0.0 3.2 0.0 0.0 {2 0.0 0.0 (0.0 { K
Private employment agencies 5.4 5.7 6.3 25.0 15.0 16.7 0.0 50.0 0.0 0.()
Executive recruitment services 4.0 5.7 3.2 0.0 0.0 0 0.0 0.0 0.0
GRAD computerized resume placement

service 0.0 0.0 0.0 0.0 0.0 $.2 0.0 0.0 .- 0.0
Technical services agencies (i.e.,

employment “job shops”™) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 333 0.0 |
Friends and relatives 203 443 333 0 1758 333 455 376 0.0 66.7 28.6
Direct application 382 2864 397 250 450 208 182 182 66.7 0.0 47 €

Source: Azevedo, 199 200,




I'he rank order correlation coetficients in Table 4 give overall measures
of the effectiveness of job search in periods of high and low unemployment.
lhese indicate that search in years of ij_f_:h {*I'l]plm}nlt'nt 1S Hli;_f];tl}' more
eftective than in years of high lllu_‘lltl]]l_l} ment. This might be t','{p:'u;tn_tl
While engineers and scientists search more intr:ui'-.'rl} in bad times, their
extra eftorts will extend to less 1)[‘1![]11{"{“'-' methods of search. A g'-;rr.i{l labor
market implies that a more careful search can be carried out because of

easier access t ' | Fintormation.

ge intensity of utilization of search strategies by

the length of time bet employments. While this average may not apply
for an divid ., more than IIL’*'[} the leneth of ime between
ifulr' ] 3 I e level of mn-man} ment

[he results of dicate that, for all strategies save one, utilization
patterns t chs one becomes further removed from his previous
employment po n. 1he --:-.':_z_-ptiun;il case, use of private rrﬂph‘r}'nwnt

agencies, generally receives increasing utilization as the period of unem-
ployment becomes longer. For the other search strategies, use varies in in-
tensity independent of the duration of unemployment.

Some ditterences do show up, however, in the I‘Iai_‘-'uif matrices which are
presented in Table 6. Absolute pavoft of search strategies generally dimin-
ishes rupid]u after two weeks out of work. After that point, no less than five

of 14 (36%) search strategies fail to produce any employment. From eight

weeks on, four of the listed strategies (out-placement service, employment
newsletters, trade papers, and executive recruitment services) failed to lead
to a job. After sixteen weeks the above four were joined by three others
(newspaper advertisements, professional placement center of the state em-
ployment agency, and the computerized resume service ), producing a situa-
tion where a full one-half of the search strategies v ufdvd no employment.

On the other side of the coin, the only search strate gies which hold up
throughout are triends and relatives and direct application. Other search
strategies, notably newspaper advertisements, professional journals, trade
papers, and private employment agencies, were very important sources of
employment at specific times. There is, however, no pattern to these spo-
radic occurrences. The situation, then, is that the person out of work not only
finds it generally difficult to obtain employment because of the state of the
economy. but also finds the problem compounded h} the fact that most
search strategies are no longer productive.

This general result might lead one to conclude that the labor market is
less efficient the longer an individual is out of work. This conclusion is not
fully supported by Table 7, which lists the rank order correlation coeffi-
cients between intensity of utilization of search strategies and their associ-
ated payoff matrices. Table 7 indicates that there is a general downward
trend in the value of the rank correlation coefficients as the number of

(9 bar
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Fhe value of these coefficients increases substantially at four weeks and
Lrain at 24 wed ks, re Ht‘Li]Il: ”U‘ success of i{'it'llulw .11111 relatives ;th th't'k'i
li'll)]](".].t””l 1j]'l. I’Jl'lt}l 'I"t t]!l“\i' CUseS ll“i]._ .'liIthll.“]LIH"-_ Hl"k‘f.‘\{'!'.'lrl'l'r ;lti"n-tkl-tj.'ﬂ'-
ments after four weeks of mmnphmnrut Relative low points occur at
three, cight, and 20 weeks between jobs. The overall conclusion to be
drawn from these results is that the duration of unemployment has a very
complicated, less than fully direct, relationship to job search. Time without
work induces individuals to resort to different search patterns and yields
resulting differences in efficiency. The greater the time without a job, the
higher the pna:xi!‘-ilitu' that knowledge of employment will be gained as the
result of chance rather than ettort.

Summary and Conclusions

[0 completely summarize an investication of the structure of the labor
market requires sitting through countless interactions of almost unlimited
varietv. The labor market for scientists and engineers, while different from
other labor markets in many respects, does have some strong similarities

Considering the agyeregate resul

ts, the two search strategies which were
most intensively used and most successtul were direct application and con-
tact through friends and relatives. 'l he next most intensively used strategies,
which wer {"‘[IHIL_[-'i';l}II‘I. Ir S *«"-n't'n"a\'fllr_ waoere IH‘R‘»'NP;'II‘IL“I' '.'uhL'I'lim*Tm'Ili.\
i privite lnui'nlu.n.*.m'nl agencies. Al the other extreme, the least successtul
earch strategies were the computerized resume service, the “job shops,” and

the employment newsletters. This pavoll pattern can be vxlmlzmu-d by con-

"‘“‘1;
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contact with the information source and then obtain a § juent iuL'L'till}_f'
with the employer. These acts take time and effort—perhaps too much for
them to be effective in some instances.

Search strategies with intermediate levels of success—advertisements in
professional journals, trade papers, college alumni offices, the state employ-
ment service. and executive recruitment services—are limited in these same
two respects. ']“[u-} are either infrequent in occurrence or lack “iinmetliac}'“
(as is the case with professional meetings) or pe rhaps both (which is the
situation for the public employment service which, because of its generally
unfavorable reputation, may deal only in relatively poorer jobs, submitted
infrequently, with limited information available); they suffer from the prob-
lems of being unable to transmit sufficient information (as is often true of
trade papers).

Only when unemployment becomes a problem and persists does the indi-
vidual engineer or scientist take the time to intensively uvestigate the rela-
tively unsuccessful employment sources.!® This is the same thing as saying
that when the condition of the labor market deteriorates, the behavior of the
participants responds and search efforts are expanded. But of more general
significance is the overall pattern of job search, which exists in both good
and bad times.

The most striking aspect of the process of job search among scientists and
engineers, as noted earlier, is the remarkable similarity between their suc-
cessful search patterns and those of manual workers reported in other stud-
ies. Table 8 presents the payoff matrices for five types of job search strategy
for the engineer-scientist sample and those from the studies of Lloyd Rey-
nolds and Joseph Shister and Charles Myers and George Shultz.!* Perusal
of the table reveals an amazingly consistent set of results. In all three sam-
ples, the most successful strategies are friends or relatives and direct appli-
cation. Newspaper advertisements and the state employment service are at
the other end of the spectrum. Throughout, similar patterns of payoff exist.

It should be noted, however, that there are differences in the level of re-
turn among the samples. The payoff from using the state employment ser-
vice is much lower for the scientists and engineers than it is for either of the
two groups of production workers. This difference reflects the generally
lower level of attempted utilization of this search strategy by individuals
with scientific and technical training. By way of comparison, the payoff to
direct application is higher for the scientists and engineers than it is for the

13 Obviously this does not mean that such employment strategies will be more effec-
tive for the unemployed. Rather it is an indication that in desperation a greater effort
will be extended, as discussed earlier.

14 Lloyd G. Reynolds and Joseph Shister, Job Horizons (New York: Harper and
Row. 1949): and Charles A. Myers and George P. Shultz, Dynamics of a Labor Market
(New York: John Wiley & Sons, 1951 ).
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Table 8
PAYOFEF MATRICES: PERCENT OF EMPLOYMENT POSITIONS YIELDED
BY FIVE SEARCH STRATECGIES, SCIENTIST AND ENCINEER SAMPLE.

AND TWO PRODUCTION WORKER SAMPLES

Engineer- New Haven Nashua.
Scientist Connecticut N ew H;unp:«hin-.
Sample! Sample= Sample3

\ D ertisement Q9 9.0 55
3 ' 1.5 13.0 3.0
r I'l..l" ._?,.I '_J -.:lll: qri‘
) 16.3 1.0 17.5
Al ot 22.4 19.5 35.5
wpsed for comparison
L | ].m--;mh HE.:-—.’:': .-'r.lf; ,frf-':.".'_'.-'rt:. N ew XI'.urL_ lLﬂ']H"]' &
Charles A, Mvers and George P. Shultz, Dynamics of a Labor Market ( New
| Wil Sons 1951 is
' H - g -
roduct worker samples. The same can be said. with less 1-lnphem'~._ to1

O use or newspaper advertisements. This reflects, in part, the

attempted utilization of this strategy by the technically trained.
navoft levels reflect the different choice l‘utttt-'rhh of the

l
rained and the production workers

e similarities which are signiticant in that they highlight the

on links which exist across all subsectors of the labor market.

that both eroups relv on friends and relatives and direct :1pp[it_';t-

E |

n for ployment has significant ‘.If]'.]"}ilf._';tl"alh- for the etticiency with
h lal narkets operate. This is especially true for the science and en-
0 T her technologically advanced job search machinery,
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EMPIRICAL GENERALIZATIONS ON
LABOR TURNOVER

B. V. Anderson

| nitri
he p y to present a number of empirica weraliza
On er. These empirical generalizations were for
mul: lvsis of much of the literature and research on
3 -
Flach genera es the relationship ot labor turnover to a spe
]
riable. T1 ler investigation are the following: economic
m n writal status. size, race th of service, absenteeism
led | unskille N& blue-collar and hite Han Ork S, | fes
OT1a s |i 'l]I f:u \ ! 1 OT Tl [ 1 I'MImenc Oowtli E'H]L; 1abtion
lit LUN1on ) ! DENSIO ‘51.. 1011 ership, raral a irban
cano oTant 19 | .]]1 rram
Som t th | riables have been studied and research much
more completely tl have others. As a result, the empirical generalizations
resultine from the iriables which have been studied more completely will
epresent, to that extent, a statement of stronger foundation. This does not

B T 1
mean that the generalization itself is fronecer or more accurate than thi
1 1- s . 1 . q '
other generalizaions, but merely that the empirical data from which it was

ITAWN are more numerous ii'br'i ;Hylit.illti'

SINCEe measurement 1s a '--Lll[ !hﬂf- ':! L1113 .xl.}l"l turnovel il[ILl]'\-C‘-J‘-, cl |}'|1i'j

eview of measurement methods precedes the +-in|lf“ﬁir'it';t| generalizations.

Measurement of Labor Turnover

One of the major problems in interpreting data and research on labor

JI."

nover is that the measure of such turnover is not consistent and/or is not

specitied. As a result, it becomes difficult to draw meaningful generaliza-

tions from such data without further interpolation, and in some cases it be-

ies an impossibility to do so. The lack of meaningful generalizations

means that frequently an individual research project remains just that—an
! i J

individual project—and in many cases does not contribute to the broad un

1 n . ! ) ; B . -

derstanding of labor turnover. Therefore, it is very important that the meth-
i

i

d used to measure labor turnover be specified and fully explained in each

Mobility and turnover are often confused with each other and sl inter-




1
changeably. Analysis of mobility requires a comparison of the worker's sta-

tus before and after a labor market transaction—for ¢ xampl change of
jobs, a move into or out of employment, or into or out of the Lihm force.
Turnover, on the other hand, is based on a count of n'LL!I'thiHTl.‘i Or acces-
sions. Mobility is movement.! Turnover is but one facet of Inilhilit}'.

There are at least 30 measures of turnover ;lII'l':'l{I_\. {hm'-]udpml‘ r.m]}' a few
of which are used consistently. A presentation and explanation of the major
measures of labor turnover fellows.

Accession rate and separation rate

Accessions are often thought of as merely additions to employment and
are expressed as a rate.

Separations are terminations of employment. Terminations can be broken
down into two specific categories, those initiated by the employer (layofts,
dismissals, discharges) and those initiated by the employee ( quits, or volun-
tary separations ). Thus the quit rate is a th‘Llf ic kind of <cparation rate and
should be so distinguished. The separation rate is often referred to as the
“crude” rate when it involves both kinds of categories. The separation rate
used as a “crude” rate is found in the following manner:-

(number of leavers in a period / average number employed in the
period) > 100
Frederich Gaudet uses yet another method to arrive at both the accession
and separation rate.? Given the following:
A = accessions ( hires and rehires ),
3 = separz.ltums.
F = number of employees on payroll at beginning of period,
L. = number of employees on payroll at the end of period,
N = (F + L) / 2, average number of employees on payroll for a spe-
cific period,
then the accession rate is A/N X 100, the separation rate is S/N > 100, or,
as a comprise rate using both A and S, (A + §)/2N < 100.
Replacement rate

In any given period the lower of the two rates (accession and separation)

may be referred to as the replacement rate for that period.*
\'x-’ziat;lgt? rate and survival rate
The wastage rate relates turnover to the length of stay of the new workers

| Some would say that this is “succession,” which refers to the degree of membership
movement through the roles of a social system.

2R. Van Der Merwe and Sylvia Miller, “The Measurement of Labor Turnover,”
Human Relations, 24:3 ( June, 1971), 233-253.

} Frederich Gaudet. Labor Turnover: Calculation and Cost, A.M.A. Research Study
19 ( New York: American Management Association, 1960 ), 13-36.

4 International Labour Review, “Labour Turnover: Meaning and Measurement,” 5l

1980). 513-526
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\ relatively new measure of turnover, the Hht-ti'ﬂ“l:. rate, indicates the
read of turnover throughout the different positions in the organization
he separation rate shows the total volume of turnover in an nrj_{dni;’.;ttinn 1N
lation to the number of positions in which it could have occurred. The in-

tability rate gives the percentage of positions in which separation actually
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easure is going to be used toi comparative purposes, that such a length of
me be identical with that of other data with which it is to be compared or
nalyzed. Often the length ot time is not made clear or is assumed to be
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he posiave corr lation between the amount of labor turnover and the
¢l of business activitv has beern J"HL--ErPﬁfuﬁl;irJ over time. The av-
re monthly separation rate in manufacturing industries was about 4% of
mployees on the payroll, both during the depressed 1930s and the pros-

rs prior to 1929; but in the latter period about three-fourths of the

rations were initiated by the emplovee, while during the 1930s only one-

luntary.® During the prosperous 1940s. voluntary separations
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During the prosperous 1920s, about three-fourths of all se tHons in
manufacturing were voluntary, but during the depressed 1920s, voluntan
quits shrank, on the average, to one-fourth of all separations, and. in certain

years, approached the vanishing point. There is evidence that during the
1950s, at least among manufacturing workers, the ratio of voluntary quits to
total separations was lower than in the 1940s. The average monthly separa-
tion rate in manufacturing between 1954 and mid-1959 was in no year
higher than 3.6%, and the corresponding quit rate ranged between .9% in
1958 and 1.6% in 1955 and 1956. Thus, even in the relatively full employment
years of 1955 and 1956, voluntary quits constituted less than half of total
separations 8

In the United States a preliminary check of the quit rates reveals two
overriding influences which produce a great deal of the variation. One of
these is the business cycle. If the average monthly quite rate is plotted
against the rate of unemployment (as a percentage ol the civilian labor
force), the explained variance is 39.8% for the years 1910-56. The corre-
sponding figures for the 1930-56 period is 70.09 (data are more reliable
since 1930). In other words, 70% of variations in the quit rate during this
period can be said to be associated with variations in the employment rate.
If a more refined alternative approach is used, about 85% of the variations
in the quit rate since 1930 can be explained by variations in the unemploy-
ment rate.® The difficulty with using the ratio of unemployment in the
above study is that it refers to the labor force as a whole, whereas the
available quit rate data refer to manufacturing workers only.

Additional study has shown that when a worker has assurance that an-
other job is available (full employment), he is more apt to quit his present
job. The increase in the quit rate in the plants of the Trenton, New Jersey.
work area reflected this job availability.19

Not only has this generalization concerning employment been shown to
be very solid in the United States; it appears to be just as solid on an inter-
national basis. In Sweden this has been shown by a study of the iron and
steel industry at the beginning of the 1950s. In 1952 the demand for labor
was sharply reduced. As this reached a low level at the outset of 1953, the
work force also began to shrink. In the ensuing 18 months the number em-
ployed fell off by about 5.5%. This decline was paralleled by a fall in the
separation rate 1!

8 Herbert S. Pames, “The Labor Force and Labor Markets,” in Employment Relation:
Research, ed. by H. G. Henemans, et al. (New York: Harper & Row, 1960), 18.

9 Arthur M. Ross. “Do We Have a New Industrial Feudalism?’ American Economu
Review, 48:5 ( December, 1958 ), 905-909.

10 Sherril Cleland, The Influence of FPlant Size on Industrial Relations (Princeton:
Industrial Relations Section, Princeton University, 1955), 33.

11 Magnus Hedberg, The Process of Labor Turnover ( Stockholm: The Swedish Coun-
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"-"-l'rI'I'\'! 'S 11 H?f' H]El{'{' d e *._THH]?H Hht!! in the voun - \ [.:"-i'J_i tor
more than one {'H‘I]‘JTH\'{T_ These results call attention t F that the age
interval used in classifying the data may conceal rel iships between age

and mobility and/or turnover.!*

Palmer found that the younger the worker, the | the average number

of il,]]w held {llll‘fH*j‘ the I*H'l'i-wl 1940-49. and that 11||:1rh:';!.-, decreases as age
increases from 20 to 65. This fiilthhﬂl is not u.[H!'tr' as consistent for women as
for men, but nonetheless is still consistent. Sometimes over age 65 there
may be an increase in nu,ri)i]jt}-,f-'ﬂ

In Sweden Ht-p:lrtltinm 1..111='l off Nh;trpl} with 1 o ave, but with a minor

difference between men and women also.

In Great Britain the relationship between labor turmover of adult workers
(20-26) and their age is clear. Until the stage of retirement is reached, in-
creasing age is accompanied by a marked decline in turnover. The available
+ is the same, older

material indicates that even when their length
workers tend to have a lower turnover than younger ones.??

The general pattern, valid for both men and women, is one of low mobil-
ity and turmover up to the age of 20, a very high rate of job changing
through the early twenties, and then a steady decline through the remaining
working career.*! Going back into the early 1900s in the few factories which
reported labor turnover rates classified by the age of workers, the turnover
of young men and girls was decidedly higher than that of the rest of the
working force.=

Pames goes so far as to say that an inverse relationship between turnover
and age has been conclusively established.

In a Bureau of Employment Security survey of turnover rates in a number
of metropolitan areas in 1956, annual quit rates for both men and women
were found to be twice as high for those under 45 and for those 65 and
over.=d

Findings in Japan were such that a negative correlation between age and
change of employers was ]'ustified; that is, the younger the age, the higher
the mobility.>*

17 Ibid., 103.

18 Cladys L. Palmer, Labor Mobility in Six Cities (New York: Social Science Re-
search Council. 1954 ), 40.

19 Hedberg, op. cit., 45.

20 Long, op. cit., 64, 70.

21 QOrganization for Economic Cooperation and Development, Wages and Labour
Mobility (Paris: July, 1965), 55-56.

22 Symner H. Slichter, Tumover of Factory Labor (New York: D. ;'gpplemn and
Company, 1919), 76-84.

23 Parnes, Employment Relations Research, 21.

24 Azumi, op. cit., 34-35,
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While mention is made, at least once, of the age of 30 as the lower limit
of the age bracket for decreasing turnover, such a claim has not been fully
justified, since it could just as well be anywhere between 25 and 30.25

The results of other research concemning age and turmover—Hulin. 1956
Levin, 1957; Shister, 1950; Ross, 1957: Kitagawa. 1953—all tend to support
the stated generalization.

Kitagawa's analysis of the data collected in the six-city survey showed

i

i

that the inverse relationship between age and mobility remained unchanged

when variou tions of the factors of migrant status, occupation, in-
dustry, education. time spent in labor force. and veteran status were held
constant. Of all teristics studied. the most :-fr.';tI']_\.' associated with
mo bil
] turnover among unskilled workers than among
killed work o bad economic conditions.
This generalization has been the &;uhin:i:t of considerable il“l'u't'ﬁitig{‘ltnm.

Findings of early studies revealed that turnover rates were much higher for
unskilled workers. In the turnover studies of 1913-14 and 1917-18 conducted
by Slichter (1919), the turnover rate of unskilled laborers was considerably
higher than that of skilled workers. In these studies a skilled worker was de-
fined as one who possesses all-around knowledge and who does work which
requires an apprenticeship training or the equivalent.26

More recent studies, on the other hand. have implied that the opposite
relationship may be nearer to the truth.2” These studies indicate that dis-
satistfied skilled workers are the group most likely to move from job to job
without intervening unemployment when times are good.

Additional research shows that occupational structure of the industry ap-
pears to have a negligible influence on involuntary turnover.28 Similarly,
Burton and Parker conclude, “There is no evidence that the percentage of
all employees in each industry who are production workers are related to
voluntary mobility.”29

Recent research also shows that better educated (in this case. more highly
skilled) workers get ahead by changing jobs, and that the less educated
(unskilled) stay behind and move into higher paying but not higher skilled

=5 H. Behrend, The Manchester School of Economics and Social Studies. 62.

-8 Slichter, op. cit., 57-74.

27 Sara Behman, “"Wage Determination Process in U.S. Manufacturing,” The Quar-
terly Journal of Economics, 82:1 ( Feb.. 1968). 121.

<8 Walter Oi, Fixed Employment Costs and Labor Turnover in Manufacturine In-
dustries ( Evanston: 'l'rdllx]ur:‘futiul] Center and Dt;‘;‘urtlr‘lr.'!lt of Economics, Northwestern
University, undated ).

-9 John Burton, Jr., and John Parker, “Interindustry Variations in Voluntary Labor
Mobility,” Industrial and Labor Relations Review. 22:9 ( Jan. 1969 ), 214.
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1961, 16.7% of unskilled laborers i.'J..‘.l'_';Iw] Crnj lovers, thi --;ru-w}_i-‘.:mli!if_{ fi*_*;
i1 { U] skilled ‘~'~='i'|‘-xf 'S l:-'i:a-_‘H 114 HIT!I‘.!;III‘H th qu L rare dImong unskilled

orkers in laree firms in Lombardy ( Italy) was 27% in 1961, against a fJ"_:tLI't'
of onlv 6% for skilled workers. In the United States, the amount of job chang-

ng of unskilled workers outside agriculture and mining is the highest of

any of the oce llputintm] categories tor w hich data are available.5=

Palmer has also shown that skilled craftsmen hold fewer jobs over a ten-
vear period than do male operatives or laborers, and that job mobility is rel
atively low in occupations for which extensive training or experience 1s re-
quired.?3 Men on skilled work usually have the lowest turnover, and those
on unskilled work the highest; the turnover of semiskilled workers usually
lies between these two extremes.’® In addition, she found that turnover
among men in a factory varies greatly according to the skill which the pro-
duction methods require. The skilled workers have much the lowest tum-
Over.

Much additional evidence can be brought forth to support the stated gen-
eralization such as Christopher, 1959: Leving, 1957: Behrend, 1955: Shott,
1963; and Shister, 1950.

A problem one must be aware of when dealing with this generalization is
that the method used to define and measure skilled and unskilled workers
often varies from .Hlmi_x' to hlll{]}_ When such is the case. it becomes difficult
to make valid comparisons between them for generalization purposes.

While recent research indicates that the stated generalization is not as
solid as it once was thought to be, the vast [’H't'[}tHH]{‘]‘EIH‘{'IL' of evidence still

xnppurta 1t

30 Ivar Berg, Education and Jobs: The Great Training Huhhrr_r; ( New York: Praeges
Publishers, 1970), 91.

31 Ceoffrey K. Ingham, Size of Industrial Organization and Worker Behavior (Cam-
bridge: {-‘.llll.lllltl'._'l' University Press, 1970 ), 23-24.
12 Organization for Economic Cooperation and I)t'\'t‘lt}ptlll'llt, op. cit., G2.
\3 G, Palmer, op. cit., 125-126.
4 Long, op. cit., 80, 1185.
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more employers during 1952. However, he implies that f results

are inconclusive.

In another article Pames states that there are methodologis [itticulties
that complicate the analysis of these generalizations.”® Women have less
continuous I}E.{ri]"i..-ljl-}i.jnliljjj in the labor force and {_':mu'r_lm*nth a smaller PO-

tential for job movement than men. On the other hand, the intermittent labor

force attachment of many women means that job separations are frequently
indicative of a propensity to leave the labor force, rather than to change
jobs. Finally, differences in the occupational ditferentials in mobility may
mean that sex differentials simply reflect occupational differences.

In the Six City Study, Palmer states that when age, migrant status, and
marital status are held constant at the same time, the differentials are fur-
ther widened so that women appear less mobile than men. This study also
showed that the percentage of women reporting work with one employer
throughout 1940-49 is consistently lower than the corresponding percentage
for men, except for veterans. !

[n an earlier study (1917-18) of 45 establishments, the males had a separ-
ation rate of 6.0 compared to the females’ rate of 3.7.41 Cantion is advised
in interpreting these data because practically all the females were clerical
employees. This study also indicated larger percentages of separating male
employees are bunched in the short service periods. For those separating in
less than three months, 63% were male and 50% were female. Between six
months and one year, the percentages were about even. From one to five
years, females had a separation rate of 18.7, compared to 11.2 for men. Fin-
ally, of the employees leaving after tive years, 5.6% were males and 6.0%
were females.4?

Slichter found in his carly study (1917-18) that in 10 industries the turn-
over of males was larger than that of female workers, while the reverse was
true of three industries.*?

[t is appropriate at this point to indicate that the majority of studies have
found women to have a higher turnover rate than men. Even Long’s stud)
in Great Britain, after pointing out many exceptions, reached the conclusion
that women have a higher turnover rate than men; it must be noted, how-
ever, that manufacturing was the main sector researched.#* Behrend also
found in a very small study (N = 123) that the separation rate for male
teachers was 10.3 and for female teachers 15.7 for the vears 1946-52.4°

39 Parnes, Employment Relations Research, 22.

10 Palmer, op. cit., 39-43.

11 Brissenden and Frankel, op. cit., 47.

42 Thid., 54.

13 Slichter, op. cit., 62.

44 Long, op. cit., 42.

15 Behrend. The Manchester School of Economic and Social Studses, 65.
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\ recent study in the United States concludes as tollows: ™. . . the theo-
retical argument about the direction of the effect of female employment on

- 3 g . 1 ] o : .
in industry’s quit rate was inconclusive. Nevertheless the CTMpIric al results

] = 1

suggest that the higher the proportion ot fema

1

i c‘[HI_‘r!rﬂ ces, the }H';Hn r will

be the quit rate. 4
In Japan the separation rate for women was shown to be higher than that

tor men. In a study of 19 large factories and 34 small ones. the highest sep-

aration encountered v 6 tor men and 14.0 for women in the same plant.47
In Japa nt primarily for the period between school-
ng and mq 0 their quit rate is much higher than that of
Netl

In severa ]!;"I".'_I~.Ll'h and .\hu'l:n}r: 1952, and British

[nstitute of M . there are indications that separation rates
T WO ' her than those for men. but not bv much
he relations] X and turmover appears to be an ambiguou
me, to say the least. Much additional research is needed to clarifv. elim
nate, or remtoroy previous) held concepts n ti 1bject
T'here is more labor turnover mong Dlue-collar workers than among
white-collan ke
[he classifying distinction between blue-collar and hite-collar workers

that the latter are salaried. and the tormer are paid by hourly wage rates.

'his distinction does not alwavs hold true. but practically all researchers

eat it as the major difference between the tw groups.
"}.‘ll-‘-. maoeaoer q!-..'!.-. I avdl :'L.irfr' (1 "_}Jf turmover Lnllnf 11 !!:-.;]i[‘- O] \1!11"[4 -

-H1']~li' ‘-.‘.fII';{l‘_".":«_ FJE‘:f f!r;'.“- IS jll'--t one Ot ’{]!* l‘I'TZ.":’.'i_'_iI l““fi I[]I.".'H H}HIL}! Arises
vhen !'J-'.rl-\'"llf_: at white- HH ir "-1-"*]-!“‘. s. White collar aroups do 1ot Ff'[ni
themselves as readily to Il‘lil‘.i'llli’_:lllf:lw f'l-.i‘u\.f.*l-t'd{;“'l'h by 111]1_ f.‘f-!l_'ll..Lt':H.rl.lI
background, hierarchical status. and other relevant characteristics.

A :'_'Ir;'.'i;uir‘fhirzj E;ﬂ-f‘.'{v'r'l! rfl.LHl!l.!f 1.'\'1.!1'}'x"r"' [-'."\{IL"‘{' .Hii.i \x'hi[:‘-t‘t]”;ri' u'u_'[}.-

crs employed in manufacturing in 1962 revealed but minor differences for
,

[reri, wWinereas -'.!"Hf-r-‘. 1CES f'.ll' women seem to i!|-'|'r.*;:_m- W EHJ I‘]_ﬂ-li'-j: ayve T.lhti|
the age of 65, where the difference between white-collar women and blue-

collar women was 15.8% greater turnover for blue-collar women. The differ-

ence in the ‘if'i‘liil"lij-'-ii rate I‘Js'h‘i'f'i'!l men in the two *ﬂ[]'rHrIH was never great-
er than 2.6% for any five-yvear period 48

Lerman statistics :-Luh.' lll.{’[ Tf:t- OV :L'.” rate ot li_rir ni];lllt{_;li: Was JJHH:H[
hree times as high for wage earners as for salar carners in 1961, a relation
vhich held both for individual sectors of activits across the countrv and for

A E'ir!.i: H. Pencave . An "H‘Hi-!rF,r"-"F f -I'-'rif' ':,I.'If|' iate in American _*.fr_".'lu'_lu. turing In-
: _ ; _ : . . e -
ustry ( Princeton: Industrial Relations Section Department of Economics. 1970) 2

17 Azumi op. cit., 32
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the average of all activities within each ot the | y se, in the
Nookoping (Sweden) study;, manual workers made mo: y shifts than
white-collar workers in the 10 years 1948-58.92 Azumis study in ]._1}1:;11, al-
though not giving statistical evidence, states that low labor mobility is as-
sociated with white-collar rather than with blue-collar workers.>

Studies in the United States support the stated ceneralization. One ol the

results of the Six Cit .“itm]_\ was the indication that blue-collar workers

were much more mobile than white-collar workers. Using the average num-
ber of jobs held as the measure, this study shows |-1":-+|.-~-x:-|3m[_~; (2.4) with
less mobility than all but managerial personnel (2.4): laborers have the

most mobility (3.1). Clerical workers (2.6) were shown to have less mobil-
ity than crattsmen (3.1 ) 2]

Salaried employees, on the whole, are considerably less mobile and have
fewer separations than blue-collar workers.

There is more labor turnover among employees of nongovernment or-
canizations than among employees of government organizations.

A study conducted by the American Hospital Association and the Public
Health Service showed that there was a much greater separation rate among
personnel in private and church-related hospitals than in government hos-
pitals.52 The turnover rate for all personnel in government hospitals was
52.2, compared with the rate for church-related hospitals, which was 67.5.
The difference in turnover between private and government hospitals was
not significant.

There may be an exception to the stated generalization which was raised
by the 1955 study done by the American Nurses Association. This study in-
cludes only nurses, while the previous study included all personnel in the
hospital. The exception is that in government hospitals that are not federal,
turnover may be higher.

Research and development organizations may give additional support to
the stated generalization. In his study of R and D organizations, Evans hy-
i'n':thmizvd'thut there is more turnover in nongovernment R and D organi-
zations than there is in government R and D organizations. He states, “This
difference between the two laboratories may be due to the higher rate of
turnover of 1‘}1‘1'1*f("55i(iﬂ:11 personnel in the industrial laboratories than in the
oovernment laboratories.™?

Sweden provides the location for a study which indicates that length ol
service turns out to be consistently longer for male civil servants than foi

19 Organization for Economic Cooperation and Development. op. cit., 62.

50 Azumi, op. cit,, 39.

51 Palmer, op. cit., 72.

52 Levine, op. cit., 51.

53 William Evans, “Conflict and Performance in R and D i_Jr;:;-mi‘rutimls," Industrial
Management Review, 7 ( 1965), 43.
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white-collar men in manufacturing. When such a comparison is carried
ver to other groups, civil servants still have the longest lengths of service,
followed by insurance employees, white-collar workers, and so on.54
[f teachers are to be included as government *.‘I[ip[(!"-.'l'{”‘-, it 1s I\Ilrm.".l that
their length of service was 3% to 20 times greater than that of i';u:tmj' work-

BES.™™

Most studies which have jl'!‘u'L"_\tif_;lt{'Ll the IHHH’L‘!' turnover 1in 203 ernment

"":Ii":: ment gent ralization hay

ve concurred with it, but more studies are
needi & "_ft'l!f'I‘;L]i.-".;tl'itlll.

| tionship between the amount of labor turn
y turnover, and size of organization.

'h rs of { 15 research into the size-labor turnover rela-
ns - ' tent.

3 show that both accessions and H:_-i?r;ll‘;Llum
rates 1ncreased wil ze in nine firms and decreased in 35 firms.?¢ How-
s statement could b :zlirJr'LLLliilf_{ because the quit rate was ]]i_Lﬂ]['I' 11
larger tirms. The lower turnover rate in large firms is then due mostly to the
rate of involuntary separations, which in 36 cases were lower in Lim firms

than in smaller firms

[n more recent dudu s involving hospitals, the instability rate among all
nursing personnel was greater in large hospitals, Lilthrm”h the size of the
:|:_hplLLI had a varying effect on different categories of personnel.57 In an-
other study involving hospitals, the lowest separation rates were in small
hospitals (under 50 beds). Hospitals of 500 beds or over had the next low-
est \'{'fﬁ-'*l‘;ttlﬁl'_m rate, while l]{':-‘_-ipi['il].“i with the lll.lf-__ﬂlL'.‘:-t 5{'1};11‘11tit._ln rate were
those in the size group from 50 to 99 beds.58

The Acton 5{:;;:ir*t} Trust tound no significant correlation between the
quit rate and size, stating, “But there was factory by factory, no significant
correlation between voluntary labor turnover rate and the total absentee-
ism, nor with the size of the factory.™® Ingham also states that no signifi-
cant relationship has been disce med between organizational size and vari-
ous measures ot labor turnover.6? Long states that there is no clear relation-
ship between factory size and turnover rates, but, if anything, lower turn-
over rates were the more common among the smaller factories. This result
disagrees with that of the British Inmtut{ of Management. However, when

p——

54 Hedberg, op. cit., 77.

55 Behrend, The Manchester School of Economics and Social Studies, 68,

56 Woytinsky, op. cit., 59,

57 Levine, op. cit., 53

o8 W, I Chribtﬂphﬁ'_ “New Horizons for M.lki_ng: Recruitment Efective,” Hospital
Progress ( August, 1959 ), 62.

59 Acton Society Trust, Size and Morale, Part I ( London: 1953), 36.

60 Ingham, op. cit., 25.
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controls are applied to the Institute data, there w | trend in the
relationship between factory size and turnover.'

In the United States a a.rufi_x' conducted in the Trenton, New ]r.'i"wi.':i.. area
-~iirw.<‘t! i_}l.l[ turnover was f-_{rlh'tlt”}' iH‘,H':._'I' i1} l}rc- 51 1:i' : :%I_..'i.ln. II{_H"-'t“s't"I‘.

this same study on the basis of limited data indicated that the group of
plants with the best turmover records were the small number of marginally

large ]'vLmh ( which were n-u'|[}hwin'._: only slichtly more than 500 workers)

that were able to maintain the personal approach but were also large enough
to b _'_':ill l'.liii} ili'__‘: the ;lth'.LT:tLl_ﬂt':a Ol ‘lel‘{‘iLtlif.LT on.’

Let us now take a look at the support given to the traditional emphasis
which says that the smaller the plant, the greater the turmover. Arthur Ross
writes. “It is well established that ]all'gt* firms tend to have low turnover
rates. . . ."®3 Such reasoning finds its base by going back to the early 1900s
when studies appeared to show that a downward trend in mobility rates
takes place as the size of the organization increases. U ng what was called

the flux rate, Ross found that the firms having over 1,000 employees had a
turnover of 9.7, compared to 6.2 for firms having over 5,000 employees, for
the year 1913. In 1917 the comparable rates were 17.3 and 11.5.64

Additional studies have found that, broadly speaking, the larger the tirm,
the lower the separation rate. Comparative data, however, must be cau-
tiously interpreted, since internal job shifts in large firms do not appear as
separations, whereas a move of similar type between two small firms would
be counted as a separation. Statistics for France in 1951 and 1952 and for the
United States in 1955 show a striking downtrend of labor turnover with in-
creasing firm size.%5 In Sweden a study has found that, by and large, the
separation rate increases with smaller plant size.66

Shister indicates that larger firms have greater opportunities for upward
occupational mobility, which has the effect of reducing the volume of hori-
zontal mobility, promoting less turnover than would be the case in smaller
firms.67 Unfortunately, he offers no evidence to support this concept.

In view of the indeterminacy of the results described above, further ex-
amination of the relationship between size and turnover is required.

There is more labor turnover among employees with shorter lengths of
service than among employees with longer lengths of service.
A fact widely recognized is that workers who have been employed in one

61 Long, op. cit., 119.

62 Cleland, op. cit., 33-34.

63 Ross, op. cit., 914.

64 Brissenden and Frankel, op. cit., 44.

65 Organization for Economic Cooperation and Development, op. cit., 58-59.

66 Hedberg, op. cit., 50.

67 Joseph Shister, “Labor Mobility: Some Institutional Aspects,” Proceedings of the
Third Annual Meeting of the Industrial Relations Association (Chicago: Dee., 1950), 52.
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l.ess than one vears service—150 pel

One to four vears service—33 percent:
Five to nine }r_';ll"x" service—11 l“u_'l'n_'vnf_
['his source suggests strongly that age and length of serviee have cumu-
lative rather than interacting effects on turnover, ex ept for very short ser-

vice {"l'l'iﬁhl‘ ees,

Ross writes that the stated generalization has prevail r back as
labor turnover statistics have been available.”® As early as 1915-14. Brissen-
den and Frankel found that 81.3% of all separations had been on the pay-
roll less than a year, and §9.4% less th in two years. i'ul' 1917-18. the corre-
sponding figures were 83.9 and 91.0%.77 Woyti 'hL a study involving 93

plants in 10 industry groups with a tutal of 194. Ui"’ mp]:m es. also found
that the hm”t r the [L Iaﬂ‘t]l of service. the less the rate of tumover, 'fmnﬂr from
a rate of 33.1% for under three :nnntin of service to 8.0% for five years and
over.”8 A 1956 study conducted by the U.S. Bureau oi Employment Secur-
ity found no great [hdllﬂ'{‘ 40 years later.

In Sweden it was found that by far the greater part of separations occur
after a brief employment pulud 79 IIedb('rﬁs findings tended to support
the idea that separations are more atfected b\* length of service than by age
(Meidner, 1954; Silcock, 1954). Other fmdmgs tend to refute this fmdmﬂ
so no clear-cut statement can be made on that aspect of the generahzatmn.

Additional support for this generalization can be found in the following
studies: Parnes, 1960; Van Der Merwe and Miller, 1971; Behrend, 1955; and
Shister, 1950.

The only evidence uncovered that does not fully support the stated gen-
eralization is the study done by Behrend, in which she discovered while
comparing school teachers and factory workers that in the factory the new-
comer is the person most likely to Ieuvu but in the school situation this is
not the case.80 This small bit of evidence needs more research.

There are more accessions in the spring and early summer months and
more separations in the late summer through winter months than in
other times of the year.

There are indications that certain parts of each year tend to be associated
with relatively high turnover rates, particularly among young short service
workers.8! This concept was evident in the earliest studies done on labor
turnover. According to Woy tinsky, labor turnover (as measured by separ-

76 Ross, op. cit., 913,

77 Brissenden and Frankel, op. cit., 54-57.

78 Woytinsky, op. cit., 60.

79 Hedberg, op. cit., 52.

80 Behrend, Manchester School of Economics and Social Studies, 67.

81 Long, op. cit., 117.
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WLEISIVEe 111 Summel I_iu!u 1m wint r. A ti'litlm_' [LHcdasure
ent based on averaging the monthly data for all vears from 1910 to 1919
il - neak in the ond quarter and a trough in the fourth quarter
. magnitud 't variation ot 6% of ffh' ‘n‘JHI'L‘iHE torce tor accessions and
tuc the resionation rat pel 100 l']'ll[]]“"\".'l"‘- In an eastern silk

] | 15 Vi L 1

slichter pretty much agreed with the results of

iest resignation rates were in August (4.38)

5, and in June (5.6S and Ht_-ph'mln*l‘ (0.66) in

] in January (1.52) and February (1.46) fo

| hs were low for 1916 as well 83

to note that Brissenden and Frankel working

ine period, found somewhat different results.

then IH'JHL‘. !Pn' i}t'!':lu{l Ill'HlfI St‘ptt*Illl}t‘r to No-

.32 ) and the period from March to May had

05).7 Some 530,000 individuals were involved in the

calize when analyzing these data that since they are

W onr month ,l:li Ut HIHII”II‘H Jl.lllf.i.'!'t'li(_‘l' 111 t’]t]n.‘!' L“ﬁ.'ttitllr

verv substantial effect on the se paration rate. Thus, the choice
specitic periods is important to the final implications of this data.

Other evidence would seem to negate the previously mentioned results.

!I'f..:l!r'-.ll!: reveals

s that the data collected in one of her studies showed that in
iearly all the factories studied. workers lett am time of the vear with no

nible pattern.85 This same study, however, indicated that the major-
ty of teachers left in August, which in Great Britain is at the end of the
teaching session. This last point brings to our attention that in countries
which have a large collegiate population, the accessions rate may rise when
| dismissed for the year, and separations will increase when the
ear begins again. These activities should be controlled in the re-
keep from distorting the evidence. None of the studies indicate
vhether they are using data which are controlled for these items. but
t will influence the outcome.
ida during May and June, accessions are the highest and separa-

while the reverse is true during December. Canadian school

end in the last weeks of May. Seasonal variations in Japan
§ llowed a similar pattern, at least during the past 20 years.
harply in March and April, the months which coincide with
[ ] i
i } I I'TA .*] B8 ‘ -l!}
\, . school of Economics and Social Studies. 69.
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the end of school terms in Japan. Separations vary insigribi intly trom
month to month, and toward the latter part of the vear are at the same
level as accessions.”®

The end of the school term produces a peak in Swedish accessions during
June. Accessions also tend to be high from August through October and
low in jlil}' as many organizations are closed tor vacation during this lh-rétui.
Separations reach their peak in August.

The separation and accession data for the United States are more irregular
than for other countries. A minor increase in accession rates seems to recur
cach June, and a decline in accessions around vear-end also appears. The
(quit rate formerly fluctuated greatly, but in recent years these changes have
fallen to a very low level {-n:u'npurvd to former years.®? |

There is more labor turnover among nonunion workers than among
union workers.

“T'rade union policies have very little influence on the amount of invol-
untary horizontal mobility, although they atfect significantly the incidence
of this type of mobility. The union policies reduce the amount of voluntary
mobility on the net balance.™8 The above quote is a summary statement by
Shister on his view of unions and turnover. However, he does agree that in
certain situations (labor shortages, information source, etc.) unions may
contribute in a small way to turnover and mobility.

Ross believes that under unionism, individualistic methods of exhibiting
and relieving discontent have been replaced by concerted action, which can
be invoked without quitting jobs.5? The net effect of this is, of course, to
reduce turnover.

Pencavel states that “The high turnover of employment increases the cost
of providing union services to an industry, so that the industries character-
ized by high quit rates might be expected to have a lower degree of union-
ism.” 90

Two additional studies of the union-turnover relationship have reached
conflicting conclusions. Reynolds found that among New Haven workers,
union members were less likely to have made voluntary separations within
the eighteen months preceding his survey (late 1940s), but that the effect
hecame weaker when length of service was held constant®! Lipset and
Cordon found that the number of job shifts during a 10-year period was

86 Hedberg, op. cit., 43.
87 Ibid., 44.

88 Shister, op. cit., 48.
89 Ross, op. cit., 915.

90 Pencavel, op. cit., 36.
91 Reynolds, op. cit., 22.
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her among union than among nonunion workers in Oakland, California. 92

In interpreting the two studies above, one finds that the measures of mo-
']t 115¢ :. dre S0 Lijffl'f-l'ltr ii]_l:_- tllll" rE“\|I]l‘~C are not I't"[l.”_"u' t"lfllljlll'ill}{l'. J‘k!‘ﬂl,
nost of the factors associated with unionism that are supposed to reduce

bility operate with equal force on all workers in the bargaining unit, ir-

pective of union !|11':I15_rr'1"-}1‘iTL5."'

\Ithough the empirical evidence concerning the relative mobility of union
. 1 '-i'l-r'.!-:: 'S IS & I.’.‘u"xk];..-_? Erll.'l‘:la_]']xi'x'{'. E?]a't'i' seems to f‘n' d COn-
I'l'xL-.]r' LITIOTIISTIT FJ }!"I n to :!;[FI Tli"-:'! }Lil‘n‘]r‘ [110)-
pension plans have no more labor turnover than

ension I|"f.‘4"”-'~.,
al that labor turnover is consistently lower
pension plans in both large and small firms. fo

orkers. 2 However. it should be noted that pen-

{ X cted to have lower turnover than ?_I|:-E|1}.-n_'a.'n:1
buf t onlv because thev hav pension plans. In other words. no
gy i lent in thi clata
o xtent that certain pension En‘-;m. arc vested (transferable). the
[rect ' CH510NS On JlmfliEIT'-. J.‘!tl turnover mav be l'.‘iE.h‘l.'li‘i_I to \‘.'{‘éll{l*fl.
In Sw - L[ITTIIS W !r-.J'-I_lt I“H NS101 1}[L1}|H }:'_'H.e' ol !;LI"__‘:H' accession rate tilLl[l
» firn th pension plans. However, the data related to the replacement

L8

rate for these firms are not conc lusive. 95

Shister states that necotiated pension plans will serve as an obstacle to
oluntar r}IFT‘ ],4_5 HI"_"\.JI!E-'/_*'E_] ""."’i-}'xl'l-."-, 11!1f he H.lil'l'.‘* 10 !“.'1[1!'!“_'*' to h;lL‘L
up ”I 1t icddea.”o ”: -.li'x[.'l };4'“"‘»'1-'1 HIL” In l}lt' it}JH_Ilt'i‘ uf Hlu‘_! .1_’_1{' [}l'I'l.‘{i'HIH L111-
ler the federal government program, some employers would retain the
ler workers longer than they do now, but this also is speculation,

hoss points out that firms with pension plans generally have lower sen-
| L ¥ o I.

\tion rates than firms without pension pl;.un " but he also states that if
uch Hrms were controlled tor size and seasonal activities, the difference 111
the separation rate between them would dhupl:w;n'.

Studies | the Bureau of It:!n]ﬁmrm'nt Security revealed lower turnover

= deymour Lipset and Joan Cordon, “"Mobility and Trade Union ."s‘lq_-_ru'!w_*rship,“ ix}

L. Status, and Power. ed. 11_’- Benedix and l.zfl}h*'t ( Glencoe: The Free Press. 1953)

198-499

'3 Parnes, Employment Relations Research, 25.

'4 Organization for Economic Cooperation and Development, op. cit., 59,
95 H:'r”H_'J";_[ op. oit.. ol.

0 .“'vf.l;il_:‘?'_ op. cit.. 44. 50).

37 Ross op. cit., 914
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rates in firms with l“u'lnium than in those without the: We this re-
lationship was not consistent for all areas studied and tor a lustrial catf
cories, particularly when size of firm was held constant.

Puchek has concluded, on the basis of his study of 11 pensior plans in
New York. that evidence does not support the widely held opinion that pri-

vate pension 'lﬂ;mw. restrict labor n'ndhli’[}'.‘”

Unfortunately, much of the literature about the relationship between pen-
sion plans and tumover is based on "common sense 3 ither than empirical
evidence,

There is more labor turnover among male black u orkers than among
male white workers.

There is relatively little difference in labor turnover hetween black and
white female workers.

Relatively few studies have compared the races and their relationship to
labor turnover.

A study conducted in Ohio and Michigan, which both have rather large
black populations, found that black workers were more mobile than non-
black workers. The difference between the two groups was due strictly to
the race variable. Black women were slightly less mobile than nonblack wo-
men. while 44% of black men and only 34% of nonblack men made job
changes.!%

Aaronson and Keller found about the same relationship in their study,
with the added evidence that among women, pnrticularl}* those under 45, a
larger proportion of whites than of blacks had more than one job.'%!

Apparently the proportion of stayers (or length of service) increases with
age much more regularly among blacks than among all workers. However.
additional evidence supports a correlation between net flows of labor and
earnings for the black age groups 20 to 24 and 25 to 29, which is substan-
tially more negative than those for all workers of the same age—a fact
which implies greater relative amounts of involuntary mobility among black
workers than among all workers in these age groups.13

Parnes states that the rate of job movement among blacks is apparently

98 Bureau of Employment Security, “Older Worker Adjustment to Labor Market
Practices,” BES No. R151 (September, 1956).

99 Michael Puchek, Pension Plan Policies and Practices, New York State School of
[ndustrial and Labor Relations Bulletin 21 (New York: 1952), 49.

100 Donald J. Bogue, A Methodological Study of Migration and Labor Mobility in
Michizan and Ohio in 1947, Scripp Foundation Studies in Population Distribution No.
4 ( June, 1952), 26.

101 Franklin Aaronson and Ruth Keller, Mobility of Workers in Employment Covered
by Old-Age and Survivors Insurance, U.S. Social Security Administration, Bureau of
Research and Statistics Report No. 14 ( July, 1946), 30-31.

102 Gallaway, op. cit., 17.
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data were not controlled for economic condition: hi ' 1930
may have been a dominant factor.
There is more labor turnover among workers living in denscly popu-
lated areas with numerous industries than among workers living in
rural areas with little available industry.

In a study of 231 hospitals reporting on their labor turnover rates, those
located in farm and ranch areas demonstrated the lowest annual turnover
rate ( 34% average) and the highest stability rate (93% average). The indus-
trial arca hospitals had by far the highest turnover rates (83% average ),
and an average stability rate of 67%.'%"

Behrend gives only a summary statement on the subject which says that
in densely populated areas with many factories, the turmover rate tends to
be high, and in sparsely populated areas with only a few isolated plants
the turnover rate is less. 19

Long's research tends to support the stated generalization; she states that
turnover tends to be higher among people who live in areas which are
densely populated and have numerous factories. The further they are re-
moved from urban areas. the lower the turnover rates seem to be for manual
laborers. 11!

There is more labor turnover among orgamizations with noncentralized
personnel programs than among organizations with centralized person-
nel programs.

Unfortunately, it appears as if the accepted norm in this area again lies
within the realm of “common sense” rather than empirical evidence.

A study made back in the early 1900s found that firms with more or less
centralized employment systems were relatively more successful in the main-
tenance of a stable work force than were those which were not central-
ized, 112

Parnes also concludes that labor mobility will be reduced to the extent
that the employers personnel policies are successful, centralized or not.!!®

An empirical piece of work indicates that labor turnover tends to be less
in hospitals with centralized personnel programs. These hospitals showed an
average annual turnover rate of 52.7% (median of 58.3%), in contrast to an
average of 71.7% (median of 62.5%) for hospitals with a decentralized

program.!!4
There is more labor turnover among migrant workers than among non-

migrant workers.

109 Christopher, op. cit,, 62,

110 Behrend, Manchester School of Economics and Social Studies, 62.
111 Long, op. cit., 49.

112 Brissenden and Frankel, op. cit., 46.

113 Parnes, Research on Labor Mobility, 132.

114 Christopher, op. cit., 62.
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: 19 . re<idene
Palme; 111} L magrant as a Persun with less than 1o YedrIs T >1ACTICY .

Lsis g S h a definition as her measure, she I's.'I]er‘i\' that migrants had more
;'.'ET"‘. PEr person than thos with Inll',_[w.'i' residence. 15 (Ii ]l‘lj;’”i of service had
been used as a control variable, the result might have been different. )

In Great Britain the position of the worker’'s home has its effect on turn
over, when it is situated in quite a different part of the country from the
tactory where he is employed.' ' When Welsh, Scots, and Irish were re-
cruited to jobs in the Midlands, they exhibited the highest voluntary separa-

tion rates. Althoug] lence is available. the same may be true among
the count VIarket.
more lal wer among workers with records of high ab-
1t orkers with records of low absenteeism.

In Ly | 1966 ), he found that in all six of the available
individual tu iting both absence and turnover data, the peo-
ple who eventu ve records of significantly higher absenteeism
than those who stay. The average number of times absent was higher for

the nurses who left than for those who staved for both of the half-yvear per-
iods he studied.117
T'here is more labor turnover among nonhomeowners than among home-
ULLTIETS.

[here is some evidence that homeownership tends to restrict interlocal
mobility and perhaps even intralocal movement.118 Parnes hypothesizes that
homeowners place a higher value on security and stability than renters do.
and this fosters a lower propensity of owners to change jobs.!19 He presents
no empirical evidence to back up such a hypothesis.

When Reynolds asked manual workers in New Haven how large a wage
increase would be necessary to induce them to take a job in another area,
renters indicated a greater willingness to move than did homeowners,120

More studies which will utilize controls on age and occupation are needed
to clarify this generalization.

There is more labor turnover among American manufacturing workers
than among non-American manufacturing workers.

While existing data do not permit precise international comparisons (be-
cause of different measures and methods of collecting data), it does appear
that the amount of job movement in the United States is considerably

115 Palmer, op. cit., 42.

116 Long, op. cit., 48.

117 Thomas F. Lyons, Nursing Attitudes and Turnover (Ames: Industrial Relations
Center, Iowa State University, 1968 ), 49-50.

118 H. G. Heneman, Jr., H. Fox, and D. Yoder. Minnesota Manpower Mobilities

Minneapolis: Industrial Relations Center. University of Minnesota Press, 1950). 51.
119 Parnes, Research on Labor Mobility, 124,
120 Reynolds, op. cit., 78-79.
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oreater than in most European countries.’=' Various studie Christian.
1955: Clark. 1954; and Silcock, 1954 ) all tend to suppor! the stated eenerali-
zation,

In Japan the exit rate (quit rate) in manuracturing industries as a whole
is between 25 and 30% annually, which is roughly one-half of the American
rate. Using rates which are annual averages of monthly rates, Azumi found
that in Japan the quit rate in 1960 was 2.1: in 1961, 2.5: and 1962, 2.4. For
the United States in 1960 it was 5.3: in 1961, 4.0; and in 1962, 4.1.}==

There is more labor turnover, measured as separations, on Friday (or
Saturday, if a six-day work week is common) than on the other days of
the week.

There is more labor turnover. measured as accessions, on Monday than
on other days of the week.

The data collected by Behrend in her study showed that in nearly all the
factories, workers left any day of the week in spite of the weekly work con-
tract. There was no discernible pattern. Sometimes they even quit in the
middle of the day.!*”

Hedberg, on the other hand, found a significant pattern, where accessions
were four times the separations on Mondays, while on Saturdays the separa-
tions were six times as great as accessions; on the last two days of the week
there was a surplus of separations.!=*

From the two studies above which reach such contrasting conclusions, it
is difficult to say which has more weight of empirical evidence, although
Hedberg’s is more suspect because of its design and size.

Conclusion

Of the 21 variables which have been presented, there are two which stand
out as being extremely significant. These are economic conditions and length
of service.

At the other extreme is the sex variable: many differing conclusions and
results make a predictive generalization on this variable very unreliable.
Lack of research is not the reason for the cloudy picture surrounding the
sex variable, as it is among the most researched of the variables under in-
vestigation. It may be that the variable is in a state of flux due to cultural
changes in society and that a predictive generalization is not possible at
this time.

The size variable also tends to be difficult to generalize because of the
large number of conflicting results arising from its investigation.

121 Parnes, Employment Relations Research, 19.

122 Azumi, op. cit., 38.

123 Behrend, Manchester School of Economics and Social Studies, 62.
124 Hedberg, op. cit., 45-46.
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NEGATIVE EFFECTS AND OCCUPATIONAL
UPGRADING IN A COLLECTIVE
BARGAINING ENVIRONMENT

H.‘Hlll}.! 1. i';H\ill

Introduction

Utilizing aspects of the theory of the internal labor market,! this paper
builds a model of occupational upgrading in a collective bargaining en-
vironment. Five hypotheses are generated from the model concerning the
negative effects for m-c‘uputiunul upgrading programs in gt'-ner;ﬂ and for
on-the-job training programs in purticuhu‘. These five hypotheses are ex-
amined in the light of results from other studies of I_IC('.l_ll)ilti'Jllill. upgruding_.
Research designs are suggested for determining the magnitude of negative
effects.

Recent controversy between academic analysts and trade unionists over
the existence and extent of job dissatisfaction in the American work place has
once again brought attention to the role of trade unions in :_:-cm.lpatinnai up-
grading in the work place.® Most of the research on unions and upgrading
has been done in the upprcntjceship field and on union-run programs under
national on-the-job training contracts. This study is concerned primarily
with the role of the union in an enterprise internal labor market situation
which may or may not avolve craft workers in the exclusive bargaining
unit. Further, the type of upgrading program envisioned is a Manpower
Development Training Act nstitutional or on-the-job program likely to be
administered by a statewide agency rather than on a national contract
hasis.

Glen Cain and Robinson Hollister observed in a 1969 paper on the meth-
odology of evaluating social action programs:

Concerning training and educational programs, in particular, two types of ettects
Randyl D. Elkin is Visiting Assistant Professor of Economics at Towa State University,

Ames. lowa.

| Peter B. Doeringer and Michael |. Piore, Internal Labor Markets and Manpower
Analysis ( Lexington, Massachusetts: D.C. Heath and Company, 1971).

2 For opposing viewpoints, contrast the position taken in Work in America, Report
of a Special Task Force 10 the Secretary of Health, Education and Welfare, December,
1972, published in 1973 by MIT Press, Cambridge, Mass., with those of writers in
the February, 1973, issue of the AFL-CIO Federationist, 80:2.
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quote also appears in “Evaluating Manpower Programs for the
hisadvantaged,” in Cost-Benefit Analysis of jﬁuﬁ”ﬂfrr Policies, ed. by Gerald C
1 ' - W. D. Wood Kingston. Ontario Industrial Relations Centre. 1969). 141-

L and Hollister, 34, or in Somers and Wood. 141

Lt ‘ 8 rmesh |--| { J.Jlnnl:'- :Il'!.:._'t"! "-“-'*.!TL."!:- and lh:' ]J:*}-Lu_r‘im.ut
F'TO! Lconomic Aspects of Manpower Training Programs | Lexington, Mass.
Heath 1 neton Bool 1971 Ch. 2, 11-42. For shorter version see Daniel S,
Hamermesl] The Secondary Effects of Manpower Programs,” in fﬁfﬁnuhng the
Impact of Mar power Proorams, ed. b Michael I Borus ey ington. Mass. 1;1"~Hr‘,'_tia'.l

. 72). 231-244
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n manufacturing and some service industries rather tha er sectors o
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idies in times of high unemployment to avo! | displaceme

In his 1972 article, Hamermesh suggests
In cent :__._] 'l}l"jl_.-f':l J uld be concer H}:!l'-i on raming oW -' d utu‘hl'ﬁ Lor
more highly skilled jobs in which shortages exist. Such a strategy would, thus,
-i'\“:fl illl' l!!'\i._'fil!.l' cment I]'1I|\ O arse irom training ently ine .":.lil'F_"p'l.‘-l] \r'\-'_JrL'
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er inl £ Il[i."\'—!("».f‘]_ VAL ALICICS

Hamermesh's models and policy suggestions have been st verely criti-
cized. Comments by Cain and Thurow in the Borus volume® attack the
assumptions of the model, the absence of actual empirical testing, and the
practicality of the policy prescriptions. Cain gets off a second volley in the
most recent issue of the Industrial and Labor Relations Review.'®

The theory of negative effects dm'vlupml in the present paper suggests
that the Hamermesh policy prescriptions may generate large negative ef-
fects. Thurow covers one aspect of the negative effects associated with the
training of low skilled workers for high skilled jobs as follows:

[ suspect that this categorical imperative runs against the grain of any internal
labor market. The employee teamwork . . . would be nonexistent. Even more
importantly, the informal on-the-job training that takes place among employees
would vanish as new workers were jumped over old workers.!!

The internal labor market disruptive etfects would likely be even more im-
portant if training were to be concentrated in the rapidly unionizing govern-
ment services sector and the highly organized manufacturing sector. These
considerations will be discussed further in the policy prescriptions section.
On the empirical side, perhaps the most extensive and ::nphisticutt*d analy-
sis to date of Manpower Development Training Act training, Hardin and
Borus' Economic Benefits and Costs of Retraining Courses in Michigan,
treated training, trainee, and the state of the external labor market in
depth.!= The natures of the regular work force and the intermal labor mar-
ket however. were not covered by the Hardin-Borus analysis. Recently the

7 1bid., 38.

8% Borus l.'!|"-. cit., 23

9 Glen G. Cain, “Secondary Labor Market Effects ol Manpower 1-’rugmm:i," in Borus,
op. cit., 245-51, and Lester C. Thurow, “Secondary Labor Market Effects of Manpower

Programs: Comment,” in Borus, op. cit,, 253-96.

10 Glen G. Cain, book review of Economic Aspects of Manpower Training FPrograms
hv Daniel S. Hamermesh, Industrial and Labor Relations Review, 26:3 (April, 1973),
1038-40.

11 Thurow, op. cit., 254.

12 Finar Hardin and Michael Borus, Economic Benefits and Costs of Retraining
Courses in Michizan ( Ann Arbor: School of Labor and Industrial Relations, Michigan
State University, December, 1969 )
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Manpower Administration has be oun to wtudx trade union attitudes toward
ccupation: if upgrading programs and internal mobility paths in the internal
"‘h”':r market. As vet it has not put the two together in a w‘tudfh to my
knowledge 13

l'o end this brief review of earlier studies, we cite Borus and Buntz on
the treatment of secondary effects in the evaluation of Manpower pro-
Iralns as *:--".1]1,“_-,‘

'he problem is that at m t there is no theoretical basis for (]Ltlllllulllll” who.
sther than prog pants, will be affected ln manpower prog rrams. Nor
has any operational methodal v been {It‘-t]ﬂptd to measure ‘IPLUHJJI%’ effects.14

5
——-
-

paper is to suggest a preliminary model for
the | f th Hve eftects of occupational upgrading programs

m 0c Ho terns in a trade union environment

Utilizing the Doeringer and Piore construction, an internal labor market is
an “-Hi['iilih:-tfdtl\i‘ unit, such as a manufacturing plant, within which the
pricing and allocation of labor is governed by a set of administrative rules
ind procedures.”13 Hn market is generated ln skill specificity which makes
)ecupational progression by on- the -job training efficient. Past practice and
precedent give rise to a set of rules of the 'mhn.-p termed “customary law.”
Customary law is fostered by st ibility and homogeneity in the work force

is partially codified in collectivi bargaining agreements, in company or
rovernmental personnel policies, and in the relevant orievance arbitration

.JJEI*

Such a market has value to employees in the form of reduction in the un-
rtainty of a future income stream (job security) and in job n-:[r_zér}' through
stem ot érn!‘l--h';_tl fli]iL.ITti‘I_11_1t'rJ{_‘I. |';r||]'i[r1'~.+=1w ]} nefit f[l"r}:] such a struc-
ire due to cost reductions associated with reduced turnover and technical

triciencies in recruiting, screening, and training

13 For trade union attitudes. see _Il-i-..r! Clarke Upward .-".Ir-.-l'm"r.-’lf; for the {-'1H."v-ri'r.'i;se"x_lyﬁ'f
Vorker ( Humanic Designs f'nriu.-:u,t!mu June 11, 1971). See also Arthur W. Kirsch
| Donald D. Cooke. U perading the Work Force: Problems and Possibilities (E. F
shelley and Co npany, |anuary, 1971). On internal mobility patterns, the Manpower
ustration has given grants on “Development of { pgrade Models in Private Indus

ind “In-Plant 1 perading and M-u'.:-:l]'t_k Patterns.” Abstracts of these appear on

o and 36 of Manpower Research and Det elopment Projects, 1972 Edition. Man-

ower Admimustrabon, U.S ],"-'}i-':"-“,"-'T:‘ of Labor. Neither mentions the role of trade

\on
' Michael E. Borus and Charles G. Buntz, “Problems and Issues in the Evaluation of
Industrial and Lal Relations Review, 25:2 ( January, 1972)




[n this m “The local union becomes a vehicle for the oot
""”i"'”"”““‘i 01 L'U‘w'tf_mm!‘} law.”1® The results of the union pri nelude
“raising the cost to management ol "}luh':fn'_g customnar procedures,
.‘_'r_l:Ifﬂ(‘;it]'f.ln of unwritten custom 1nto {.”H{,L“_J‘ 1]&:;.;_.“]1 aoreem ok anid
the Proy ision of “an {']'L"\\LIH'.&:'[] channel for deliberate « hanoe 1 ':_ﬁ_rH‘I“I:II'_‘f
practices through collective bargaining.”17

The internal labor market is compose d of a group of more or less closed
lil“i”]"tf‘ clusters consisting of an entry port(s), a progression of job classi-
fications linked by related skills or common function, and an exit port(s)

Internal mobility depends largely upon ability, seniority, and merit op-

erating through layoff and promotion clauses. The following source high-
lichts the importance of this last premise.

Most employers appear to have adjusted to seniority as the criterion governing
the ordering of layoffs and recalls, particularly if thev have secured contract
language giving assurance that they will have qualitied pe el manning the
available |uhx at all times.15

Study of promotion clauses in contracts covering 1,000 or more workers
indicates a wide variety of promotion systems. The provisions vary in pre-
valence and content according to the relative weight placed on seniority and
ability factors. Excerpts from several clauses provide some illustrations of
the variety.

Ninety percent of the manufacturing agreements included promotion clauses,
anpared with 43 percent in nunnunuianturnm 19

Of 1,201 agreements containing promotion details, 93 percent (1,112), covering
95 percent of the workers, indicated that seniority would be considered in ma.l\mc
promotions. . . , but more often than not in combination with other factors, such
as skill, merit, aptllude. . o 20

Nine-tenths of the agreements having promotion provisions, covering the same
proportion of workers, stipulated factors in addition to seniority w ould be con-
sidered. . . . The nonseniority factors most frequently Dm ountered—skill and abil-
ty—m:curred in about three-fourths of the agreements.?

Regardless of the form, "One can find a broad consensus on the values of
L
promotion from within as a general rule.”>

16 Thid., 35

17 Ibid., 35-36.

18 Harold W. Davey, Contemporary Collective Bargaining, 3rd. ed. ( Englewood Cliffs
New Jersey: Prentice-Hall, 1972), 231-32.

19 Winston L. Tillery and William V. Deutermann, Jr., Seniority in Promotion and
Transfer Provisions, Bureau of Labor Statistics Bulletin No. 1425-11 ( Washington, D.C.:
U.S. Government Printing Office. March, 1970), 3.

20 Ibid., 5.

21 Thid., 7.

22 Davey op. cit., 233.

64




{ i i S| nd th nstitutionalized S 10r mobu Ll
1€ 1I LIIES | | | ITIH ]l 1 |'|[Ih'| S UD 1 N v
i i i ' §
i ;| 1 1
( ind | ' basis of expected benetit ( output) and '
i !
uiting, screeming, and training) streams. The internal labor market als
11 the emploves i (11 '5.!.-. 'i:1lh, '~".'i‘i.[| an expect I futu ] 11110
un deriving he wage rates attached to the jobs in the mobility
3 | I 1:‘ tl { ! 01 1111 111 1 |:| i Ir lIr"'J:.|r1 f"‘!"+. i [
Ij:
\
|
Of tl wpected 1 S L1
L d 'II' J ':': I U 11 iLs *.ll
?- V1 -, T J III |I 'il 11y . ( | 1
inat 10 nol
i |!|
Lf 17T | T I i | ) ! i ‘: S Ilr
Fhe . ' |
I | ]
"'rl"'-- W
ere |1 indicat b held  the cl L) 1] ) L1 1 O D l
¢ ! | ,' () Sted i*v1t i1|}1 1 |
[+ 1 IC - i i |
i': r
] - '\i'r- .
. 1 1
| ~ — r-
IJ-l--r"
1 | i re) OF i o b H . . s | ] . | § i " i ] )
L 11C¢ Wdre ratl 10T il ! upaaon depend LAY aparn I]-.I.- Ly L O
| | - L o
: = » ) i =5 i o .
L Tate ranoe SVYsSieml. it v :I] -'.-itl 11 (1 1 !;nl. i}.arit'_ LITDOT] h-r.:_g]'r- ()11 L ]ilr:l
’ i 4
| progression fr the bottom of a rate range to the :-tl!]*':in! and partly
| 1ert If'|TI"‘--'__r_E"'--!I-il fl'=-1l| Tl E.'!i!!.'[.*'li!lf t) f_l:' IMaxiimiim Un incen
pay }.r_.!ix.ﬁ_ r[., wace rat 1S a tunchion (11 ?|'gq- (F11a1 1;|fr-:‘{] 1].1\:- rate L-.i]:!
tput. In some cases, it can also be a function of the work eroupn. directls
group incentive ), or indirectly etticiency of those lower in thi produ
'-"-"!f[i"-]"l'_'f!i"i."l'lif}?'.!f !r1|af_i.nlwl.']li'_‘]ll:" 171 Tl.|-' -'_='|_Li|h'_ \lu-*-"_' aiq-f '
e i - . | : Ci f 1 = R -
ARESAS IIict 8l ,';||LI':|1 !I-. oTrovun |:¢ Navio L11(] ;;|f.],;]r S 8 1'1.‘1-
ummne 4 ]?"t \r approximation:
(] W W W.. WM WO, + W..G
i E {
\ the rate inge mimmum or mncentive base rate. where apn bl




Wi I; = the wage increment for tenure (T) in job j, wher: applicable;

WM, = the wage increment for merit (M) in job j, wher applicable;

Wi3Q; = the wage increment for incentive payments for output over
the base rate, where applicable;

WG = the wage increment or decrement due to direct or indirect
cttects of the group (G) on output and/or merit and/or mor-
iilt'

The time spent in any job in the cluster de pends upon the promotability
of the employee and the opportunity tor promotion. The Bureau of Labor
Statistics k.tud\ cited above points out the importance of seniority (St) and
ability (A¢) in advancement. The opportunity to advance depends directly
upon the frequency of vacancies in jobs above the one held in the cluster.
This frequency is determined largely by aggregate demand (D,) and re-
tirement (R;). Advancement also depends upon the vacancies below the
current job held in the cluster and upon the persons in jobs lower in the
cluster (cluster variable C;). Promotion might be held up while the em-
ployee finishes training those lower in the cluster. Such instruction might
include on-the-job tmmmg for persons for jobs they already fill, training
new trainees in jobs to be filled, or training a replacement for oneself.

Therefore, again assuming linearity,

[5] Ny = N,;S; + NoA, + NgD, + N,R; + N;sC; .

Finally, there is a probability which attaches to any income at time t de-
pending upon whether the worker will be on the job or laid off. As noted
by Davey above, the primary determinant of layoff ordering is seniority.

Therefore,

(6] Pe=Pi(Se) .

where Py is the probability of being at work at time t.
Making the proper substitutions in [3], the expected future income stream

e

:wjﬂ+wilr +WT_}MJ+W QJ+‘.':H{,| {'\I Sy +N‘..A +N1D +N4R *”5‘30

= [1, - S e

h
Ye=3 P,(S)
1 {1+t

il
C

Impact of Manpower Programs

The success of occupational upgrading programs viewed in this context
depends upon the extent to which the programs place and advance trainees
without changing the income distribution expected by the current work
torce. Undisturbed by manpower programs, progression within the mobility
clusters develops .u;u)rdmrr to customary law, both codified and informal.
Entrants start at the bottom and work their way through the cluster. The
impact of the manpower program will depend upon the type of program.
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Let us examine two types of programs: on-the-job training and institutional
frainng.

On-the-job training places a trainee on the job to learn skills he would
not otherwise be hired to leam. Theoretically the trainee would not nor-
mally be hired because the employer considers the trainee’s wage, recruit-
ng, screening, and training costs to outweigh the value of his output stream.
\ subsidy is extended to the employers to reimburse him for the extra costs
f hiring the disadvantaged ty

As note: . llister hawve pujnh-d out that the costs of
these programs are probably understated. Qutput of the regular work force

reduced not 1 *:I}l}{ll'llllli[}' cost ot the h'rrvg-_'-;t_un_- uutput
f the instruct  the output loss of disgruntled regular
vorkers, T] ' n-the-job training programs suggested by
Cain and Hollist 1 equity and income effects, Both can be
-hr_'}‘,'.'ré ¢ - & 11idan ' 'U'H' ""~]‘rt'-'_'lt‘l'| th orme ntr{uun L'Hil:.IﬂlE'l’t‘ii

11,“._1 Ve,

The first effect is an equity ettect. Atter the tashion of Becker’s diserim-
nation analysis, favoritism as well as discrimination decreases the etfective
ncome of the regular work force. Management toleration of trainee absen-

tardiness, and insubordination that would result in disciplinarv ac-
I .

teelsm,
tion and possibly discharge for regular employees sets a double standard.

\Ithough numerous “popular” reports of this dual standards problem
ould be cited. one scientific ﬂttll_l_‘x of this 1)]1t‘f'ir.*mr-t‘|l_rn can be mentioned
ippropriately here. Forty-nine hardcore unemployed black males were
placed in a predominantly white utility company. Managers were requested

(Ti

70 easy, but not too easy on the trainees. A Hl_lf}jt"L'tix';* :'xp{'{,'tvlul Hti]ft_‘.
SEU ) index which weighs the utility of program effects by the probability
t their occurrence was derived for management, foremen. the rank and file,
he union. Changes in SEU scores between pre- and post-program
ieasurements indicated:

r the mpany as a ‘u‘.].’lnllr there wds a 1]11'Hi_3 In f-'»i'l'd: oliU SCOre, VJ"""‘-"-E- I”'

| increase in negative attitude base. . . . Both foremen and rank and file worker

ifted negative ly in overall SEU, the shift be ng due to both a decrease in POSsi-

| ( and an increase in necative scores. The union showed decreases on

oth positive and negative SEU scores. with the overall SE1 SCore remaining
| inoced .

. | 1 i 1 4 : - PR r - 34
t should be noted LI"'-L" T!.H union s ]lli!ll.'Hl Fid 1_~-l|J'1"-" SCOre wds oo more ]]1"’::;_'[_
e than the 1 it ‘ ~Ill'_.‘:'." r S LCOTE
Jhalmar Rosen, Worl Adjustment of the Hard-Core Unemployed, Final Report
the Manpower Administration. 1969 100-101
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Double standards. of course. violate the basic tenet of 1n rial juns-
prudence, “that . . . policies and procedures governing on-the-job relation-
Nliiih — ;lpp]} to all workers covered I‘r_x the contract in like fashion in like

circumstances. =4

[Favoritism coupled with discrimination enters the etfective income torm-
ulation as an “equity” coefficient d: Y; = Y,t (1 +d ), where d is negative.
Working with management favorites who are “different” in terms of behav-
tor and/or race decreases the utility and status of the actual paid income,
i.e.. decreases the “ettective” income stream.

There are many pt}tm'iti;tl direct income effects. These come about
through reduced output, changes in relative seniority, and/or changes in
promotability.

Output (Q.) may be reduced because of a number of effects after the
introduction of on-the-job training. These effects are more important where
wages are a function of output, such as under individual or group incen-
tive pay plans. Here output declines may be occasioned by on-the-job train-
ing disruptions lower or higher in the production process.

Where workers higher up in the production process must use the output
of trainees lower in the chain, output declines for regular employees may
be caused by inferior trainee output ( craftsmanship) and lower than nor-
mal output (less input for regular pieceworkers). Both of these effects will
extend over lnngtﬂr puriuds of training time for diﬁudx';uttngml cmnpured to
regular trainees.?> Morale (G) problems may diminish individual and group
effort in both incentive and nonincentive jobs. In incentive work, this has
a direct wage impact. In nonincentive work, it may have a long-run impact
via the promotability of employees in the eyes of management.

Finally, to the extent that the market forces operate, increasing the sup-
ply of workers will have some negative wage effects in terms of reduced
negotiated wage increases (Wj;) and the cutting of overtime hours (Nj).

Although on-the-job training programs do not usually involve seniorit
changes to the detriment of the established work force in the form of re-
duced seniority, there may be “dilution” of seniority in several ways. There
may be fear that favoritism toward on-the-job trainees will be expanded t
seniority (S;) in considering layotts and promotions. Such a situation is par-
ticularly true where seniority systems have been discriminatory in the past.
Actual changes in the job security of senior employees have been court-
ordered since the Supreme Court decision in Griggs vs. Duke Power Com-

24 Davey, op. cit.,, 6-7. For further comments on the discipline problems of double
standards and their treatment in grievance arbitration, see pages 222-27.

25 For example, the author once worked in a factory where the output of "slat string-
ers” on incentive pay could be slowed down considerably if punch press operators
cutting slats cut slightly the wrong size. Slat stringers were forced to take the hourl

rate when slats could not be cut quickly enough to keep up with the stringers.
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[nitiation, :.fn;;-h::rm_‘mr:t:'m.:, and successful administratio ' Upa-

tional upgrading systems:

H1: Are facilitated by a nonunion environment.

Jecupational nnffm{hn” programs for the disadvanta _‘i attect the ex-
pected tullm effective income stream of the regularly employed labor force
negatively. These reductions in income generate i1l wi H i.mpl-:‘wt* dissat-
isfaction can best be expressed through the union whose rationale for ex-
istence is to serve the interests of its membership. Emplovee dissatisfaction
is probably less in nonunion firms because customary law is less likely to be
codified. Further, there is greater uncertainty concerning ability and senior-
ity effects in lu}'mfh and promotions. Fin;l]l}y without a vehicle for effective
expression, the dissatistaction of the regular work force is muted.

H2: Require a negotiated approach in a union environment.

Unilateral imposition of occupational upgrading programs in a union en-
vironment must, under this model, put the union in a defensive p{)sitim‘;.
Advance notice, consultation, and cooperation can reduce the expected in-
come disturbances. Joint efforts could reduce the size of the equity coethi-
cient (d) by dispelling fears of or limiting the inequities of favoritism in
discipline and promotion. This mutual effort could be accomplished with a
full explanation of the program (information) and/or by design under
joint consultation to minimize negative effects.

H3: Are better received by the unions in rapidly expanding or rapidly

declining industries.

Rapid expansion via aggregate demand increases creates more upward
mobility in the firm through new jobs and allows overtime wage increases.
The negative effects of training programs are more likely to be outweighed
or at least reduced by short-run positive income effects through promotion
and wage increases. Training programs in declining industries are more
likely to be established for the regular work force. These programs increase
income expectations of employees by training them to move to jobs not
normally filled from within the cluster, or to jobs outside the industry as
an alternative to unemployment.

H4: Are not affected by the vertical or horizontal dimensions of the

mobility clusters in the internal labor market, but rather by the size

regardless of distribution.

The fewer the income expectations which are affected and the smaller the
decrease in individual expectations, the smaller will be regular work force
dissatisfaction. Thus, the size of mobility clusters becomes important. Small
clusters, regardless of vertical or horizontal dimensions, decrease the extent
of income -L‘Q](’Ctill'il}n changes. Further, the greater the extent to which
promotions are based more on seniority as the primary determinant than
upon other considerations, the smaller is the expectation disruption, because
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trainees are less likely to be viewed as competitors tor higher paying jobs
The greater the ability component in promotion, the greater is the uncer-
tainty surrounding promotions and income streams and the greater is the
tear of competition and favoritism.

H5: Require application to all workers in a union environment. not

just selected groups.

he extension of the availability of occupational upgrading programs to

all persons in the plant dec the favoritism effects. It can serve to in-
crease thi ' ' | the work force Titi'u'l’i]l i!iliil'n‘x'r"'-!' future
mobility and job s

Discussion of th

H1: Initiati il n, and successful administration of occu-
pational | are facilitated by a nonunion environment.
To the author’s knowledge, no statistics have been published regarding

the number of on-the-job training placements in union enterprise labor
markets. An E. F. Shelley and Company study of a U.S. Department of
Labor approved representative sample of 20 training programs in the U.S
indicated union presence in nine of the programs. This number is consider-
ably more than might be expected if a sample were drawn based only upon
the degree of unionization of the labor force. One program, Newark Indus-
trial Training Services, providing upgrading services to 13 companies,
“found that upgrading efforts were more easily established and were more
successful in small, nonunion companies than in large, highly-unionized
plants with rigid mobility structures.”7 In virtually all the sample program
profiles involving unions, either the program was open to all employees or
pressure was exerted by the union to open the program up.

The first hypothesis remains largely untested and open to debate.

A finding which affirmed the hypothesis would suggest an emphasis on
training programs for nonunion environments. Such a prescription without
more information on the impact of unions on upgrading is unwarranted.
Certainly equity and legal considerations would argue against such an ap
proach. Further, the theory does not suggest that there are negative effects
only in a union environment. It only hypothesizes somewhat larger effects
and more effective expression of them in a union environment.

OCCU-
pational upgrading systems require a negotiated approach in a union
environment,

H2: Initiation, implementation, and successful administration of

All but a few diehard management rights advocates would probably agree
=7 E. F. Shelley and Company, Upgrading the Work Force ( New York: E. F Shelley

and ('fun:[':un}. 1971). 125.
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Droy ons have been ex ively b gl ich ex
pectations are ot well support b \valla S study of
training and retraining pri 10T | 1| 0) 3 Irgaining  agree-
It cttective in 19 1967, and later sl 1 o - I percent
of the 1,823 major collective bargaining agreements stu | contained train-
ng or retraining provisions =% This finding is undoubtedly an under-
statement of the true magnitude of provision ce udy excluded ap
prentc In1 provisions, short-term on-th III learning, and informal agree-
ments. | he _"ITL*!J_iHh On 11 I;'.r;"*'“.'.l r tramming the NLervi ?tiTl'_I L Gr2 8 ]]Lt\-
most certai :]_‘L increased coverage greatly. Noneth collective bargain-
ine coverage is less than one might initially expecet under the premise that

ioint determination is ['1r'i'i'--1‘;lh|w.
The concentration of the bargained provisions lend ~H‘{‘HHH’L to the hyv-

;hati:r.'ﬂ.' however,

Clauses were concentrated in six industries. each of which accounted for 20
provisions or more. These industries included transportation equipment; com-
munications: machinenry t:.*-;u'pt t*]t't'll‘jt';ﬂ; [‘rrilri;trx‘ metals: nfi:llir*ﬁ; and food.

Three unions in ps articular were p: arties to Hl“‘llllILJI!f numbers of 11L‘gnti;1tud

training and retraining provisions: The Steelworkers (47 ). Auto Workers (40),
and Huc Brotherhood of Electrical Workers (27).29

[n industries characterized by enterprise internal labor markets, unions
and management have tended to codify training and retraining customar
law.

Including unions in the preparation and implementation of upgrading
programs increases the information flow about the program. Such infor-
mation can decrease the equity loss (d) to the regular work force. In-
creased use of ongoing joint committees to monitor programs and foresee
training problems is suggested by the analysis.

H3; Initiation, implementation, and successful administration of occu-
pational upgrading systems are better received by the unions in rap-
idly expanding or rapidly declining industries.

The Armour Automation Fund serves as a classic example of the latter
phenomenon. Comments by union and management personnel regarding
upgrading and the state of the business cycle suggest support for the ln—
pothesis as well. A seminar for union and management representatives on
upward mobility for the undere mployed worker resulted in a finding that.
‘The participants specified that upgrading or other worker advancement ef-

28 11.S. Departiment of Labor, Bureau of Labor Statistics, Training and Retraining
Provisions. Bulletin No. 1425-7 (Washington, D.C.: U.S. Government Printing Office
1969). 2
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1 Fc 1 1F: B

rts would be impossible in a contracting national economy.”® Jennings
4s also commented on :Ju\-a'lll}dtim't;ll Lli}gr;idiﬂ‘j:

ere 1s no sense kidding ourselves. It vou engage in training and all vou can

ruy is going to be out collecting unemployment, your abil-

to motivate people becomes less and less a possible one. [The threat of on
g unemployment] creates antagonism toward new guys coming in and . .

I
" ; 1 |
VOTKS against |1‘||-|'!]|'-'J

b training opportunities for new employees,3!

The BLS study found that training clauses were concentrated in “indus-

es W ntinual technological development . . . .”32
H on, and administration of occupational up-
orading $i fected by the vertical or horizontal dimen-
| rs in the internal labor market, but rather
by ¢ tribution.
Sl nd discussions with industrial engineers at
S niver dicates little work has been done on mobility pat-

firms by industry. Data does exist on the extent of senioritv in

regarding training and promotion. Opinions of union leaders on

ligibility for trainino are also available. Some representative M;umph'-a

nion representative trictlyv adhered to the p{'iln_q_‘rlw- of trainee selection on
ser v. First priority must be given to older union members,.33

ria tor a Union supported program would include: 1) selection of
seniority and other impartial methods (all of

our training programs

to the conclusion that none of the ordinarv factors. ie age, E"x[i!'rjl'I:['f-‘, edu-
on. ete.. can I.ll"lilr.'.’ success ), |, 94
1 1
most prevalent limitation

n management s li'i_{]ﬂ to choose trainees, and also
substituted seniority for employer discretion. From the tradi-
on viewpoint, seniority represented the fairest selection procedure, one
to eliminate both errors in judgment and possible favoritism.35

ceping,

he BLS study concerning determinants of promotion is also applicable.

e quotations mentioned earlier establish the imp{lrtunw of seniority as a
tor romotion, Twentv-three percent of the workers covered by ma-
O Humanic Designs Corporation, Upward Mobility for the -!'_"mff."r'{.'.rn;wa;::'fz’ Worker
nhasset, New York: Humanic Designs Corporation, 1971), iv.

Paul Jennings, President of the Intermational Union of Electrical
o and Machine Workers. AFL-CIO. ibid.. 5.

_. ] .I.llL | L

ates Department of Labor, op. cit.
Humanic Designs Coporation op. cit., 1v

! International President of the American Federation of State. County
Municipal Employees, AFL-CIO, statement before the House Subcommittee ori
r dunng | 1970 Amendments to the Fair Labor Standards Act ibid.

states TJ-‘"E'H!' went ot Labor r..rp. cit.. 18.

——
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jor collective bargaining agreements were under contracts with se niority as
the primary determinant in promotion. Less than 5% were covered by con-
tracts where seniority was not a factor.36
Training programs which encourage promotion based upon ability where
customary law dictates promotion based on seniority will incur large nega-
tive effects, On the other hand, entry-level training programs providing for
seniority promotion in industries with strong seniority-in-promotion clauses
will cause smaller negative effects.
H5: Initiation, implementation, and administration of occupational up-
grading systems require application to all workers in a union environ-
ment, not just selected groups.
This hypothesis is supported to a large extent by material in hypothesis 4.
Additional material highlights the problem as viewed by the union.

Another problem caused by well meaning “experts” occurs in the New Career
program. There is leapfmgmnu over the long-term employees at entry-level
by an outsider who has been trained for an upper level job from the ranks of
the unemployed. Further, new Associate Degree programs from the junior colleges
train people, usually young, ambitious, who come in just above the Entr} ey el of
skilled people who have been in the job for many years. When this is mupled
with the lower level employee with long experience but no credentials who is per-
forming at a higher level, the predicament of the dead-ended worker causes the
Union to be less than happv with the training program. Only by creation of an
upward mobility training program, which the Union can control by methods of
seniority selection, can there be an equity of opportunity.37

Drotning and Lipsky conducted “fairly intensive” interviews with 36
union leaders in western New York having experience with on-the-job
training programs and with 15 leaders who had never been involved with
manpower training programs.

Union leaders generally opposed special treatment (accelerated promotion, excep-
tions to seniority, and lower work standards) for trainees. The overwhelming
preference of trade union officials, both those who had worked with manpower
programs and those who had not, was for promotion on the basis of seniority
where merit is equal, and for equal work standards.38

Over half of the experienced union leaders felt that their members would
support working with hardcore, disadvantaged black trainees. Less than a
third of the inexperienced leaders answered affirmatively. Experienced
leaders responded negatively when asked about membership support, indi-
cating that, “A main concern was job security.”? At times the possibility of

36 Tillery and Deutermann, op. cit., 37.

37 Jerry Wurf, op. cit., 9.

38 John Drotning and David B. Lipsky, "How Union Leaders View Job Training
Program,” Monthly Labor Review (April, 1971), 65.

39 Thid.. 65.
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ronyg 3_'.'_-1.115‘.'1 eftte Cis W JI| CdUuse i Jril"[lr:-,{_'l'w Lo 'Lk]'{it 1l !i‘l.t.;.iil.:]l‘__l_‘ i"i'l-";l'dlln to
nclude their regular employees. Such was the case with minority upgrad-
ing projects run by Signal Oil in Houston and by the I'ransportation Op-
portunity Program in Los Angeles.A?

Une response to the negative effects HIJ'.*.‘H-_L from dual standards has

been a trend toward negotiation of new job desc riptions, with lower pay

.Hi-f I-=!=_I«z'1' :-;,‘-ru[Ll’.i'n:-l'.-Ll" li-.-l"h- 1s. for lraimees. I]I]w decreases [1'i|' Favoritism
and negative equity effects in the eyes of regular employee:

[n ¢ | tudies of union and management attitudes
n"'.”.r‘t' - 1S ndl i!:.;H;':H‘.'.'f_'l' Prograrms IIHI_Ti]'r._'Jh‘ thf
plausibility of util v of the internal labor markets to .m.:?_, Z
the n onal DIrading (CIMS 1} Lnion cnviro
merit

Vanal ' letermination of negative ettfect maenitud
nclud

!-?lr tence | 1100 [

[he importance of seniority in promotion and training

[he importance of other factors in promotion and training

[Et"-i}".t Ol f;.t il J]*l_t\ I LT

] 1 +
[he skill level focus of the traiing program;
[he rate of expansion of aggregate demand: and

The hl:]l.-:n"r{'fir"'* ot the trainees and work force

i-|t(-rr"k.li1:'_‘_1ﬁ.' enough from the vantace point of thr- internal labor mar-
ket, two of the policy rLuwnJ iptions made by Hamermesh are exactly oppo-
site to what one would suggest to mimimize negative training effects. Con
centrating subsidies in the highly unionized manufacturing sector and in
the rapidly growing and rapidly unionizing government service industry is
likely to create larger negative effects than concentration in nonunion indus-
tries, Similarly, concentrating training on moving low-skilled workers to
more highly skilled HIH!I'f;'i'.,';t" jobs rather than training currently unemployed
workers for entry-level vacancies is a ty pe of leapfrogging with large nega-
tive effects. Subsidizi ng training for vulk: rs higher in the mobility clusters
to move to skill shortage occupations is suggested. Training the disadva
taged for entrv-level jobs would be a concomitant policy preseription

Research Suggestion:

|-'-'f;" ‘:'|'.“i|t*l 0] ﬁ'f]rlL[f'-' Ir IVE 1T }u' Hv.w_l 1IN Sevi Lll u_i'- 5 [ {[nl”t ]E
negative effects. The magnitude of negative effects. and program designs

to avoid or minimize negative effects. can bhe determined using unpu blished

data from manpower Programs. One need only ~~Lt1np;n" the lite rature on

manpower programs to find numerous cost-benefit analveec of manpov

L'_I

U E. F. Shelley and Company op. cit., 140-43. 150-52




programs. Most ol these studies could have been moditied to g ity nega-
tive effects for trainees. For instance, the ency Fn.-p-. dic Har ind Borus
11”']\ of retraining in Michigan formulated an equation using “Gain In

\nnual Earnings per Trainee™ as the nh‘iwml: nt variable, with 24 primary
md interaction-ettect 'iIH_h.‘["H'!lilt'l”. variables.#! Trade unionism as a variable
could have entered the equation both as a lu'im;n‘\ effect and in interaction
effects. It is plausible that the negative effects caused by placing the dis-
advantaged in a union environment could cause a relative decrease i 1 the
income of the trainee. Further, the regular work force may make it SO 1N-
pleasant for trainees that they exit the program. Rosen conducted interviews
with stayers and leavers in his study:

. relations with other workers seemed to be central to job satistaction. Five of
the stays and two of the leaves reported that co- uc}rLen were friendly and easy

to get along with, while four of the leaves and two of the stays mentioned diffi-
culties with fellow workers as a major shortcoming of the job.42

The magnitude and determinants of the extent of negative etfects mignt
be measured in a study designed solely for that purpose. A sample of union
and nonunion firms with trainees and without trainees could be selected
from the files of the Iowa Bureau of Employment Security. A sample of
workers in the plants could be selected to provide data on demographic
characteristics, earnings, and occupational mobility. Additional variables
would include criteria for promotion, seniority, hiring frequency, turnover
rates. overtime. and other variables related to the nature and state of the
internal labor market.

A regression format with regular worker earnings serving as the depend-
ent xmmble would count unions and training as primary ;11‘1{] interaction ef-
fects among the independent variables. The coefficients would suggest
magnitudes for negative effects. They would also point out important vari-
th:'a which L‘Dllltl be manipulated in the design of training programs to

minimize negative effects.

11 Hardin and Borus, op. cit., 113-14.
42 Rosen, op. cit., 141.




ENTRY INTO THE BUILDING TRADES UNIONS:
A COMPARISON OF APPRENTICESHIP AND
OTHER ROUTES

[l 1:";_']'.IJ1.-t--}..E"I pPrograms, darect

r other local unions, and working on

r Ix basi trades Il nNine ciaes. ..ln'T.Inj'.'V.'l'f.'H.
f : 1z crafts but were fp:.'fw dimilar within

[t \ with union offi als and OUIMeyvmen i veals | Tll.'.'-f ad-

téria ed with the d oree of tL..':]JT“,,M of the labor market. Analv-

¢ 's worked during recent vears bv representative w.nft{l]m i1

jourmeyvmen incdicate that. because of their broader training. journeymen trained
n apprenticeships tended to work more than journeymen who had not had ap-
nticeship traini . Also “;'[-':"'[‘Tj""”'E"':I}‘“'-l”“—"ii workers seemed to advance

upervi positions more rapidly and in relatively greater numbers than
did journevmen with 1t .1{1]1:'f'iaf|u't_"--]1!]? Hu:ninj_:. Ot the several traditional means
t entry into the unions ..;‘Il'lz'r'itln.twh.[} seems to produce the most qualified
crartsmen H o | +.':-].| (§)) lill_' *_IT}Jr.'I' routes IJHI'» I‘!]LH"J Il ]Ir]I'}-tl'tLin IH!*' iIl

mitting flexible supply adjustment to the characteristic instability of the
ruction labor market. Implications from the analvsis are drawn tor the con-

temporary 1ssue of minority admission into building trades unions.

.I"p.!']!uil:'.'"ij :IILIH "[-.J.-it'*. Unions |11]jlhtj1b|¢ as [h:- nr'_:d.lli'}it‘lh. trainers
large numbers of tradesmen within the construction in-
By “ 7'.-L\|_:I<:'| E]-.i"‘: |il‘1'[l f.li".,'trff_'ni to f]ll' In‘in'i'am‘\j "1,'-.'!14-]'{‘]'}'-., 1117
ien into unions and the labor market. A casual observer mi}_{}]t as-

» LTIE -’EL'!‘ MOst Or --.!] ]'wl:!'Hr'.‘-. Iw'!|1I dare II‘Llilir_'l.l ”II'H]I_L:'I'J. f{ﬁl'uht] kl}l'ii‘!lt ltlit."'-

er wias EH"J'.-.:I.'H[ under Contract No 52-48-71-18 from the

Manpower Administs i n, U.S. Department of Labor. under the :_mlhm'l'rf. of th
Manpower Development and Ti unng Act of 1962, as amended, Researchers under-
. projects under government sponsorship are encouraged to express freely
. rment. Therefore, points of view or opinions stated in this articl
) ril epresent the official position or |'n:1l'+ of the Ul-la:liilnl".lT ot Labor

| hie ' 151 express appreciation to Ira Dorfman and Linda Perine who
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ship programs. However. recent studies? have shown that although the per-
centage of union members who were trained in apprenticeship varies by
craft and by geographical area, on the whole more building tradesmen
have been trained informally—in nonunion programs—than have learned

their trade in formal Ltppru'nti»;'m‘hili programs.

[[“‘x'f {]l'l these itlLllIH.'_\ men tare i ”u- L'iﬂhi[}!;'liﬂli Iil]_hal‘ Ill-;i.l‘kl;"t ds COII-
lmrwi with journeymen who have come through the J.l‘rl‘-l'F‘li‘{Li-L."L“'ihip route?
That is, do .-zpprvntirwhip graduates experience more steady employment
than Iil’ll'lall‘ipﬂ‘l\ti(‘t‘hhi]} graduates? Do apprentic ship graduates tend to
advance to hupt‘l'\'imn'_&‘ status faster and more often than nnnupprenticv-
ship graduates? Although several studies have provided follow-up infor-
mation on the career patterns of apprenticeship graduates,® none have
revealed how the experiences of these workers compare with those of other
journeyncii.

The purpose of this study has been to bridge this gup in understanding
of construction unions in order to provide a more rational basis for public
policy, especially regarding the issue of increased minority participation 1in
the industry. The project was designed to investigate a cross section of
trades in large and small cities and in a variety of geographic locations,
Six basic trades were selected for the study: bricklayers (Bricklayers, Ma-
sons. and Plasterers” International Union), carpenters (United Brotherhood
of Carpenters and Joiners of America), electrical workers (International
Brotherhood of Electrical Workers), ironworkers, (International Associa-
tion of Bridge, Structural, and Ornamental Ironworkers), plumbers and
steamfitters (United Association of Journeymen and Apprentices of the
Plumbing and Pipefitting Industry of the United States and Canada), and
sheet metal workers (Sheet Metal Workers International Association). In-
formation was collected in nine cities: Atlanta; Austin, Texas; Columbus,
Ohio; Chicago; Houston; Jackson, Mississippi; New York: Oakland; and
San Francisco.

Traditional Entry Routes into Building Trades Unions

There are four traditional means by which a person can obtain work in
the jurisdiction of most building trade local unions: he may join the union
as an apprentice and, after receiving sufficient training, graduate into the

2 For example, see Howard G. Foster, “Nonapprenticeship Sources of Training in
Construction,” Monthly Labor Review, 93:2 (February, 1970), 21-26; Irwin Dubinsky,
“Prade Union Discrimination in the Pittsburgh Construction Industry,” Urban Affairs
Quarterly, 6:3 (March, 1971), 297-318; and Herbert Hammerman, “Minority Workers
in Construction Referral Unions,” Monthly Labor Review, 95:5 (May, 1972), 17-26.

3 See Joseph H. Schuster, “Career Patterns of Former Apprentices,” Occupational
Outlook Quarterly, 3:2 (May, 1959), 13-19; California Division of Apprenticeship
Standards, Survey of Completed Apprentices Certified by the California Apprenticeship
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LI1ey dTll I_'ilti".__‘"l'., llr. Imay jfiiH th;- LUnIon as 4a j*s!ll'!lt‘ﬁ.{]idh or l_n- up-

rraded into the union’s construction branch from a lower skilled branch; a

member may transfer into most local unions from other locals within the
same international; and in some locals, a nonmember mav work on tempo-
rary permits. ( All locals allow members of other locals to work on temporary

ravelino ¢ :E"—'?'*f ‘x‘.'l'.r‘-': 1.a=1r'5~. 1S {"Er"ul_fi-'tl]. '
These means serve various ends: apprenticeship—which trains the nucleus
1'— und mec! -.'I'-!‘;:ﬁh_'_{f"'. ﬁilljn'rx'i'\.nrtﬂ; 4_lirf-f_'[' ;11']1]155-;5irm
[ joun which the unions organize open shops or
ke i1 livid could compete with union members for
rk: o1 | h allow mobility in the construction labor
arket | . low g umons to e:‘a‘;;.tn;] and contract their
'.1?}4'1r fo le1r l'!t't'l::;HH'HF IH--r':‘!]'n'rmf]il'l.
Inter Is and members in the cities studied re
aled that policies I admissions and permits vary widely from
to citv and an - the locals within each city. However. certain pat-
i | L] { .".‘l.}Jl
Firs reneral, policies of various locals of a given international union

~-"l.r'-.[':'.-. . 1CN t!f:'av-r' |i*-'.ii'1| more 't.'ulj -]1"] i}n‘ pﬂha'ir'-n 4-1- aL” !Hr;‘t'}.l& Witllill

4=

given city. That is. admission prnlrr;'iv'é for I'JP}T_IJ'I'ITZH'["» in Columbus showed
10re stmilarity to admission requirements tor p]nmh.-r-- 1T) (_I}:i{':l_s_';n or At-
inta than tor bricklayers in Columbus. Second. admission requirements in
dseneral were most stringent for electrical work. followed in order h_}'
plumbing, sheet metal work. ironwork. carpentry, and bricklaying. Third,
there was greater similarity found among apprenticeship standards than
imong journeyman admission pnljniw, Fourth, admission pu]i(:i:rs—purﬁcu—
larly those regarding the granting of permits and transfers and those re-
zarding direct journeyman admission—seemed to vary with the tightness

1EI" !

labor market. Finally, admission requirements for apprentices also
tended to be stricter than those for iHi.'fH'H!ll’__f_ “direct admission” jl.Jm'nL'}‘rll{?n.
Many locals examined prospective journeymen for pn_}fh:if_‘-lw}' in specialty
ields, whereas apprentices had to pass comprehensive examinations. As a
t, apprenticeship graduates tended to be more widely trained than
members who joined as journeymen.

qy

['he Superiority of Apprenticeship as an Entry Route

The supposition that ul}[n't-n[iu::_-r;]lip-truinm;l craftsmen are superior to
ourneymen trained in other ways is based on the following logic, First, an

Council in 1955 (San Francisco: Division of Apprenticeship Standards, California De-
partment of Industrial Relations, 1960); and Sara Behman., “Survey of Former Carpenter
Apprentices Registered in the Bay Counties Carpenters Apprenticeship and Training
Program” ( Berkeley: Institute of Industrial Relations. 1969).
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.L}‘-'I'H'{-nth_r-~.|=i1‘n—t:u1im~{l craftsman is a better skilled | i because he
is a broadly trained mechanic. During apprentic ship, hi s been exposed
to all p:ll't}; of his craft (or at least to more aspects than he was likely to

learn on his own). Second, he can adapt to different job situations and

changing conditions because he knows the theor underlying his work. for
his apprenticeship provided him with not only on-the-job training but also
with related classroom instruction. He i1s more 1':z'=1-f:!«tix': because of this
knowledge and because experienced journeymen have taught him to apply
his knowledge on the job. Third, since the apprent eship-trained cratts-
man is broadly trained and knows all parts of his trade, including blueprint
reading and job layout, he is more likely to advance to supervisory posi-
tions than are other journeymen.

Although logic suggests that apprenticeship provides the best available
training in construction, few empirical data are available to support this
claim. Perhaps one of the strongest pieces of existing ilable evidence is
performance on occupational licensing tests. Scores on one such highly
regarded test, the Texas state journeyman plumbing examination,* show
that apprenticeship-trained examinees outperform others (see Table 1). In-
sofar as the test measures skill at the trade, the results show that appren-
ticeship-trained journeymen have a definite skill advantage over nonap-
prenticeship-trained journeymen. But if test scores measure only ability to
take the test, then apprenticeship might be good preparation only for test
taking. Thus, although these test results strongly indicate that apprentice-
ship training produces craftsmen with superior skills, they are not conclu-
sive.

In view of the weaknesses of using skills tests to show the superiority of
upprenticeship, we have attempted to measure more objectively the rela-
tive worth of apprenticeship and nonapprenticeship training in construc-
tion, utilizing two new approaches. One was to determine whether appren-
ticeship graduates are found in disproportionately high numbers in super-
visory positions. The results of this method are examined later in this paper.

The other approach was to compare the number of hours worked an-
nually by a random sample of journeymen from each local union studied.
This method is based on the premise that, compared with journeymen with
less training, more skilled and more productive workers are in greater de-
mand and will therefore tend to suffer less unemployment. Also, broadly
trained craftsmen are likely to remain employed more steadily because
they can better adapt to changes in market demand.

4 This unusually well-designed and well-administered test is described in detail and
praised in Benjamin Shimberg, Barbara F. Esser. and Daniel H. Kruger, “Occupational
Licensing and Public Policy” (Princeton, New ]ersey: Educational Testing Service,
1972 ), 149-151.
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I'able 1
ERFORMANCE OF APPLICANTS TAKINGC THE TEXAS STA1
EAAMINATION FOR JOURNEYMAN PLUMBING LICENSI
NOVEMBER 1. 1963, THROUGH O( F'OBER 1964

Y TRAINING BACKCROUND

e |::I [ ri
Ay Y SNumbéer and
:l 1E _'\.\_I' i'-n T_]'_" 1 Id]
| T ! 1‘ i .11 | E i i G - i Tk
L 0. LI H 11 () S6.4
N ot 57 . 57 755 105
Total 04 20 (7 i 1.6
L 1 L'l 'III J.' ITi L
1
|..'1 Ij rl- i‘ll'
T LY 1
EXperienct N iumbeln VEerag
Il-f RRERREEY | at 'l!L JI' LCLe III.'\. SCOTi
:'*.PI'rr-:_:_.. 5.0 vear 16 50.4
Nonapprenticeship-trai G.1 years 574 50.8
Total 620 81.1
. izr'i.f‘!":

to training 1n registered .upi*rwr:t:u.---«l.:]a programs onl

source:; lexas State Board of i'|'|:[||.1;m_f Examiners

Comparison of Average Hours Worked by Journeymen

serves both as an ind

In construction, more than am other industry. ['{'_LLI]I;H'H‘\ Of u_-m]n'.n]ru*nl

o

cator ot the worker’s attractiveness to vm[ﬂu}':_-ﬁ and
a good proxy for his earnings. This is large ly because of the casual and
iHl.‘ﬁT:iI}]t‘ I't'I;iiitrIIH}ii[) ljt't"-.‘n.'l.'r‘ll u'urlu'r-\' .ll:ff 1'!111-‘[“_&1']'.‘# ;HH_] !H'L':ihhl‘ ;t” it”“"
neymen receive the same wage rate, There 1s no wage ]iil‘l';ll"'h_‘h such as ex-
ists in other industries. A less skilled worker in another industry might work
just as !""_’:U!dr[j-. as his better skilled L":J'l'l'll'f;hl.i a reduced rate. In
construction, the less skilled individual works at the same rate but for
fewer ]-w'lill": ¢_|l;ti1 }iiw }J'_'[f*_‘l' wLi”q'f] "Hilltttl']'?-'.ti'{_ ‘ﬂdh'{] ;I‘IJHlil!':' 11r.r.-l:'-\ 1|Hr.'
rewards for good work in the building trades are steads employment (con
sidered in this section) and or p]'t-];|=;iiun

The claim that ap]

t but at

(considered in a later section
1H'1"!:|fl-~"f'klli}) 'JIJ*['II:LEr.'*~ tend to work more steadily
her journeymen was tested by takine ~4.unpfu-a of journevmen’s name
] i

dnd ¢ hours they worked from cach cooperaung unions pension o1
i | ) s e
health and weltare fund eligibilit

I'IIl Ifl "-.i[lj['JIt'\ ||IL'I'-J'].'~'E sC1

()1

2 Contributions to these funds are made by contractors on the basis of a negotiated

ber ot cents per hour worked by each man. Thus it is [u_-x-!].i.- to state with rea

onable accuracy the number of hours worked by each man for union contrac tors. Some

1€n. Of cour may work in open shops (usu ly for less money): such work does not
|]I|;.-* iT 11 .'Ejf' (.r;:-’il J[."JI‘-"'-r'II.t'_"E LJ‘][',

S1




several years trom the unions in Houston, Columbus, San rancisco, Oak-
land, and Chicago; in each of the other cities it proved feasible to retrieve
data for only one vear. When the names of traveling members of other
locals or nonmembers working on temporary permits appeared, they were
deleted from the samples, since it was impossible to determine how long
those individuals desired to work in the area in any given year. For the
same reason, members who could be identified as having joined the union
or retired L’luring__{ a jr'f_i'».‘t.'*n year were excluded from the "ﬁi_LIﬂi}!l" for that year,
as were inactive members or persons who had died

The names of men currently serving apprenticeships were also deleted
hecause many were indentured late in the sample year and thus could not
be counted for the entire year. Moreover, the number of hours worked by
apprentices is often more a function of the efficiency of the program and
the contractor’s willingness to employ apprentices than an indicator of the
apprentice’s skill on the job.

Finally, the names of paid union officials were deleted. The names re-
maining in the samples, then, were those of active journeyman members of
the unions being studied. The lists of names and hours worked were
checked with apprenticeship coordinators and with records kept by the
Bureau of Apprenticeship and Training and state apprenticeship agencies
to determine which journeymen had completed registered apprenticeship
programs.

Sampling Procedures

The ‘samples analyzed in this paper ranged from only 1% of the active
membership of the Bricklayers Executive Committee in New York (whose
officials would allow only a minuscule sampling) to over 20% of the mem-
bership of some smaller locals. An attempt was made to obtain at least 10%
samples of all but the largest unions, although after the names of travelers,
apprentices, retired members, and union officials were deleted, some sam-
ples were less than 10% of the total membership.

Samples were extracted in two ways. One method was to select a name
arbitrarily from the pension fund lists, on which names are kept either al-
phabetically or by social security number, by taking every fifth or tenth
name until the desired sample size was reached. The other was to select
a name arbitrarily and to take the nine names that followed, then skip sev-
eral pages and select another block of 10 names, and so on, until the de-
sired number of names was obtained. When used on an alphabetical list of
names. the latter method often revealed several persons related to each
other. This was an advantage in light of our intention to learn how workers
actually get into construction unions.

There was only one significant departure from these procedures. While
requesting a sample from the Carpenters District Council in Chicago, the
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uthors were mistakenly informed that the Council had had a registered
oram for only the last six vears® and that the number of graduates

uld be so small relative to the total membership that any .mmph‘ SE-
ted would probably be underre presentative of the ;t[_‘:prrutiu,wllip grad-

jate [herefore a list ¢ t half of the workers who i.Uil'lL'Ll the (Juum-il”s local

nions in 1970 was obtained, thereby assuring the presence in the sample
r itative number of apprenticeship graduates

14 {17 j;r-:-":r'-' H..{:‘Fg{f’tfj

.- d as carefullv as “real world” circumstances

many methodological difficulties and prob-

As in the current literature on returns
|, there is the i':]nll*-!rr'n of l';utln'in; out the
ng from numerous other influences—such as

" peer influences—which may atfect income

nd employment, These and other problems dealing with 'utlulm” and i
) he d ire discussed later in this paper.
he results of the « omparisons of average hours worked IJ_‘u the hau"n[}it: ol
ren hip-trained and other journeymen are summarized by interna-
\al union in Tables 2 through 7. The data in these tables are not as
mplete as could be desired because of lack of cooperation by certain

cal unions and district councils. Neither are the fifrur{u: Lﬂmpau'uhlf- be-
ween trades or cities. due to diffe ring labor market (_Hlldltli.}lh and referral
rocedures. Nevertheless, the summarized data are rmphutu: in their sup-

rt of the :I-'1'-a-=‘F-:-~.~'~x that journe ymen with apprenticeship training, be-
ause of their broader skills. will tend to work more th in journeymen ulth—
ut apprenticeship training, who are more likely to be narrowly skilled
cialist
In 32 of the 41 local unions and district councils for which data were

vailable. ;:j‘r["r'r-rrt;c_-:'—*-f:Ep-tr;lim'{] iUlll'm‘\.‘I]ll'n worked L‘UI‘.I'*:iiStL‘nth’ and SfL,-
ificantly more than journe ymen trained in other ways. By contrast, in only

ree locals did apprentice “}H -trained journeymen work less than journey-
en without apprenticeship Lr aining (and in only one case was this true
6 A turned out, the program had been registered for many years, but the sample

\ad already been taken when that fact was discovered.
" For an introduction to the problems and difficulties of this type of research, see Garth
Mangum, “"Evaluating Federal Manpower Programs,” Proceedings of the Twentieth
snnuat Winter Meeting of the Industrial Relations Besearch Association, Washington,
).C., December 28-29, 1967 (Madison, Wisconsin: Industrial Relations Hesearch Asso-

1905 ), 161-171; and Glen C. Cain and Robinson G. Hollister, “The Methodology
Evaluatine Social Action P :-J.rL:rumw_“ in Arnold R. Weber (ed.), Public-Private Man-
wer Policies (Madison, Wisconsin: Industrial Relations Research Association, 1969 )




[able 2
COMPARISON OF AVERAGE HOURS WORKE]
APPRENTICESHIP-TRAINED JOURNEYMEN AND JOURNEYMEN
NOT TRAINED IN APPRENTICESHIPS, BY YEAR: BRICKLAYERS UNIONS

Journeymen Average Hours
in Sample Apprenticeship Worked by
Unions ( Percent of Graduates Journevmen Percentage
(and years) active (percent of Apprenticeshij Not Trained in Differential
studied) membership) sample) Graduates A pprenticeship [(4-5)/5]

(1) (2) (3) (4) (5) (6) :
Atlanta |
(Local 8) L
1970 76 (8%) 20 (26%) 10470 9934 5.45 \
New York l
( Executive ri
Committee ) '
1970 64 (1%) 21 (33%) 1.010b 1.039b - 2.8% )
Chicago 1€
(Local 21) If
1971 267 (5%) 99 (37%) 1411 1,215 16.1% (X
1970 284 (6%) 104 (37%) 1,394 1,272 9.6% (|l
1969 295 (6%) 110 (37%) 1,639 1.536 6.7% 18
1968 294 (6%) 110 (37%) 1,605 1.520 5.6% 16
Columbus L
(Local 55) I
1971-72 115 (21%) 30 (26%) 1,851 1.248 48.3% "
1970-71 111 (21%) 28 (25%) 1,273 1.006 26.5% 0
1969-70 101 (19%) 28 (28%) 1,343 937.3 42 3% :
Oakland l:'f
(Local 8) ?
1971-72 64 (16%) 15 (23%) 1,233 1,112 11.0% | B
1970-71 63 (15%) 16 (25%) 1,097 1,112 - 1.4% By
1969-70 58 (14%) 14 (24%) 1,274 1,230 3.6% |
1968-69 58 (14%) 13 (22%) 1,183 1,095 8.0% | BY
1967-68 57 (14%) 12 (21%) 1,018 1,055 - 3.7% | ER
1966-67 57 (14%) 10 (18%) 904 896 09% |8 a
1965-66 55 (13%) 9 (16%) 1,314 1,248 5.3% i 19
1964-65 52 (13%) 9 (17%) 991 939 555 [0

e 15
San Francisco R 19
(Local 7) I 18
1971 119 (30%) 18 (15%) 1,217 1,105 01
1970 119 (30%) 19 (16%) 1,211 1,221 - 0.8% i 1
1969 116 (29%) 19 (16%) 1,051 1,236 -17.6% 0 1
1968 106 (27%) 17 (16%) 643 571 12.6% l m

i
a Strike during summer reduced hours for everybody. ; 4 Iz:

b Work was scarce.

S4 i




['able 3
COMPARISON OF AVERACE HOURS WORKED B)

PPRENTICESHIP-TRAINED JOURNEYMEN AND JOURNEYMEN

YOT TRAINED IN APPRENTICESHIPS, BY YEAR: CARPENTERS UNIONS
urne N Average Hours
n sample Apprenticeship VWorked by
Nicns Percent o Graduates [ournevmen Percentape
nd ye tive percent of \pprenticeship Not Trained in Differential
clie e b ple) Craduates Apprenticeship [(4-5)/3]
1 { 5 (B
Iil
ocal 22
70 17 ) 89 | 281 5.4
Sty
ocal
il 2 325 7384 11.8
niston
Distri
ouncil
)71 971 (4 53 (204 .57 1,262 24.64
70 2.3 l 14 (19 771 1,532 15.6%
olumbus
Local 200
)71-72 185 (10 10 (221% 1,542 1,38 11.5
370-7] 197 (114 38 (19% 1.540 1,320 16,7
HEO- T 15 1 1 V7 149 54 1.460) 0.1%
kson
wal 147
371 | | G 2] )5 | 474 1 145, 1 5.4
hicago
District
uncil
)i ] 749 (29 6 (| 1,06] 64 t.4
70 704 (929 i6 (79) | 588 ]1.392 14,1
v Are
District
cil
san | FrdnCiscy
d Oaklan
)7 1 iG (5 04 (26 1 450 256 15.4
170 60 (5 T (27 | 484 1 .255 19.5
. 59 (5 19 (28%) | 558 | 571 15,0
27 (5%) 37 (27%) 1.545 1 460 5 8
i 10 (5 50 (26 1,513 | 332 130
00 (5% 79 (26%) 1.519 1.3682 9.9
063 295 (5 74 (25 1,652 1,44 14.5
{ 289 (5 74 (26 1 BA0) 1. 444 17.0
; 267 59 5 25 1.557 1. 485 .5
b2 244 (5% ) (25 1 GO2 1.365 17.3
| 214 (5% 55 (2 1,70 1.514 12.4




1960
1959
1958
1957
1956
1955
1954
1953

208

198

1/O0 |

167

169 |

162
139

119 (:

28

#

T
(28%
( 25%

3

M AN AW M

t:: t3

)
]
)
( : )
(25%)
(26%)
(i ]

W O

L3

EI.:'-' \

a January-July 1971 only; no other data available.

APPRENTICESHIP

Table 4

B =

| 40

1 d 3}

s

| 296

COMPARISON OF AVERACE HOURS WORKED BY
-TRAINED JOURNEYMEN AND JOURNEYMEN

2 Uz
9.3%
5.9%
12.5%
8.7%
17.8%
6.3%
19.6%

NOT TRAINED IN APPRENTICESHIPS, BY YEAR: INTERNATIONAL
BROTHERHOOD OF ELECTRICAL WORKERS UNIONS

LUnions
(and years)

studied)
(1)

Atlanta

( Local 613)
1970
Houston
(Local 716)
1971

1970
Columbus

( Local 683)
1970-71
1969-70
1968-69
Jackson

( Local 480)
1971-72
Oakland

( Local 595)
1970

1969

1968

1967

1966

1965

San Francisco
( Local 6)
1971

1970

1969

Journeymen

in

Sample

(Percent of

107
107

104
101
86

227
184
173
164
156
146

active
membership)

(2)

(8%)

(8%)
(8%)

(12%)
(12%)
(10%)

(31%)

(23%)
(19%)
(18%)
(17%)
(16%)
(15%)

(29%)
(29%)
(29%)

Apprenticeship

Graduates
(percent of
sample)

125

89
84

-

67

89
89
83

(3)

(32%)

(31%)

3 (31%)

(51%)
(47%)
(43%)

(91%)

(55%)
(52%)
(51%)
(51%)
(51%)
(46%)

(38%)
(38%)
( 36% )

Average Hours
Worked by:

Apprenticeship

Craduates
(4)

2,121

1,775
1.867

1,829.4
2,107.1
2,263.8

1.277

1,662
1,717
1,718
1,593
1,762
1.735

1.523
1.491
1.660

Journeymen
Not Trained in
Apprenticeship

(5)

1.338

1.334
1.589

1.716.5
1,825.2
1.947.9

1.288

1,532
1,678
1,608
1,466
1,654
1.578

1,266
1,351
1.368

Percentage
Differential

[(4-5)/5]
(6)

6.6%
15.4%
16.2%

- 1.0%

8.5%
2.3%
6.8%
8.7%
6.5%
9.9%

20.3%
10.4%
21.3%




I'able 5
COMPARISON OF AVERACE HOURS WORKED BY
APPRENTICESHIP-TRAINED JOURNEYMEN AND JOURNEYMEN
NOT TRAINED IN APPRENTICESHIPS. BY YEAR: IRONWORKERS UNIONS

Journeymen Average Hours
in Sample Apprenticeship Worked by:
Unions Fercent of Graduates Journeymen Percentapge
and years active percent of Apprenticeship Not Trained in Differential
studied) membership sample) Graduates Apprenticeship [(4-5)/5]
| D 3) (4) (5) (8)
Austar
oca
1970 : 6% 26% ) [.608 1.554 6.7%
Housti
Loca
197 ] ( 1Y% ) 1,450 1,465 - 1.0%
1970 19% ) 1,29] 1.376 - B.6%
Colum]
Local 17
1970 - 2 23% ) 1,456 1,403 2.9%
BeY )] ] 7 (21%) 1,701 1.395 21.9%
968 S ()2 17 1,732 1.534 12.9%
Chicag
( Local 1]
1971 228 (11% 77 (34%) 1,509 1.313 14.9%
1970 256 (139 79 (31%) 1,599 1.365 17.1%
Oakland
L.ocal 378
971-72 po (15 M (D5%) 1,526 1,316 16.0%
1970-71 61 (15% 84 (52%) 1,618 1,490 5.6%
1969-70 160 (15 86 (54%) 1.740 1.664 4.6%
yan Francisco
Local 377)
1971-72 183 (16%) 68 (37%) 1.443 1,472 2.0%
1970-71 189 (16%) 71 (38%) 1,574 1,519 3.6%
1 969-70 191 (16%) 72 (38%) 1,654 1,612 2.6%
Table 6
COMPARISON OF AVERAGE HOURS WORKED BY
\PPRENTICESHIP-TRAINED JOURNEYMEN AND JOURNEYMEN
NOT TRAINED IN APPRENTICESHIPS. BY YEAR:
PLUMBERS AND PIPEFITTERS UNIONS
Journeymen Average Hours
in Sample Apprenticeship Worked by:
Umons Percent of Craduates Journeymen Percentage
and years active (percent of Apprenticeship Not Trained in Differential
studied nembership) sample) Gradunates Apprenticeship {(4-5)/5]
l (2) (3) (4) (5) (6)
\tlax
l.ocal 72
1970 83 (8%) 31 (37%) 1.476 1. 466 0. 7%=




M, y N7
wEW 1OTr

( Plumbers
|,f1L ;1‘1‘ ]
1970

vustin

| .ocal 286

1970

Houston

I l'ipvfitt:'-}'-
e 'dl 211
1971

1970

Houston

( Plumber:
[.ocal 68)
1971

1970

Columbus

( Local 189)
1971-72
1970-71
1969-70

Chicago

( Plumbers
L.ocal 130)
1971-72
1970-71

Oakland

( Plumbers
Local 444
1971

1970
1969

1968

1967

1966

1965

San Francisco
( Local 38)
1970-71
1969-T0
1968-69
1967-68
1966-67
1965-6¢

130
130

[N W
Lo

=] =]
ia

299 (
279 |

189
189
182
174
153
148
141

544
543
533
538
482

162

(17%

( 18%

(13%
(13%
(13%

(
(¢
(

~

s

=~

= 9
ik

4

b I ]

=

LY

b3

(22% )

(19%)

(19%

)
)

)

{ 18% )

(20%
(20%
( 20%

—r

(20%)

({ 20%

[ ;:HI,' |

v Strict referral svstem.

) (2.3

| 3%
27 (21%)
27 (21

49 (38%)

47 (37%)

48 (38%)

132 (44%)
121 (43%)

88 (47%)
90 (48%)
83 (46%)
78 (45%)
66 (43%)
59 (40%)
56 (40%)

149 (27%)
148 (27%)
140 (26%)
135 (26%)
128 (27%)

125 (27%

55

1. 810

1,745

1 Q30

1,841
1,865

1,707
1,709
1,872

1,925.8
1,877.

1

1.609
1,579
1.640
1.643
1,524
1,734

1.752

|, 454
1,455
1.608
1.549
1,405
1.614

0.4%

1,77 2.2%
1,358 28.4%
1 820 6.0%
| 822 1.0%
() 8.4%
1.539 10.9%
1.645 4.0%
1843 1.6%
1.871.3 2.9%
1.822.6 3.0%
1,551 3.7%
1478 6.8%
1 567 4.7%
1.526 T.7%
1.446 5.4%
1.621 7.0%
| 638 7.0%
1 407 3.3%
1,406 3.5%
1.562 2 9%
1.549 0.0%
1.434 - 2.1%
1. 612 0.1%
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COMPARISON OF AVERACE HOURS WORKED BY
APPRENTICESHIP-TRAINED JOURNEYMEN AND JOURNEYMEN

%, T1 TN

NOT TRAINED IN APPRENTICESHIPS, BY YEAR:
SHEET METAL WORKERS UNION

Journeyvmer Average Hours
¥ impie A\ pprenticeshiy Worked b
I Percent Cradunts Journeymen ercentag
] Apprenticeship Not Trained in Differential
. Graduates Apprenticeship [(4-5)/5]
(4} |_.‘1_,- (7))
i | 6i) 1.318 21.67
i 5
37 ) L] 1,762 1.6G10 9.4%
* ) 1 19 | 7T9() 1 973 .3
lumbe
] Ll C
71-72 83 (9% 27 (33% 1,620 1,313 23.45%
10-7 ) 9! 27 (29%) 1,812 1,711 2.9%
)69-70 2 (9% 24 (26%) 1,652 1,646 0.4%
1I65-69 85 (9% 29 (926%) 1947 1 816 7.99
L 1: 501m
[ i |_l| .;I:'r
1971 7 3.6% 6 (63%) 20449 1 .625.6 23.3%
150
970-71 268 (4% 61 (23%) 1,828 1,819 0.5%

5
1969-70 263 (4% 61 (23%) 1.897 1.916 1.0%

cal 211
i 188 (16% 102 (54%) 1,640.2 1,510.8 5.6%
1970 203 (17% 105 (52%) 1.686.4 1.574.3 7.1%
n Frans
ocal 104
)71 156 (21% 8 (50%) 1,487 1,472 1.0%
1970 169 (23% 85 (50%) 1,524 [,513 0.7%

nore than one year). Six locals showed mixed results of ditterentials
werage hours worked of less than 1%. That three of these were
nited Associations locals may retlect the fact that the plumbers seem to
> more formal hiring hall arrangements than the other unions do. These
urangements would !w!p to explain why, in the plumbers’ unions which
onsistently had differentials greater than 1%, the differentials exceeded 10%

r only two yvears. Formal hiring halls I}rnh;ilaf_h-' H'pn*ur] work more evenly in

S0

| I




the plumln*rsﬁ unions than do the less formal method | MY} -

mon to other crafts.

The data in Tables 2 through 7 further reveal that of 119 percentage dif-
ferentials, 100 were greater than 1%. “HT_\ 10 differentials were less than -15
while nine fell between -9% and 9% Thus 84% of the cases support the

}1_‘1']’1&1”11’“% that ;IF’PIl‘]!ti('[‘%lli13~t1';li]:*_'J1 craftsmen are more broadly trained

and suffer less from unemployment than other journeymen. Regardless of
whether one considers nn]_’x' local unions or the total number of L:.H:lpuri-
sons, then, the cases supporting the hypothesis outnumber the cases op-
posing it by 10 to one.

The hours-worked differentials which are favorable to apprenticeship
as a source of training are as large as they are numerous. There were 31
differentials between 10% and 20%, 11 between 20% and 40%, and three ex-
ceeding 40%. Thus, nearly half of the “favorable” comparisons exceeded 10%:
by contrast, only one “unfavorable”™ comparison was below -10% (-17.6%

."tf{:thm!n!ngffnf Difficulties

Unfortunately, the data are incomplete or otherwise imperfect for several
reasons. First, there are gaps in the data because not all unions gave access
to their information. Second, some information is unreported or misre-
ported to the pension fund offices by contractors. Third, records on ap-
prenticeship graduates were often unobtainable, incomplete, or so disor-
ganized that some information may have been overlooked.

A possible conceptual difficulty is that our definition of apprenticeship
is confined to programs registered with the Bureau of Apprenticeships and
Training (BAT) or state apprenticeship agencies. Although unregistered
programs turn out as many craftsmen as do registered programs, the regis-
tered programs are much more uniform in quality and information is morc
easily obtained regarding their graduates. Even so, one must recognize thal
not all registered apprenticeship programs are alike; instead, the nature and
quality of the programs vary widely among trades and among local unions
in each trade. Some programs are quite new and experimental while others
are decades old. Some are scrupulously supervised and coordinated; others
have practically no direction. The quality of instruction is not uniform, and
instructional facilities vary greatly in their usefulness. Many of the older
programs had no classroom instruction, but few are without such related
training now. Still, the quality of apprenticeship training programs within a
trade is more uniform than are most other broad categories of training, such
as vocational education.

Another methodological difficulty is upparvnt—nnnu-l}'__ that the number
of hours a man spends at work is a function of more than training alone.
Many influences affect his work record. For example, whenever it was
learned that a person suffered prolonged sickness or disability during a
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yvear, his hours for that ia.L1:_~_-if.1: yedr were stricken from the 'wulni:]-'. )
course, perfect information was not available on all illnesses and disabili-
ties, but these were assumed to be independent of training backgrounds.
In the case of disabilities. however. if apprenticeship-trained journeymen
are sater workers and thus likely to have fewer work-related accidents.

they should lose fewer man-hours because of such injuries. This point would

support the hypothesis that apprenticeship training produces superior

~ t e11.
[hei cting hours worked which would not b
either group more than the other. .\m-l?l_;{
these are nepotis idence of moonlighting,

W [l ._1]}1-t.'.lt:r:_fj \a-"._rl'L'. i’i"ﬂl‘ll'}:-.ltlt‘llt tends to e
rrante ) pability. An employee is likely to work mor
steadily i r for his tather or another relative who em-
’:"Ti'-_‘ s him recai ierit, However, there is no reason to expect
any difference in the incidence of this situation between apprenticeship-

trained and nonappr: nticeship-trained journeymen. The assumption is that
a journeyman's likelihood of working for a relative is independent of his
training.

Regarding age, one might reason that because older construction workers
might not be able to perform well on certain types of construction jobs
vhich are demanding in terms of physical exertion or pace, they would be
handicapped in the labor market and thus likely to work less. On the other
hand, with age come greater maturity, knowledge, and experience—char-
acteristics which would make older workers more attractive to employers.
Whether increased experience or diminished physical ability has the greater
influence on hours worked depends on the nature of the trade and specialty
and type of work under consideration. In the few samples in which ages
were obtained as well as hours worked, age was found not to be a factor
That is, up until almost immediately before retirement, experience gained
over vears of work at the trade counterbalanced diminished physical ca-
pacity lost over the vears. One might re-.m-n:tl;]}' expect that since appren-
ticeship programs have been registered only since the National Apprentice-
ship (Fitzgerald) Act of 1937, apprenticeship-trained journeymen are, on
¢ average, a younger group than other journeymen. However, since the
.:f?'.'..;;if.';kf_['-HI]u eltects ol [Ir'r'n&mlf_i tiI[] ;iIL‘nPr_';ll‘ to i);ﬂ;’ll'l{'t_' tl'i(—’ tllrialfl\.-’;llltais'_fi‘l}t.h
ettects, the younger age of u.Hu'l-:11iu-ahi[)-lr;lim_‘d iuurnr;'}'lﬂi‘n would not
zive them any undue benefit in the comparison of hours worked.

Journeymen who moonlight as contractors would tend to have tewe)
hours reported to the pension funds, since only hours worked as employees
are reported. The effect of moonlighting on our results is probably insig-
niticant because the practice is forbidden by most unions and because
journeymen who were known to have moonlighted were excluded from the
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samples. Any moonlighters remaining in the sam; les 1 have been non-
apprenticeship-trained journeymen who had to work as con tors on small
inhs because they could not find regular employment as journeymen. On

the other hand. moonlighting is a transitional step to becoming a full-
fledged contractor, and since the best craftsmen are likely to become con-
tractors, ;i.l‘.*llﬂ't_‘lIf'il;'l’i'»]Iip'tl';lilll‘{l men would be more than prl1purtimmtu1}'
represented among those workers who moonlight as contractors. However,
on the whole. this influence probably atfects neither group more than the

f'r”'H'l'.

Influence of Traveling on Hours Worked

\ factor which may bias the average hours worked in favor ot appren-
ticeship-trained journeymen is the incidence of traveling. As previuusl}'
mentioned. travelers from other locals were excluded from the samples.
However. if a craftsman in the local under study traveled outside the area
in which his pension fund was in cffect, his hours worked for the year may
be understated.® The key question is: Do apprenticeship graduates travel
more or less than other journeymen? The answer is probably less, since
|mnnpp11‘ntic-v:s;hipftmim_-d mechanics are more likely to encounter unem-
ployment in a given area and be forced to seek employment in other areas.
Although this phenomenon would bias the hours-worked comparisons in
favor of apprenticeship graduates, the results would be consistent with the
hypothesis that the better trained journeymen are products of the appren-
ticeship system.

The Influence of Referral Systems

Probably the most important of possible influences on hours worked is
the referral system. Depending on the nature of the system used, a referral
procedure could bias the data to favor either apprenticeship-trained or non-
apprenticeship-trained journeymen. If a formal hiring hall system is used.
or if the referral system is organized on a “first-in, first-out” basis, as in
some plumbers’ locals, the referral system may have the effect of assisting
less competent people to find jobs, thus effectively reducing differentials
between apprenticeship-trained and nonapprenticeship-trained journeymen.
On the other hand, if the apprenticeship-trained craftsmen are placed in a
preferred classification. such as an “A” section or a preferred seniority sec-
tion, and if the nonupprenticu:ihip*tmint‘d workers tend to be more than
proportionately represented in the less preferred categories (“B,” “C,” or

8 Some pension funds cover wide areas, such as the ironworkers’ pension fund in
San Francisco, which is part of one that covers California, Arizona, and Nevada. While
other pension funds are more localized, some local unions have reciprocal agreements
with other locals so that hours-worked data may be transferred.
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e Ol truction mdush it mayv be because U hotter li"»lii'_'_“*

b lustrv than men without (pprentceshg imevmen who
ave not served pprentice Hll" may move int T ol the industry
nore often. but if so. the reason mav be that the lack many i.{‘il'» necessanrn

1l time in construction. In other words. their more casual attach
nent to the industry mav be a matter of necessity rather than choice.
l'he better showing of apprenticeship graduates is due to journeyman up
grading programs, not to apprenticeship training .

i'1 1S 18 I,:..w.;!,]-l Tﬂlf_ |r:-1,17'[1t _‘-,!H. 1] r[thI 1y I3 ] I .'.!j!l.'l ) JI"l'li"'llUl'*'

.‘ tr.ain:'n*; to :_]n- extent tlu:il SOIme  journcy men .Hi‘TH_] ;ll‘ll‘n'l‘lili{:t'.‘-]'llll
classes as part of their upgrading programs. Moreover, there are indications
that apprenticeship graduates are more likely to take advantage of journey-
man upgrading opportunities, suggesting that apprenticeship teaches men

the value of keeping their skills and training up to date

Conclusions from Hours-Worked Comparisons

[he results of numerous COMPAarisons of average hours worked by ap-
prenticeship graduates and by other journeymen, while significant, do not
prove that apprenticeship is preferable to other forms of training. Several
alternative interpretations of these results have been advanced, but they do
not seem convincing. Nonetheless, if other interpretations are offered, they
will be considered seriously. Although no theory has been proved by the
foregoing analysis, substantial information supports our hypothesis that
tormal apprenticeship is, in fact, the superior form of training in construc
tion.

Advancement to Supervisory Positions

To further test the merits of apprenticeship compared with other forms
of training, a second measure was developed: the percentage of the super-
visory work force (foremen, general foremen, and job superintendents)
comprised of apprenticeship graduates. The supposition was that even
though apprenticeship is not designed explicitly to train supervisors, the
broad range of skills acquired in apprenticeship, including blueprint read-
ing and laying out work, should prepare apprentices to advance into super-
visory positions easily. (This point of view was shared by most business
agents and apprenticeship coordinators. ) If apprenticeship dcl'ual[v is a bet-
ter form of training for supe rvisors than other routes, apprcnhcesh:p gra.d )
uates should appear as foremen and superintendents in relatively greater i
numbers than other mechanics. For I;Llfﬂpit* if 30% of a given union’s mem- %
Iu-r-h1p were trained in apprentices np& but 50% of the supennsors from
that union were so trained, support would be given to the contention that
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Local

b

{ ‘-"liI'ul. {'“-: |

LLocal 302

[ronworkers
rwl'i]nlﬂj'-.
Local 172)
(:}Ijl'.l'_lti
'i,m',al 1

San Francisco

Y, ——

l!.'.H;t] '.iIJ]
Oakland
L.ocal 378)

Plumbers and
f’fp-!"fltfh‘r\
Atlanta

( Local 72)
Austin

( Local 286)
Houston

( Pipefitters
L.ocal 211)
Chicago

( Plumbers
Local 130)

Oakland
( Local 444)

Sheet Metal Workers

Atlanta

( Local 85)
Houston
(Local 54)
Columbus
( Local 98)
Jackson

( Local 406)
Chicago

( Local 73)
Oakland

( Local 216)

a Not from hows-worked samples.
b Data on supervisors include men who transferred from other locals but tor whom it
was not possible to obtain information on training backerounds.
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Workers Local 85 of Atlanta support our find ¢ the training
backgrounds of supervisory personnel. Questionna tributed to
. , ] ' ] _ hit 5, e
[OUImMeEvInall | wembers to determine which, if ans LD T SIUP EL']IDUIH
thes *'.lt] atti :Hfi-:l, Jd11y 1'1].Lf|'.l fl’qj]l.'rl'_l _lu.-r".wi Of ;l-l.'l l‘ Hf entm
into [!1:' Tl‘;tfil' .:Tll] current .llnf {]:'a."';.ull*\ k.ll}'u ViSO 1|:-.;f'nr7;~
Of 138 members returming {1':1‘“.“1IIIII.HI'E"~-_ 54, or 61%, claimed to have

[he marked discrepancy be-
o

1% indicated by the samp]r
included in Table 9 may be r.\'pT.unw] h_*. a number of factors. .-\ppﬂrc'nt]}'

irt‘t':: i:ummf ir urion .L[WIHH'Hi:n'f.'wi:ii“r N-‘.'!iiw!w

tween ”H.\i if'_:llll' ot 60.9% and the estimate ol

.u[iln'i'i:fin'-hip craduates attend union meetings mor ?:!'1111L*1'1t|_\.‘ than other
members do and, hence, would be more likely to receive and return such
questionnaires. Also, the line reading “apprenticeship school attended™ may
have indicated to some nonapprenticeship-trained members that they were
not to return the questionnaire. Finally, the lines indicating interest in su-
pervisory positions held may have dissuaded som in nonsupervisory
positions from answering the questionnaire.) Seventeen members reported
backgrounds with formal training in the trade which was almost certainly
not of the union apprenticeship variety, and 37 reported little or, in most
cases, no formal training in the trade (see Table 9).

Although the high percentage of apprenticeship-trained members indi-
cates that this sample is not representative of the union as a whole, much
information can still be gleaned from the replies to the questionnaire. For
example, 32 out of 84 apprenticeship graduates, or 38%, were supervisors
( general managers, superintendents, and foremen); six, or 35%, of those

Table 9
POSITIONS HELD BY JOURNEYMAN UNION MEMBERS,
BY TYPE OF TRAINING:
SHEET METAL WORKERS LOCAL 85, ATLANTA, 1971

Supervisors

Superintendents . .
d Fogg e

Source of Training munagers) Foremen Jourmeymen Other® Total of Total
Union apprenticeship
programs 7 25 19 3 51 38.1%
Other formal
training © ® | 5 S } 17 39.3%
No formal
training ] T 26 4 37 21.6%
Totals 9 37 82 9 138  33.3%

® Includes union business managers and apprenticeship coordinators, mechanics working
outside union jurisdiction, self-employed, unemployed, and retired.

i Uli--lht‘-jn}a training, vocational schools, d.'i}rl'l'H!‘lmhlt‘m*f' schools, and military training.

Source: Atlanta Sheet Metal Workers Local 85 survev.
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vith tormal training other than apprenticeship were supervisors; but only
vght, or 22%, of those with no formal tI'uiliiIUi_[ wWere in :-;11111_‘1‘1'!i5'.:r}' I".Ii}h'i-
lable 9 demonstrates the superiority of formal training programs as
reparation tor supervisory work, but it does not indicate any clear ad-
antage for apprenticeship as a training background.

Tables 10 and 11, however, show that apprenticeship is becoming a more

ind more important source of both jnllx'lu-}'Izlu't and SUpervisors. Table 11.

n particular, shows that while five of the seven supervisors with no formal
trainir lid source of training) and all six supervisors
ith for o other t through apprenticeship entered the trade
(). 25 ol rvisors who L‘f;r!‘sll}lt"tl‘l] ;IITJ‘H'I'I]til._.'l':iili-[}.“ﬁ en
ered the trad f pears that while l'tlllglﬂj the same percent-
ge of apy | s and members with other formal training
'a.;!' e advans ! remen and r';npm-riut{*m]vnik. the apprentice-
ship graduat LV ne so after spending much less time in the trade.

[his finding reinforces our previous conclusion that apprenticeship not only
 a superior training ground, but in many cases offers a shorter route to

supervisory status

Table 10
DATES OF ENTRY INTO THE UNION
BY TYPE OF TRAININGC:
SHEET METAL WORKERS LOCAL 85, ATLANTA, 1971

source of Training Before 1940 1940-1949 1950-1959 1960-Present Total
\pprenticeship ] 18 a3 32 54
Other formal training 6 9 ] ] T
No formal training 10 14 4 8 38
Totals 17 41 38 4] 137a

* Not all respondents supplied their dates of entry into the union
Source: Atlanta Sheet Metal Workers Local 85 survev.

Table 11

DATES OF ENTRY INTO THE UNION
BY SUPERVISORS, BY TYPE OF TRAINING:
SHEET METAL WORKERS LOCAL 85, ATLANTA, 1971

Source of Training Before 1940 1940-1949 1950-1959 1960-Present Total
"I,.}-E'r"i‘f'i'_!i_- =1IIE£'= i) T 15 10) 32
Other formal training 2 4 () 0 6
No formal training 2 3 | ] 7
J(J"i}-. | 14 16 11 45

ource: Atlanta Sheet hf!"f:'t] ‘s'i"u.arkvr!« l.t’!L';tI 85 SUrvey.
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Coneclustons and fm,rrﬂ'-'- ations tor Minority Adnusst , atldin
Trades Unions

['his study is the first to measure objectively the relative worth of ap-
prenticeship and nonapprenticeship sources of training in the construction
industry. Although, because of methodological « nluu]tu s inherent in this
type of study, one cannot say LUIIL[IIH]\«L]} that .tm}rt*nt!u'ﬂ}‘np offers the
better preparation for a craftsman in the construction labor market, there
is a large weight of evidence in agreement with this hy pothesis. In practi-
cally every union studied, apprenticeship graduates worked more, on the
average, than did other journeymen, indicating that the broader training
received in apprenticeship enables the mechanic to perform a wider variety
of tasks than his counterpart who has not graduated from apprenticeship.
Second, in the majority of unions studied, appreuticeship graduates proved
to be more heavily represented in the supervisory ranks than in the mem-
bership as a whole, indicating that apprenticeship  1ined journeymen are
more likely to advance into supervisory positions than are persons without
apprenticeship training,

Implications for increased minority participation in the construction
industry

In view of the advantages that an apprenticeship-trained craftsman ap-
pears to have, public policy should continue to aim at increasing apprentice-
ship opportunities as the most useful means of entry and upgrading for
minority groups within the construction industry. When measured by the
standards of regularity of employment, stability of earnings, and advance-
ment into supervisory positions, the npprt:nticeship system is the most de-
sirable method of entry for minorities in the long run.

Nationally, significant gains have been made in minority representation
in construction apprentueahlp classes since 1960, when (mh 2.2% of ap-
prentices were members of minorities.? By the end of 1968, minorities com-
prised 7.2% of all construction apprentices, while at the end of 1972, 15.1%
of apprentices were minorities.!® Apprenticeship outreach programs of the
type developed by the Workers Defense League in New York in 1964
are largely responsible for this success. Support for these programs should
be continued. However, since apprenticeship outreach programs seem to
vary in effectiveness from place to place and by type of sponsor, a review
of the effectiveness of all outreach programs on a continuing basis would
be very useful.

9 Ray Marshall and Vernon M. Briggs, Jr.. The Negro and Apprenticeship ( Balimore:
Johns Hopkins Press, 1967 ), 28.

10 U.S. Department of Labor, Office of Information, News Release No. 73-206 (May
27, 1973). These data refer only to apprentices in programs serviced by the U.S. Bureau
of Apprenticeship and Training,.
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Despite progress with ;Lpprvntiu!bhip classes, the racial composition of
the general membership of construction unions—particularly the mechanical
trades—has changed very little.1! If substantial progress is to be made in
improving minority participation in the general membership of construction
unions in the 1970s, all of the routes which have been open to white work-
ers should be opened to minorities. This paper and other studies have
shown that although there is some variation by trade, the majority of white
journeymen have entered the unions without serving apprenticeships. On

the basis of equity al ould argue that such routes should be open
to nonw!|

In response to sucl nts, some union officials counter that t]u:}
have bee: “close the back door” to union membership
and bring ryo: apprenticeship—which offers a better entry
route, St thi : express fear that their unions will be inun-
tdated with incomp onwhite craftsmen. Many also claim that the ap-
prenticeship system will be undermined.

Some union concerns in this issue are legitimate and realistic and should
be recognized; others are not and should be disregarded. Since apprentice-
ship training provides a fine preparation for the construction worker, it
would be useful to extend its benefits to a greater proportion of skilled
crattsmen. To the extent that apprenticeship is expanding, extension of
benefits is a good thing. However, it is almost certainly true that for some
of the union spokesmen, hearty endorsement of apprenticeship as an entry
method is motivated in part by a desire to close nonapprenticeship routes
to minorities. Moreover. nonapprenticeship entry routes are unlikely to be
abandoned altogether. Although apprenticeship provides training for the
core of broadly skilled workers, there is also a need for specialists. In addi-
tion, the direct admission route plays an important role in union organiza-
tion efforts—both in unionization of open shops and in absorption of poten-
tially competing skilled individuals.

Second, it would be unwise to increase union membership only to expand
the ranks of unemployed Journeymen sitting on the bench. This could hap-
pen if the unions were inundated with qualified nonwhite journeyman ap-
plicants. However, the numbers of minority craftsmen ready, willing, and
able to join building trades unions are vastly overestimated. Thus general
inundation of the trades is an unfounded fear. Nevertheless. at times in
certain labor markets. the employment outlook is so bleak that it would be
unwise to admit any new members.

Third, it would be foolish to force the building trades unions to accept
incompetent workers into their membership. High quality u'aft.snlruﬂhip

11 See Herbert Hammerman, “Minorities in Construction Referral Unions—Revisited ”

Monthly Labor Review, 96:5 (May, 1973), 43-46.
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should not be sacrificed in the interest of speedy integration. No one gains

from slipshod training or poor workmanship, for the former fails to provide

real employability and the latter increases both costs and physical danger
The use by unions of valid tests and standards which are relevant to the
job in order to screen candidates for journeyman status is c rtainly justified.

Finally, the apprenticeship system should not be undermined. It would
be ditficult to prove, however, that apprenticeship is now suddenly being
undermined IJ_\' nonwhite ;tpp]icdnts for direct admission when such largr
proportions of white union workers have entered the trades in this manner
tor years.

To summarize, union arguments to shut off nulu’n.ppt*mtticeship entry
routes to minorities are not persuasive. Qualified minority craftsmen should
be able to join building trades unions just as the current white member-
ship of those unions has. Of course, all journeymen who come through non-
apprenticeship routes are likely to have inferior or narrower training com-
pared to apprenticeship graduates. Thus efforts should be made to encour-
age these workers to enroll in journeyman upgrading classes so they can
improve and broaden their skills.

In conclusion, much can be done to open up the traditional apprentice-
ship and nonapprenticeship routes to membership in building trades unions.
First, each trade could establish at the national level a tripartite selections
board, composed of representatives from the union, contractors, and the
public, to establish the criteria for journeyman and apprenticeship qualifi-
cations for that trade. These criteria might not be uniform in all areas,
since labor market conditions vary from place to place, but the range of
permissible variation would be set by the national board, which would
also act as an appeals tribunal for individuals who felt unjustly treated by
local selection procedures.

Second, it will be necessary to disseminate information on apprentice-
ship and nonapprenticeship entry standards in the minority community.
Third, to translate this information into minority recruits, journeyman out-
reach programs should be developed and added to apprenticeship outreach
efforts in order to inform ininority journeymen about possible union entry
routes and to assist such journeymen in preparing for tests and interviews.
obtaining letters of recommendation from contractors, obtaining loans to
assist in paying high initiation fees, and the like.

Fourth, union locals, as a good faith effort, should involve minorities at
every stage in the selection process, both for journeymen, minority journey-
men, and apprentices, In cases where executive boards interview prospec-
tive journeymen, minority journeymen should sit on the executive boards.
[n situations where local examining committees supervise and grade jour-
neyman examinations, minority journeymen should comprise part of the ex-
amining committees. Nonwhites should be represented on joint appren-
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LABOR IN CONSTRUCTION: RECENT
RESEARCH AND POPULAR WISDOM

Howard . Foster

In recent years, labor markets and labor relations in the construction in-
dustry have been in the foretront of public debate with respect to a variety
of social and economic ills. The industry is said to be stifled by craft unions
which impede etticiency by imposing restrictive work practices, extort out-
sized wage gains from employers and consumers alike in the process of
pricing the single-family home out of the reach of the average would-be
buyer, enforce these wages through a network of i ‘tions on the hiring
process and training activities, and purposefully exclude blacks and other
minorities from competitive purticiputinn in the job market. These indict-
ments are found in both popular periodicals and (to a lesser extent) in
scholarly journals; even those accounts which, on their faces, chronicle the
abuses and failings of the labor market in general often seek most of their
specific illustrations in the building trades.

The construction unions have been placed on the detensive, and in their
defensiveness they have reacted with hyperbole much like that of their
critics. In the face of the charge that racial discrimination is pervasive,
union spokesmen are reluctant to admit that it exists at all. Arguments
which could plausibly support greater-than-usual wage increases are ad-
vanced to justify increases of stunning proportions. The myths of the prose-
cution are matched by the myths of the defense, and, in the process, popu-
lar understanding of the issues and their roots is obscured.

This obfuscation is especially dismaying in light of the increasing amount
of dispassionate and carefully documented research which has been under-
taken in the past few years. Construction has attracted an impressive aca-
demic following, and though there is still a long way to go, the recent litera-
ture contains some real advances in unraveling the intricacies of this com-
plex industry. Unfortunately, as in any field. the dissemination of knowl-
edge is frequently a more deliberate process than its creation.

The purpose of this paper, therefore, is to explore some of these notions
ahout construction labor in the context of salient research findings. As with
any set of controversial subjects, we shall see that there is some merit on
both sides. But perhaps most important, it should become clear that bias,
hyperbole, and sweeping rhetoric based on nonexistent or anecdotal evi-
dence are no substitutes for balanced and methodical analysis.
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zations, and there are many exceptions. Home building )1 arge cities
is all union: in others. all nonunion. Some of the giants of the industry are
unorganized. Moreover, it is not uncommon in some areas to have certain
contractors (e.g., masonry, electrical, ete.) strongly unionized and others

(e.g., general contractors) predominantly nonunion, with union and non-
union workers side by side on a project. Still, since there is a substantial
amount of contractor H['wum]izutifnl and hence limited intersector compe-
tition. effective union control can be maintained in one branch of the in-
dustry, though another operates primarily on a nonunion basis. This control
should not be exaggerated, however, for entry by new firms is relatively
easy technologically and economically. Recent statements h_'«.-' some national
anion leaders suggest that the competitive threat of the nonunion sector is
not taken Lightl_\,'.

Finally, it is not always appreciated that the building trades unions are
among the most decentralized in the country. Most agreements are negoti-
ated locally with little or no effective input or influence from national head-
quarters. The substance of these agreements—and, more important, actual
practice under them—varies appreciably from area to area even within a
siven craft. In short, construction unions do not constitute a monolith, and
virtually any sweeping statement about the “building trades” is likely to be
inaccurate with respect to some of their constituent parts.

Work Rules and Productivity

The rate of technological improvements and gains in worker productivity
in construction is commonly thought to lag behind those in other industries.
with union-erected barriers to efficient operations as a major culprit. There
are, of course, specific examples of resistance to new techniques and the
imposition of work rules which artificially inflate man-hour requirements
on a given project. The efforts by some locals of the Painters Union to pro-
hibit use of the spray gun and the provision in some Operating Engineers’
agreements for workers to attend pumps and other automatic machinery are
among the more conspicuous cases in point. The danger arises, however.
when individual practices are assumed to prevail throughout the industr
and to result in a system:ltic reduction in prﬂductiw capacity.

Scholarly research on this subject has taken a variety of approaches, but
the results have invariably suggested that the popular image seriously un-
derstates the productivity experience in construction and overstates the
extent and effect of institutional impediments to efficiency. In the early
1950s. William Haber and Harold Levinson conducted a comprehensive
survev of construction labor practices in 16 cities, with input from both
labor and management spokesmen. The authors investigated such matters
as policies toward the introduction of new techniques and materials, work

106

15




P —




\reregate measures of productivity change in truc e difficult
L) f.}.:‘\ 1SC, nr‘.%fll'_: !:Ll"_‘:i‘]'m Lo t]u absence ot a r liab [T i lex. | P’rices,
of course, are t!j:'lll\l']\'{"ﬁ .l”l'i'lt ]. ]1\. 111'11'.]11-. tivity. 1) _ C. Dacy hllh

deve Tn:p-.e.l a simultaneous equations model which addresses this I:-rnl_}h'm.T

he results of the model for the Iﬁt‘ri'*tl of 1947-1963 show a }.{';Lr]}' pro-
ductivity advance of about 3%, I'Hil*ﬂl!_\. consistent with the t'{-nnum}'-widr
r.".l}f'{'ii'fli't' Other studies based on aggregate data have 11!’!‘&11“'1'{1 Simﬂ-‘.}.l'
findings.®

There has been, to my knowledge, only one attempt to measure changes
in physical productivity directly. Sara Behman, using building permit rec-
ords for Alameda County, California, made detailed estimates of labor re-
quirements for a "r}'pitul" house in 1930 and in 1965.2 For both years, the
number of labor hours used for the various operations was derived from
estimator’s handbooks. The results are expressed in terms of 1.000 square
feet of living space to account for the larger averag e of new homes in
the later year. Behman calculated that over this 35-year period, labor pro-
ductivity rose by 3.2% per year, a finding largely consistent with those of
the aggregate studies. The number of on-site man-hours (excluding plumb-
ers, electricians, and painters) per 1,000 square feet fell from 837 in 1930
to 283 in 1965. It is worth noting, moreover, that residential construction
in Alameda County is heavily unionized.

In summary, virtually all systematic studies of productivity in construc-
tion appear to belie the notion that the industry is technologically neolithic.
Though all the inquiries discussed here have methodological and concep-
tual limitations, the consistency of their findings is in itself noteworthy.
This consistency should at least give pause to those who are prepared to
issue general and unqualified indictments.

Exclusionary Practices

The issue of racial discrimination by certain building trades unions has
focused much public attention on the ways in which workers gain access to
iobs in the construction industry. Racial restrictions, however, are only part
of the broader question of the degree to which the supply of labor is regu-
lated by unions—tor whatever reason and at whoever's ux[wnsv—-mtlwr than
by the interplay of market forces. An article of faith in many quarters is
the exercise by unions of a “stranglehold” on labor supply, involving singly

7 Douglas C. Dacy, “Productivity and Price Trends in Construction Since 1947." Re-
view of Economics and Statistics, 17 ( November, 1965 ).

8 See Peter |. Cassimatis, Economics of the Construction Industry ( New York: National
Industrial Conference Board. 1969), Ch, 6.

9 Sara Behman, “On-Site Labor Productivity in Home Building.” Industrial Relations,

11 ( October, 1972).
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- [ i
Despite | widespread :rw;r-:’.: noton 1 Uls have s

1 | as an instrument ot job ' i s been H‘:l’l'?nf"- K
t nincal cstigal | tl hirng | | practice Al-
building trad N .‘.'r.«ﬂffﬂ:t]u.l i
ob-rederral service for both their members and contractors, it does not fol-
low that this service itself constituted ¢ ) for regulating the hiring
DIrOCY Philip Ross, in a recent s duable st 1 rigins of the hiring
hall 1in construction takes pains to di tngu | ' d oservice trom a svs- .
tem of control
A\ unon hannge hall a unnon-adminstered job-reterra vstem whose reterrals
1oy advantages over all other inla .xlil‘-'.;- ants : [‘n‘-']h.-tt 1S r,"ﬁt“fiti.l] to all hLl‘lIl'E
halls as defined here 15 employer agreement or acquiescence in according job
preference; it is both historically inaccurate and analytic ally useless to call union
referral services “hu ny halls”™ where there is no ! ence. ! |

Prior to the enactment of the Taltt-Hartley Act in 1947, there were few
nstances in which employers were rrcfn:n'd to utilize union facilities when
eeking new workers. Control over hiring was exerted, not through a hiring
hall, but through the closed shop, which was enforced at the job site by
union stewards and business agents. “Elni_ﬂﬂ}'l‘r\ were free to hire whom
they wished, just as long as they were members of the union.™** Union
members were free to seek work on their own, and those who did utilize
the union hall for information as to job opportunities had no contractural
or practical advantage over those who applied directly at the site.

Since 1947, however, the use and application of the hiring hall, as de-
fined by Ross, has expanded. With the outlawing of the closed shop by
Taft-Hartley, and a later ill-fated attack on discriminatory hiring pro-
cedures by the National Labor Relations Board, the unions began to adopt
formal hiring hall arrangements. In some cases, the formal changes did
nothing to alter actual practice based on the closed shop. In others, there
were elaborate rules establishing priority preferences in union referrals,
based on previous employ:ment, years of experience, local residence, and
demonstrated tluulilirﬂli:ms.” At the prt‘suut time, however, there is little
t"rnpiritr;ll evidence as to how the formal arrangements operate in prachce
As Ross concludes, )

i

It 1s difficult to classify these exclusive hiriuf halls because the imposition of
formal procedures upon a wide variety of local practices has produ situations

11 Philip Ross, "Origin of the MHiring Hall in Construction,” Industrial Relations, 11

( October, 18972 ), 3064, ]
12 [hid., 368, |
13 These priorities are explicitly sanctioned in section 8(0 of the Taft-Hartley Act

under the 1959 amendments.
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here the formal hiring procedure exists next to a shadow system of job alloca-
tion which may or may not correspond to the written rules . . . . The most that
ve can say 1s t}ldl the if_" gree ”t f_*]}t(JI’L(_I]]I nt of thr‘ written ll_l_lt:b L]f‘pf_"l]d‘a Fl[l-

marily :::. m the degree of member unemployment and the inclination of union

eaders to ¢ kmut the internal political opportunities offered by the hiring hall.

On the surtace, all hiring halls conform to the legal ru[mrumni forbidding dn.-

rimination against nonmembers: however. anv conflict between lnrm'r hall rules
ind the attainment of union goals is 1||u1mlnlt. resolved in favor of the latter.14

T the employer’s standpoint, an important teature of the hiring ar-
N | '- | st operate is the degree of latitude he may
What little information there is suggests that

practs Irv gre:t raft to craft and from area to area. On the
by the U.S. Department of Labor attests to

his | ved the formal hiring procedures specified in
rreement verin rkers or more—291 contracts in all. Of these
LT | vided for “exclusive” work referrals. meaning
iat the employer is required to use the union hall as the sole source of
vorkers: 98 others were “nonexclusive” in that employers were allowed to

hire from other sources:; and 61 had no referral provisions at all. Exclusive
reterral systems were most common among electricians. -:apvrating_{ tng___{i-
neers, and plumbers; they were least common among bricklayers, carpen-
ters, ironworkers, painters, and teamsters. Of 82 exclusive systems selected
further analysis, most provided explicitly for nondiscriminatory refer-
s and the employer’s right to reject applicants, and 51 of them Hp(flfif‘r!
a procedure by uim h workers were to be dispatched (mostly on the basis
of date of registration, qualified, however, by a priority schedule as noted
above ). There were substantial variations in both procedures and priority
classifications among the several systems.

A som “'I'.;tt earlier study in California by Gordon W. Bertram also found
t formal hiring arrangements.16 One agreement allowed the con-
tractor to hx pass the hall whenever he was ]:mntf in his own local district.
In most other agreements, the contractor had the 11;;_\11t to request a specific
worker from the hall, although the extent to which this request would be
honored depended in varying ways on certain eligibility standards (e.g.,
residency, employment experience in the area) to be applied to the worker
in question. Bertram's analysis concluded that, on the whole, hiring prac-
tices did conform to the procedures set forth in union agreements.

14 Ross, op. cit., 378-379.

15 U.S. Department of Labor L:ll_mr—M:lm];_:r"nu:ut Service Administration, Exclusive
Union Work Referral Systems in the Building Trades (Washington, D.C.: Government
Printing Oftice, 1970).

18 Gordon W. Bertram, Consolidated Bargaining in California Construction, Mon-
ograph Series No. 12 (Los Angeles: University of California, Institute of Industrial

Relations, 1966), Ch. 6.
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Despite their variation, “exclusive” hiring hall arrangements frequently
low the lmp]m'c'r some flexibility in his hirine decision In many in-
stances ]u' 15 fI‘L'#' to I'{'hil‘!' ‘a'u'ul*]-{arw u‘]‘.nru In ' "liﬁ‘l HT 11 i’.::i;- r} ist, to }111':

a certain number of “key” emplovees without using the hall, to specify a
need for a worker with certain qualifications, and to reject ._t_pphumts he
does not deem suitable. At the same time, the formal distincon between
exclusive and nonexclusive hiring halls can be a misleading one. One criti-
cal responsibility of a local union is to preserve work for its members.
When demand is slack, employers will be under pressure to hire local
members regardless of contractual language and will frequently solicit
workers “voluntarily” through the union rather than hire nonmembers or
members of other locals. When jobs are plentiful, an exclusive hiring sys-
tem may not be rigidly enforced by the union; members may be allowed to
seek work on their own regardless of their position on the registration list.
and employers may be free to hire nonmembers.

In any event, the hiring hall does constitute a limitation on the em-
ployer’s freedom to hire whom he pleases. As Bertram observed, “the em-
ployment referral standards . . . represent a compromise between contractor
and union interests.”!7 Nevertheless, one should keep in mind that a union
referral service provides some assurance that workers will be available
when needed, or at the least that available workers will not remain unem-
ployed for long for want of information as to job opportunities. Whether
this advantage is worth the price of some rigidity in hirings is a debatable
question, though it is worth noting that the most virulent criticisms of
hiring halls do not generally come from employer spokesmen. Emplovers
seldom complain of the ultimate inefficiency in this context—that they are
forced to hire a mediocre worker while a much better one remains unem-
ployed. In short, the hiring hall is a response not only to the internal po-
litical exigencies of the union but also to the special character of the con-
struction labor market.

Moreover, it is important to understand that rigidity in hiring is to some
extent balanced by an extraordinary (for union firms) flexibility in firing.
By and large, contractors are free to dismiss workers whenever they desire
without rcgqrd to seniority or any other criterion. Except for dlsmplumn
dismissals, unions do not challengf- the choice of an employer as to whom to
retain and whom to let go. The employer is also the sole judge of whether
a worker’s performance is satisfactory, unlike many other union situations
in which such decisions frequently pﬁ]l‘l)l\{.‘ formal grievances.

17 Bertram, op. cit., 92.

18 U.S. Department of Labor, Labor-Management Services Administration, Admission
and Apprenticeship in the Building Trades Unions (Washington. D.C.: Government
Printing Office, 1971).
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mallest: and carpentes ironworkers, and bricklave vhere in be- | pe
rwaeen 5 A

Nevertheless, only v fraction of construction worke 11 U .13_"‘5_':““&;:'.1&‘ mr

receive formal training through m;znut-.-.ul.';t For example, one Bureau of e

1
L.abor Statistics study estimated that in the decade 1965-75 about 41,000 by -

i

5

-'i”IT'r'-H'. ) }-*t v would result Trom 1!5'.111.1‘- Jd1 | e Lirements '.thnm‘.:i h‘l Ie-

cent years appre Nt ‘.1||<!1 programs tor construct y trades have L‘:l‘.’.ltlllﬂtl‘d :
Dbout 20 000 Persons annually, The figure on openings, moreover, takes no st
weount whatsoever of net growth or out-mobility. Of course, the ratio of T
Penings Lo -;l.ufll vted \ppr nthices varies gre atly from craft to urqu but it z| o
. certainly safe to say that uo craft fills all its openings with apprentice- x
trained journeymen. Thus, to the extent that the function of apprenticeship *

15 l]t'IL'I'l\'t.‘Ll as grtu'ralillf_:_ all workers necded by the im]mtr}'_ tht‘ S‘}*ﬁtl‘n‘t
does not perform adequately.

jut this perception would be erroneous. Apprenticeship is not designed
to supply the industry with a full complement of rank-and-tile journeymen.
Not all craftsmen need the extensive training provided by apprenticeship.
Every craft includes tasks which can be learned quickly. The carpenter
who builds forms for conerete does not need to be as skilled as the one who
mstalls wood trim. Many of these functions can be—and indeed are—picked
up by means other than apprenticeship. Thus, while there is certainly a
need for workers with a broad range of skills to assume general supervision
of the work and to handle the more difficult problems and tasks, it is naive
to presume that all workers must have this kind of well-rounded training
Indeed, apprenticeship has traditionally supplied a disproportionate num-
ber of foremen, superintendents, and even contractors to the industry, as
well as the key journeymen who form the basic construction work force |
and who typically receive more hours of employment during the year than |
the average craftsman.?? Unfortunately, there presently is no way to fix ac-
curately the size of this “basic” work foree.

None of these statements are to deny that unions are wary of admitting .
what they consider to be excessive numbers of apprentices into their pro- §
grams. But given the unions’ institutional interest in maintaining the in-
tegrity of their crafts,® the argument that they pmpmaly try to create and
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21 Allan F. Salt, “Estimated Need for Skilled Waorkers, 1965-1975," Monthly Labor
Review, 89 ( April, 1966), 368, R

22 For the latest evidence on this point, see William S, Frank
Traditional Routes of Entry into Selected Construction Unions™
University of Texas at Austin, 1972). See also the paper by Fran
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in this volume,

23 Mills notes that the unions’ “concern about the ldﬂﬂ . _ L
ceflects the importance to each union of controlling the w in it -; :
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t This discussion also bears on the question ol whether .11u;}rrnti1-* numbers are
limited by the length of the program. See, for example, Alex Maurizi, “Minority Mem-
bers] ip in Apprenticeship Frcl-:_’r..z!:r. in the Construction Trades.” Industrial and Labor
Relations Review, 25:2 '_[-H-'!-ll"'- 1972 ). uite aside from the fm.‘r*ly‘ technical (and
debatable juestion of how long it should take to learn a '[l.1F'1in'1|]:ll' trade. 1 do not S
how shortenir ¢ the programs will increase the total number of trainees. The f-.r:} (ques-
tion would still be the number admitted each year, and if this number is based on future
i‘-ir[rgfr' ment prospects, it is not clear that T}ul'-ifl.‘{'l"wiﬁli*é would be any different irre spec-
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manpower needs of the construction industry is limited by the unavailabil-
ity or nonuse ot reliable indicators of future demands. as well as by the
lack of corr -1]'11.-1”]:11.1- hetween « '“I"I"“ r interests and industrv interests.

;\“t‘tnlﬂn to) i'lllr{ il HL[ll\TIﬁJT l'£'|.rTlHH-i11}} En't'-.\.'q.T' raI‘li‘!*H[[H t].ljll'll_}{‘r‘i 11
the several cratts and various national economic indicators have not been
fruitful®® (althoueh the national conomy is not in any event the appropri-
ate gauge in a process which is based on local decision-making in local
markets ). Without the development and dissemination of auphisticutm]
planming guides, long-term labor force adjustments | robably will continue
to rely heavily on other avenues of skill acquisition.”® And since most other
forms of training are not under the direct control of the unions, one may
legitimately question how union regulation of apprentice numbers serves
artiticially to limit the supply of labor.

Minorities and construction

There is no dearth of horror stories about failures of highly qualified
black craftsmen to gain entrance to one or another of the building trades
unions. Nor is there a lack of data demonstrating the gross underrepresen-
tation of minorities in many of the trades. But the reasons for the small
numbers are not solely related to overt discrimination, though such dis-
crimination is certainly an element. The public attention given to the con-
struction crafts would lead one to believe that blacks fare better within
skilled occupations in other industries. Such a case is hard to make, and it
is becoming harder in each passing year. As Mills has convincingly shown.
“The racial unbalance in the building trades is neither greater nor less than
in most other skilled crafts, and it is considerably less serious than in higher-
status white-collar occupations.”?

The argument that racial imbalance is a function not only of factors on
the demand side, but also of educational deficiencies among potential ap-
plicants, has been made more than once. In their oft-quoted study The
Negro in Apprenticeship, Marshall and Briggs stressed the need for more
vocational counseling and preparation for entrance to apprenticeship pro-
grams, in order to enable disadvantaged minorities to compete more ef-
fectively as applicants.?® The efficacy of this approach has been demon-
strated by the success of the Workers Defense League in helping blacks
get into the programs.®® Again, it is too easy for these observations to be

25 See especially Mills, op. cit., 223-230.

26 These avenues are discussed in Howard G. Foster, “Nonapprentice Sources of
Training in Construction,” Monthly Labor Review, 93 ( February, 1970).

27 Mills, op. cit., 148,

=8 F. Ray Marshall and Vernon M. Briggs, Jr.. The Negro and Apprenticeship (Balti-

more: Johns Hopkins Press, 1967 ).
29 See Edward C. Pinkus, “The Workers Defense League.” in Programs to Employ
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with concomitant manpower shortages in the highly organized and price-
inelastic sectors of the industry, especially in the highly industrialized areas
of the midwest; generally favorable conditions in the rest of the economy,

which resulted in a significant drain-off of manpower available to supple-
ment the existing construction work force; and the decentralized bargain-
ing structure of the industry, which allowed and encouraged a leapfrogging
of wages across crafts and localities.

Although Mills” analysis is a welcome tonic to the devil theories often
advanced by popular commentators, there remain a number of vexing ques-
tions. In the first place, compositional changes in demand are not unique
to the 1960s or to the construction industry. Moreover, the question of why
tight labor markets elsewhere should divert manpower from construction
when construction wages were much higher to begin with is not clear.
Finally, even it some settlements were consistent with expansionary eco-
nomic conditions, the very fact that those increases were duplicated in
other sectors and areas with less buoyant demand is itself a retlection of
some nonmarket force. Although Mills is persuasive in arguing the lack
of concrete evidence attesting to growing union power, the economic and
structural factors he cites do not seem sufficient to explain settlements pro-
viding for annual increases reaching 20% by the time controls were im-
posed.

In fairness, attacking any explanation of a complex phenomenon is much
easier than offering alternatives, and Mills has performed a real service in
demonstrating how a confluence of events can initiate a wage spiral. Mani-
festly, union power alone does not explain the developments of 1967-71:
otherwise how does one account for the relatively moderate increases
through 1966? But collective bargaining in construction does seem to im-
pose an expansionary bias on wage movements. Moreover, to the extent
that there is an interaction effect which goes beyond the sum of market and
power factors, so that union power itself is exploited more aggressively dur-
ing an economic expansion (and as a corollary is underexploited during
periods of stability), the mechanics and causes of this effect remain ob-
scure.

The causes of the secular growth of the differential between wages in
construction and those in other industries are likewise imperfectly under-
stood. The relative importance of market conditions and institutional (un-
ion) power in construction, as elsewhere, will probably never be definitely
resolved. At the same time, there is evidence that some of the factors fre-
quently adduced by union leaders do not sufficiently account for wage
movements in construction in the past 25 years. Although it is true that such
conditions as the high proportion of skilled workers in construction, the ab-
sence or rarity of certain fringe benefits common in other industries, the
uncertainty of work opportunity, and the general arduousness and hazards

118

o

i |
awac
F

mer

+-.
iy




i building work should be expected, ceteris paribus, to result in highe
i i L

. ol | ' 11 = 5 § . : . ] ’ - . 1 .
vages, it does not tollow that the differences should be as oreat as they ar

Furthermore. even to the extent that these factors constitute disadvan-

i
ages to the construction worker, it is difficult to argue that the disadvan-

izes have been exacerbated over time.?? Although skill mix is difficult to

L
|

neasure precisely, construction skill levels apparently have not grown faster
han those in, say, manufacturing. Moreover, nonwage benefits have been

¥ ] .
TOWINng at a raster pace 1mn construction than elsewhere, and construction
|.'1 | wtape A e eEalrs ] 1 1'.:.|1 el

Eas0n l'_:!l“ ‘»jll-i_'t' ‘\“.'H'IL{ 1l'su'-.-'!'[' h \I"‘t t}ll
o ‘ : ,
Literentia L nd other wages has not only bee Nain
: 1 ] . i | 1 = . r
dinea d | L . teadily {'a't_h:‘:!']:'-[. |l| sNOTL, evel 11 ’[]Ii
actors mention r wacges in construction. thevy do not ex
Mjain the rast reases in the industrv. Finally, the ftrae

| - - .
politaly ©3 ts that there is a substantial wage ditter-
1] 1 I ] : - 4 I. T
ntial betwes ion construction which, if anything, has
'i.ln_1'-| 11 " i3 | o 1 e I’ .-..1! Iif|||l] Waral ;;.:1:.: b i i i1 .._-.l-; Ba&R
( yv i1 L} il | | ‘ | LICELL] | CClill 131y L ULLIOLD Vv il Liih

N 7 L il . = i 1 . [ : o . 1 |
market explanaty he wage patterns described here, particularly in

he absence of concrete indications that union size and power have risen
ommensurat

{ .r'.' (}

| e 1es d L the toregoing pages may | 11 Th (s o
ome readers the | on of whether I have set up a series of soaw men to
i knocked down th unwarranted pomp and circumstane I'l who
I LITi111El] '.‘!r].l| { lHiterature on th ]]!| 1 | (] (Ve litt]
vhat | ?'.L e said

it 1 e tum tedchen 'j 1-:il :] :] i ] L1011 111 Wi | 1) + 1111
arities between those elements of 1'='EHI].H' wisdom I have challenged and
wints commonly raised by students in class discussion. This. at least, ha

ieen my experience. To the extent that students and others rely on news

aper editorials and expressions of “what evervhodv knows” for

A

lerstanding of labor in construction, they ar apt to be misintormed, Svs

3 . - . v I + I
ematic research has made appreciable strides in unraveling the complexi
¥ ¥ - . 1 1 ¥ ¥ -
(es of 1]“ Industn ] relatbons svstem 1in construction. A _'.I.n:.i ':1[ dl INOTE T
pains to be done, but ;'H-rh.i['w. a more important priority is to get what is
i?:.:'!T Lf;rrxﬂij into !}|1- 1n|1113];1r EH':iyilli;

: {.'--' ol -'ig‘_‘n_i':kwull- B [1_|_|_ Se };1,1-5: Ls iiLH'- :_;,l { Foster VWV ao Im L.onstmicbion
xamining the Arguments,” Industrial Relations, 11 (October, 1972)

See Howard G. Foster, “The Labor Market in Nonunion Construction.” Industrial

nd F.abor Relations Review, 26 ( July. 1972




= 1 T
.

fo

L

PHILLIPS CURVES AND THE SECONDARY
LABOR FORCE: THE COSTS OF
UNBALANCED LABOR MARKETS

Allan G. King ¢y
[ntroduction

In his 1960 article, Lipsey! suggested that the aggregate relationship be-
tween unemployment and the rate of change in money wages might use-
fully be regarded as deriving from Phillips relationships existing in micro
labor markets. Relying on this hypothesis and noting the dispersion in un-
employment among labor markets, Lipsey proceeded to rationalize the ellip-
tical path traced out by wage changes and unemployment over the busi-
ness cycle. While the Lipsey hypothesis remained dormant for nearly a
decade, it has recently been revived by economists interested in explaining
the recent inflation in the United States and the apparent worsening of the
unemployment-inflation trade-off.> While these efforts have apparently
been quite successtul, the foundation on which they rest, the micro Phillips
relation, remains largely unexplored.® This paper attempts to estimate
these relations more directly, to provide further evidence of the inflationary
consequences of labor market imbalance or unemployment dispersion, and
to suggest the allocation of unemployment that will minimize inflation.

According to Lipsey, in each labor market there exists a positive rela-
tionship between the level of excess demand and the rate of increase in
wages. In illustrating this argument, he asserts that the relationship is lin-
ear. The assumption of nonlinearity is introduced by identifying the unem-
ployment rate (u) as a proxy for (negative) excess demand, and noting
that these variables are likely to be related nonlinearly. Thus a linear rela-

W

! Richard G. Lipsey, “The Relation Between Unemployment and the Rate of Change
of Money Wage Rates in the United Kingdom, 1862-1957: A Further Analysis,” Eco- | th
nomica, N.S. 27 ( February, 1960). I

2G. C. Archibald. “The Phillips Curve and the Distribution of Unemployment,™ P‘
American Economic Review, 59 (May, 1969), 124-134; R. |. Gordon, “Inflation in
Recession and Recovery,” Brookings Papers on Economic Activity, 1 (1971), 105-158;
and G. L. Perry, "Thf-.Clmnging Structure of Labor Markets,” (1970), 411441, J

3 For an unul':-.’si:»' of the Phillips relationship across cities and industries, see William P. |
Albrecht, Jr., “The Relationship Between Wage Changes and Unemployment in Metro- -1:"'
politan and Industrial Labor Markets.” Yale Economic Essays, 6 (Fall. 1966). 279-341. O
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low ). Since the average rate of wage increase for tl omyv is a weighted
average of the wage increases occurring in each market (the weights being
the traction of the labor force in each market), the economy-wide rate of

wage inflation must be greater than that predicted by the micro Phillips
curve. An exception will occur only when the une 'npfr-ann!lt rate is the
same in each market. Stated difterently, the rate ot wage increase associ-
ated with any average level of um:mpln}xm_-nt i-» minimized when unem-
p]rn_\ ment 1s miu;l.l in both markets (u..n).

t follows from this argument that there are costs associated with unbal-
anced labor markets—the extra wage inflation that results from the dlsper-
SION 111 une mplmme nt rates. Based on this analysis, one might argue that
manpower policies designed to facilitate movement between I‘ILII‘I\L‘th would
be etfective in shifting the Phillips curve in the southwest direction, per-
mitting a lower aggregate rate of unemployment with less inflation.

While these conclusions follow logically from the assumptions made
above, the validity of the assumptions, and theretore of the policy conclu-
sions, has vet to be demonstrated. Furthermore, it is possible that the con-
clusions can be empirically valid yet quantitatively unimportant. That is, a
recommendation that a policy of balance be purﬁucd premised solely on
the inflationary consequences of imbalance, would presumably be based
on a comparison of the costs of the proposed manpower program and the
benefits of reducing intlation by the projected percentage. Thus the theory
could be corroborated and yet policy makers could properly conclude that
the reduction in inflation did not warrant the manpower expenditures.
Moreover, perfect equality in unemployment rates is optimal only under
the assumption that each market is characterized by identical Phillips rela-
tions. If this is not the case, inflation will not be minimized by a policy of
perfect balance.

The following sections treat two aspects of this problem. First, it will be
assumed that identical micro Phillips relations characterize both markets,
and an estimate of the reduction in wage inflation that could be brought
about by a balanced labor market policy will be obtained. Second, the
premise that the dynamics in each market are identical will be tested by

estimating relntiuuships for markets classified by race and sex.

A Priori Considerations

The common equation of the micro labor markets can be inferred from
the aggregate Phillips relation. Consider the following model. The aggre-
gate Phillips equation is frequentl}r specified as

iy LR 5
L) W = I‘ru'f‘l‘l u -i-g’

|
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equation (5 . Historically, white unemployment rates have been around
one-half the une mj loyment rate ;1|;1r=5|'j.ru:.rs‘-.l.'}l"fi s. It wi approximate the
nonwhite fraction of the labor force as being .2, then equation (5) indicates
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of intlation of 4% annuallv. the illl]’]]]t'{i slowdown in th te of intlation is
only 3% per year, assuming wages are rigid downward. Clearly the argu-
ment for balanced labor markets as an anti-inflation policy must run in

terms of variations in the ["hil]iim curve among markets

Let us consider why the wage-unemployment dynamics may vary among
markets. One view has it that secondary labor markets® are likely to adjust
to excess demand through quantity changes rather than wage adjustments.
The implication is that the unemployment-wage inflation trade-off may be
more favorable in these markets, and therefore the cost of imbalance ex-
ceeds our estimate of .3%. This argument runs as follows. In the presence of
excess demand, firms can adjust: by raising wages, in an attempt to bid
labor away from other firms and attract additional workers into the market:
by lowering their hiring standards and accepting a higher proportion of
applicants; or by a combination of these methods. Which mode of adjust-
ment is chosen will generally depend on relative costs. which are likely to
vary among markets.

Because the wage structure prevailing within a firm tends to be rather
rigid, workers often have a strong sense of the “proper” wage differentials,
and therefore the cost of attracting workers by increasing wages is likely
to be quite high. Also, once wages are increased they become rather ditfi-
cult to reduce. Thus firms might be expected to initiate wage increases only
when they become convinced of the “permanent” nature of their increased
demand.

Similarly, lower hiring standards impose costs on the employer. To the
extent that on-the-job training is important and lower hiring standards re-
sult in the employment of less reliable or less productive workers, the em-
ployer can expect lower returns on his investment in his labor force, since
workers are now likely to remain in his employ for shorter periods of time
or produce less while they work. Obviously, if the expected duration of the
increased demand for labor is short, little training is likely to occur, and
the employer need not consider the possibility of incurring a capital loss.

The implication of this discussion is that the manner in which an em-
ployer is likely to adjust to any particular market situation will depend to a
considerable extent on its expected duration. The longer the time perspec-
tive, the smaller do the wage costs appear relative to the costs of increas-
ing employment instability, a probable result of lower hiring standards. On
the other hand, a wage increase that is likely to be permanent in nature is

6 This term derives from the work of P. B. Doeringer and M. J. Piore, Internal Labor
Markets and Manpower Analysis (Lexington: D. C. Heath, 1972). which summarizes
the literature on dual labor markets. As Gordon notes, the secondary labor market refers
to characteristics of jobs rather than workers. The primary market is characterized by
high wages and stability of employment, the secondary market by low wages and un-

stable L‘II‘.[[‘!I{]TIIIUI]L
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- extremely costly way of adjusting to a temporary market imbalance. If

we make the assumption that nnplnur- distinguish ht‘t“tf_‘]l workers hired

to fill permanent ]u!ﬁ and those hired to meet transitory needs, then this

mnalysis implies that the adjustment mechanism in the first market will be

'. H!J.ﬂi?‘. the w age rate, while in the second market wages will remain rela-
vely constant and adjustment will occur through hiring standards.

Hm dichotomy is, in essence. the dual labor market ll:s'l}I.Jtht'Si.“%. The pri-

mary market is characterized by high wages and employment stability; the
cond irket e¢s and high turnover. Noting the propensity of
mplove: reen on the basis of race and sex, we can identify white

males with the | market, and nonwhite males and white and
onwhite femal /it ondary labor market.

Althoueh Doering lore” emphasize the importance of on-the-job
training in explaining t rginal employment status of the latter group,
Rosters and Welch,® while attesting to this marginality, relate it to the
existence of minimum wage laws. In terms of the model estimated in this

paper, the implication of both schools of thought is that excess demand i
likely to cause wages to increase principally in the primary labor market. ]11
& [umh“ markets, wage increases are likely to be less de pendent on the
evel of unemp]m ment.

In contrast to these theoretical expectations, recent empirical evidence

be interpreted to support that contrary view that the inflation-unem-

ployment trade-off is less favorable in secondary markets. For example.
Wachter? re ports that low wage earners experience a relatively greater in-
rease in wages at low levels of unemployment than do more highly paid
workers. Also, the observation that wage structures compress during the
expansionary phase of the business cy cle and the suggestion that this com-
pre ssion occurs at the bottom of the job hierarchy,!? constitute further in-
ferential evidence of a steeply sloping Phillips curve in secondary markets.

With theoretical and empirical considerations supporting each side
this issue, we turn next to the estimates of the micro rtr]utifmship.‘s.

The Data

In estimating the Phillips relation, the dependent variable is usually
specified as the rate of change in average hourly earnings. Unfortunately,

7 Doeringer and Piore, op. cit.

* M. Kosters and F. Welch, “The Effects of Minimum Wages on the Distribution of
Changes in Aggregate Employment,” American Economic Review, 62:3 (June, 1972),

? M. L. Wachter, “Cyclical Variation in the Interindustry Wage Structure,” American
Economic Review, 60:1 ( March, 1970), 75-84.

L0 M. W. Reder, “The Theory of Occupational Wage Differentials,” American Eco-
nomiue ﬂa‘i'-f:“!." rI)E*d.'LfI'E'I]H‘T 1'}:.'_‘; ), 833—8%2
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these data are not available by race or sex. Instead. the dependent variable
used in this study is the annual rate of change in the wage and salary in-
come of full-time workers, available in the P-60 series of the Current Popu-

lation Reports.1]

Clearly the rates of increase in hourly wages and income can differ. The
income series is likely to be much more sensitive to variations in hours of
work—a worker may double his income by working overtime, but this will
not result in a doubling of his average rate of pay. In addition, the wage
and income series may differ because the census re ports incomes of all full-
time workers over 16 years of age, while the establishment data, from which
average hourly earnings are calculated, are restricted to private nonfarm
employment. These differences between the series should be borne in mind
in evaluating the results presented below.

Empirical Findings

Table 1 presents the estimated coefficients obtained in the regression of
the annual rate of change in wage and salary income on the inverse of the
unemployment rate. Separate regressions were estimated for white males.
nonwhite males, white females, and nonwhite females. The validity of the
hypotheses discussed above can be evaluated by examining the estimated

Table 1

THE RELATION BETWEEN UNEMPLOYMENT AND THE RATE OF
INCREASE IN WAGE AND SALARY INCOME: 1956-1967

Group Constant U-1 R2 D.W. ESS
White males 2.29° 8.33° 42 1.29 4.55
(2.86)a (2.70)
Nonwhite males -1.38 08.46° 38 1.76 56.95
(=51) 2.49
White females -2.67 31.88° .56 90 7.19
(-1.51) (3.56)
Nonwhite females ~11.43 169.39° 31 1.42 147.77
(-1.37) 2.14

Sources: Income data: U.S. Bureau of the Census, Current Population Reports, Series
P-60, No. 69, “Income Growth Rates in 1939 to 1968 for Persons by Occupation and
Industry Groups, for the United States,” Tables 15 and 16; Unemployment data: Bureau
of Labor Statistics, Handbook of Labor Statistics 1971, Table 63.

a T values are in parentheses,

® Coefficient is significant at the .05 level.

11 U.S. Bureau of the Census, Current Population Reports, Series P-60, No. 69, “In-
come Growth Rates in 1939 to 1968 for Persons by Occupation and Industry Groups.
for the United States (Washington, D.C.: U.S. Government Printing Office, 1970). Data
for the period 1955-67 were taken from Tables 15 and 16.
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slope coetficients of the four equations. The statistics in Table 1 indicate
that each of these coefficients is significantly different from zero, and that
the smallest slope coefficient appears in the equation for white males—the
primary labor market group. This result implies that at a given level of un-
ernplu; ment, \‘»‘;I‘-_’_{t:'i will increase more 5![1\1‘1}' in this market than in dny Of
the secondary markets.

The results appearing in Table 2 are useful in evaluating the statistical

signiticance of the diff the slopes of the curves estimated for the

primary and lary markets. The test employed is that recommended by
Johnston.!2 Testing eacl econdary groups against white males indi-
cates that in each ins! lope coetficient for white males is signifi-
cantly smaller.

This findine ' | nat a more a-.]uimhl.- distribution of unem-
PIU}'HH_'H" will ino il pressure on prices. This ]'ur_}:’rnvut must be
based on a comparison of relative H]f.'.ll]t"w‘. in the w-u I}].'un_*. at current levels

of unemployment. Because of the nonlinearity of the Phillips curve, the out-
tome of this comparison will depend on the initial distribution of unem-
glf;}-‘mvnt among markets. The slope of the Phillips curve in the ith market,
dw;/du;, is given by a,/u?. If a. denotes the slope coefficient in the
2quation for white males, and u,,, denotes this group's unemployment, then
the condition that must be satisfied to make a redistribution of unemploy-
nent towards white males profitable in terms of inflation fighting is
(6) ajwm/ay > v, . /u for some i.

During the period of observation, the unemployment rate for white males
averaged 4.2%. For white females and nonwhite males and females. unem-
ployment rates were 5.2, 9.5, and 9.8%, respectively. Combining these aver-
ages with the estimated coefficients in Table 1, we find that the above in-
equality is not satisfied by any of the secondary groups. Indeed, if these
results are taken literally, they imply that wage inflation could be reduced
by transferring more unemployment to what we have referred to as secon-
dary labor markets. This policy is not advocated in this paper; the data pre-
sented above merely indicate that a redistribution of unemployment cannot
be justified by an appeal to anti-inflationary policy.

The objection might be raised that the equations specified in Table I
verstate the costs of reducing unemployment in secondary markets. How-
ever, implicit in these equations is the assumption that these markets func-
don independently of each other; that is. there are no spillover effects
among markets. If this is not the case, and the rate of wage increase in each
market depends not only on its own unemployment rate but on the state of
the aggregate labor market as well, then the coefficients reported in Table 1

1271. Johnston, Econometric Methods, 2nd ed. (New York: McGraw-Hill, 1972)
192-207.
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REGRESSIONS OF SECONDARY GROUPS POOLI Wil MALESa
<,
Ip Constant ' Dum I - BAY ESS
White nales 18.75 2.4 | 1.36 14.72
.35 |
mwhite male 27.34 04 10.49 .52 96.91
¥ .29
femal 23.39 02 ' : 1.13 231.47
1.14 -850
SO . 2dme a f-{ff .
*H i'..‘“;"'"r,m. f!l‘::i-f' ’.'_\'." ETTOr SLII ..{ (JLIATres .FI‘I xﬂini-. ':..I-'~ fTom ;:.iIIIr' 1 é'lI'i{! E.':!ijl 15
imilarly defined for the ith secondary group, and ESS_ | is the error sum of squares
from the pooled regressions reported above, then the hypothesis that the slope coefficients
1T i:‘lr.":lt|-' .II !"l'f."n-"-l en o ‘-"'l'["": | :I.'|I'-i- WIIl CeIl ]'«!‘ 1'1--:.3"! !'.t"fti El' T!:" II.""HLIIULH‘I_L: j.'. “'\thT.]‘:t,f[

Ess . . (ESS. + ESS._ )
F(1.20) =—ut e WV,
ESS: + ESS_ 4

1}
For the derivation see Johnston, op. cit. The calculated values of F for the pairings noted

bove are 30.7. 5.08. and 10.30. all of which are Wi:‘..—iﬁf‘:i];! at the .05 level.

b T values are in p;m-nt]um-u.

will be biased upward. Moreover, it is likely that the bias will affect the
secondary labor markets most strongly, since over the business cycle the
variance in unemployment is greatest within these groups.

The validity of this :11'gum(;nt was investigated through the equations re-
ported in Table 3. The coefficient on the own-unemployment term tells us
the effect of lowering the unemployment rate in this market while keeping
the aggregate level of unemployment constant. Unfortunately, the results

Table 3

ESTIMATED PHILLIPS RELATION WHEN ACGRECATE
UNEMPLOYMENT 1S INCLUDED

Group Constant U-1 Agg U-1 R2 D.W.

White males 1.36 -3.03 18.66 45 1.56
(.90)a (-.19) (.72)

Nonwhite males —0.64 ~31.31 70.29 A6 1.69
(-1.24) (-.39) (1.15)

White females = 1 (—-25.03) 49 .57° 82 1.57
(=.13) (=1.50) (3.65)

Nonwhite females ~10.95 82.82 42.03 I8 1.49
(=1.32) (.71) (1.00)

Sources: See Table 1
a T values are in p;il‘f*lll_l'lf'ﬁl“.ﬁ.
* Coefficient is significant at the .05 level.
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t this test are inconclusive, Because of the small number of observations

and the high correlation between the independent variables,!? the coeffi-
cients cannot be estimated accurately. As indicated, onlv one significant co-
etticient appears in the entire table.

Conclusion

The finding that a redistribution of unemployment will have no impact

inflation should b ' ted L';i?l'[!"rli‘iij\'. for it is at variance with a
considerable bo idence, both theoretical and empirical. Em-
sirically, these finding ict the results of Archibald. !4 Perry,'> and
Gordon, ' who 1§ spersion in 11[11-|!|}'Jf+rj.Hn“m contributes sig-
niticantly to flation. Since {liﬁ}';wrniuu 11} 11;lﬁ-rt];'ﬂu}'tllm|t
rates usuall Its | latively greater increase in unemployment
among the s | groups, our tindings would predict a nega-
hve _‘;‘f_':l ’;'--5 Ll irtapnl 111 E-il'fiuril_ I*-'f'l'j-. .iHiI (mrn]mu L'T."Il]llll"s o u't*i_!_{lt['l_‘tl

~ : 1
ll:u*rllpl- viment

e1m 111'-‘._'H"!'.t 11 ”E*' IL!LII'L’!'f er‘ ”1_].[“' e HJ.'.I-“. "Ii'”li![ generate more pres-
I.I / i - -

variable to reflect their assumption that a reduction of un-

sure on wages than would a decline in unemployment among other labor
torce groups. Their results are consistent with this line of reasoning as well.
In related work, Leigh!7 has defined micro labor markets along occupa-

tHonal ]iIlt‘h, F{n_'liwii:'_; on the six 'l.l‘l'"'.lll'l.lti'”h![ ‘_jI"'alI[ﬁ?- Lo t‘u'llii_]l }It‘ lhin]«w

u_-t'_-!mr!‘.ir_*.' WOTKers can .t‘~|JfI'l' in the short run, he reoresses the llllt‘n'l[_‘}lt_:}--
ment rate on the wage rate lagged one period (observations are monthly).
He finds this relationship to be insignificant for five of the six occupational
groups. However, the relevance of this work to the present study may be
discounted because of differences in the :~-l}f‘k'ifii_';|f‘1-1: of the models, 1.L'Ilf;]'t
relates llrlt'rl'llj-}f)}.!_I'H'tlt to the levels of wage i']iLtlij_jt'rm. while the Phi”i[]‘u
equation correlated unemployment with the rate of change in wages. It
would be of interest to learn how Leigh’s data would respond to the Phil-
lips specification.

A bit of evidence in support of our results is the finding that the counter-
clockwise ellipses that Lipsey found traced out by the British data have
been observed to follow a clockwise ['![l”l in the United States. 18 .-"\.!t}]ﬂll.{_{}'l

13 The independent variables in the equation ar highly correlated: the correlation
coetficients are .98, .96, .93. and .73 respectively,

14 C. C. Archibald, op. cit.

L3 G. L. Perry, op. cit.

L6 R. J. Gordon, op. cit.

'7"Duane E. Leigh, “A Short-Run Analysis of the Occupational Structure of Unem-
ployment in the United States.” Journal of Economics and Business 95:1 (Fall, 1972)
12-38.

18 C, C. Holt. et al.. The Unemployment-Inflation Dilemma: A Manpower Solution
Washington: The Urban Institute, 1970),
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EVIDENCE ON THE PHYSICIAN SHORTAGE

\ R | - —_
vi.xl’;u' 1 i‘i.fL:.l;i-l-'

lames R. Jeffer

{ TLJ*'.

T HUill

[if L i ] !]."ni\“ in th{' [l{'“\'l_'r:'- “l. hl'éilt}] care ]lll\-l‘ IH‘I!_'II
WZgravated i the rapidly rising prices ot health care and by
the political bat cr a national health insurance system. Central to any

lebate over the basic causes or ultimate resolution of the crisis in deliven
 the critical role of health manpower. Despite the fact that health man-
power resources have expanded rapidly since 1950 (see Table 1). the Car-

egie Commission Report on Higher Education and the Nation’s Health
'F?"f'.’ﬂ\* {i.
the most seriou '\.htli[;L[-_:jr‘ of prui'maiurit‘tl personnel in any major occupational

roup in the United States is in health services (21. p- 13).

hic certion ahout health manpowaer L:hurl:lt_:f 5. hike so many before A
Table 1
A MENT CROWTH IN SELECTED HEALTH MANPOWER OCCUPATIONS.

1950, 1960, AND PROJECTIONS TO 1970

Percent Percent

1950 1960 1970 Change Change
() ation Total Total Total 50-60 60-70
1.D. ind D.O. 178,709 222 567 298.573 4+ 24.5 4 34.0
ychiatrists a ieurolozist: 2,541 11,185 28,342 +109.5 +-153.5
dentist 68670 86 887 119.191 - 26.5 + 37.0
harn : 84 480 92.233 104,094 + 9.0 + 12.5
gistered nur: 103.470 081,289 Y40 537 - 44.5 + 62.0
nsed practical nurs 134,010 207,966 388765 4+ 550 4+ T1.0
le constructed from sources developed by Irene Butter, “Health Manpower Research:
nquiry, 4 ( December, 1967). G-7.
lhe authors grat tully acknowledge support for this research from contract HSM
10-70-17 awarded to the Health Economics Research Center, The University of Iowa.

However, the views expressed here are the authors’ own and do not reflect those of any
neies of the US. Public Health Service
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shortage at hand.

There is no doubt that the geographic distribution of acti hysiclans
and physicians’ services is uneven or that large segments of American SO-
ciety go without medical care, but the Carnegie gr up’s report of shortages
is linked m;ii:]]_a' to a statement made by Dr. Roger [Loeberg and not in any
empirical way to these arguments (23, p. 7). Dr. Egeberg : id that today
the United States needs about 50,000 more physicians, ~ . couple of hun-
dred thousand more nurses,” and *. . . about 150,000 more technicians™ (9,
p. 713). Accepting the existence of a shortage ob som magnitude, the Came-

gie Commission set out a number of national goals to be achieved by 1980,
such as expanding the functions of university health science centers, de-
veloping and expanding programs for physicians and dentists’ assistants
and associates, accelerating medical and dental school education, integrating
curricula, initiating nine new university health scienc ters, and S0 on
(21, p. 99). 1

The central figure in the delivery of health care always has been the
physician, and he will continue to be the keystone of care. In light ot his
central role in the delivery process, public decision makers have often re-
acted to cries of the existence of a shortage of physicians. What evidence is
there of a past or present aggregate shortage of physicians? Will there be a
future shortage? Is the shortage really just a problem of maldistribution of
physicians geographically or of inappropriate allocation of physician activi-
ties among all allied health personnel? This paper will review the literature
of past and more recent studies of physican shortages and will assemble the
various methodologies and results of completed studies to date. Hopetully
this review will alert decision makers to the wide and sometimes contradic-
tory findings on which they are expected to base their decisions regarding
health manpower.

During the past several years a number of excellent health manpower
studies have been completed. But the Carnegie position on physician short-
ages may have had a relatively greater impact on the public than most of
the other papers. The reader is reminded of Butter's (8) 1967 and Hie-
stand’s (20) 1966 health manpower literature reviews and of Yett's The De-
velopment of a Micro-Simulation Model of Health Manpower Demand and
Supply (56). The latter is an excellent piece of research in its own right and
contains an excellent bibliography of health manpower research items.

What Is Meant by a Health Manpower Shortage?

The health literature contains at least three definitions ot manpower
shortage, and as the definition of “shortage” changes, so does the question

of its existence and/or magnitude. First, and probably most frequently, the
term “shortage” has been used in a normative sense. Here a “shortage” is the
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Imeasure p]mt nt or estimated future gap between the quantity ot health
manpower “needed” and the quantity “supplied,” where ‘need” is based on
some qualitative or quantitative standards which usually are not specified
24; 20, p. 152; 11, pp. 6-22; 6, pp. 8-9). Such a working definition has been
popular with health planners. For example, in 1953 the National Manpower
Council was worried about the shortage of physicians in rural America.
“Shortage,” in this instance, represented the difference between what the

demand for health servic il hence physicians) was, and what the coun-
cil thought it ought 1 1953 (835, p. 233). Today the same question of
shortage might be rephrased to ask whether the geographic distribution of
health manpower was tte and in particular whether physicians
were “properly” allocating | ervices.

Another illustrative ca normative shortage was the 1959 Bane re-
port, fully entitled Ph a Growing America: A Report of the Sur-

seon General's Consultant Group on Medical Education (4). The Bane re-
port projected a shortage of between 11,600 and 17,200 physicians by 1975.
This conclusion was derived from two separate projections. The 1975 supply
projection was based on mortality and retirement data for physicians and on
estimates of the annual output of new graduates. The 1975 requirements
projection was based solely on the 1959 physician-to-population ratio which
was adopted as the standard. Given the projected population for 1975, the
number of physicians “needed” or “required” was determined by applying
the criterion ratio. The difference between projected requirements and sup-
plies was the estimated shortage. The Bane report, like others, assumed that
the 1959 ratio of physicians to population represented a “minimum adequate
standard”; however, it did not establish the basis for determining adequacy.

Still another instance of a projected shortage based upon a normative
judgment was that made by the Surgeon General’s Consultant Group in
Nursing (52). The Surgeon General’s group first considered the growth of
health care institutions that employed nurses, then proceeded to make a
value judgment about the proportion of patient care that must be rendered
by the professional nurse. From these two steps, the Consultant Group
determined the number of professional nurses required by 1970 to provide
“adequate” nursing services in general hospitals. In this case a value judg-
ment was made about the nature of the health services production func-
tion, that is, the bed-nurse ratio required to produce “adequate” nursing
services.

The second definition of the term “shortage” might be thought of as an
cconomist’s redefinition of the need criterion. To an economist, a “labor
shortage” does not mean that additional manpower is “needed” to satisty

me standard or goal. Usually, he would state that a shortage refers to an
excess of demand over supply at a specified price, ceteris paribus (31, pp
332-334). Under perfectly competitive conditions, if a “shortage” existed,
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would automatically work itself out through time via adjustments in prices
(24; 20, p. 153; 16, p. 104). It is possible, however, that such a “shortage”
could exist even over the distant horizon if monopsonistic pressures or other
market imperfections prevented wages from rising (24: 20, pp. 153-154; 55).

With the competitive case in mind, Elton Rayack analyzed the market
tor physicians’ services (44). In his study, Rayack used relative earnings
data for different times as an index of physician shortages. Following Blank
and Stigler’s (5) methodology, he operationalized the Marshallian defini-
tion of a “shortage™ in the following way:

. a sh:}rlagﬂ exists when the quantity of ph}-'siuuux' services 51.1pplied increases
less rapidly than the quantity demanded at incomes received by physicians in the
recent past. Under such conditions, the incomes of physicians relative to the in-
comes of others will tend to rise. As the relative income of physicians rises, there
will be attempts to substitute less costly services for the services of physicians
(44, p. 222).

The case of a monopsonistic or oligopsonistic buyer of nursing services
might be a good illustration of the above-mentioned market imperfections.
In this instance, a shortage could persist over time if local hospitals com-
bined to hold wages at some predetermined lcvel and thus prevented the
market from clearing via automatic wage adjustments (55, p. 91). But, of
course, market imperfection could also exist with respect to entry into an
occupation. However, a point we will make at the end of this section is that
barriers to entry should not prevent the market from clearing in the above-
used Marshallian sense. To account for market imperfections other than
barriers to entry, such as a lag in the adjustment of supply and price to
steady upward shifts in the demand schedule over time, Arrow and Capron
have introduced the idea of a “dynamic shortage” (3). The Arrow-Capron
definition of a labor shortage has not been applied to physician markets;
however, it has been used to analyze shortages in nursing labor markets
(55). This shortage is dynamic in two respects: it recognizes that there will
be time lags in both the employer’s and the worker’s responses to shifts in
demand or supply; and it is adaptable to the situation in which the demand
for labor is continuously increasing over time.

The third way in which the term “shortage” has been used is to indicate
a situation in which human resources are not optimally allocated among
various occupations. Friedman and Kuznets popularized this definition (12)
when comparing earnings between physicians and dentists after taking ac-
count of differences in the total costs of education between the two occu-
pations. They computed the present discounted value of the income stream
minus the present discounted value of the cost of education stream for
physicians and dentists and discovered that the net present value of the
former exceeded the latter. The authors concluded. therefore. that a short-

134




N

age ol l}h} sicians existed vis a vis dentists and that its [)L'hiatruc:; arose
from the difficulty of entry into medicine, a phenomenon resulting in a mis-
allocation of resources between the two occupations. In the absence of
barriers to entry into medicine, Friedman and Kuznets believed that there
would have been a greater number of practicing physicians and that
their average income would have been lower. Accordingly, they reasoned,
 fall in the relative income of physicians would have tended to equate the

net present value of th rms to the alternative investments in medical
ind dental educat

The findings based on t] ipproach have been soundly criticized on the
arounds that the 3 unt used in computing net present values can
afttect the outcom is, the secular configuration of the contrasted
net income streams wl discounted to the present may be significantly
litterent. The higher t] of discount, for instance, the more important
the return occurring during the early years of each stream in determining

present value. To avoid this problem, but still viewing education as a type
of investment which yields a flow of money returns, Hansen has computed
internal rates of returns for physicians, dentists, and male college graduates

I7). This methodology involves the estimation of the rate of discount at
which the present discounted value of the income stream minus the cost
stream equals zero. By comparing physicians’ internal rates of return at dif-
ferent times with those of some reference equilibrium internal rates, one
can determine whether a shortage or surplus exists and in which direction
this condition is changing.

Betore turning to a discussion of the results of the various studies of
physician shortages, it is appropriate to note that contradictory findings
regarding a physician shortage could result between the relative earnings
and the rate-of-return approach to analyzing the shortage problem. To
simplify matters, assume the absence of nonpecuniary differences in the
training for and practice of medicine and dentistry, and assume both pro-
fessions have identical total cost of education streams. 1f the level of de-
mand in the market for physicians (Figure 1) and in the market for den-
tists (Figure 2) is such that both sectors have equal market clearing wages

Le., Wiy = Wi, then neither the relative income nor the internal rate-of-
return approach will suggest a shortage of physicians relative to dentists. A
hift in the demand for physicians relative to dentists from, say, D; to D.
n Figure 1 will evoke forces resulting in a wage increase for physicians
trom W'p to W=, Immediately following the increase in demand for M.D.’s
-as physicians’ earnings rise relative to dentists’ earnings—both approaches
will conclude that a I.Ir]l} sician shortage exists, However, when the price
.1L'ij115~.i11!'.”'?'!t 1S :;-nmph-tm] and I'{_‘];tﬁk't'.f.'.!l'i‘lirht‘_’_“.‘ are stable, the relative in

ome approach would conclude that no shortage exists in the sense of an
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Methodologies of Estimating Shortages

Based upon these three definitions of shortage, there have been a num-
ber of techniques used to determine present manpower shortages or to
l]l"l‘[li['t future hhnrt;lgm. We turn now to a critical review of these method-
ologies and to a comparison of their results.

A survey of physician-to-population studies

The Lee-Jones study of 1932 is the earliest attempt to quantitativel
estimate the “need” for physicians in the United States (29). This study
quantified “need” for physicians by proceeding as follows:

(a) developing a table of annual “expectancy rates for diseases and
injuries”;
(b) canvassing leading physicians regarding their opinion ot the num-
ber of services required to diagnose and treat given illnesses;
(¢) estimating the number of physician hours required to furnish
care for each major disease and injury category; and
(d) assuming that the average physician spends 2,000 hours per vear
in caring for patients.
They were able to translate requirements for physicians’ hours into a "need”
of 165,000 physicians, using this assumption.

The findings of several other studies which, by and large, use the nor-
mative approach in projecting physician supplies and requirements for the
vears 1960, 1970, and 1975 are ]_Jr(‘:it'l'llt'd in Tables 2, 3, and 4, respectivels
Following a procedure established by Hansen (16, p. 110) and using his
differences when possible, Table 5 presents the estimates of projected
shortages implied by cach study which reported both projected supplics

and requirements.
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\ll three of the studies in Table 2 used the ph}.x'iL*i;m—tu-pupulutim] ratio
thodology for estimating physician requirements for 1960. Focusing first

n the estimates of I_mr{_:jm.-te-:_l H’zl[)[ﬂit‘.\, one notes that as the 1960 target date
was approached, the projected 1960 supply figures tended to improve vis a
 the actual number of physicians in 1960. Thus the closer the date of the
projection to 1960, the more accurate the estimate. In making this point,
Butter observed that it would have been helptul to explain why the studies
but primarily the earli were so tar otf the market (8, pp. 15-16).
Such an es | s impossible, since the 1949 study of Moun-
Pennell, and Berger (° 5 the Hle:x' one of the three studies to htipll—
how | ) e arrived at. This analytical limitation does
ch | studies which made projected supply esti-

[ —

[he Ew , the first to use the [}]|w.'it.-i;u1-tu~pupulatir}u

ratio approach per se in projecting physician requirements. In this case, to
lustrate the use of this method, the study applied

an entirely realistic standard. based on levels of manpower already attained
our own country by the twelve states at the top of the ladder (10, pp. 29-31).

Here the standard physician-to-population ratio was computed by averag-
ing the physician-to-population ratios of the 12 states with the highest
ratios, Then this standard was used to determine the need for physicians in
1960 by applying it to the predicted population of the United States in
1960. Comparing projected 1960 physician needs with the projected 1960
physician supplies, the Ewing study estimated a shortage of some 42,000
wctive M.D.'s by 1960 (see Table 5). Based on these procedures and subse-
quent results, the report recommended that the federal government finance
the nation’s health needs by creating a national insurance program, build-
ing and maintaining additional hospitals, and training the needed health
NAnpower.

Apart fromn the different projected physician supplies by 1960, each of
the studies in Table 2 also employed a different “standard” or physician-
‘o-population ratio. This and other differences help to explain why the
projected future for physician markets differs so radically among the
tudies. Instead of a projected shortage of 42,000 M.D.’s by 1960 as was
predicted by the Ewing study, the Mountin, et al., study projected a short-
.ge of physicians between 17,413 and 45,053 (see Table 5). The real con-
rast, however, is in the results of The President’s Commission on the Health
Needs of the Nation in 1952 (41 i

The Commission made no less than six different estimates of the nation’s
1960 physician requirements. The assumption (i.e., standard) underlying
ach, of course, was different. Table 2 presents only the set of extreme
projected requirements. Referring to Table 5 we can see that the 1952
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Table 2
COMPARATIVE PROJECTIONS OF PHYSICIAN SUPPLY
AND REQUIREMENTS FOR 1860

Date of Projected Projected Suppls Projected Requirementsé
Projection Population (active M.D.’s) (active M.D.’s)
19481 160,000,000 212.000 254,000
19492 158.286,000 216,119 min 233,532
max 261,171
19535 171.176,000 222 000b nin 216,000
max 281,000

Actual in 19604 185.369.000 248.664

Table constructed from sources developed by Irene Butter, “Health Manpower Research:
A Survey,” Inquiry, 4 (December, 1967 ), 15.

a The requirement figures for the 1948 study are based on the goal of attaining in all
states the physician-population ratio of the top 25% states; similarly. for the 1949 studs
with the top 50% and 25% states representing the minimum and maximum figures. The
minimum figure in the 1953 study is based on retaining the overall 1940 physician-
population ratio of 133 per 100,000; the maximum is based on attaining the New England
and Central Atlantic ratio of 1949—166 per 100,000 civilians—plus meeting increased
military needs.

b This source initially contained inactive as well as active M.D.’s. However, lrene
Butter adjusted the initial figure by 11,000 (the approximate number of inactive phy-
sicians in 1960) in order to make all the estimates comparable.

1(10) 3(41)
2(32) 4(48)

Presidential Commission expected anything from a deficit of 59,000 M.D.s
by 1960 to a surplus of 6,000 M.D.’s. It is important to note that, charac-
teristically, this Commission did not explicitly choose one standard from the
six alternatives. However, it implicitly accepted those which resulted in a
projected shortage, since the Commission proceeded to recommend that
federal funds be used to expand health manpower training facilities and
that substantial aid be given to medical students.

The confusing picture drawn from studies of expected physician shortages
or surpluses in 1960 is characteristic of more recent reports. The question,
however, is: How much gumdance for the direction of public policy is pro-
vided by these studies?

Table 3 presents projections of physician supplies and requirements for
1970. Projections from eight sources are presented, and as expected, there
are nearly as many different estimates of projected supplies and require-
ments. The projected supply of M.D.'s and D.O.’s ranges from a low of
994,900 to a high of 340,000. Note, once again, the tremendous variability

among the studies.
On the requirements side, the range is from a low of 276,458 to a high of
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['able 3

COMPARATIVE PROJECTIONS OF PHYSICIAN SUPPLY

AND REQUIREMENTS FOR 1970

l:jnjr'tii‘-_i .""}HPI'J:'.

Date of Projected MD. and D.O.
Projection Population ctive & inactive) M.D. Onl
19581 273,474
274,469
1959= %1 . W (d)
) (e)
1959 79 000
19604 279 000
19645 J0) 1 J
Wi 1)
)00 (k)
| 9G6E6 212 ¢ 5.000 (1)

-
-"J.Ir.l'h”' \ 111

19667 306,954 (n)
326915 (o
196685 208.576.001) 332 TOD

Table constructed from sources dey *1’1“1"'{} by Irene Butter.
A Survey,” Inquiry, 4 (December, 1967 ). 16.
References to table:

Projected
Requirements

‘\ll} Li!ui I_}.{ ).

276.458 (a) (e¢)
286938 (b)
299 000 (f)

283,000 (h)
283.000 (h)

"Health Manpower Resources:

a) increase of graduates of U.S. schools: (b) increase of eradu-

ates sufficient to maintain 1955 ratio of graduates to population 20-24; (c¢) maintaining

1955 ph_\.'ﬁif_-im-pupuf:x!h:1‘1 ratio; (d) present pr'_}e.ilu-tinrn
(£) to maintain 1959 ratio: (¢) eraduates at level
graduates to maintain 1957 ratio: (i)
( 1,600 foreign graduates licensed annually):
no foreign graduates licensed after 1965: (1) low
foreign unlicensed, stable new foreign licenciates.
foreign unlicensed, stable new foreign licenciates: (n)
1960, 44% per vear; (0) HMP growth rate. 54% per year

1(39) 3(19)
2(4) 6 (47)
3 (18) 7(56)
1(51) 8(11)

299,000, representing a difference of 22 542 physicians—that

rate; (e) recent growth rate;
currently predicted; (h) increase of
at current planned growth, increase of graduates
(1) 1,000 foreien graduates annually; (k)
estimates ot U.S. graduates and new
(m) high estimates of graduates and
based on HMP growth in 1950-

1s. a4 difference

whose magnitude is something like 109 of all physicians in the United

States in 1960.

Table 4 presents projected physician supplies and requirements for 1975.

As with the projections for 1960 and 1970. there is

considerable \'uriubilit}

dmong l'hwuv studies 111 hf;l]': I‘";rniwr_-tg*d nng‘;p]i{-n and i1l'rij+‘{'t£'[1 I]ll}'xif.‘hlﬂ re-
quirements, As for requirements, the estimates range from a low of 301,370
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to a high of 425,000 physicians by 1975 Perhaps a brief appeal to the con-



s qu

tent of Table 5 and an alf-'}_}i'iii.‘w;li of the ditferences in proje p}ax'mci;n:
”s}'tnrt;lgf‘:f' for the vears 1970 and 1975 will rather quickly dilute the cre

dence one can plum- in these studies.

Table 4

COMPARATIVE PROJECTIONS OF PHYSI( [AN SUPPLY
AND REQUIREMENTS FOR 1975

Projected

Projected Suppl Requirements

Date of Projected
Projection Population M.D.s & D.O.s M.D.’s Only M.D’s & D.O.s
19581 228.463.000 290.409 301,370 (a) (c)
293.382 (a) 325,139 (b)
19592 235,246,000 312,800 (d) 330,000 (f)
318.400 (e)
19594 235,246,000 296,100 (g) 311,520 (h)
19604 235,246,000 296.100 (g) 339,220 (1)
19645 232 221,000 356,900 (j)
350,900 (k)
340900 (1)
19666 230,314,000 369,200 (m)
382,200 (n)
19667 304 000
19678 375,000
19679 294,730,000 361,700 (j) 340,000
350.000 (o)
372,000
385,000 (p)
196710 223 000,000 360,000 400,000
196711 390,000
196712 360,000 min 346,000
196713 360,000 (q) 390,000
196714 360,000 400,000
425 000
196715 360,000 168,228
226,553

Table constructed from sources developed by Irene Butter, “Health Manpower Resources:
A Survey,” Inquiry, 4 ( December, 1967), 16, and by W. Lee Hansen, “An Appraisal

of Physician Manpower Projections,
References to table: (a) increase of graduates of U.S. schools;

" Inquiry, 7 (March, 1970), 107.
(b) increase of graduates

cufficient to maintain 1955 ratio of graduates to population 22-24; (¢) maintaining
1955 physician-population ratio; (d) present production rate; (e) recent growth rate;

(f) to maintain 1959 ratio; (g) grac
graduates to maintain 1959 ratio;
ratic; (j) at current p]annﬁ*:.l gmwiIL
licensed annually): (k) 1,000 foreign graduates annually;

licensed after lEjﬁ.ﬁ:

luates at levels currently predicted; (h) increase of
(i) requirements to raise below-average states to 1957
increase of graduates (1,600 foreign graduates
(1) no foregin graduates

(m) low estimates of U.S. graduates and new foreign unlicensed,
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wable CW lOoreiomn uceénciat

table new

lone; (p) based on

Asstumed

il

.I rF
il e

A i"‘lj'-‘\. .[.F.‘

Deticit

2 :
Date ot

"l_-f*-r hon

9492 min

D59t
19607

The }‘rlilfT'*i‘li “sho

-.-'11 ply an

'.-- .-Il-l:i-..T._ ..

St ::_!:1 s not T'IF' Wineg 1

foreign licenciates
99_9RE

NACHM supply H

S |rp11: 5

LD 1 )

LIlC

d 1960

L—J) Or

12,000
7,413

-45,053

6.000

59 000

"
rtares

rease due to all factors;
I'"._i'!'..- |t

.t]]il

hich estimate of

360,000 is appropriate to use.

9(11)
10 (2)
11{451
12 (33)
13 (53)
14 (54)
15 (49)

Table 5

(q) no figure is given.

graduates and foreign unlicensed.
(0) based on 12-15% increase due to population growth

Hansen

HYSICIAN SHORTACES FOR

AND 1975
Projected 1970
Deficit (-) or
‘wurpluq ( + )

0, 1970,

- 2,984
—-12,469
- 4 100
~ 2,000
- 4,000
- 4 000

Miax

“\urirlml' 5"’

prese nted here were

Pm-j_f::ct;z;d 1973
Deficit (=) or
Surplus (+4)

— 10,961
- 31,757
- 17.200
- 11,600
— 15,400
- 43,120
L 21,700 to 4- 11,700
- 10,300 to — 23,300
- 40,000

+ 14,000

~ 30,000

— 40,000

— 65.000
-133,447 to + 191,

(12

..1!1. nL.ltmi from

jected requirement figures presented on Tables 2, 3, and 4.

8(11)
9 (9)

10 (33)
11(53)
12 (54)
3(49)
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FFor 1970, a shortage ot trom 2500 to 12,469 ph - L.
me conclude that a shortage of 2.500 physicians : | ly th
.1”11'11111'1':_1?[- 't'.umf ' remedial Program would 1 L'y appreci ling,
whether the shortage is in the neighborhood of 2,500 or of 12469 phys
cians. Moreover, the geographic distribution of the physicians might be of
importance in assessing the seriousness of the shortage. Following the Ewing
methodology, for example, the Bane report assumed that the 1959 ratio of
physicians to population was minimally adequatc | the rojected a 1970
shortage of physicians of from 2,500 to 4,100 and a 1975 shortage of from
11,600 to 17,200 (4). A logical question to ask is: What. if anv. is the rati *
nale for the choice of the 1959 ratio as the projection criterion? The Bane re-

port does not answer this question, and this finding holds for all of the
studies of physician shortages which use the physician-to-population ap-
proach.

The summary ol results presented in Table 5 indicates that by 1975 w
can expect either a physician “surplus™ or a physician “shortage.” At these
extremes, one report IJI'[Ij{'(‘tl'd a shortage of 65,000 Iﬂ'lju-;iuiunb; IJ_‘.' 1975. In
contrast, the National Advisory Commission on Health Manpower (33)
projects a 1975 surplnx of 14.000 ph}'si(‘im]s; Fein (11) projects | under on
set of assumptions) a surplus of from 11,700 to 21,700 physicians by 1975
and Stevens projects a surplus far above these levels. Will the future “gap
he a shortage or a surplus of physicians?

Criticisms of the criterion ratio approach

Numerous writers have noted that the normative and/or physician-to-
population approach of estimating shortages ignores a number of factors.

(1) In what sense is the selected criterion ratio in any way “optimal,” or
in what manner does it relate “supply” to “need”” In this regard Klarman
writes:

Sometimes a personnei-twpnpulutmu ratio is chosen at the upper end of an
array of such ratios as the criterion or standard. No attempt is made to validate
the choice by examining the level of care rendered in the geographical area from
which the criterion is derived (27, p. 36).

He makes another point that can be easily overlooked:

This method is logically bound to lead to a finding of shortage, since geographic
areas above the standard ratio are allowed to keep their existing personnel (27,
p. 368).

(2) The standard ratio implicitly assumes an equilibrium between the
demand for and supply of physicians in the base period and that the rela-
tion between the criterion ratio and future supply and demand condition:
will remain unchanged. Of course, whether or not this is the case is never
analyzed (17, pp. 77-78).

(3) In a broad sense, the criterion ratio selected by the various agencies
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and commissions represents a value judgment of the physicians needed per
capita in the nation. However, to supply physicians according to a second
party B "jI.ILI_;ITt'I{'ﬁI]t" may result in a serious misallocation of national re-
sources. These studies fail to suggest: how to persuade the population that
their judgment of need is correct and how to persuade them to translate
this “need” for physicians’ services into a willingness to consume physicians’
services; how consumer willingness can be translated into market demand

which is consistent with 1 “need,” given that the population faces a
tfinancial const determined that society is willing to give
an absolute priority to healt] rdless of cost, and not to education. hous-
ing. or defense (¢ : 24: 27: 28;: and 53).
(4) Eli Ginzberg ma int that even if "need” as perceived by
authoritis ! - erion,
the crucial question r the graduation of an additional 1,000 physi-
cians in the Northeast would in fact assure such services either for the slum pop-

ulation in New York or for poo! vhites and Negroes in low-income rural areas of
."-{'__'\"'{1'4\-:51}1]: (14, p. 56)

5) This final criticism is rather lengthy. The standard ratio approach
implicitly assumes that the production function for physicians’ services is
linear homogeneous, with fixed technical coefficients (i.e., factors are most
efficiently combined in a specific proportion irrespective of their relative
costs ), and stable over time. It is true that if this production function
existed and were known, and if the future population were the only de-
terminant of physicians’ services demanded and this relationship were
known, then, given the projected population and the corresponding quan-
tity of physicians’ services demanded, it would be possible to determine the
future number of physicians required to match the future demand for phy-
51C14NS Services.

However, as a point of fact, the demand for physicians’ services and for
most other goods and services depends on numerous factors in addition to
the population size (25, p. 11; also refer to point 3 above). Among these
variables, for example, is insurance. The more people covered by insurance
and/or the broader the type and amount of health service coverage, the
greater the amount of care used. The logic supporting this proposition is
that insurance, by lowering the point-of-service price to the individual be-
low the true cost, causes him to increase the (quantity of care he demands
(37, 38). Clearly, therefore, the projected requirements for physicians™ ser-
vices which rely solely on estimates of future population will be below the
true requirements mark if a national health insurance program such as
those proposed by President Nixon and Senator Kennedy were to be en-
acted, ceteris paribus. The Kennedy bill would supersede Medicare and
Medicaid and substitute in their place a national health insurance program
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covering the medical expenses of all United States residents for the entire
range of health services. Likewise, President Nixon’s proposal would substi-
tute a Family Health Insurance Plan for Medicaid and would require all
employers to provide basic health insurance coverage for their employees.
Sharing costs, much as employers and employees do today under most
collective bargaining agreements, the administration program would re-
quire minimum coverage for a wide range of health care services (36).
Failure to consider such a major and likely change in the financing of phy-
sicians’ services is but another illustration of the weakness of the criterion .
ratio approach as viewed from the standpoint of the demand for physicians’
services.

As for the nature of the production function, most empirical evidence to
date suggests that the production function implicit in the criterion ratio ap-
proach does not exist in reality. Consider, for example, the changes in factor
proportions underlying the data presented in Table 1. Disproportionate
changes among the various health manpower occupations have been occur-
ring, and these differential changes will most likely continue into the future.

Greenfield’s book, Allied Health Manpower, documents the distributional
changes which have been occurring in the composition of the nation’s health
manpower labor force (15). He shows that the change is away from the
highly trained physician and dentist and toward less “costly” allied health
manpower occupations. These changes in factor proportions could be taking
place for a number of reasons. First, the price of physician inputs relative
to allied health manpower inputs may be increasing, and thus the latter are
being substituted for the former in the production of physicians™ services
over all levels of production, in an effort to minimize costs. Dr. Anthony

Robbins observes in this respect that

. in the hospital most daily patient care tasks have been shifted one step or
more down the hierarchy, from physician to professional nurse, to practical nurse,
to nurse’s aid (45, p. 56).

The observed changes in factor proportions may in part also result from
changes in the organization of the delivery of health care. Examples include
changes which permit the use of relatively more allied health manpower
and special equipment because of the specialization, division of labor, and
economic use of “lumpy” inputs associated with larger scale organizations
(11). Mustrations of the type of organizational changes being referred to
are the spread of group practices and the growth in prepaid group health
insurance plans. These forms of organizational arrangements are being
strongly encouraged by the Nixon administration for numerous reasons, and
riven the economic incentives proposed in order to foster their more rapid
growth, greater changes along these lines are expected in the future (36).
Finallv. the observed changes in the composition of the nation’s health
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manpower labor force may be partially explained by the development of
new tasks to be performed, resulting from improved medical technology.
which do not require the skills of a highly trained physician (e.g., jobs in
laboratories ( 45. p. o6

The number of pl';:-ﬁsiLi;ihh 1‘t-tiui1't*d to l]r{n'itl:- a certain level of care will
decline with increased productivity. All the above-mentioned factors—sub-
stituting cheaper inputs for physicians, changes in the organization of health

care delivery, and tl velopment of relatively costly laborsaving tech-
nolog in cause physicians’ productivity to increase (8, 11, 16, 27), a
phenomenon which | occurring tor physicians and probably will
continue to occw ears ahead. This concept was succinctly de-
veloped with respect try by Jeffrey Weiss at the December, 1970,
meeti [ndust ations Research Association. Weiss observed:

Dentistry reflect ipact of market factors and technological changes upon

the employment of health Jil;.'t!li}(_'l"l.‘u'l:‘f. based on three levels of job content. For
example, from 1950 to 1960, the employment of dentists increased by 26 per cent,
while the employment of middle-level and low-level dental personnel increased by
59 per cent and 97 per cent, respectively. While improvements in dental equip-
ment contributed substantially, there is strong evidence to support the view that
the substitution of manpower with lower and middle levels of job content for den-
tists was the most important factor in accounting for the increased productivity of
dentists during the 1950's.

Using a surrogate measure of the output of dental services, the average output
of a dentist employing one dental auxiliary is 80 per cent greater than the output
of a dentist who does not employ any auxiliary personnel. Further, the addition
of a second dental auxiliary appears to increase the output of the average den-
tist more than the addition of the first, and the addition of a third increases output
more than the addition of the second. In view of these findings, it is certainly not
surprising that from 1950 to 1961 the output of dental services per dentist in
private practice increased at an estimated average rate of 3.2 per cent per year, or
faster than the rate of increase in productivity geneml]}f in the economy (54, p.
64 ),

The fact that the criterion ratio approach fails to consider future changes
in the relationship between physicians’ services and the number of physi-
cians is still another major limitation of this method for projecting future
physician requirements.

Rashi Fein's studyv

[t should be noted that three of the studies in Table 5 marked l}_\.' aster-
isks have not used the physician-to-population methodology. One of these

Fein's projections of the future demand for physicians” services (11). In
addition to population changes, Fein’s estimated increase in the demand for
physician services was based on the following: changes in the age-sex dis-
tribution of the population; increased urbanization; the changing popula-
tion distribution by color; the rising levels of education and income; and
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the like | ITIPac t of Medicare on demand. On ] t the rela-
tive price structure would not change between 1965 a 1973, Fein's re
SCAT( h 1 _, resents i] ¢ nost n'i.ll[l;?h'iu an Uvsis of tl CSUTITIAR ncrease in U]L'
demand for E-M_' sician services to date, and it is far more sophisticated than
that underlyving those studies which used the physician-to population ratio.

Considering population growth alone during the 1965-1975 period—as do
the criterion ratio studies—Fein projects dal2tols crease in the demand
ror ]‘l‘."s_‘-.'xlla '..H]~I SCIVICES. However, ;'{lllxii.i' ]'irl'_' LEL L E2 S In n.I H[ tllf.,‘ i.ﬂ_ii'}'s'lf'-
mentioned factors, Fein projected an increas from 22 to 26%.! On the
ssumption that an increase in the demand for physicians” services will lead

to a proportionate increase in the demand for physicians, Fein's projections
may be interpreted as projected increases in the demand for physicians. He
does not actually develop an estimate of the number of physicians demanded
by 1975, but his arguments are developed as if he had the above assump-
tion in mind and were making such projections.

As we have seen, there are many factors which would increase the pro-
ductivity of physicians and hence alter the assumed input-output relation-
ship. This point, by the way, was discussed at some length by Fein, but he
did not pnﬁn‘ithr any quantitative elaboration.

Putting the question of productivity aside for the moment, Fein concluded

that the prujec:tvd increase in supply of active and inactive M.D.’s and D.O.’s
of 19% over the 1960 to 1975 period was more than adequate to cover the
increased demand for physicians resulting from population growth alone
(ie.. 12 to 15%). Note that this conclusion conflicts with those studies which
projected 1975 “shortages”™ based on some physician-to-population standard.
However, “in the absence of a rise in productivity,” he concluded that a 19%
increase in supply would not be sufficient to meet the increase in demand
resulting from changes in all remaining demand factors (11, p. 135). The
weakness in this conclusion is, of course. found in his observation that phy-
sician productivity has and probably will continue to increase. On this point
Fein states:
With “normal” productivity increases, all of the consumer demand resulting from
higher incomes could be met. But greater productivity increases are required if
“unsatisfied demand” exists today, if consumer “taste” for medical services in-
creases, or if new financing programs are enacted whose purpose is to increase
the amount of medical care available to part, or all, of the population (11, p.
138).

Fein's study for actually estimating the number of physicians demanded
‘v the future has serious limitations, but it is far more complete than the
various normative studies. His approach would be a sound basis for public

L A range which may be considerably below the actual demand if some form of na-

tional health insurance is enacted prior to 1975.
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eCls making it it were possible tirst to estimate changes in future physi
ins productivity, and then to systematically adjust upward the “effective”
-,'-'l_\;x 1179 --!‘r'.luir re t1OnS O1 f.jur. (RF n'f'r_f t]u “t'”r'L[i\.'t > {J];'«. \Lil._i'.ill t]a‘l'!l.‘HHT
"'PI::- ('t [r.l (111 I'Ji-'x'lr"\r'! S ]‘ t '*Ir'lql"-. }-"."'_"*. ]Hft |H"'H E]|‘I]]i‘:}l|'[i
FlE e 11 i in 14 I'l .I_'." ML .fl.
E 1t Ravacks detinition ot a physician shortage was given in the first

vayal \-I;'::!uu'ti the change in the AvVeragt
ot lawyers, managers, and professional, tech-
thi 8l riod 1929-1959 in an attempt to mea-
Il EXI b "1'. "l"'H|-.“!'I-E !'i’l- }Fh"‘. ":;l_iilll"- vl "\rli-‘
at during this ]\*""‘"'RI the relative income POsi

Further, r‘HIHr1 this pe riod []n re was an 1in-
nships and residency positions filled by foreign
Rava | | 0 substitutions of i L-.-dtnr[_T :.|1-*;11u-ﬁ inputs for

cians services which were taking place during this

example, hospitals were letting registered nurses perform many

ervices once performed by physicians; some hospitals were willing to give
tatt appointments to graduates of osteo I‘uthit' schools; and the shortage of
yhysi had led to a search for substitutes among paramedical personnel.
ased on these findings, Rayack concluded that this evidence is consistent
ith his definition of a --.1r.-r|1‘..1;:r- of physicians’ services. Rayack’s final state-
I'hi * gives a qualitative answer in economic terms about the “direction of
etfort” which implies the need for a greater growth in the supply of physicians

ervices than has been recommended Tw the government (44, p. 237).

However, before one enthusiastically embraces Rayack’s analysis as
proof” of a physician shortage in the 1929 to 1959 period, a number of
riticisms of this approach must be mentioned.

his method does not provide any basis for determining the magnitude
t the P reeived .~~'||urt~1*-_{i', nor does it determine whether the Shm'lu*_;'t 18
' iminated. For example, a very slow adjustment in physician fees
lue to an increase in demand may well intensify the excess demand, but it

111 be observed as only a moderate increase in relative income and thus as
the existence of a -nr;"|lnk, or as the elimination of a shortage, rather than as
ly developed shortage (3, pp. 292-308).
noice of a E;r;u'h{_-u];:r base year over some other year tor purposes of
mparison may have quite significant results (22, p. 423). There is no
to determine the beginning of a shortage (17, p. 80).

['he Internal Rate of Return Approach

lative earnings approach just discussed has been criticized, in addi-

147




L ¢ !'—

tion to the points listed in the two previous paragrap! ilure to in-
clude in its .uhli_‘ﬂiw Of a!::-rtm_{m the cost of training. This cnif m. however.
must be i:*nl[‘*rrml somewhat since the two approaches—as noted earlier—
employ ditferent definitions of the term “shortage.” The first _ﬂt'::u'-:_;..h’:h mea-

sures the excess ot qu;mt!t‘. demanded over qn;;zli;?x -;+:mﬂ.irc.i_ a.nd the sec-
ond is used to denote a situation where barriers to entrv have caused a mis-

allocation of resources between o« t_'tlimtiun\;. Accordingly, it is [‘*’Jﬁﬂib}v that

the two approaches will give contradictory answers to the same questions. In
the case of nurses, see, for example, Don Yett's study entitled, “Causes and
Consequences of Salary Differentials in Nursing™ (57

Hansen (17) compared the internal rate of return of physicians to an al-
ternative internal rate of return. The alternative rate was computed from
data on male college graduates, and that rate was assumed to represent the
long-run equilibrium internal rate of return. Using the computations pro-
cedure discussed in the first part of this review, Han nterpreted his re-
sults by assuming that deviation in the internal rate of return of physicians
of at least 4% from that of male college graduates indicates a shortage (if
the deviation was positive) or a surplus (if the deviation was negative).
The internal rate of return to male college graduates and physicians was
c{)mparvd for three years, 1939, 1949, and 1956. Hansen's empirical results
showed that the rate for physicians fell from 1949 to 1956, although it was
still above that for male college graduates. Thus, he concluded that the
shortage of physicians had been declining.

Compared to the relative earning approach, the internal rate of return
methodology does indicate the direction of changes over time in the per-
ceived shortage or surplus situation. The major problem with this approach.
however, is that the choice of a reference group—and consequently “equi-
librium rate”—is somewhat arbitrary and can alter one’s conclusions. Clearly.
if the rate used as a basis of comparison is not the equilibrium rate, then
this approach is of little value. Whether or not one accepts Hansen’s con-
clusions regarding a “diminishing shortage” of physicians between 1949 and
1956 depends of course on the degree of contidence one has in the assump-
tion that the “prevailing” rate carned by male college araduates is the equi-
librium internal rate of return.

Conclusions and Future Research

Acknowledging that merely producing larger numbers of physicians will
not l'll‘{‘EHSﬂTi]-}f guur;mtvr their flow to remote areas or to urban poverty
neighborhoods where there is an “obvious need,” some of the Camegie
Commission recommendations are sound. For instance, the problem of an
inadequate geographic distribution of physicians may be partially corrected
through the development of Area Health Education Centers. Further, rec-
ommendations for inducing efficiency and cutting costs, such as reducing
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trom tour to three years the time it takes to get an M.D. degree, are always
welcomed. But how about the recommendations which are rationalized from
the }n'r.*x‘.tmi‘ul‘irm Of an daggregate i}!n'\'ivi,m xF;I:r%;l:r'—-hrlw can tiu-r be ade-
quately evaluated?

Past studies do not pros ide a sound r'IE!j}l]'i"LL] basis for accepting the “as-
sertions” that in the aggregate there have been or will be physician short-

iges of a “crisis” magnitude. The results from these studies. when compared,

present a mixed, contradict and confusing picture. The methodologies
follow | idies demonstrate “nothing more than impres-
510111510 rments ofr t l.!III Or rl'+;1t!]':".::t'ljh ( O, |‘J' 18). These Hl’lH“:’H‘
f;Li] 10 COIl ' 'fn-l ”v Iii':!l.l'-i-]. *."1' -'r*:'ﬂ S14 1:;’L't|~-;~ SeIVICes .I.IH‘
tor pl | | oviding the services

\ . hether or not a current or future physician
shortag \ : vet to be P rformed. Two crucial components
of any future stud physician shortages must be the inclusion of the con-
*'t.'I.}l I a j_-.'!if'?}:‘I"_.'e-:'_- procu tion tunchion tor l'rll‘ﬁft_'l'unn‘ SEIrvices, ;md t]]t'
inclusion of national health insurance in the analvsis of the demand for phy-
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