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_ The text that follows is essentially that of the Ph.D. thesis I presented
at Queen's University at Kingston in the Summer of 1978. It has been slightly
modified to make it more readable and to expand or correct some minor points.

The main contribution o. that thesis is the fairly complete theoretical
framework put forward to explain the role of Tanguage in economic activity and
the exhaustive analysis of the causes of the observed earnings differences bet-
ween Anglophones and Francophones in Quebec in 1970. The theoretical framework ,
however, is a static framework where individuals are assumed to face a society
where this or that Tanguage is used for one or the other type of economic acti-
vity and to choose, in a two-language society. between using one or the other
Tanguage. A more complete model would examine the dynamics of language choices
and would throw some Tight on the factors, Tike immigration and capital move-
ments, that explain in part tlie languages used in a society at a point in time.
To examine the validity of such a model it would ~1so be useful to have time-
series data on language use and on the socio-econ.mic status of members of the
various language groups in a given society. In particular such a model would be
useful in unraveling the forces that explain the evolution of the various fran-
cophone communities in North America. Such an examination of the dynamics of
language choices remains a subject of analysis and reflexion. '

Before ending this preface I would like to thank all the individuals both at
Queen's University and at the Université de Montréal who gave me advice and en-
couragement when I was a graduate student at Queen's University, the Canada
Council, the Quebec government and the C.R.D.E. for financial support. I would
also 1ike to thenk the I.C.R.B. for publishing this text. Finally I wish to single
out two individuals for special thankss Charles Beach my supervisor, and Louise.

Frangois Vaillancourt

Montreal, March 1979
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INTRODUCT ION

The purpose of this thesis is to put forward a framework that takes into
account the role of the languages known by an individual in explaining -his
Tabeur earnings, and to then use it to study one particular bilingual labour
market, that of the province of Quebec in 1970. Such a topic was chosen for
two reasons. First, as the survey of literature that follows will show, 10
labour earnings determination model has been put forward that includes in a
satisfactory fashion the knowledge of Tanguages by an individual as an expla-
nztory factor of his labour earnings. Secondly, the knowledge that the author
has of the Quubec economy makes it a natural chcice for study given that it
is a bilingual Tahour market where substantial differences between the aver-
age level of labour earnings of its two main language groups can be observed.

In the first chapter, two different strands of the economic literature
are surveyed. First the li*arature on labour earnings determination is re-
viewed with particular atteation given to rore recent works in the area of
human capital, discrimination, and supply and demand type models. Secondly,
the literature on what can be called the economics of language is examined
and its weaknesses, such as the lack of strong microeconomic underpinnings,
pointed out.

In the second chapter, an earnings equation is put forward that includes
amongst its explanatory variables language, in such a fashion as to take into
account the fact that it can be both an ethnic attribute and a form of human
capital. Particular attention is given to an examination of the use that is
made of language by individuals and firms in their pursuit of economic goals
in a bilingual society. While both goods and labour markets are studied, it
is the latter which, given the topic of this thesis, is the object of a more
thorough analysis,

In the third chapter, the sampie used in the analysis is described, the
differences in the mean level of labour earnings in 1970 between the two main
language groups in Quebec, the English-speaking group and the French-speaking
group, are outlined, and a description of the various aspects of the Quebec
economy that should be relevant, as argued in Chapter II, to an understanding
of those income differences is undertaken. Items 1ike the breakdown between
the twe language -groups of the ownership of capital, the language of external
markets, and the use made of one language or the other in various occupations
are examined.

foemt,
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In the fourth chapter, the specific variables and the speci’.c func-

tional ferm used in the multiple regression analysis of the labour earnings
of Quebec males are discussed. That done, the results of the multiple re-
gression analysis of the relationship between labour earnings and explana-
tory factors such as education, experience, language and weeks worked are
presented and discussed with particular attention paid to the coefficients
of the language variables.

In the fifth and final chapter, attempts are made to estimate the con-
tribution of ethnicity to differences in earnings tetween Anglophones and
Francophone: in Quebec; this contribution is then compared to that found 1in




CHAPTER 1

A REVIEW OF THE LITERATURE

This chapter is divided in two sections. The first one is a short survey
of the literature on earnings determination that, following an overview of the
earlier works in the literature, deals mainly with three frameworks that have
been put forward in recent years to explain the labour earnings of individuals.
These are the human capital framework, first put forward by Becker (1964),
Mincer (1958) and Schultz (1961), the discrimination framework, first put
forward by Becker (1957), and the supply and demand framework, often identi-
fied with its main proponent, Tinbergen (1951), A complete survey of the
literature is not carried out, since it could not really add to other surveys,
such as those of Lydall (1968) and Mincer (1970), and since it seems appro-
priate to spend more time on liiose specific facets of the literature that will
prove useful in building a model of labour earnings determination that takes
into account language as an explanatory variable.

~In the second section of this chapter the literature on what shall be
called from hereon the economics of language, a term first coined by Marschak
(1965), is examined. Writings in that field can be assigned to one of two
groups. The first one is made up of the more theoretical works, that is those
concerned with the introduction of language in economic models, be they of the
whole economy or of parts ¢f it such as the labour market. The second one
consists of empirical studies of the differences in the labour earnings of
individuals belonging to the various ethnic and language groups in Quebec. In
the survey of this literature the links - when they exist - between the theore-
tical models of the role of languages in the determination of individual ear-
nings and the empirical studies, where such a role is tested for, are exa-
mined. Also studied is the relationship between the more usual models of la-
bour earnings determination, surveyed in the first section of this chapter,
and those explicitly and implicitly used in the empirical studies of the role
of language in labour earnings determination.

1.1_The Literature on Earnings Determination
I.1.1 An Historical Overview
The study of the determination of income has a 1oﬁgwhistory in aconomics.,
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A good review of the earlier work in that area is found in a book by Dalton
(1920) which examines the work carried out by economists in that field since
1776. His review of the literature shows that Clark (1907) is correct in
writing that most of the work done till the turn of the century pertains to

the functional distribution of income, and not to the personal distribution

of income. Indeed, in the nineteenth century, the studies that Vilfredo Pareta
(1896) made of the personal distribution of income were pathbreaking and his
offering of the "law of income distribution" can be seen as:a turning point in:
the study of personal income distribution by the stimulus it brought to the
discussion of the following problems: what function best represents the dis-
tribution of income across individuals, what is a proper summary measure of
such a distribution, and what factors explain such a distribution of indivi-
dual incomes.

Since the goal of this thesis is to explain labour earnings in a bilin-
gual economy, the review of the literature will Took at those works which
attempt to answer the last of the three questions pointed out above. Before
1950 only a few authors had examined this problem, Pareto was one of them;
he wrote that "... la forme de la courbe n'est pas due au hasard, cela est
certain. ElTle dépend probablement de la distribution des caractéres physin-
Togiques et psyciiologiques des hommes" (Pareto, 1902).

The rejection of a stochastic explanation of the level of individual
incomes by Pareto - is interesting since such an explanation was put forward
Tater on by Gibrat (1931) and Champernowne (1973) who both view "the income
determination process as a Markov process, so that one's income for this
period depends only on one's income for the last period and random influences"
(Blinder, 1974, p. 4). Their work was expanded upon by Kalecki (1945), Ru-
therford (1955) and Sargan (1957). It is not worthwhile, however, to spend
much time on this part of the literature since, as Blinder puts it:

Assuming a stochastic mechanism, no matter how complex,
to be the sole determinant of income inequality is to
give up before one starts. It is antithetical to the
mainstream of economic theory which seeks to explain
complex phenomena as the end result of deliberate choi-
ces by decision-makers. (1974, p. 7).

A rejection of chance as the only explanation of individual incomes does
not mean, however, that it is not one of several explanatory factors of the
level of individual incomes. This is the point made by Friedman (1953) when
he puts forward a model of personal income distribution where individuals have
the choice of using part of their labour earnings to enter a lottery. Depen-
ding cn their utility function, some individuals will enter the lottery and
others will not. Then amongst those who have entered the lottery, chance will
determine those who win and those who don't. So chance influences the earnings
of those individuals who choose to let it do so; some argue, however, that
chance is more 1likely to influence the level of earnings obtained From non=
human capital than the earnings gained on the labour market (Roy, 1951).

In this thesis a basically non-stochastic model of labour earnings de-
termination will be used, It is therefore appropriate to examine those works
which have attempted to provide a non-stochastic explanation of individual in-
comes. The first economists who attempted this were puzzied by the fact that,
while income was distributed in a skewed fashion, one finds that, in Moore's
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words, "industrial ability - general sagacity and energy - is distributed ac-
cording to the normal or Gaussian Taw" (1911, p. 74). While some economists,
such as Stamp (1937), argued that abilities were not normally distributed,
most accepted that the distribution of income and abilities differed and that
this difference had to be explained. '

Two types of explanation were offered to account for the difference bet-
ween the distribution of abilities and the distribution of income. The first,
put forward by Mooré (1911) and Pigou (1932) amongst others, is that the la-
bour force can be divided into two or more groups of workers. Then, even if
each of these groups is assumed to have normally distributed abilities, the
distribution of abilities for the whole labour force will not be normal. The
second explanation, put forward by Roy (1950), is that it i3 possible, when
more than one skill determines the level of earnings, that these skills in-
teract in a multiplicative rather than additive fashion. Then, even though
each skill is normally distributed, the overall skill Tevel of individuals,
the main factor in the determination of their labour earnings, is not nor-
mally distributed,

Ability models, such as these outlined above, are essentially supply
side explanations of labour earnings, a fact that led Roy to write that one
must also recognize that "... the desires of the individuals in the communi -
ty for various sorts of goods are naturally important." (Roy, 1951, p, 146),
In other words labour demand is a derived demand, the result of the demand for
goods and services faced by firms. The importance of demand factors is in dis-
pute however; for example, Lydall (1968, p. 7) writes that

While conditions of demand may be important in deter-
mining the earnings of particular types of lahour in
the short run, ..., in the long run the predominant
influence is 1ikely to be the conditions of supply...
Attention has, therefore, been concentrated on dis-
covering the factors which determine the supplies of

, ‘persons to each occupation,

In the next three parts of this section the role of both supply and de-
mand factors in explaining individual earning will be examined in greater
detail, First the human capital model, a supply side model in the lineage of
abilities models, is studied. Secondly the discrimination model, a demand side
model, is examined, Finally the supply and demand framework, put forward by
Tinbergen and his followers, is examined.

[.1.2 The Human Capital Approach

Human capital can be defined as "an individual's productive skills, ta-
lents, and knowledge" (Thurow, 1970, p. 1) used in the acquisition of income.
Indeed Becker defines investments in human capital as "..,. activities that
influence future monetary and psychic income by increasing the resources in
people" (1964, p. 9). He further classifies these activities as on-the-job
training, both general and specific, schooling, other knowledge, and health
(Becker, 1964), On-the-job training occurs when "... workers increase their
productivity by learning new skills and perfecting old ones while on the job"
(Becker, 1964, p. 17). Furthermore, Becker specifies that for on-the-job
training to be general, it must be "... useful in many firms besides those
providing it..." (1964, p. 19) while specific training "... can be defined

15



as training that has no effect on the productivity of trainees that would
be useful in other firms..." (1964, p. 26). As to schooling, it is defi-
ned as training acquired at an institution that specializes in the produc-
tion of training rather than in the production of goods while "other knowled-
ge" is defined as information on prices, wages, employment opportunities,
and the like.

~ Since individuals have a choice between various types of human capital,
and also between human and non-human capital when they make investment deci-
sions, it is important to examine what explains their choices. As Mincer
puts it "... individuals undertake various amounts of training in the ex-
pectation that their occupational incomes in the future will be sufficiently
large to compensate for the cost of training..." (1970, p. 7), with costs
defined so as to include both direct costs and foregone earnings.. Between
various types of investment in human and non-human capital, individuals will
choose the investment with the highest nec present value.

It is important, however, to be aware that the stock of human capital
that an individual is endowed with is usually not entirely the result of his
own investment decisions. In fact, parents bequeath various types of human

- capital to their children, and society often requires that children acquire
various types of human capital, Parental bequests can be classified as being
either of a genetic nature or of a time-using nature. The genetic bequest
determines such things as race, strength, appearance and basic intelligence
while time-using bequests include the skills, such as language and motrici-
ty, that the parents usually teach their children. While genetic bequests are
necessarily the gift of natural parents, those rearing the child, parents or
legal guardians, are responsible for time-using bequests. As to society, it
both forces upon the child, through such actions as compulsory schooling and
compulsory vaccines, and offers the child, through services like community
centers and libraries, some human capital.

The study of the decisions of parents and society to invest in their
children has not until recently been part of the human capital Titerature.
Little has been done on parental choices although Ishikawa (1975) has put for-
ward interesting explanations of the choice by parents of the amount of time
and money to be invested in their child, As to society's choices, their im-
portance has been recognized (Becker, 1964) but little has been said as to
how expenditures that bring about the formation of human capital are decided.
Furthermore, it has been found difficult to distinguish between the influence
of the genetic bequest, nature, and of the time-using bequest, nurture, and also
difficult to distinguish between the influence of bequeathed capital and ac-
quired capital on earnings (Behram and Taubman, 1976; Taubman, 1976).

So individuals .are, at a point in time, endowed with various types of
human capital; part of it, such as higher education and job related trai-
ning, is the result of choices they have made and part of it, such as their
mother tongue and a minimum compulsory amount of schooling, is the result of
choices made by others. Does this human capital earn positive returns? A
great number of empirical studies have been carried out, looking in particu-
lar at schooling and at on-the-job training to estimate the return to human
capital investment. It is impossible to review them here but their main re-
sults will be pointed out when appropriate in this thesis.
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I1.1.3 The Discrimination Model

An individual can be said to practice discrimination in the labour mar-
ket when he prefers not to work with some individuals, usually linked by a
common bond of race or ethn1c1ty As Becker puts it: "If an individual has
a 'taste for discrimination' he must act as if he were willing to pay some-
thing, either directly or in the form of a reduced incone to be associated
with some persons instead of others" (1957, p. 14). While the human capital
model can be seen as being in the lineage of the abilities models of earnings
determination, the discrimination literature is, with the except1an of
Edgeworth's work (1922), a product of the recent interest in the United States
in explaining the differences in earnings between the blacks and whites of
that country. Indeed, except for Krueger's work (1963), Becker's work was
generally neglected unt11 the mid-sixties.

‘While in the human capital literature the debate has been on the returns
to and chcire of various types of investments, in the discrimination litera-
ture the debate has centered on finding an appropriate rationale for discri-
minatory behavior. The reason for this is that some economists nold the view
that discrimination is not a true economic behavior and that, in the Tong run,
it must disappear. For example, Arrow writes that

The less discriminatory will either drive the more
discriminatory ocut of business or, if not, will
cause the wage difference to fall. If we suppose
that there are some actual or potential employers
who do not discriminate at all then the wage dif-
ference should, in the long run, fall to zero.

The discriminating employers may possibly continue
to operate, but thay will employ only white labour
(1972, p. 90)

Three explanations have been offered in the literature to account for the
persistence of discriminatory behavior through time. The first is that dis-
crimination is, in fact, screenity or statistical discrimination, the second
is that employees impose upon employers their taste for discrimination, and
the third that employers have a taste for discrimination that leads them to
foresake profits.

Screening is an idea that was put forward amongst others by Arrow (1972).
It simply says that employers use easily ascertained characteristics of pros-
pective employees, such as the diplomas they hold, the color of their skin,
or their sex, to evaluate the 1ikelihood that they are endowed with other
characteristics less easily observed. In the case of blacks, Arrow argues
that employers associate with being black a low quality of education and
wrong attitudes towards work. In other words "... if the subjective probabi-
lity in the mind of an employer. that a white is qualified is higher than that
a black worker is qualified, there will have to be a wage difference if the
employer is to hire any blacks at all1" (Arrow, 1972, p. 97).

So employars are not discr1m1nat1ng against blacks because they are
black. They are simply trying to maximize profits, and to do so, are using
information about the probable performance of their work force, informaticnra
conveyed by the color of the skin of applicants and employees. It may be that
the assumed correlation between the color of the skin and productive capaci-
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ties does not hold: then discriminatory-1ike behavior is the result of the
pursuit of profit maximization with false information as input.

The second explanation of discrimination is that while employers have
no reason to practice discrimination themselves, they do so because it is
imposed upon ‘them in various ways by their workers. As Pleeter puts it, dis-
crimination will occur "... if there is a possibility that hiring blacks will
create turmoil between black and white employees with a concomitant loss 1in
productivity" (1974, p. 85). As to the type of discrimination it may be either
in wages or, as Bergmann (1971) argues is more Tikely, in access to more va-
lued occupations. Once more, profit maximization is the driving force behind
discrimination. : :

The third explanation of discrimination is that employers have a taste
for it so that their utility function includes not only profits but some
amount of discrimination. Such a taste for discrimination may have different
sources. Krueger (1963) argues that white employers try to maximize the in-
come of the entire white community and not only theirs, while Alexis (1973)
believes that employers have a utility function in which the relative position
of both blacks and whites in suciety enters. In both cases, the result will
be discrimination against blacks by white employers, both in terms of wages
paid and of hiring policies, the motive being utility maximization rather than
profit maximization. . '

So discrimination means that individuals of a given group are less in
demand than others as employees even though they have the same amount of
human capital. It will be hard, however, to discover through the observation
of discriminatory behavior if it is the result of a taste for discrimination
or of a sreening mechanism. Be that as it may, a fair number of studies have
been made in the United States to measure the importance of discrimination
against blacks and females in that country and some of their results will,
when appropriate, be used in this thesis.

I.1.4 The,Tinbengethpprqach

The Tinbergen approach can be defined as one where both supply and de-
mand considerations are explicitly taken into account when a study of the
determination of labour earnings is undertaken. It was first put forward by
Tinbergen at the beginning of the fifties and remains identified with him,
Tinbergen wrote that "... a systematic study of the problems of income dis-
tribution may conveniently start by distinguishing between the supply side
and the demand side of the labour market" (1251, p. 106).

The model first put forward by Tinbergen has not been used widely by
economists working on the explanation of labour earnings. Houthakker (1974)
argues that Tinbergen's idea was a valid and useful one; he did not, however,
use it. As to Hartog (1975) and Sattinger (1975), they have attempted to bet-
ter flesh out the model, but have stopped short of testing it out. Sattinger
studies the matching up of labour of various grades with Jjobs of various dif-
ficulty levels, relating "... wage differentials, and hence the distribution
of earnings, to the allocation of labour to the task" (1975, p. 459),

While Sattinger takes the grade of labour as given, Hirtog examines why
various grades of labour are found in the labour market. He argues that in-
dividuals are endowed with various capabilities, which can also be called
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basic skills, and that they combine them in various ways so as to supply a
given grade of labour. Depending on their various basic skills and on the
different combinations open to them, individuals will be able to supply one

- or more grade of labour, choosing to supply the grade of labour for which

the rewards are the highest.

__While no discussion of how individuals become endowed with basic capa-
bilities is found in the Tinbergen approach, it seems plausible that as in
the case of human capital, the choices of various agents are the relevant
factor. Hence, the Tinbergen framework does not replace the human capital
framework, but attempts to better model the importance of market forces in
explaining individual earnings. This formalizes what Mincer recognized when
he wrote that his earnings equation is “... a reduced form equatior in which
both demand conditions and supply responses determina the levels of invest-
ment in human capital, rates of return and time worked" (1974, p. 137).

No empirical studies have been made using explicitly the Tinbergen fra-
mework. However, the results of empirical studies of the ret:rns to human
capital can be, and should be, looked at with more attention paid to under-
lying demand factors.

1.2 The Economics of Language

, The study of language by economists is a recent phenomenon and, except
for Marschak's neglected article (1965), is the result of the interest shown
in explaining the differences in labour earnings of English-speaking and
French-speaking Canadians. This literature has grown in isolation from the
work of sociolinguistics and language planners, such as Josuah Fishman of
Yeshiva University, and has ignored the few attempts of that literature to
use economic analysis (Jernudd, 1971).

Contributjons to the literature on the economics of language are of two
types: theoretical contributions that attempt to model the role of language
in economic activity, and empirical contributions that look at the role of
language in explaining earnings differentials in Quebec. In general papers
fall in one category or the other and are therefore reviewed below the. ap-
propriate heading; when a paper makes a contribution to both parts of the
lTiterature, the appropriate items are reviewed under each heading.

1.2.1 The Models of Language and Economic Activity

Marschak (1965) was the first economist the author is aware of to exa-
mine language from an economic perspective. He argued that the most effi-
cient languages would survive through time and that, in general, those lan-
guages would be characterized by as short as possible a word being used, gi-
ven the amount of information to be transmitted. In other words, individuals
would minimize the time cost of information transmission. Marschak did not
discuss more precisely the role of language in various economic activities
and his work appears to have been neglected by all other authors in the field
of the economics of language.

The first author to explicitely put forward a model of the role of lan-
guage in economic activity was Migué (1970). His work on the labour market
can be seen as an attempt to provide an economic explanii*ion of the diffe-
rences in labour earnings between ethnic :groups in Quebec that were documented
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in the Report of the Royal Commission on Bilingualism and Biculturalism
(Canada, 1969).

7 Migué pointed ocut that the share of French-Canadians in top-level Jjobs
in Quebec was less than their share of the population and that this could

in part explain the differences in earnings. Migué then put forward a model
to explain the difference in access to top-level jobs; this model uses the
framework of the economics of information, first put forward by Stigler (1961).
Migué's argument is that since owners and top managers of many entreprises

in Quebec are Anglophones, Francophones wil] not be able to gain as easy an
access to top-level jobs as Anglophones, a result of less information being,
on average, available about them than about Anglophones to those responsible
for top-level hiring and promoting. This lack of information by top manare-
ment about Francophones is the result of both groups belonging to different
information networks. These networks are embodied in different schools, uni-
versities, and community organizations. As a result, Migué states that:

"Pour une productivité marginale par ailleurs &gale
entre le travailleur francophone et le travailleur
anglophone, ce dernier obtiendra 1'emploi car le
colt marginal de son recrutement en sera plus fai-
ble", (1970, p. 190).

Migué was the first economis. to put forward a model of the role of lan-
guage in one specific market, the labour market, His model is interesting
in that it stresses the role of information as a source of wage differentials.
However, Migué's model is one where language is treated as an ethnic attri-
bute which distinguishes available information networks while the role of
language as an input in the production process of firms is completely left
aside, so that, in a sense, firms are assumed to choose between Anglophones
and Francophones because of what they know about them and not because of
their language skills, given an equal endowment of other skills. This is
the major weakness in Migué's analysis. Another wiakness is that he does
not integrate his labour market into a model of the whole economy.

Two other models have been put forward that attempt to examine simulta-
neously the role of language in both labour and goods market. They were de-
veloped independently of each other by Hocevar (1975) and Breton and Miesz-
kowski (1975?; we shall first examine the work of Breton and Mieszkowski.
Their paper is divided in two main parts: the first looks at the theoretical
aspects of "the economics of bilingualism", while the second examines the
possible impact of the Official Language Act, passed in 1974 and better known
as Bi1l 22, on the Quebec economy. The first part of that paper is reprodu-
ced in the main in a more recent text (1977), with .only the discussion on the
choice by the firms of a language of internal communications being omitted.

In the goods market, Breton and Mieszkowski use a simple two-by-two stan-
dard international trade model, treating language as a barrier to trade, si-
milar to distance. They find that when traders learn a new language, there-
fore giving them access to a new market, then, if price differentials exig-
ted between the two markets, both language groups will benefit from trade if it
takes place. This is a standard trade theory result, which also holds in
a world where there are more than two language groups. However, in a multi-
language world, they argue that efficiency considerations will bring about
the emergence of a dominant trading language, usually that of the bigger or
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more powerful country.
Breton and Mieszkowski point out that there may be differences "... in

the language component of commodities' that enter into international trade"
(1975, p. 4) so that the knowledge of language required for trade varies,
depending on what goods are traded. They also point out that languages may
be dissimilar aid that the cost of learning a language will be greater when
the dissimilarity between the mother tongue and the language being learned 1is
greater, ' ‘

As to the impact of language choices on the labour market, Breton and
Mieszkowski argue that four factors explain the choice of the working language
of a firm, that choice affecting its demand for labour. They are the linguis-
tic origin of factor supplies, particularly labour, the weight of external and
internal transactions, the numbers of languages used in external communication
and the language component of the goods or services transacted. They do not
elaborate, however, as to the precise weights of these four factors in the choi-
ce of various firms, nor do they discuss why some individuals are bilingual,
and others ar. not, They do point out, however, that traders are bilinqual
because they made a conscious investment decision, given the trade opportuni-
ties, or because they were already bilingual before becoming traders. In that
case, a skill acquired for consumption purposes brings the individuals unex-
pected monetary returns. Finally, they point out that those individuals whose
mother tongue is the dominant language, either in international trade or as
the working language of firms, will reap gains alike those of seignorage.

The contribution of Breton and Mieszkowski to the economics of language
is an interesting one, particularly since it uses a general equilibrium ap-
proach in tackling the problem. However, it has some weaknesses. In the
goods market, the assumption that language is a barrier to trade is correct;
it fails, however, to take into account the role of language in the produc-
tion activities of households. To state that ",.. the more important is lan-
guage as a barrier to trade, the smaller will be the language component of
the goods that are exchanged between countries.,." (1975, p. 5) is misleading. -
That statement confuses the role of language in trade and the role of language
in the use of a product, Indeed, one is inclined to believe that it is the
language component of the goods, which "... is related to the extent to which
the instructions for the use of the product are important, to the nature of
the servicing and repair, and to other such factors..." (1975, p. 51), that
determines the amount of trade between two language groups, given the langua-
ge skills and the value of time of these two groups rather than the language
barrier to trade per se. The role of language in the home production process,
a fact not well recognized in the literature, will be discussed in greater
detail in the following chapter. )

When discussing the goods market, Breton and Mieszkowski implicitly as-
sumed that "... all internal communications within a firm located in a parti-
cular country are in the native tongue of the citizens of that country.,."
(1975, p. 15). They then argued that this may not be the case and that there
may be a link "... between the choice of language for foreign trade (external
communications) and the day to day operations of the firms ?interna] communi -
cations)..." (1975, p. 15). This emphasis on the language of trade leads the
authors to neglect the fact that both the ownership of a firm and ‘the langua-
ge of the production technologies that it uses are of importance in explaining
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its language choices. They also fail to point out the links between tfre
goods and labour markets, but they state that the absolute size of various
language groups may explain why one language is dominant. This fails to take
into account differences in purchasing power between various language groups.

Finally let us note that Breton has taken up the same argument found in
the papers examined above in a more recent paper (Breton, 1978). In that
paper, he also points out explicitly that language is a form of human capi-
tal. He also argues in that paper that, as one goes up the hierarchy of a
firm, one must master even more correctly than before the language used in
the firm.

Hocevar's model is the only other one in the literature on the economics
of Tanguage where a general equilibrium approach is used in an attempt to in-
tegrate language in economic activities. Indeed, he attempts to explicitly
link goods and labour markets in an economy made up of two language groups,
the Y-speaking majority and the X-speaking minority.

In the goods markets, Hocevar assumes that on the demand side "... the
speaker of language X will prefer the X-language specific product, Ax, over
the Y-language specific product, Ay ..." (1975, p. 339). Such a preference

will, in Hocevar's model, result in the X-speaking individual choosing the

Ax good only if Ax is priced at a level equal or lower than Ay. On the sup-
Ply side he examines under what conditions either Ax or Ay or both will be

produced., Two cases arise: first, if economies of scales are important in
the production of A and if the size of the Tanguage groups is such that eco-
nomies of scales cannot be attained in the production of Ax, then Ax will be
cestlier than Ay, which in Hocevar's model means that it will not be demanded.
The second case is the one where firms must use a production technology with
indivisibilities; then it is quite possible that some firms will have excess
capacity, given the size of the Y-speaking market, and that they will be wil-
ling to produce the Ax good as Tong as by doing so they can cover their va-
riable costs and a part of their fixed costs. Finally, Hocevar argues that in
the case of public goods, the level of production of minority public goods
depends not only on what they cost, but also on the political arrangements

in a given country, and on the degree of interdependence between the utility
functions of the members of the X and Y groups. If Y-individuals are wil-
Ting to accept only a limited production of X-language public goods, this

will influence the level actually produced.

Hocevar studies not only the Tabour market but also the capital market
when he examines the role of language in the demand for and supply of factors,
He is the only author to do so. For both factors he argues that

"... minority-specific market demand and the provision
of minority-specific publ‘c services taken together
determine the demand for factors specialized in mino-
rity-specific production" (1975, p. 347).

He is careful to point out, however, that:

"The exact factor proportions will depend in each case
upon the importance of linguistically specific proces-
ses in the total production prozess and upon relative

prices of the two linguistically specialized factors"

(1975, p. 349),
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In the case of labour, Hocevar argues that, since demand for a given
grade of labour is differentiated Tinguistically, there is no reason why
two individuals endowed with the same amount of human capital, except for
their language knowledge, should receive the same wage. Differences in wages,
if they exist, will depend on the difference in demand for the language speci-
fic goods, which leads to a difference in the derived demand for labour, and
on the difference in the supply of various grades of labour by both language
communities,

In the case of capital, Hocevar states that:

"... with the exception of a few physical assets,

capital per se can be considered as linguistical-

Ty neutral" {1975, p. 352).

He argues, however, that Y-controlled capital may not be forthcoming to

X entrepreneurs, because there are problems in the flow of information bet-
ween the two groups, or because Y capitalists have preference functions.such
that they do not wish to see X-type goods offered. This does not mean, how-
ever, that Y employers are not :

"... perfectly happy to hire minority specialized
labour at th: wage paid the majority labor, provi-
ded job requirements are linguistically neutral,
The latter, inciderntally, is more likely to be the

- case in low-paying jobs than in managerial posi-
tions" (1975, p. 353).

Indeed, he expects to find linguistic segregation within firms with some pro-
duction units made up of members of the minority group and others made up of
members of the majority group.

Hocevar's model is a fairly complete model of the role of language in
economic activity and it points out several interesting results, In particu-
lar the explanations of differences in the mean earnings of Tanguage groups
as being the result of differences in tke demand for and supply of a specific
language skill is an interesting result, Up to now empirical studies of
earnings differential have, as it is shown in the following pages, relied
heavily on discrimination, statistical or real; as an explanation of earnings
differences. Hocevar's result offers an alternative explanation. However,
some weaknesses remain as the following comments indicate.

In the goods market, Hocevar implicitly assumes either that language is
irrelevant in the acquisition and consumption process of goods or that all
ihdividuals in the minority group are fully bilinguzl. Such an assumption
must have been made to obtain as a result that individuals of the X-Tanguage
group will prefer X-goods if and only if they are no more expensive than ,
Y-goods. Indeed, such a preference is really no preference at all since there
is no cost to exercising it. However, as it will be argued in Chapter II,
even if X-individuals have no true preference for X-goods they should still
be prepared to pay move for X-goods than for Y-goods if they are not fully
bilingual since consuning Y rather than X goods requires a greater input of
time,

In the labour market, Hocevar assumes that trie production of minority
goods requires minority factors. The reason for this is not spelled out but
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presumably it is the case that a knowledge of the minority language is re-
quired. However, if Y. firms produce the X product, it may be the case that

X individuals must be bilingual to work with them but that Y individuals need
not be bilingual. This is not examined by Hocevar, nor is there any discus-
sion as to the link between the degree of bilingualism and the access it_gi-
ves to various occupations.

In the capital market, Hocevar assumes that there are very few cases
vhere physical capital has a linguistic’ content. This seems a difficult posi-
tion to maintain when the importance of instructions, repair manuals and main-
tenance manuals in using physical capital is taken into account. After all,
even engraved instructions are often important in the operaticn of equipment
and machinery,

AT1 of the criticism levied above are on specific parts of the model.
A more general criticism is that Hocevar equates numerical minority with eco-
nomic and political minority. A more general model would take that into
account and would also examine the importance for a given minority group of
the degree of usage of jte Tanguage in the world economy. This foint was
brought up by Breton and Mieszkowski and is a valid one since economies of
scale on a world level may also be a relevant factor in explaining the pro-
duction of language specific goods. Finally, Hocevar does not examine the
decisions of individuals to .invest in different Tanguages, a decision that
can be looked at through the human capital framework.

1.2.2 Some Explanations of the Difference in Eernings between Language Groups
in Quebec E B

Only one of the three theoretical models described above, that of Migué,

has been submitted to any kind of empirical test. However, other explanations
have been offered of the differences in income between Tanguage groups in
Quebec. In this part of the chapter, these attempts are reviewed.

Empirical studies of the role of language in the Quebec labour market can
be classified as descriptive or analytical with the studies examining diffe-
rences in earnings, access to occupations and use of French and English in
the workplace. Some of the descriptive studies will be used later on in this
thesis when a more complete description of the language dimension of the Que-
bec economy is undertaken. For now the results of analytical studies of
earnings differences between French and English-speaking Quebeckers are re-
ported. ~All1 of these studies deal with.income difference for the period
1960-1970. In the entire period, roughly eighty percent of the population of
Quebec was French-speaking, the majority unilingual; 1in the Montreal area,
about sixty-five percent of the population was French-speaking. In 1960 En-
glish-speaking Quebeckers, Anglophones, earned on average about fifty percent
more than French-speaking Quebeckers, Francophones; in 1970, the gross dif-
ference was thirty percent (Vaillancourt, 1978)..

The first analysis, and indeed documentation (1), of differences in the
Tabour earnings of Anglophones and Francophones in Quebec was made by three
economists working for the Royal Commission on Bilingualism and Bicultura-
lism in the late sixties. The broad outline of thejr results is found 1in
the final report of that Commission but their work as such was never published.
An unpublished document is available in various university libraries but
even it does not contain all the empirical work carried out. As a result,
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it is impossible to review or criticize that study. What will be reported
are the results found in the final report of the Commission. _

In the report of the Royal Commission on Bilingualism and Biculturalism,
the results of two regression analyses, carried out using 1961 Census data,
are reported. In the first analysis, the earnings of members of specific
profzssions, such as doctors and engineers, residing in the Montreal area in
1967 were analysed. 'The amount of earnings was the dependent variable in the
regression equation and age, ethnic origin, and education in the case of en-
gineers, were the independent variable; having examincd the resultsgof the -
analysis, the authors of the report state that ".., ethnicity is nof an im-
portant cause of income differences among clearly defined professions"
(Canada, 1969, p. 68). :

In the second analysis, the earnings of a group of 100,000 males resi-
ding in the Montreal area in 1961 were analysed. The actual amount of
earnings was the dependent variable in a regression analysis with age, edu-
cation, occupation, ihdustry, period of immigration, bilingualism and ethni-
city as independent variables. The analysis led the Commission to conclude
that "... individual bilingualism by itself does not at present necessarily
result in any economic reward..." and that there are "... two major income
categories, one ircluding Canadians of English-Scottish, Irish and Northern
European origin, where ethnicity increases average earnings, and the other,
including Canadians of French, Italian, Eastern European and other origins
where ethnicity reduces average earnings" (Canada, 1969, p. 75, 77). Hence,
the conclusion that age and occupation are the most important factors in
explaining individual earnings and that "... bilingualism, period of immigra-
tion, and the factors related to ethnicity have a secondary although still
significant influence. These are the results of a purely statistical ana-
lysis..." (Canada, 1969, p. 78). The results of the analysis show that
Quebeckers of English-Scecttish origin earn dlmost twenty percent more than
French-Canadians. This is the difference in "... the average wage and sa-
lary which is attributable to ethnic origin, all other factors being held
constant..." (Canada, 1969, p. 77).

The work done by Messrs Raynauld, Marion, and Beland 7Tor the Royal Com-
mission on Bilingualism and Biculturalism is the first empirical study that
attempts to explain labour earnings differentiais between language groups in
the Quebec labour market. It is therefore unfortunate that such basic infor-
mation as t-statistics and R%s are not available for analysis and comment.
Still, one can note that no economic model is offered as an explanation of
the results found in the analysis.

Two of the researchers of the Royal Commission on Bilingualism and Bi-
culturalism did attempt to provide, later on, some economic explanation of
the differences in labour earnings they had observed. Raynauld and Marion
(1972) choose to use a discrimination framework and, having divided the Que-
be:: economy into two sectors, English (E) and French (F), they calculate the

~ capital and labour belonging to each community. They then enter these pro-

portions in a Becker-like discrimination model, calculate the expected dif-
ference between the total earnings of both ethnic groups, and compare it

with the observed difference. They found that, while E capitalists were not
witholding enough capital from the F sector so as to truly maximize the to-
tal income of the E groups, the observed differential in income was compatible
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with plausible values for a Becker-1ike model.

" Raynauld and Marion manipulate correctly the Becker model, but their
choice of it to explain labour earnings differentials in Quebec is surpri-
sing, since Becker's model is appropriate when the capital and the workers
of each group are of the same quality. In Quebec, the Royal Commission on
Bilingualism and Biculturalism established that Francophones are less educated
than Anglophones (Canada, 1969, p. 28). Hence using a model that assumes the
contrary seems somewhat inappropriate: indeed, Raynauld and Marion will -point
to this lack of homogeneity of labour as an explanation of their failure to
expéain fully the differences in earnings between the two main language groups
in Quebec.

Raynauld and Marion also point out, but do not explain why there is a
.+ concentration de groupes ethniques dans certaines catégories profession-
nelles. Cette viscosité des groupes occupationnels résulte de la complémen-
tarité qui existe entre le capital et le travail appartenant a un méme grou-
pe ethnique"  (Raynauld and Marion, 1972, p. 16). Such a phenomenon is pre-
dicted by Hocevar's model which states that capitalists prefer dealing with
managers of their own language group (Hocevar, 1975).

+ As indicated above, another possible explanation of differences in
earnings between language groups is that members of both groups do not belong
to the same information network. This explanation was put forward by Migue,
who then attempted to test it. He argues that, for a given occupation, his
model predicts that the dispersion of wages would be higher in Quebec than in
Ontario. This is the result of firms not being so well informed about employees
in Quebec as in Ontario, and therefore hiring Francophones over a broader pay
scale since they are less sure of their capacities. Migué uses data from the
Pay Research Bureau and indeed finds a greater dispersion in Quebec than in
Ontario for at Teast some occupations, a result somewhat at odds with the pre-
dictions of the theory (Spence, 1974),.but-one tha: supports his predictions.

Migué's test of his model is not conclusive, however, since he neglects
to control for differences in the industrial structure and in the educational
attainment of the workers of the two provinces. Differences in these two fac-
tors, rather than the existence of two information network in Quebec and one
in Ontario, could explain the differences in wage dispersion., His idea is an
interesting one, however, which should not be dismissed for lack of an ade-
quate empirical test. ~ '

The three studies reviewed above are the only completed studies on diffe-
rences in labour earnings in Quebec between language groups. There is work
currently being done at the Economic Council of Canada by Mr Boulet; that
work is a remake of the work of Messrs Raynault, Marion and Beland. Boulet
examines the earnings of males for the Montreal area for 1960 and 1970 using
actual earnings as his dependent variable and age, education, weeks worked,
occupation, period of immigration, marital status, mother tongue and bilin-
gualism as explanatory factors. ‘

To summarize, the only empirical study that specifically examines the

impact of ethnicity on the earnings of Quebeckers was carried out with Tittle
thought given to the appropriate model of the economic role of language. It
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used a rather weak human capital equation, where age, rather than age correc-
ted by years of schooling, is the experience variable, where experience squared
is missing, where weeks worked are missing and where language is équated with
ethnicity. In general, emp1r1ca1 studies of the role of language in the de-
termination of the economic status of individuals in a bilingual economy are
not numerous, do not make use of the kncw]edge gained in empirical studies
(Mincer, 1974) of {he role of human cap1ta] in explaining labour earnings,

and do not draw extensively on the ex*.:ting theoretical models of the role

of language in an economy.

Given this state of the literature on the economics of language, it seems
appropriate in the fa]]cw:ng chapters to put forward a more complete analysis
of the role of language in an economy, to then pvt forwa:rd a theoretical fra-
mework which can be used as an underpinning for an earnings equation where
language enters and to submit, as much as possible, that equation to an.em-
pirical cest. The first two points are carried out, drawing on both the lite-
rature on earnings determination and the literature on the economics of lan-
guage, in the next chapter.
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CHAPTER 11

EARNINGS IN A BILINGUAL ECONOMY

In Chapter I, it was shown that detailed theoretical explanatinns have

been offered as to the 1ink between the usual forms of human capital, such
as education and experience, and individual earnings, as well as between dis-

rimination and earnings, but that no such detailed exp]anation has been put
fowward as to the 1ink between language and labour earnings. The reason for
this is that the attempts to provide a theoretical framework that is useful
in understanding the role of language in economic activity lack a clear un-
derstanding of the nature of language and a good analysis of the language
choices of micro-economic agents.

While it is not the goal of this thesis to develop a formal model of
the role of language in economic activity, it is necessary to put forward
a sound theoretical framework that will allow us to better understand the
role of language in the determination of individual earnings. This is done
in the first part of the chap.er, using existina models of the behavior of
individuals and firms. So, after a discussion on the nature of language,
the first part of this chapter is given over, first to the discussion of the
1anguage choices of individuals as consumers and workers, then to a discus-
s1on Qf the 1anguage LhD1CES o¥ f1rm5 as prgducers nf gﬂcds and serv1ces and

eccnomy Th1s must be done if the 1mpart of 1anguage on labour éawﬂwngs, “the
relationship that is the specific obdgct of study in this thesis, is tc be
established. Once this relationship is established, it is integrated, in the
second part of this chapter, in a more crmplete model of individual earnings
determination that draws on the theoretical models highlighted in Chapter I

I1.1 A Theoretical Discussion of the Economic Role of Language

IT.1.1 The Nature of Language

It would be somewhat presumptuous for aconomists to define language ab
initio given the amount of research done on language by, amonast other, an-
thropologists, linguists, and phiiosophers., A qeneral]y accepted definition

“is ",.. a distinctively human system of communic.'ion based on oral sym-

bols..." (Spencer 1964). Such a definition brings out the fact that language
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is a mean of communicating information between individuals. Here, it is
assumed that the languages used by individuals are a system of both vocal

and written symbols, and that they are complete, in that each real world
situation can be described in it. This is an important condition; it pre-
cludes the situation where an individual, having to choose between two lan-
guages, chooses one of them because it is more useful strictly from a com-
munication point of view. In other words, it is assumed in this analysis

of the role of Tanguage in economic activity that one language is not intrin-
sically superior to the other,

In this analysis of the economic role of language, it is also assumed
that individuals have a minimum level of fluency in their mother tongue and
in any other language they may know. However, the minimum level of fluency
of an individual in his mother tongue is assumed to be higher than his mini-
mum level of fluency in a secend language. Furthermore it is assumed that,
on average, individuals who are of the X-mother tongue are more fluent in
the X-Tanguage than individuals of another mother tongue who Tearned the
X-language as a second language.

Given the nature of language, and given the definition of general human

capital (BEecker, 1964), it seems appropriate to state that language is a form
of general human capital since it is a skill whose acquisition will bring an
individual consumption or investment benefits, or both. For example, a know-
ledge of language is required for the consumption per se of such cultural
goods as novels, poems or songs; it is also combined with goods and time to
permit the consumption of goods, such as meals cooked using recipes. As to
investment benefits, language is often used by individuals to provide their
services to their employers in exchange of wages. Finally, it is also used

by individuals to acquire other human capital, such as education and on-:the-
job training. '

While all the languages known by an individual are part of his stock of
hunan capital, one of them, his mother tongue, plays a second role in the
individual's 1ife since it contributes in defining his ethnic group. By
ethnic group is meant "... a social group which, within a larger cultural and
social system, claims or is accorded a special status in terms of a complex
of traits..., prominent among them are those drawn from the religious and
Tinguistic characteristics of the social group, the distinctive skin pigmen-
tation of its members, their national or geographic origins or those of their
forebears..." (1)  (Tumin, 1964). The relative importance of these factors
will, of course, vary across societies. However, the mother tongue of an
individual is usually closely linked to the values, norms, and customs which
determine the ethnic background of an individual; as Hocevar puts it, there
is “... a correspondence between linguistic identity and other cultural ele-
ments". (Hocevar, 1975b, p. 31). While both the contribution to his human
capital and the contribution to his ethnicity of his mother tongue have an
independent impact on an individual's earnings, they also have a combined
impact since they jointly. influence the nature of his information network.
Individuals will associate themselves with other members of their ethnic
group because they can converse more easily with them than with members of
other ethnic groups and because they share common values. Their greater base
of communication is the result of their mastery of a common language capital,
their mother tongue, that is greater than their mastery of other languages,
whiie their common values are the result of their belonging to the same ethnic
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group, a group defined in part by their mother tongue. Migué, when he exa-
mined the role of information networks in explaining individual earnings,
referred mainly to ethnicity as the determinant of information networks
(Migué, 1970) and neglected the role of linguistic human capital.

~ The fact that Tanguage can be both a form of human capital and a deter-
minant of =thnicity has not been generally acknowledged in the literature on
the economic$ of language. Both Migué (1970) and Raynauld and Marion (1972)
treat language as an ethnic characteristic while Breton and Mieszkowski (1975)
and Breton (1972) treat it as a type of human capital, useful in the purchase
of goods and in the accomplishment of work related tasks. As to Hocevar (1975),
he treats language as an ethnic characteristic of goods and as a type of human
capital useful in work-related activities. In other words, none of these au-
thors recognizes that language is general human capital that, depending on
market forces, can bring a return when used in such activities as consumption,
investment and work. Indeed, it is necessary for individuals in most activi-
ties to master a language so as to be able to sell their other skills to em-
ployers. It must also be recognized that, while all the languages known by
an individual are part of his human capital, his mother tongue is also linked
to his ethnicity: hence his mother tongue has two effects, possibly of oppo-
site signs, on his earnings while his knowledge of other languages cannot
reduce his earnings but need not increase them.

The mechanism of acquisition cf languages by individuals is similar to
that of other types of human capital; that is, parents, society, and indi-
viduals all have an impact on their stock of Tanguage capital at a given point
in time. The mother tongue of an individual is chosen by his parents who may
also decide to have him learn other languages either during his school years
or possibly before them. The choice of a mother tongue for a child will of
. course be limited by the parents' language skills since it must be a language
that at least one and generally both parents understand. However, other lan-
guages may be acquired by private lessons or through playing with friends.

The reason for the parents choosing one mother tongue rather than another, if
they have the choice, or having their child learn a second language in his
youth, will not be explored here, but, presumably, both pride in their ethnic
heritage and economic motivations will affect their choice. Whatever thé mo-
tive, they will choose a mother tongue and possibly other languages with which
to endow their child, :

Society will also play a role in determining the languages known by a
child. The Tanguage used for teaching purposes throughout the period of com-
pulsory schooling will have to be known by him; it may be his mother tongue,
another language he knows, or a language he has not learned in childhood. He
may also acquire other languages, through compulsory or elective courses. As
a result of this, an individual reaches adulthood endowed with at least one
language, in most cases his mother tongue (2), and possibly one or more other
Janguages.

Individuals can decide to let depreciate, maintain or add to the stock of
language they entered adulthood with, If some Tanguages learned during child-
hood bring no economic rewards because there are no consumption activities or
employment opportunities where they are used, then individuals ‘may cease using
them, which can lead to the decay of that language (Breton, 1978). More Tikely
is that individuals will maintain, either because of inertia or because of
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non-economic motivations, languages they already know and will learn others.
The criterion for choosing a specific language amongst various types of pos-
sible investment is assumed to be the usual cne, that is the maximization

of present value; either consumption or investment benefits can bring this
about. Indeed, Tanguage may be a useful asset in giving access to new mar-
kets for both goods and labour. In that case, language is somewhat akin to
migration in enhancing employment opportunities with linguistic mobility re-
placing geographic mobility in societies where at least two languages are
commonly used.

So language, as human capital, will bring positive or at worst zero be-
nefit to individuals. In general, investments made by individuals on their
own free will should bring positive benefits which can manifest themselves
through higher earnings. This does not mean, however, that the mother ton-
gue of an individual, in its role as an ethnic determinant, cannot have a
negative impact on an individual's earnings. This would be the case if that
ethnic group was discriminated against (Becker, 1957), if ethnicity was used
as a screening mechanism (Arrow, 1972), or if ethnicity, as argued above,
implied that individuals belong to a different information network so that
there is a real cost to firms wishing to hire them (Migué, 1970).

The role of Tlanguage in both the goods and labour markets and, more
specifically, its impact on earnings will be discussed in the following parts
of this chapter. It will be determined by such factors as the absolute size
of a Tinguistic group in a given labour market and in the surrounding mar-
kets, by the customs and laws regarding the usage of language in a society,
by other market forces such as the origin of technology or managerial know-
ledge, and by the preferences of individuals in their role as consumers,
workers, and entrepreneurs.

In the discussion of the role of Tanguage in economic activity, it will
be assumed that individuals choose to use their mother tongue in various eco-
nomic activities. Two assumptions can be made that explain thiz behaviour.
The first is that they have a pure preference for doing so: that means that
they are willing to pay more, everything else being equal, for goods in thair
own language and are also willing to earn less, everything else being equal,
for working in their own language. In other words members of different ethnic
groups have utility functions such that they prefer using their mother tongue
rather than any other language, even if fully bilingual.

The second assumption that can explain the choice by individuals of theijr
mother tongue is, as was argued above, that they are more fluent in that lan-
guage. In other words most individuals, even if they are bilingual, still
master best their mother tongue (3); only in rare cases of full bilingualism
would individuals master equally well a second language. This assumption
seems reasonable since one's mother tongue is the first Tanguage learned and
since it is normally used quite extensively in the child's early years. This
means that his experience with, and knowledge of, his mother tongue will be
greater than his stock of knowledge'of other languages. The individual will
then, by using his mother tongue, use less time to convey information with
precisicn, and do so with a Tesser likelihood of error and possible embarrass-
ment. Indeed individuals, unless they are quite fluent in their second lan-
guage, will normally first think out their sentences in their mother tongue,
translate it in their mind, and then say it out loud: this will necessarily
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take more time than using directly one's mother tongue. Also, and this again
depends on the fluency of an individual in his second language, when an indi-
vidual uses a second language, some of the nuances that he wishes to convay
or comprehend may be lost. Finally, again depending on his level of 'fluency
in his second language, the possibility of embarrassment to an individual as
a result of not using the proper word increases when he is not using his mo-
ther tongue.

~ Given that individuals choose to use their mother tongue, the impact of
such a choice in both the goods and labour market will be studizd next. To
facilitate the discussion, we shall first examine the behaviour of individuals,
then the behaviour ot firms, and finally we shall see how they interact in a
market framework, with particular attention given to the labour market.

11.1.2 The ‘Choices of Individuals: the Goods Market

In this section, tha choice of goods by individuals is examined. The
reason for examining the goods market, when the main focus of this thesis is
on the labour market, is that the demand for labour is a derived demand, de-
perdent on the demand for goods. Hence, it is necessary to examine the im-
pact of language on the demand for goods so as to understand the demand for |
labour according to their Tanguage skills,

Before starting the analysis of the goods market, let us note, however,
that in the theoretical framework row being assembled, it is assumed that
there is no interdependence between the utility functions 6f individuals.
Hence individuals make decisions taking into account only their impact on
their own consumption and investment. Relaxing this assumption would simply
make the analysis more complex, but would provide little additional insight
in the role of language in individual decisions.

A perusal of the various microeconomic models of choice in the goods
markets leads us to examine two of those as possibly useful in helping us
understand the role of language in consumer choices. The first is the charac-
teristics model put forward by Lancaster (1966). In that model individuals
are assumed to demand characteristics rather than goods per se, with goods
assumed to embody various characteristics. Hence, each good is a bundle of
characteristics that is demanded for those characteristics. In such a frame-
work, the language that a good is available in can be seen as a characteris-
tic of that good, so thzt, for example, identical cans of soup.could be con-
sidered to differ if their labels were in different languages. If indivi-
duals have a preference for using a language and not another, some goods
would be demanded by some individuals but not by others,

The second model referred to above is the Z-commodity model, first put
torward by Becker (1965j. In that model, both goods purchased in the market
and time are used by individuals as inputs in the production of Z-commodi-
ties, chosen according to the individual's preferences. Since the amount of
time used in the production of Z-commodities is partly spent learning how to
use the market goods, and since language is one of the most common means of
conveying such information, it seems plausible that the time spent by an in-
dividual in producing Z-commodities, using a given set of goods, depends in
part on the language those goods are available in and on his Tanguage skills.

In this analysis of the role of Tanguage in the consumption activities
of individuals, the Z-commodities framework is used since it is less restric-
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tive to assume that individuals put a positive value on time, and that they
therefore will prefer to use their mother tongue, the language they are most
fluent in, rather than a second Tanguage in consumption activities, than to
assume that they exhibit a pure preference for their mother tongue. Indeed,
in the analysis of the behaviour of the various economic agents, it will be
argued that a sufficient condition for them to prefer using their mother
tongue rather than a second language is that they are not fully bilingual
and simultaneously that their time has a positive market value.

Here it must be pointed out that not only the time loss that results
from having to read in a second language the instructions on the use of a
good but also the time loss that results from an error happening as the result
of using a second language must be taken into account. Errors may mean that
the good being used in the production of the Z-commodity is damaged or des-
troyed or that the Z-commodity cannot be produced or both. 1In both cases,
time must be spent, either to earn anew the price of the input inte the Z-com-
modity or to repeat the production process.

The explicit recognition of the role of Tanguage in the production cf
Z-commodities, a role that vesults from the fact that Tanguage is used to
carry information, is not found elsewhere in the Titerature. Becker (1965)
does write, however, that environmental variables such as education can in-
crease the productivity of households by making them better at producing
Z-commodities. It could be argued that language is, in this case, a variable
analcgous to education in that an increase of an individual's fluency will
increase the productivity of his time in some of his consumption activities.

The following two hypotheses can be seen as summarizing the role of lan-
guage in a Z-commodity framework.

- The less they are fluent in language X, the greater the amount of time
it will take individuals to use, as an input in the production cf Z-commodi-
ties, a good that requires, to be used, a given amount of information in lan-
guage X,

- For given levels of fluency in various languages, individuals will give
a greater importance to the language a good is available in, the greater the
amount of information required to use that good and the greater the market
value of their time.

From the discussion above, it can be summarized that individuals will
be willing to pay more for goods available in their mother tongue than for
goods available in other languages. What now remains to be defined is the
concept of availability in a language. A good will be said to be partly or
fully available in a language if the information needed to use that good in
the production of Z-commodities is partly or fully accessibls to the customer
in that language. , ’

Amongst the determinants of accessibility are advertising, used to inform
the consumer as to the existence of goods and services, and as to their avai-
Tability for a given price in a given location at a given time; labelling,
used to describe the product, both in terms of its make up and of its possi-
ble usage; and operating instructions and warranties, used to indicate to
the customer how to use and care for a product. The importance of those va-
rious determinants in defining tiie availability of a good will vary with the
nature of the good. For example warranties are more important the greater
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the value and the longer the expected 1life of a goud while the importance of
operating instructions will be greater the more complex is the use of a good.

Also of importance in determining the availabitily of 3 good is the lan-
guage used by salespeopie in supplying it to the consumer and the language
that after-sales service is available in. Salespeople can be either substi-
tutes or complements to written instructions available in only one language.
As complements they play their usual role, but as substitutes they increase
the availability of goods in languages other than thuse of their written ins-
tructions. It will be assumed that, since consumers have imperfect memories,
the greater the amount of information needed to use a good and the more dura-
ble a good, the less Tikely it is that salespeople can make it available in
a language different from thosa of its written instruction. As to the lan-
auage of after-sales service, the longer lived a good is, the more important
it is in determining the language of availability. _

While the discussion carried out above was only for goods, its results
generalize to the case of services since the consumption of services is also
dependent on an exchange of information between consumers and service-people,
Once more, it is plausible that individuals will want to use their mother
tongue given that they value their time and are more fluent in that Tanguage
than in any other. Indeed, in the case of some services, individuals will
attach a great weight to being well understood since errors in conversations
with doctors, lawyers, and bankers can be very costly.

S0, it seems reasonable to assume that individuals prefer to purchase
goods and servicas, private or public, available in their mother tongue (4).
The strength of this preference can be measured by how much more they are
prepared to pay for goods available in their mother tongue, the M-language,
rather than for otherwise similar goods available in a second language, the
S-tongue. This differential will be greater the greater the difference in
fluency in the two languages, the greater the importance of information in
the use of that good, and the greater the market value of the time of the
individuals concerned. i

In general, if M goods are less expensive than S goods, they will be the
only goods purchased by M individuals. If they are the same price, perfec-
tly bilingual M individuals may buy S goods while others would still buy M
goods. However, Hocevar (1975) would argue that in such a case M individuals
buy M goods; this presumably implies some kind of pure linguistic preferen-
ce. Finally, if M goods are more expensive, then the decision of each indi-
vidual depends on the three factors outlined above.

So in a'society where individuals are more fluent in their mother tongue
than in other languages and where an individual's time nas a positive market
value, a Z-commodity framework helps explain why individuals prefer purcha-
sing goods available in their mother tongue. This means that it is not ne-
cessary to assume that individuals have a pure preference for their mother
tongue as a means of communications in order to explain the usual behaviour
of consumers in a bilingual society. However, this does not mean that in
some cases such a pure preference is not also at work, adding additional
strength to the choices resulting from the minimization of time costs.
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1.1.3 The Choices of Individuals: the Labour Market

In the case of the choice of employment by individuals, it is assumed
that individuals make a choice between leisure and work, given the usual
budget constraint and that they want to attain the highest possible level of
utility. If employers pay individuals according to the value of their mar-
ginal product, individuals must then choose the job where they are the most
productive if they want to be on the rightmost budget constraint accessible
to them. Such a model of remuneration according to the value of marginal pro-
ductivity provides, with appropriate caveats, a useful explanation of the
economic behaviour of agents in the Tabour market,

Since individuals are looking for employment that maximizes the value of
their marginal productivity, and therefore of their wages, it seems reason-
able to assume that they will seek employment where they can work using their
mother tongue, the language they are, by assumpticn, most fluent in. They
will make such a choice since the greater their fluency in the language needed
to carry out a given task, the smaller the amount of the time needed to carry
it out and the Tesser the likelihood of mistakes on the job. Of course, the
smaller the importance of information flows, the smaller the importance of
language in determining the marginal productivity of employees in carrying
out a given task. Hence, in some jobs, such as those of labourers, an in-
dividual's language skills have Tittle impact on his productivity while in
other jobs, such as those of acccuntants or lawyers, they are quite impor-
tant in determining his productivity. Indeed, language can be seen as the
tool used by individuals tc make available on the market some of their abi-
Tities; for example, the ability to type, or the ability to read blueprints,
14 made available to employers through a language. This makes laaguage an
‘mportant skill to master since, without it, many of the skills an individual
is endowed with would not command a return on the market since they would not
be available to 2mployers. Such a recognition of the role of language in pro-
duction activities is not found explicitly in the literature, although re-
ference is often made to the importance of the coordination of production
factors (Alchian .and Demsatz, 1972). )

Since it has been assumed that individuals are more fluent in their
mother tongue than in other languages, they will prefer (5) working in that
language. It must be shown, however, why a Tanguage can be said to be a
multi-dimensional characteristic of a given task. Instructions may have to
be given or may have to be received, such instructions’being either oral or
written; hence each task will require various amount;ﬁof listening, reading,
speaking and writing and is characterized by the amounts required. Hence,
the capacity of an individual to carry out a specific, task will depend not
only on his general fluency in a language but also onihis fluency in a spe-
cific type of communication, For exemple, labourers must be able to receive
oral instructions, that is to listen:accountants must be able to.assimilate
written material, that is to read.

If individuals cannot find employment in their mé%her tongue because firms
do not have such jobs available, then M-speaking individuals will either take
a job in the S-Tanguage for which they do have thé required non-language human
capital, and be paid less than S individuals-endowed with the same amount of
non-lariguage capital, or they will take a jbb for which they have, in some
sense, more non-language human capital.than needed, .and be paid the same wage
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as S individuais who carry out the same task with less non-language human
capital. In the second case, it would mean that M individuals are over-
educated or over-experienced for the jobs they hold; such a situation was
hypothesized by Hocevar (1975), as a possible outcome of interactions in the
labour market of a bilingual economy. In the first case, it would mean that
M individuals earn a lower rate of return on their non-language human capital
than S individuals. In both cases, differences in iarginzl productivity,
brought about by the lower fluency of M individuals in the S language, rather
than discrimination, explain the observed lower earnings or lower level occu-
pations of M individuals. One should be careful, however, not to interpret
the results outlined above as saying that M individuals, who work in the S
language, necessarily earn less than S individuals. One must be aware:that
the statements found above with respect to wage differences hold only when
individuals are andowed with the same amount of non-language human capital
and ability.

50, in a labour market, where individuals are maximizing their utility
with the usual income leisure trade-off assumed, and where firms pay indivi-
duals according to the value of their marginal product, individuals will pre-
fer working in their mother tongue since they are more productive doing so.
However, if individuals can find a job in a second language which, because
of demand conditions, allows them to earn more than when working in their
mother tongue, they may choose it. But, for a given level of skills associa-
fot with a given amount of physical capital, individuals are in general more
prcductive working in the lancuage they master best.,

11.1.4 The Language Choice of Firms

~ This section examines how language affects the behaviour of firms in both
the goods and labour market. To facilitate the discussion, a distinction is
made between the language of external communications and the language of in-
ternal communications. Such a distinction is a natural one to firms, as Mor-
rison (1971) and Breton and Mieszkowski (1975) have shown, and is also a re-
levant one since the language of external communications is linked to the
firm’s behaviour on the goods market, while the language of internal communi-
cations will determine in part the skills it requires from its employees. The
Tanguage of external communications is the language of sales, that is the lan-
guage used by firms tc make their products available to the consumer, that is
the Tlanguage of labels, operatjng instructions, and so on; while the lancuage
of internal communications is the language of operations, that is, the lan-
guage used by the entrepreneur or his delegates to coordinate production.
While individuals were assumed to maximize utility through their choice in both
goods and labour markets, firms are assumed to maximize profits.

In the following discussion, it is also assumed to simplify matters that
the choice of a linguage of sales and of a language of operations can be se-
parated. Strictly speaking this is not the case since the sales activities
of a firm are part of its production activities in the same manner as the
work performed on the production line or in the head office. However, sales
activities, which include not only sales as such but also activities Tike
biTling and distribution, are different from other activities of the firm sin-
ce they represent the link between the firm and its customers. Hence, the
language of sales differs from th: language of other operations since it is
used fer external communications while the Tanquage of other activities is
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used for internal activities. Such a distinction i5 probably more valid for
consumer goods (individuals use English. to buy cars manufactured in Japa-
nese) than for producer goods where the client may often want to interact
with the engineer responsible for the production of the good. Finally, it
s assumed that producers deal directly witk their consumers so as to avoid
the need of repeating a similar analysis for each step of the distribution
process. The cheice of a language of sales, given a language of operations,
is discussed first.

~In this discussion of the choice of the language of sales, it is assumed
that firms are selling their product in an economy, where individuals have
either £ or F as their mother tonque, with most of thein not perfectly bilin-
gual. Firms must then decide if they want to incur the costs of making their
goods available in either the E, the F, or both languages. Such a decision
presumably depends on the profits (6) to be had from.the various choices.

To simplify the discussion let us assume that firm Y along with other
firms sells its brand of a product, brand Y, at the market price only in the
E language. That firm then decides to review its marketing strategy and to
examine if it should also supply the product in the F Tanguage using either
bilingual labels, or two sets of unilingual labels, or if it should not do so.
Since the Y firm will need to incur some costs to make its product available
in the F language, it will consider doing so. if F individuals are willing to
pay more for a product available in the F lanqguage than for a product avail-
able in the E Tanguage. If F individuals value their time at zero and, as
assumed earlier, have no pure language preference (7), they will not be wil-
ling to pay more for brand Y available i F rather than E and it will not pay
the Y firm to make brand Y available in tne F language.

Even if F individuals are willing to pay more for F goods than E goods,
this does not mean, however, that it pays firm Y to make its product avail-
able in the F language. This will depend on the increase in revenues and c¢n
the increase in costs of doing so. The increase in revenues will depend on
the size of the premium F individuals are willing to pay for brand Y in F.
Presumably it is not equal across all F individuals since it depends on their
fluency in the E language and on the value of their time. Ceteris paritus,
the greater the difference between the price of brand Y in E and brand Y in F,
the smaller the number of individuals willing to pay (PF - PE). Even if F
individuals are willing to pay a preaiium for goods in their mother tongue,
this does not mean, however, that they consume the same average amount per
capita as £ individuals of a given product, This difference in per capita

consumption can be the result of differences in tastes which means that, at
the same income and price levels, F individuals consume less of a given pro-
duct than E individuals. It can also be, if the product is not an inferior
good, the result of differences in the average income of the E and F groups.
However, even if F individuals consume the same quantity of a product as E
individuals, it may be that it is not worthwhile making a product available
in the F language since F individuals are not sufficiently numerous to permit
firms to recoup their incremental costs,

The type of costs that firms must incur to make a product available in
the F language depends on the nature of that product. First, the various
written documents associated with the product such as labels, instructions,
and warranties must be translated. The costs of such translations will depend
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on the amount of information, on its nature, mure or less technical, on the
closeness of the two languages, and on the wages paid to transiators, Se-
condly, engraved products will have to be engraved in both languages, an
operation that will take more time than unilingual eraravings, or engraved
products will be engraved in one or the other Tanyuage which will lead to

more complex inventory controls and distribution procedures. Also, if there

15 after-sales service, servicemen will have to be hired who can speak the F
Tangusge or present employees will have to undergo language training. Finally,
an advertising campaign will have to be conducted to inform individuals of

the availability of brand Y in the F language.

So firms will be assumed to examine the gains and the costs of making
their products available in a new language and to choose the profit maximizing
solution. Let us nete that if the firm has excess capacity when it makes its
product available only in the E language, because of indivisibilities, it may
find it worthwhile, if it can cover its variable costs, to make its product
available in the F language, so as to gain an extra share of the market and
reduce its losses, as was first argued by Hocevar (1975). Let us also note
that the Y firm may not be willing to offer its product with bilingual labels
for fear that E customers may refuse to buy them because they resent bilingual
labels; that hypothesis was* first offered by Hocevar (1975). If E customers
dislike bilingual labels (8), and if distribution and inventory costs make
two sets of unilingually labelled goods too costly then F goods may not be
offered. So the assumption of profit maximization helps explain why firms
make goods available in this or that language. This does not mean that incor-
rect irformation may not lead to incorrect language choices, but that the moti-
vation behind i1anguage choices is the attainment of the firm's goals.

Turning now to the other language choice of a firm, that of a language of
operations, it seems reasonable to retain the assumption of profit maximiza-
tion. In this discussion, it will be assumed that the level of output is
fixed and that firms attempt to minimize the cost of producing that output.

It is also assumed that the language of sales has already been selected and
that what is being chosen is the language of internal communications. Finally,
it is assumed that all types of labour are available from both language groups
in the community, once more referred to as E and F, and that the supply curves
for a given-type of labour are the same for workers from each qroup.

Given the above, let us assume that an E capitalist decides to open a new
firm: he must then choose a language of operations and must weigh various
considerations. First, he is more productive when working in his mother ton-
gue E than when working in the F language (9), a fact that will lead him to
prefer that workers he interacts with be able to carry out their tasks in the
E Tanguage. Since it is assumed that individuals are more fluent in their
mother tongue than in a second Tanguage, it is likely that most workers he
will hire will be of the E language group. Hence, time savings for the owner
will Tead him to choose as employees individuals who speak his mother tongue.
It could be argued, however, that this preference applies only to those em-
ployees who directly report to the owner, since he has no reason to interact
with others. While this is correct, it seems plausible that the owner will
want to insure that he could, if necessary, exchange information with lower-
level employees so that a knowledge of E may also be required of them. Hence,
a greater degree of fluency in the E language would bHe required of those working
a greater amount of time in contact, orally or in writing, with the owner than
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of those further removed from contact with him, but a minumum degree of
fluency would still be required of them, so that written documents are in E
and instructions in that language are nnderstood,

While the greater productivity of an owner in his mother tongue will Tlead
him to prefer it, ceteris paribus, as the language of operations in his firm,
a second consideration is the Tanguage that machines and other pieces of prn-
duction equipment are available in. This language, which is defined by such
things as the language of operating instructions, maintenance instructions,
and repair instructions, will be referred to as the Tanguage of technotogy.
Owners are assumed to, because of time savings and greater comprehension,
prefer using their mother tongue, rather than a second language, as the lan-
guage of technelogy in their plants. If they can do so, then the choice of
the E language by E owners as the language of operations is again justified.
If owners choose a technology available in a Tanguage other than their mother
tongue, say G, then they may choose to require a knowledge of G or of G and E
from production workers, the level of fluency required in either languages
depending on the exact importance of information Tlows between workers and
owners and on the amount of information needed by workers to operate produc-
tion equipment. This may lead to different language requirements in various
occupations and in particular to different requirements for employees working
in the plant where the fanguage of technology may. dictate the language require-
ments and for employees working in the office where the language of the owner
may, because of the importance of information flows, dictate the language re-
Quirements. It may also lead to different language requirements across in-
dustries since the importance of production equipment, and therefore of the
language of technology, varies across industries. It is probably less impor-
tant in Tabour intensive sectors, such as Services and Government and more
important in the more capital intensive sectors such as Manufacturing and
Transportation. :

A third and final consideration is the importance of the markets outside
the bilingual region for the firm., If a firm, or part of a firm, is Tocated
in a bilingual region but sells its goods and services, through arm's Tength
transaction or not, to individuals, firms, or other parts of the firm that are
Tocated say in a E region, then that firm is more likely to require a knowled-
ge of E from its employees; such a point was made by Breton and Mieszkowski
?1975). For example, if the head office of a firm is located in a bilingual

E and F region, but the greater part of its production activities are located
in a E only region, then it is quite possible that E will be the working lan-
guage. Similarly, if a firm's activities are all located in the bilingual
area but its markets are mainly in E areas, then knowing E will, ceteris pa-

- ribus, increase the earnings of some employees of that firm since they can
deaT with both foreign and local customers.

The arguments put forward above indicate that productivity considerations,
which depend on information tlcws, may lead employers to prefer a particular
language for all or part of a firm's operations. This preference for a lan-
guage and not for members of an ethnic group may nevertheless lead to members
" of one ethnic group, that which has as its mother tongue the language of oper-
ations of the firm, having a greater access to employment opportunities than
members of other language groups because of their greater fluency in that lan- -
guage, Indeed, it can be said that not only wil] they have greater employment
opportunities but that in that case E individuals will have a greater access
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to top jobs in the firm. This is an interesting result since it means that
preferential hiring. of members of one's language group can be explained with-
out assuming that the entrepreneur practices discrimination (Raynauld et Marion,
1972), or even that he practices screzning (Arrow, 1972), using ethnicity as

a screen (Migue, 1970). Such a result was implicit in Keyfitz's work (1963)

but has not since been followed up.

This concludes the discussion of the role of language in explaining the
choices of individuals and firms in a bilingual economy. Before going on to
discuss their interaction in a market Tramework, it is appropriate to bring up
two points, First, the role of government per se was not discussed above.

With respect to its behaviour as a provider of goods and services and with res--
pect to its behaviour in the labour market, it is assumed to act like a pri-
vate firm. As to its linguistic make up, it wil depend oa the political sys-
tem of the society discussed. In a western style democracy, such as Canada

or Belgium, the various leveis of government can be assumed to be staffed by
the linguistic group that represents a majority of the voters.

The second point is that some individuals may not choose to use their
mother tongue in the production of Z-commodities or in the workplace. - Such
behaviour will occur if individuals have chosen to invest in a new language,
Tearning it in the workplace or through consumption activities. Presumably,
individuals find that the Tower wages they may have to accept to be able to
carry out this type of investment in the workplace is the cheapest possible
way for them to make that investment. It is unlikely, at a given poirt in
time, that a great number of individuals are making that kind of investment.

It is now time to turn to a discussion of the interaction of the lancuage
choice of individuals and firms. This discussion will be carried out only
for the Tabour market. The goods market is left aside since the goal of this
thesis is to explain differences in earnings between language groups rather
than differences in the price and availability of goods. Since ke demand for
labour is, as pointed out earlier, a derived demand, the 1inks between the
goods and labour markets will be implicitly taken into account in the discus-
sion that follcws. ' -

I1.1.5 The Labour Market of a Bilingual Economy

The goal of this discussion is to derive in a competitive labour market
the impact, positive or negative, on earnings of the various combinations of
ianguage skills of a given individual. To do s0, the labour supply and labour
demand conditions must first be defined since differences in these conditions
will Tead to different results. Ir this discussion of an economy, whare E
and F are the Tanguage groups, it will be assumed that all consumers and
workers are member of the F language group while all firm owners are members
of the E language group. Furthermore, both the language of technology and
the language of the external marketplace is E. Finally, the F individuais
will be avsumed not to be able to earn as much as they do now, should they
leave their region ot residence. One possible explanation of this fact is that
the surrounding regions offer employment and goods and c:rvices only-in the E
language. These are strong assumptions but they are useful in establishing
the main results in the Tabour market and they will be examined afterwards one
by one.

Since censumers are of the F language group, most goods are likely to be
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~available in the F language. Furthermore, those sa1especp1e th can speak

the F language, rather than say the E language, will see their services sought
by most consumers and should therefore earn'more than.unilingual E salespersons.
If some of the consumers are assumed to be of the E language group, then the
relative value of knowing E or F for the salespersons will, since individuals
prefer shopping in their mother tongue, depend on the purﬂhag1ng patterns of
both groups. Presumably, a saTesperson will sell more of a given product to
that group which has, if the product is a normal good, the higher income, given
that both groups have the same preferences (10), In such a setting, b111ngua1
salespeople would be expected to earn more than unilingual salespeople, since
they can serve more customers of both groups rather than having to turn down
sales opportunities because of an jnability to cummunicate with the consumer.

- In the labour market the assumptions of immobility of the F labour, of
the presence of only E firm owners, and of the E language as the 1anguage of
technology and of the international marketplace mean that all F workers will
need to know some E to hold a job, their fluency depending on their type of
employment. As argued above, the closer individuals work with the capitalist,
the greater the requ1red degree of fluency in the E language. Hence, managers
and engineers wili be required to know E better than clerks who must know it
better than production workers whose contacts with the owners are probably
quite minimal. On the other hand, production workers who are more fluent in

- the language than their co11eagues will need less time than them to master

the particular amount of information needed to perform their jobs.

If one relaxes the assumption that all firm owners.are E individuals,

then the F capitalists, assumed to be a minority, will offer employment in the
F language. It seems plausib?s that those F employees who are the least fluent
in the E Tanguage will be the first to seek those jobs since they are the ones
whose productivity increases the most because of such a change, a fact which
whould mean higher wages. But if the language of technology and of the inter-
national marketplace remains E then F owners will not be, on average, as effi-
cient as their E counterparts in using technology and in finding foreign mar-
kets. Hence their employees will work with less efficient capitalists than
before, a fact that makes for lower productivity: still their wages could
easily be higher than those they were paid when they worked in the E language,
Hence, the presence of F entrepreneurs means that it will no 1Gnger be neces-
sary for all employees to be bilingual because of their employers' preference.
However, it may well be that the role of the E language as the language of
the international marketplace and as the language of work in F firms will
resu1t in bilingual F empToyees earning more, cefer1s paribus, than un111ngua7

F employees in F owned firms since they are a key Tink with consumers and since
they are more mobile, being able to go to work for E f1rms in the region.

Reinstating the assumption that all owners are of “the E group, what hap-
pens if a small part of the workforce is now assumed to be of the E Tanguage
group? At the same level of ability and non-language human capital, E indi-
viduals will be expected to earn relatively more than their F counterparts
since they communicate better in the E language. The greater the numbers of
well educated E individuals, the greater their share of top-level jobs in the
economy since E owners can more readily find amongst them the employees they
need at a competitive wage. As for production workers, E individuals can be
expected to work with pieces of equipement that require a greater amount of
information to operate than F individuals. Indeed, if F individuals master E
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in such a manner that the information needed to operate some machines must be
translated befor: they can use them, then they will usually work with equip-
ment which is, on average, older than that available to E individuals, since
translation takes time.

[f entrepreneurs and workers of both language groups are assumed to be
present in the Tlabour market, then it is likely that workers who hardly speak
a second language will work for entrepreneurs of their own group while bilin-
gual individuals will be found working for both kinds of entrepreneur; bi-
Tingual workers should then, ceteris paribus, earn more than unilingual workers
since the former are more mobile withia the region,

Up to now, it has been assumed that all F workers could speak some £. If
one removes that assumption, one is hard-pressed to explain why E entrepreneurs
do not import E labour to replace F workers rather than offer a bilingual work
environment. One reason could be that the cost of attracting E workers to the

region is higher than the cost of offering a somewhat bilingual workplace,
Another reason could be that F workers, who cannot find in another region the
opportunity of living in the F language, agree to accept sufficiently Tow wages
50 as to make it worthwhile for E entrepreneurs to create a bilingual working
environnent rather than *o import E workers or to leave. How much lower the
wages of the F unilingual workers must be wiil denend on the costs of operating
a bilingual firm and on the possibility of operating abroad in a E only envi-
ronment. If the bilingual economy is endowed with unique natural resources,
the wages of unilingual F workers may not be much lower than if they agreed to
work in the E language since firms cannot relocate elsewhere.

Another possibility in a labour market such as the one described above
is that, since F individuals are more productive when they can work in the F
language than in the E Tanguage (their second language), it pays the owner to
himself Tearn the F language or at least to hire bilingual managers and to
make technciogy avaijlable in the F language if his increased costs are covered
by his share of the increased productivity of his workers.

It is now time to summarize the results of the discussion of the role of
Tanguage seen from a human capital point of view in the preceding discussion

The general hypothesis is formulated for all workers and says that: In a
bitingual economy, bilingual individuals can be expected, ceteris paribus, %o
earn more than unilingual individuals since they have a greater choice of
employment available to them. This general hypothesis can be further refined
into more specific hypotheses. ,
= In a bilingual economy, the importance of both language groups in terms of
their purchasing power and patterns will influence the relative earnings of uni-
Tingual and bilingual empioyees particularly in the Trade sector. However,
bilingual employees are expected to earn more than unilingual ones since they
have a bigger pool of customers which grows the greater their degree of fluency
in the second .language. '
= In a bilingual economy, those who speak best the mother tongue of the owners
of firms will have greater access to better jobs and will, ceteris paribus,
earn more than individuals who are less fluent in that Tanguage, who find them-
selves in lower level jobs.
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- In a bilingual economy, production workers who best master the language
of technology can be expected to earn more than other workers. ,

- In a bilingual economy, those who speak the language of the majority are
more likely to work for the government since it is 1ikely to operate in that
language.

11.2 The Determination of Individual Earnings

Language as human capital is not, however, the only factor that explains
the earnings of an individual. The role of Tanguage as an ethnic character-
istic must also be explained as well as the role of other types of human ca-
pital,such as education and exper.ence. This is done in this part of Chapter

'I1 where a more complete framework of earnings determination is presentéd,

in which the results outlined above are integrated.

In the first part of this chapter it was shown how language could be viawed
as a form of human capital, used by individuals to exchange information with
one another and how the possession of a given language could bring different
rewards in different labour markets. However, as the review of the literature
carried out in Chapter I showed, language is not the only individual character-
istic, he it of a human capital or ethnic nature, that can have a positive or
negative impact on the earnings of-an individual. Since one of the goals of
this thesis is to develop a theoretical framework that can be used to guide
attempts at empirically measuring and interpreting the 1ink between language
and earnings, other factors that can influence the earnings of an irdividual
nust be accounted for, If this was not done the true impact of language on
earnings could not be calculated and the impact ascribed to language through
empirical estimations could easily be an under or (more 1ikely) an overesti-
mate of the true impact of language knowledge on earnings. ;

Once it has been accepted that a reasonably complete framework of the
earnings determination process for individuals must be presented it remains
to be decided how such a framework will be put together. One solution would
be to derive the proof that this or that characteristic is important in ex-
plaining the earnings of individuals. Given the existence of many models
showing that a link can be formally established between earnings, and say
education or experience, that approach would be a waste of time for both the
author and the readers of this thesis. Hence the following approach has been
chosen: first, the various characteristics retained in this study are out-
Tined; then the role of each in explaining earnings in a bilingual economy
is discussed.

As Taubman has stated "... a person's marginal éroductivity depends on a
variety of skills and attributes" (Taubman, 1976, p. 448). As to the earnings
of an individual they depend not only on his productivity but alsa on the
overall supply of and demand for the characteristics he is endowed with (Hartog,
1976). In this discussion, it will be assumed that, at a point in time in a
competitive Tabour mzrket, there exists an overall supply of “individuals wil-
ling to work, each of them endowed with a given set of characteristics, and
an overall demand for labour. The individual characteristics that have been
shown in past studies to be of relevance when explaining individual earnings
are:

- ethnicity, often associated with race (Becker, 1957);
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- educétion, the level of which is a result of both minimum schooling Taws
and individual choices and which is often measured by the number of years of
schooling (Mincer, 1974);

- experience, an approximation of the amount of both general and specific
human capital acquired through on-the-job training. usually measured by the
number uf years worked (Mincer, 1974) ’

- ‘intelligence, the result of the interaction of nature and nurture, the
lTevel of which is often measured by 1.Q. tests (Taubman, 1976). °

These four individual characteristics are not the only variables found in
empirical work on individual earnings nor are they always found in each and
every study. Other variables are often included such as urban residence,
occupation, or industry to aitempt to take into account market forces that
otherwise would bias the coefficients of individual characteristics. On the
other hand, ethnicity is not usually included when an ethnically homogeneous
group of workers is being examined since it would be theoretically meaningless
to do so. As to intelligence, data limitations often preclude its inclusion -
although its role is clearly recognized on the theoretical tevel. Nevertheless,
the four characteristics outlined above can be seen as the traditional pillars
of a human capital type approach (Blaug, 1976) to explaining earnings in an
ethnically disparate society, and they will be, except for intelligence, in-
cluded in the framework used in this thesis.

Their specific role in common models of earnings determination and the
appropriate modification that must be made to take into account the fact that
language is a general form of human capital thau can be seen as possibly in-
teracting with other types of human capital are now discussed.

Ethnicity is the first of the four personal characteristics to be examined.
Its impact on earnings 'is usually studied with reference being made to various
madels of discrimination that can be divided, as discussed in Chaptar I, inte
two groups; true discrimination models (Becker, 1957) (Krueger, 1962)
(Alexis, 1975) and statistical discrimination models (Arrow, 1972) (Aigner
and Cain, 1976). 1In the first case discrimination is the result of an expli-
cit decision of employers to discriminate while in the second ethnicity, usual-
ly race since most models have been developed for the American economy, is
used as a measure of expected productivity. -

Studies conducted in the United States have shown that, in that case, race
explains part of the differences observed between the earnings of blacks and
whites (smith and Welch, 1977) (Weiss, 1970) (Strauss and Horvath, 1976).
However, the fact that ethnicity proved significant in explaining earnings in
the United States does not necessarily mean that ethnicity plays the same role
in other labour markets, ‘

The main difference between ethnicity and education or experience is that
ethnicity is a given for the individual while his education and his experience
can be changed by him. As a result, the impact of ethnicity on an individual's
earnings is the result of demand factors sinceits supply i< a given for him.
Hence, it may increase or decrease his earnings depending on the demand pat-
terns of firms for individuals who are similar save for their ethricity. In
the case” of education or experience, however, both supply and demand factors
come into play. Individuals decide what level cf education they each want to
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be endowed with; they then offer it with all other individuals on the labour
market and the relative level of supply, given a demand by firms, determines
its returns., That demand is once more the result of the firms' chcices.

In a labour market where the main source of ethnic differences between
individuals is their mother tongue, it is more difficult to measure the im-
pact of ethnicity on their earnings than if their ethnicity was determined by
the colour of their skin since their mother tongue is also part of their human
capital. It is, therefore, impossible to sort out in a world of unilingual
individuals the returns to their Tinguistic human capital and the returns to
their ethnicity. It is feasible to examine, however, the relative value of
knowing a second language by examining, ceteris paribus, the earnings of uni-
lingual and bilingual individuals of the same mother tongue. It will also be
feasible to examine 'the relative value of belonging to one ethnic group or
another by comparing, ceteris paribus, the earnings of bilingual individuals
from both ethnic groups since they have the same linguistic capital, if they
are equally fluent in their respective mother tonaue and second language.

If differences, in the returns to the two languages of a bilingual economy
are found, the theoretical framework put together in the first part of this
chapter should help throw some Tlight on their causes. If differences in the
returns to ethnicity are found, the various discrimination models and the
hypothesis of differing information networks (Migu&, 1970) will be used to
look at the results.

In the case of education, it has been shown that an increase in education
normally leads to an increase in the real income of individuals (Becker, 1964);
since the acquisition of education involves the expenditure of both time and
money by individuals, it is a plausible result. Going one step further, em-
pirical studies have shown that more education for an individual usually leads,
ceteris paribus, to an increase in his earnings with the possible exception of

some post graduate studies (Weiss, 1970), (Mincer, 1974), (Carliner, 1976).

While individuals expect higher real income as a return to increased edu-
cation, they will earn more only if a firm-is_willing to pay them more than
before they acquired more education. Firms may be willing to do so because
they are actually more productive than before (Becker, 1964) or simply be-
cause firms use education as a screening mechanism (Spence, 1974); whatever
the reason, empirical studies find that education has a nositive impact on
earnings. As indicated above, such a positive impact has been found in various
studies none,of which, however, has examined the role of language in explaining
the returns to education. If more education gives access to jobs where in-
formation becomes more important in accomplishing the required tasks, then
it is possible that the returns to bilingualism increase with education. Hence
it will .~ useful in an empirical examination of the returns to bilingualism
in a Tab<: market to examine if such interactions occur.

The experience variable is included to take into account that individuals
usually acquire on-the-job training human capital of both a general and spe-
cific nature (Becker, 1964). Since it has been shown that a positive relation
should exist between human capital and earnings (Becker, 1964), and that the
more experience one has, the more on-the-job training one has acquired, a po-
sitive and concave relation is assumed between experience and earnings for
the first part of the experience-earnings profile. However, because of the
increasing obsolescence of human capital as individuals grow older and because
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of the reluctance of individuals to engage in new investments since they have
less and less time to recoup their costs, it seems plausible that in the last
part of the experience-earnings profile the relationship should be negative.
Overall, the relationship will be positive except perhaps in'its Tast portion
and concave.

Empirical studies have shown that there is a positive and concave relation-
ship between earnings and experience be it measured by age (Weiss, 1970) or,
perhaps more correctly, by age minus years of schooling minus six (Mincer,
1974). Given the measure of experience used, it may be that the declining
part of the experience-earnings profile is caused in part by the declining
strength and poorer hiealth of older individuals (Biaug, 1976).

As in the case of education it seems possible that human capital acquired
through job experience and made available to employers through language may
be more or less valuable depending on the language known by an individual in
a bilingual ecc..omy. Hence, not only will experience, that is age corrected
for length of schooling, and experience squared be included in the model but
it will also be necessary to examine if there exists some interaction between
language and experience. ,

In the case of intelligence, it has also been shown' that there exists a
positive relationship between intelligence and earnings (Taubman, 1976). In-
deed empirical studies (Hause, 1972) (Wolf :ad Van Slijpe, 1973) have shown
the significance of such a 1ink and t%  ‘onsequences of omitting intelligence
from earnings models: the usual imp. .. is to increase the value of the school-
ing coefficients (Behram and Taubman, 1976).  In the empirical analysis carried
out further, it will be impossible to account for intelligence because of data
limitations; but the considerations pointed out above will be kept in mind.

Tc conclude, it has been argued that language is always a form of human
capital and in the case of one's mother tongue is also an ethnic attribute.

In a bilingual Tabour market both the human capital aspect and the ethnic as-
pect of language can have an impact on an individual's earnings, with the im-
pact depending on the supply of and demand for labour of the: two language
groups. The impact.of lanquage on earnings must be, however, examined within
a more complete model of earnings determination so as to correctly measure and
interpret it.
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This definition differs from the definition used in the Canadian Census;
the ethnic grpup of the first paternal ancestor to reach North Ame ica
defines the ethnicity of the individual. 1

If only one language is known, it is more likely to be the individual's
mother tongue if it is used at play and at school by the child than if
another language is used for one or both of these activities.

This is especially plausible in the case of societies where the various
Tanguages can be used in social interactions, at school, and at work;
witness the case of English and French in Quebec. However, in societies
where the minority language is seldom used outside the home, individuals
may choose to use their second language for activities outside the home
because they are more fluent in it.

An exception may be menus in "authentic" foreign cuisine restaurants.
It is assumed in this discussion that, as in the case of consumption
choices, individuals have no pure preference for working in tneir oun
language; should they have a non-pecuniary preference, then they would
a'fortiori prefer working in their mother tongue.

This holds if firms maximize profits, as assumed above, and not, for
example, sales. -

A third possibility, that where ali F individuals are fully bilingual,
has already been ruled out above.

Should they Tike bilingual labels, then they may absorb part of the cost.
Under the usual assumption about the fluency of an individual in his
mother tongue and in a second Tanguage.

And given the respective size of both groups.
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CHAPTER .I1I

THE QUEBEC LABOUR MARKET

Quebec was chosen as the aporopriate labour market to use in avtempting
to examine some of the hypotheses of the theoretical framework -put forward
in Chapter II for three reasons. First, it is a bilingual labour market
where there are differences in the mean level of earnings of the two langua-
ge groups. Secondly, the author is familiar with the various institutions
found in that market and with the data available to study differences in
earnings. Finally, it has been studied before as the review of literature
of Chapter I showed, but the explanations put forward were felt to be not
very satisfactory. S

In the first part of this chapter, the detabase used in this thesis will
be described. That done, the differences in the mean level of earnings of
the two main language groups in Quebec wi1ll be examined in the second part
of the chapter. This is done to show that there is prima facie evidence that
language could explain earnings in the Quebec labour market and to establish
reference points to which the net impacts of language on earnings, calculated
in Chapter 1V, can be compared. In the third part of the chapter the evidence
with respect to four of the most important factors in determining the relative
value of two languages in a bilingual market is reviewed in the case of Quebec.
These factors whose importance was emphasized in Chapter IT are the demogra-
phic weights of both groups, the mother tongue of owners of firms, the langua-
ge of technology, ahd the language of the external marketplace. In the fourth
and final part of the chapter, the evidence with respect to the use of En-
glish and French is reviewed in the light of the factors examined in the
third part. - =

II11.1 The Database

In 1971, the population of Quebec numbered more than six million: 2.1
were gainfully employed in 1971 at the time of the Census. Since the theare-
tical framework developed in Chapter II was designed to explain individual
earnings, it would be best if a test of its validity could be conducted for
each employed adult in Quebec. This is not feasible since no data is avail-
able on the earnings of each individual in Quebec. What is available, however,
is a one-in-one-hundred sample of the Quebec population, drawn from the 1971
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Census of Canada. This database is one of the few that contains information
recorded by individual for the province of Quebec and it is the most adequate
one to use because of the information on various Tinguistic characteristics
found in it. '

The 1971 Census of. Canada was carried out in the first week of June 1971,
mainly through a self-enumeration technique. Two-thirds of the population had
to answer a short questionnaire (Form 2A, ten questions), and one-third of the
population a long questionnaire (Form 2B, forty questions). It was from that
last third of the population that Statistics-Canada drew a one-in-one-hundred
sample of the whole population of nine of the ten provinces of Canada, Prince
Edward Island, Yukon, and the Territories being excluded. In addition, sepa-
rate samples were drawn from Montreal and Toronto. Those samples were then
made available to researchers through the Public Use Sample Tapes, PUST for
short. For the whole of Quebec the sample comprises 60,280 individuals, while
for Montreal it is made up of 27,433 observations. Those two samples were
stratified by sex, age and mother ongue so that the proportion of individuals
with English, French, or another language as their mother tongue is the same
in the sample as in the whole population.

Not all individuals found on the Quebec and Montreal sample tapes have
been used in this analysis. Only 9,869 individuals are used for calculations
performed for the whole of Quebec; - for Montreal the number is 4,638, It is,
therefore, useful to describe and justify the various grouads for exclusion
that explain the differences between the number of individuals on the sample,
tapes and the number of individuals used in the analysis.

The most sweeping exclusion is that of women, which reduces the number of
individuals by half. The reason for their exclusion is that, given the infor-
mation available in the database, it is not as easy to model correctly the
process of earnings determination for women as it is for men since the measure
of experience (Mincer, 1974) used in this study is obtained from calculations
using the age and schooling level of individuals. Such a procedure implicitly
assumes no interruption of labour force participation by the individual, While
this may be a reasonablé assumption for men, it is not a-reasonable assumption
for women who, if they are married and more so if they have children, can be
expected to have interrupted their participation in the labour force at some
point in their life (Mincer and Polacheck, 1974), No infermation is available,
huwever, on the length of such an interruption, if any, so it was decided to
exclude women from the analysis.

The second exclusion is that of individuals who are neither Anglophones
nor Francophones. Two reasons explain their exclusion. First the theoretical
framework of Chapter II was developed for a bilingual labour maiket, that is
t.so mother tongues and two languages ysed, not for a multilingual labour market.

The second and more binding reason is that the sample size would not permi
a detailed analysis of the earnings of individuals whose mother tongue is
neither English nor French since they made up less than eight percent of males
aged more than fifteen in Quebec in 1971 (1),

The third exclusion is that of non-whites, that is individuals of African,
Asiatic, or Indian origin. The reason for their exclusion is that, because of
their small numbers, it would be impossible in the analysis to take into ac-
count their race. Their inclusion, therefore, could lead to biases in the
anaiysis since race has been shown, at least in the United States, to have an
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impact on earnings (Weiss, 1870); hence, it was decided to exclude non-whites
from the analysis.

Individuals are also excluded if they had no declared positive earnings
in 1970, if their major source of income was not wages and salaries in 1970,
if they were not wage earners at the time of the Census, or if they immigrated
to Canada in 1970 or 1971, These exclusions are made to ensure that the ana-
1ysis looks at individuals whose main source of income in 1970 was wages and
salaries and net self-employment income or transfer payments (2). As a result
of excluding individuals without declared positive earnings, all individuals
aged less than fifteen are excluded since Statistics Canada assigned them zero
earnings on the Public Use Sample Tapes. As to newcomers, they are excluded
S0 as to insure that the earnings analysed were earned in Quebec so that esti-
mated rates of returns, say to education or experience, are calculated for the
Quebec market (3). ’
_ Finally, as Tables 3.1 and 3.2 indicate, individuals working in specific
industries or occupations are excluded from the final sample. The specific
industry and occupation groupings found in Tables 3.1 and 3.2 are the only
ones available on the Public Use Sample Tapes: no more detailed break-downs
are available. '

' Table 3.1
Industry Groupings on the Public Use Sample Tape,
Included and Excluded from the Final Sample.

Industry Groups Division ~ Included

Agriculture 1 No
Forestry* 2 Yes
Fishing and Trapping 3 No

Mines, Quarries,*

and 0i1 Wells 4 Yes
Manufacturing 5 Yes
Construction 6 Yes
Transportation, Communication,

Other utilities 7 Yes
Trade 8 Yes

Finance, Insurance, :
Real :Estate 9 Yes
Community, Business, ‘

and Personal Services 10 Yes
Public Administration N

and Defense 11 Yes
Industry not Determined 12 No

Not Applicable - No

Source: Public Use Sample Tape, User Documentation, p. 6.2.40.
Note:  The Division numbers correspond to those found in the 1971

Standard Industrial Classification Manual, Ottawa, Statistics

‘Canada, 1971, (12-501).

* Individuals working in those industries are included whenr the whole
of Quebec is studied but not when only the Montreal area is studied.
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Tabie 3.2

Occupation Gr@uping:iaﬁ the Public Use Sample Tape,
Included and Excluded from the Final Sample

Occu ation Major Group Included
Managerial and Administrative 11 Yes
Sciences and Engineering 21 Yes
Social Science 23 Yes
Religion 25 No
Teaching - 27 Yes

Medecine and Health 3] Yes
Artistic and Literary 33 N

Clerical 41 Yes
Sales ' E1 Yes
Services ' 61 Yes

Farming and Horticultural 71 No
Other Primary 72,75,77 Yes

Processing ) 3 81,82 Yas
Machining, Assembling, Refining 83,85 Yes
Contruction Trades 87 Yes

Transport Equipment Operating 9] Yes
Other Occupations 93,95,99 No
Not Stated 0 No .
Not Applicable - No

Public Use Sample Tape, User Documentation, p. 6.2.41

Note: The Major Group numbers correspond to those found in the
Occupation Classification Manual, Census of Canada 1971,
Volume I, Ottawa, Statistics Canada, 1977, 536

Source:

[ 12-536).

The reasons for excluding those specific industries and occupations are
varied. Agriculture and Fishing and Trapping are excluded since the earnings
of individuals in those sectors are highly dependent on nature, a factor whose
influence is very hard to isolate and control for in this analysis since no
information is available on the'Public Use Sample Tape on the quality of land
that a farmer owns or on the Tocation of a trapper's lines. The Industry Not
Determined group is excluded since ownership of that industry, a characteris-
tic used later on for analysis, cannot be established. As to individuals in
the Not Applicable group they are either under 15 years of age or did not work
in 1970; therefore, they had no positive earnings, a reason already cited as
grounds for exclusion. Occurations in Religion are excluded because of the
highly specialized nature of the education, because of the nature of the re-

' muneration system, and because individuals in that occupation may take poverty
vows. Artistic and Literary Occupations are excluded because of the impossi-
bility, given the information in the database, of measuring the relevant human
capital, talent. Farming Occupations are excluded for the same reason that
lead to the exclusion of the Agricultural sector. Individuals in Other
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Occupations and Occupations Not Stated are excluded since it is impossible,
for exaimple, to assess the use of language in those occupations. Finally,
individual in the Not Applicable category have already been removed when in-
-ividuals with non-positive earnings were excluded from the analysis.

The various exclusions described above ave defined in terms of the vari-
ables and codes found on the Public Use Sample Tape in Appendix B. The final
sample that results from those exclusions is 9,869 males in the whole of Quebec
and 4,638 in the Montreal area. That sample is described in detail in Appendix
C where tables give the breakdown oy Anglophones, bilingual or not, and Fran-
cophones, bilingual or not, on the one hand, and various socio-economic charac-
teristics on the other. These characteristics are, for both the whole of Que-
bec and for Montreal: Occupation, Industry, Education, Age, and number of
Weeks workegi Only for the -whole of Quebec is a breakdown by Regions included.

To summarize, the individuals found in the sample used in this thesis are

Caucasian males who, in 1970, worked mainly for wages and salaries in selected
industries and occupations, were either Anglophones or Francophones, and were
residents of Quebec in 1971. They are classified as Anglophones or Francophones
according to their mother tongue, that is the first Tanguage they learned, and
as bilingual if they can c¢arry out a conversation in English if they are Fran-
cophones and vice versa. Finally their earnings include only their wages and
salaries and exclude self-employment income (4).

111.2 The Quebec Labour Market in 1970: Makeup and Differences
in Earnings. ' )

The breakdown by language groups of the relevant part of the Quebec popu-
lation is first examined with the help of Table 3.3. :
Table 3.3

Male population of Quebec and Montreal, fifteen years
and over, clessified according to Mother Tongue, 1971.

. Quebec Montreal
Language group Numbers % Numbers %

Anglophone 276,360 13,3 206,485 21,5
Francophone 1,659,845 79,6 624,195 64,8
Other Mother
Tongue 148,180 7,1 131,885 13,7

source: 1971 Census of Canada, Volume 1, Part 4 (Bulletin 1.4-5),
~ TabTes TT and 12, Statistics-Canada (#92-733),

Table 3.3 shows that Anglophones and Francophonra~ form the majority of
nale wage earners on the Quebec labour market and tha: the relative importance
of both groups differs between the Montreal region and the whole of Quebec.

"o examine bilingualism by mother tongue for males aged fifteen years and
wver. The results are found in Table 3.4.
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Table 3.4

Estimated Proportion of Males, Quebec and Montreal, fifteen years
and over, classified eceord1ng to Mother Tongue and 8111nguei1em, 1971

Percentage Pereentege
Language Quebec . Montreal Language Quebec  Montreal
Group : Group
Unilingual 7 ( UniTingual
Anglophone 47,2 52,6 Francophone 51,1 31,8
Bilingual Bilingual
Ahg1ephene 52,8 47,4 Franeephone 48,9 68,2

Seurcei Ce]eu1at1ens made from the 1/100 samp]e Printouts T 11 and T 61.

Does language matter, howevaer, in the determinatiorn of earnings? Table
3.5 shows that there s prima facie evidence to that effect for the whole
of Quebee

Table 3.5

Mean Farninas of Males, fifteen years and over, classified
eecord1ng to Mother Tengue and B111ngue11sm Quebec, 1970

] Lenguege Meen Eern1ngs B Pereentage w1th T Pereenteee;ﬁith:
Groups (in dollars) | respect to earnings | respect to earnings
‘ of all Males of Unilingual
R R _ - ___Francophones
Anglophone: 8,551 1,32 1,64, .
Unilingual 8,776 1,35 1,69
Bilingual 8,350 1,29 1,61
Francophone: 6,150 ,95 1,18
Unilingual 5,198 ,80 1,00
Bilingual _ 7,146 1,10 1,37
A1l Males 6,497 1,00 1,25

Source: “Calculations made from the 1/100 5emp1e Printout T 16.

From the evidence found in Table 3.5, it can be seen that, in terms of
gross earnings, there are three distinct groups in the Quebec Tabour market.
At ore end one finds the unilingual Freneophenee, at the other end the Ang]e—
phones, unilingual or bilingual, and in between the bilingual Francophones.
These gross differences suggest that English may be a more valuable language
than French in the Quetec labour market. However, it could easily be that the
differences in earnings observed in Table 3.5 are explained by such things as
differences in the level of education, in the age structure, or in the work
effort of the members of the different language groups. Hence, from the evi-
dence on gross earnings differentials found in Table 3.5, one cannot conclude
that language explains diffe’ .es in earnings. However, the evidence pre-
sented in Tables A-1 to A-4, -und in Appendix A, lends mnre support to the
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idea that language may explain some part of the differences observed in Table
3.5, To facilitate the analysis, the results of Tables A-1 to A-4 on gross
earnings differentials between Tanguage groups are used to calculate the rela-
tive differentials between unilingual Francophones on one hand and bilingual
Francophones, unilingual Anglophones, and bilingual Anglophones on the other.
Those resu'ts are presented in Tables A-5 to A-8. '

That set of tables shows that, for the schemes of classification used,
systematic and substantial differences can be found between the earninys of
Anglophones and Francophones in the Quebec labour market. Explanations of these
differences must await Chapter IV where a multivariate analysis will be carried
out. For now it is appropriate to point out a few salient facts and to suggest
several hypotheses that could be useful in explaining the observed gross dif-
ferences. These hypotheses, which are obtained in part from the theoretical
framework of Chapter II cannot be verified by examining gross differentials;
such a verification must await the analysis of the net differentials presented
in Chapter IV. :

, Looking first at differences in earnings when individuals are classified
by occupations, ene finds that it i: in the occupation entitled Administration,
that is mainly managers, that the relative difference in earnings between uni-
lingual Francophones and Anglophones is the greatest. A nalve explanation
suggested by the theoretical frameviork of Chapter II is that firm owners are
often Anglophones and that they prefer working in English with those closest
to them. The ownership of firms in Quebec will be examined later on (5) so as
to permit, if possible, an analysis of that hypothesis.

One also finds that, leaving aside the Administration group, bilingualism
pays more in the Sales occupation than in any other occupation. One possible
explanation is that bilingualism is necessary for salespeople if they want to
be able to serve the whole population of Quebec. Hence, it would not be sur-
prising if, in such a consumer-oriented occupation, bilingualism paid more than
unilingualism in either language.

Looking at differences in earnings when individuals are classified by in-
dustries, one finds-that the gap between Anglcohones and unilingual Francopho-
nes is greater in those sectors where anglophone ownership is greater (6),
that is Manufacturing, Transportation and Communications, and Finance; indeed
in those sectors unilingual Anglophones earn more than bilingual Anglophones.
One possible explanation is that, as argued in Chapter II, anglophone owners
‘hire Anglophones for the white-collar Jjobs. Another explanation is that the
activities in Quebec of those sectors depend heavily on the external market-
place, which is mainly English-speaking.

One also finds that in the Trade sector bilingual individuals earn more
than their unilirgual counterparts. This is compatible with the hypothesis
that in consumer oriented industries and occupations, bilingualism is an asset
that enables its holder tc serve the entire population,

Looking at differences in earning when individuals are classified by edu-
cation groups, one. finds that the value of knowing English with respect to
knowing only French increases as ind:viduals acquire mnre hizi school educa-
tion but is lower for univarsity graduates than for ind:viduals with a grade
twelve or thirteen education. These increasing gross returns to the knowledge
of English agrees somewhat with the hypothesis that lznguage skills and edu-
cation are complementary types of human capital, As to the decrease in the
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differences in gross earnings between unilingual Francophones and the other
three groups that is observed when one moves from the 12-13 to the Some Uni-
versity category, one possible explanation could be that Francophones with
university training prefer working (7) in the public sector of Quebec, that
is the provincial government, school boards, uad health institutions, where
French is the language of work. Indeed, according to a study done by METREQ
using data from the Highly Qualified Manpower Survey of 1973, 61,5 per cent
of the Francophones of Quebec who hold at least one university degree work in
the public sector of Quebec while only 39,1 per cent of the Anglophones re-
siding in Quebec do so (METREQ, 1977).

It is also interesting to note that bilingual Anglophones earn more than
unilingual Anglophones when they have a primary education or less; but when
they have a grade eleven education or more, they earn more if they are unilin-
gual. This could result from anglophone firm owners hiring bilingual Anglo-
phones to act as an interface with unilingual Francophones workers, leading
to a concentration of bilingual Anglophones in middle-level jobs.

Finally, looking at differences in earnings when individuals are clas-

sified according to age, one finds that the value of knowing English first in-
Creases then decreases with age in the population cross-section. It is im-
possible, however, to know if this pattern holds for each cohort in the popu-
lation or if vintage effects are being observed.

An analysis similar to the one carried out above could be made for the
Montreal area. Substantial differences in earnings between language groups
would be found and, overall, the patterns outlined above would also hold. Hence
it was decided not to repeat the analysis: however, the appropriate tables are
found in Appendix A. Once more, it is important to emphasirz that the gross
earnings differences outlined above are merely descriptive and sheculd not ser-
ve as a basis for direct inference of the impact that language has on earnings.
In the following part of this chapter, the Quebec labour market is described
in more detail so that formal tests of the relationship between language and
earnings can be made in later chapters.

ITI.3 The Factors Influencing the Returns to English

and French in Quebec 7n 1970

As pbinted out at the beginning of this chapter, it was argued in Chapter
IT that at least four factors have an impact on the returns to an individual's
Tinguistic skills in a bilingual labour market. It is, therefore, useful to
examine at least these four factors so as to gain an understanding of how the
market value of the English and French languages in the Quebec labour market
is set.

II1.3.1 The Population of Quebec by Language Groups

As shown in Table 3.3, 79,6 per cent of the male population aged fifteen
years and over is French-speaking; for the whole population of Quebec the
figure is 80,7 per cent, as shown in Table 3.6. : :
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Table 3.6

Population of Quebec, classified according to Mother Tongue, 1971

Mother Tangge

English French

Other A1l Individuals

Numbers 788,830 4,866,410 372,525 6,027,765
Percentage 13,1 80,7 6,2 -

_Source: 1971 Census of Canada, Voiume 1, Part 4 (Bulletin 1.4-5),
Table 11, Statistics Canada (#92-733).
~ As a matter of fact, individuals of French ethnic origin have been the
majority in the province of Quebec since Confederation (Quebec, 1952, p. 66;
1951, p. 63). This means that the mother tongue of the majority of residents
in the province of Quebec has been French for the last one hundred years.

While Francophones are a majority in the whole of Quebec, they represent
a smaller share of the population in the Montreal area since this is where most
Anglophones and almost all individuals who are naither Anglophones nor Franco-
phones are found. Table 3.7 shows .the breakdown by language groups of the
population of Montreal for 1971.

4

Table 3.7
Population of Montreal, classified according to Mother Tongue, 3971

Mother Tongue

French Other A1l Individuals

English
Humbers 596,305 1,817,285 329,645 2,743,235
Percentage 21,8 66,2 12,0 -

Source: 1971 Census of Canada, Volume 1, Part 4 (Bulletin 1.4-5),
Table 12, Statistics Canada (#92-733).

As a result of Francophones being four-fifths of the population of Que-
bec, the majority of consumers in Quebec are Francophones. However, as it was
pointed out in Chapter II, not only the number of consumers but also their
purchasing power has an impact on the demand for language-specific goods and
services, It is, therefore, interesting to note that in the whole of Quebec,
Tooking at males aged fifteen years and over, one finds that the anglophone
group represents 16,6 per cent of the francophone population but that their
earnings represent 22,2 per cent ot those of the francophone group. In the
Montreal area, the respective percentages are 33,2 per cent and 44,2 per cent.
So Francophones have a greater purchasing power than Anglophones in Quebec
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but less so in Montreal than in the remainder of the province. As a result,
one would expect that Anglophones employed in consumer oriented activities,
for example as salespeoples or as employees in the Trade sector, who work out-
side Montreal, will attain higher net returns to knowing French than those

who work inside the Montreal area. On the other hand, Francophones should see
their knowledge of English better rewarded in the Montreal area than outside
of it. . .

The fact that Francophones are a majority of the Quebec population and
that Quebec is a parliamentary democracy means that one would expect a majority
of members of the National Assembly to be Francophones, which was the case in
1970 (Turgeon, 1972). As a result of that, one expects the majority of minis-
ters to be Francophones. Since they may be assumed to play the role of owners
in their various ministries, one would then expect them to prefer using [ :ench
as a language of work (8). As a result, Francophones, who in many cases need
not know Englich since the users of their services are mainly Francophones and
since technology is not an important input, are Tikely to occupy the senior
administrative jobs in the Government of Quebec since they speak French better
than Anglophones. If Francophone ministers also prefer working with members
o7 their own ethnic group, then they wouid occupy an even greater proportion
of those jobs. As a matter of fact, in the Quebec civil service in 1975"". ..
un peur cent des hauts fonctionnaires actuellement disent avoir comme langue
maternelle 1'anglais, 98,3% disent que le francais est lour langue maternel-

Te..." (Quebec, 1977).

The fact that a majority of Quebeckers are Francophones means that they
will be a majority of voters in most local governments, hospital, and school
boards elections, which will lead to Francophones heading those bodies and to
French being used as the language of work. On the other hand, mainly in the
Montreal area, Anglophones will be a majority of voters in some boards and To-
cal governments, leading to the election of anglophone administrators and to
English being the language of work in those institutions.

The provincial government, hospital boards, Tocal governments, and schoul
boards are not the only providers of public sector services in Quebec. The
federal government provides services to the population of Quabec, and to do so,
it hires employees in Quebec. However, since the majcrity of Members of Par-
Tiament and ministers are Anglophones, it Teads to English being the main lan-
guage of work in the federal services (Canada, 1973). This can be understood
when one examines the weight of the Francophone community in Canada.
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Table 3.8
Population of Quebec and Canada, 1971

Population Number of Percentage of
Groups Individuals Canadian Population
Quebec's

Francophones 4,866,410 22,6

Canada's

Francophones 5,792,710 26,9

Quebec's

Population 6,027,765 27 .9

Canada's

Population 21,568,310 : -

Source: 1971 Census of Canada, Volume 1, Part 4 (Bulletin 1.4-5),
Table 10, Statistics Canada (#92-733).

) Hence, it is plausible that bilingualism would be an attribute that many
federal civil servants in Quebec would be eiidowed with since their internal
working language would be English but their external working language, the
language of the people they provide services to, is French. As a result,
ceteris paribus, one could expect bilingual employees of the federal civil
service to earn more than unilingual Francophones in Quebec. There is some
evidence that in 1965, for the whole of Canada, bilingual Francophones earn
more)than unilingual Francophones but less than Anglophones (Beattie et al,
1972), o

So, to conclude, the fact that Francophones are a numerical majority in
Quebec should have an impact on the Tla:guage that goods are available in and
on the Tanguage of work of the provincial and local civil services. This
in turn should influence the relative values of various language skills in
Quebec. The use of languages will be examined in detail in the fourth part
of this chapter. Before that, however, three other factors that can have an
influence on the relative value of languages in a bilingual labour market
remain to be examined.

111.3.2 The Private Sector in Quebec: its Dwnegship by Language Groups

It was argued in the theoretical framework put forward in Chapter II that
the ownership of a firm by individuals of one mother tongue or another should
have an impact on the use of language in that firm and on the returns to lan-
guage of individuals working for it. It is not possible, however, to ascer-
tain the ownership of every firm in Quebec. It is feasible, however, to exam-
ine the ownership of broad industry groups and to use this information in the
examination of the cause of differences in the earnings of individuals.

The only source of data on the ownership of entreprises for the whole
of the Quebec economy is the study done by Raynauld (1974) that measures the
ownership of ten major industrial sectors in the early sixties. To carry out
this study, Raynauld drew a sample of firms from a list of firms prepared by
Statistics Canada. He then used both public sources of information, such as
Scott's Quebec Industrial Directory, and confidential information, obtained
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from an analysis made of the statements filled in 1962 in compliance with the
Corporations and Labour Unions Returns Act (Calura), to establish the owner-
ship of a given firm. As a result of the nature of his sample and of his in-
formation on ownership, Raynauld's numbers are useful in assessing the owner-
ship of industries in Quebec if one accepts his procedure for determining
ownership which is outlined below (1974, p. 19).

Nous résumons ainsi nos procédures d'identification

des entreprises, Ces procédures comportent deux éta-

pes. La premiére visait & distinguer les entreprises

étrangéres des entreprises canadiennes, une entreprise

étant considérée comme étrangdre lorsque 50% au moins

du capital-action appartient 3 des résidents étrangers,

et vice versa; Ta seconde, 3 classer les entreprises

canadiennes selon qu'elles sont canadiennes-francaises

ou canadiennes-anglaises, une entreprise étant considé-

rée comme canadienne-frangaise lorsque la majorité des

membres du conseil d'administration offrent des noms &

consonance frangaise, et vice versa. Les secteurs de

1'agriculture et des services font exception & ces ré-

gles, les entreprises &tant réparties en deux catégo-

ries de propriétaires seulement: canadiens-francais

et canadiens-anglais., En ce qui concerne 1'agricultu-

re, sont définies comme canadiennes-frangaises les ex-

ploitations dont le "chef de ferme" est d'origine fran-

caise (au recensement de 1961) et comme canadiennes-an-

glaises toutes les autres. Quant aux services, sont

classés comme canadiens-frangais les établissements qui

utilisent le formulaire francophone du questionnaire

annuel du Bureau fédéral de la statistique, et vice versa.

The results obtained by Raynauld indicate the number of employees 1in
broad economic sectors that work for firms owned by French-Canadians, English-
Canadians, and foreign owners. They are found in Table 3.9.

There has been no study done to update the work of Raynauld except for
the work by Dagenais and Van Peeterssen (1973) which examines the manufacturin
sector in 1970 (9). They used Scott's Quebec Industrial Directory to establis
the Tist of firms they study and the criteria outlined below to classify firms
as French speaking, English speaking, or bilingual (1973, p. 62).
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Table 3.9

Quebec, Percentage of Employees in Firms Owned by French-Canadians,
English-Canadian and Foreigners, Early Sixties

. Others
Total English- Foreign

L 7 _ | Canadian _ 7
Agricultural 91,3 8.7 8,7 -
Non agricultural 43,2 56,8 40,4 16,4

Mining 6,5 93,5 53,1 40,4
Manufacturing 21,7 78,3 47,0 31.3
Transport 37,5 62,5 49 .4 13,1
Finance 25,8 74,2 53,1 21,1
Construction 50,7 49,3 35,2 14,1
Trade 56,7 43,3 35,8 7,5
Services 71,4 28,6 28,6 -
Total, Private 47,3 52,7 37,7 15,0

Industry French-Canadian

Source: Raynauld, A., La Propriété des Entreprises au Québec, Montréal,

M., 1974, (T) p. 44, TI-T, (2) p. 63, II-T7R, (3) p. 45,

(4) p. 50, 11-6B, (5) p. 55, I1-108, (6) p. 60, II-15,
p. 93, II-9, (8) p. 58, II-13B, (9) p. 62, 1I-16B, (10)
p. 64, 11-17B.

Nous avons considéré comme présumée francophone une entreprise pour
laguelle

- la consonance des noms des directeurs est francaise;
les réponses au questionnaire envoyé par la firme

Scott Etaient en frangais ]
- la langue désirée de correspondance &tait Te frangais

ou le frangais et 1'anglais indifféremment.
Une entreprise sera présumée anglophone
- si ia consonance des noms des directeurs, la langue de
réponse au questionnaire et la langue désirée pour la
correspondance est 1'anglais.

Et finalement, une entreprise sera considérée comme bilingue
- si indifféremment, 1'emploi des deux langues est désireé
pour la correspondance, sauf si les dirigeants ont des
noms & consonance frangaise et si le questionnaire de
Scott a été rempli en frangais.

Neglecting bilingual firms, one finds that in 1970 twenty-five per cent
of the workers in the manufacturing sector worked for firms owned by Franco-
phones. This percentage is close to the 21,7 per cent that Raynauld had found
in the early sixties. It would then seem that there has not been a substan-
tial change in the ownership of the manufacturing sector in Quebec between
the early sixties and 1970 and that it may be reasonable to assume that the
overall ranking of sectors by ownership found by Raynauld still holds in 1970.

Raynauld's numbers, however, do not indicate if foreign-owned firms are

Q _ é?i;
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owned by Anglophones or Francophones. Given the historical patterns of for-
eign ownership in Canada it would seem reasonable, however, to assume that
they are owned mainly by American or British investers, that is Anglophones.
This is borne out by the following two sets of facts.

- In 1970, employment in foreign-owned manufacturing firms in Quebec
was thirty-six per cent of all employment; employment in American manufactur-
ing firms was twenty-eight per cent of all employment, that is three quarters
of employment in foreign-owned manufacturing firms (Canada, 1976, p. 70).

- In 1970, ninety-six per cent of dividents payed to direct foreing in-
vestors went to the United States and United Kingdom (:anada, 1977, p. 186).
Figures on recent investment show a similar picture (Cenada, 1977, p. 89).

To conclude, the earnings of Francophones should, ceteris paribus, be
lower in those industries where there is little francophone ownership and higher
in those industries where they control a fair number of firms. This results
from the preference of owners for their mother tengue as the language of work
of their firms, a preference that gives easier access to management jobs to
Anglophones than to Francophones in those sectors where anglophone ownership
is high. '

II1.3.3 The Language of Technology in Quebec

A third factor of importance in setting the relative market value of two
languages in a bilingual labour market is the language of technology. This is
the case since it has an impact on the productivity of those who use physical
capital, since those who best understand the relevant instructions can best
utilize the machines at their disposal. While it is impossible to find an
exact measure of this precise variable in the case of Quebec, the various points
singled out below tend to suggest that English was important in defining the
Tanguage of technology in Quebec in 1970,

The first point i3 that in 1965 ninety per cent of the remi:tances made
by Canadian subsidiaries of foreign firms in payment for patents and manufac-
turing processes went to the United,states (0.E.C.D., 1970). The. second point
is that in 1972 eighty-nine per cent of all foreign issued Ticences hald by
firms in Canada had been issued by English-owned firms (Canada, 1977). The
third point is that seventy-four per cent of the machinery and equipment pur-
chased by firms in Quebec in 1966 was imported, mainly {rom the remainder of
- Canada and the United States (Lefort and Marshall, 1972). As to the machinery
and equipment produced in Quebec, Raynauld's numbers indicate that less than
twenty per cent of the value added in that sector came from firms controlled
by Francophones (Raynauld, 1974, p. 80). Finally in 1970 it was found that

less than twenty per cent of the value added in that sector was in Francophone

firms (Dagenais and Van Peeterssen, 1973, p. 70).

The numbers reported above suggest that Quebec is fairly dependent on En-
glish-speaking suppliers of machinery and technology. It would then not be sur-
prising if the language of technology was English. What one finds is that in
the manufacturing sector in 1970 twenty-four per cent of technical instructions
given to workers were in English only, sixty per cent in both languages and
sixteen per cent in French only (Ecole de Relations Industrielles, 1971, p.
140). This figure, obtained from a survev of manufacturing firms, is supported
by the results of a survey carried out in 1970 on the language of work in Que-
bec. Almost five thousand individuals were interviewed (Carlos, 1973) and it
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was found that on average Francophones used English 42,9 per cent of the time
when reading documents, while Anglophones used French only 13,3 per cent of
the time (Carlos, 1973, p. 94). For Francophones this is the aspect of their
Job that, on average, requires the greatest amount of English; indeed, in

the case of the manufacturing workers, Francophones used English 53,4 per cent
of the time (Carlos, 1973, p. 331). Since reading documents is a task often

associated with the transmission of technological information, this also points
to an important role for English in making technology available to workers in
Quebec. '

These figures suggest that English is 1ikely to be the language of tech-
~nology used by Francophones, while the reverse is much less likely for Anglo-
" phones. As a result, one would expect, everything else being equal, to see

Anglophones earn more in technology-intensive jobs than Francophones. Indeed
even if the appropriate documents were translated so as to make the same tech-
nology accessible in both French and English, Anglophones working in technolo-
gy-intensive jobs would still earn more than Francophones since, given that
translation takes time, they would be working with, on average, more recent
technology (10).

I11.3.4 The Language cf the External Marketplace

_ The last factor that will be examined to understand how the value of En-
glish and French are set in the Quebec Tabour market is the language in the
markets that its workers can move to with relative ease, usually those adjacent
to it, and the Tanguage in the markets it exports its goods to.

As it was shown in Table 3.8, most Francophones in Canadxa live in Quebec.
Hence, in Canada, Francophones are not 1ikely to find, outside Quebec, labour
markets where they can easily work in French. As to the other contiguous la-
bour market, the United States, it is also one where French is not a language
used in the workplace. As a result, Francophones in Quebec are largely con-
fined to the Quebec labour market if they want to work in french in North Ame-
rica.

As argued in Chapter II, the language of the markets surrounding the bi-
Tingual labour market is iuportant in setting the rclative values of the two
Tanguages since it can make one, both, or none of tizse languages useful in
external trade, in both goods and services. 1n the case of manufactured goods,
fifty per cent of Quebec's manufacturing output in 1971 was sold within Quebec,
thirty per cent sold to other provinces, and twenty per cent to other countries,
with the United States accounting for two thirds of those exports (Fréchette
et al., 1975, p. 330). 1In the case of all goods, data are available only on
shipments outside Canada; one finds that in 1973 the United States recejved
sixty Eer cent of all exports shipped from Quebec (Fréchette et al., 1975,

p. 328

. Finally, in the case of services, it would seem that Montreal, be-
cause of the presence in that city of head offices 1ike those of the Royal
Bank, the Bank of Montreal, Air Canada, Canadian National Railways, and Cana-
dian Pacific Railways, exports head office services to the remainder of Canada,
and English-speaking market.

As-a result of the linguistic environment around Quebec, one would expect
that, everything else being equal, Francophones will earn less than Anglophones
since they are less mobile (Nickson, 1967; Canada, 1970), and since their lan-
guade is not of use in serving purchasers in the external market place. In
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that case, the difference in earnings should be higher in export oriented in-
dustries since English becomes more useful in those sectors.

I1I1.4 The Use of Languages in Quebec

In the preceding part of this chapter, the impact of four factors on the
use of English and French in the Quebec labour market was examined and various
inferences were drawn as to: the use of English and French in various occupa-
tions, the breakdown by language groups of the workforce in various occupations
and industries, and the impact on the earnings of individuals of knowing either
English or French or both, everything else being equal. In the remainder of. -
this chapter, the inferences as to the usc of English and French in various
occupations and industries in Quebec will be examined. This is done since it
is assumed there is Tink between the use of a language at work and the returns
Lo thet language; these returns will be examined in the last two chapters.

As to the differences in occupations, this thesis does not examine them. How--
ever, the interested reader will find in Appendix F information on the presence
of Anglophones and Francophones in various occupations and industries in 1971,

The information used to examine the use of English and French at work in
Quebec is taken from a survey conducted for the Commission d'Enquéte sur la
Situation de la Langue Francaise et sur les Droits Linguistiques du Queébec.
That survey is the most complete source of information on the language of work
in Quebec. The sample was selected by census tract so as to insure that it .
was a representative one. A total of 4,914 respondents gave fulil information
to the interviewers. Therefore, the care shown in selecting the sample and
its size makes for fairly reliable results (Carlos, 1973).

Table 3.10 summarizes the situation as to the use of English by Franco-
phones in Quebec.

Table 3.10
Overall Use of English by Francophones in the
Workplace, Percentage of time
in the Workplace during which it is used

industry Occupation
Managers | Clerks Salesclerks Production

Workers

Manufacturing 23,8 22,9 20,0 10,5

Trade 16 4,6 17,4 4,4 -

Finance 20,5 21,9 11,

Services 19,9 12,7 - -

Government 13,5 18,7 - -

source: L'utilisation du francais dans le monde du travail du Québec,
' by Serge CarTos, Québec, 1973, Editeur OfFiciel du Québec,
n. 54, o
While it is impossible to explain without more detailed analysis than the
one carried out here the results shown in Table 3.10, one can still note that
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some cf the hypotheses on the use of language seem to hold. For example,
French salespeople in the Trade and Finance sector use less English than in
tht Manufacturing sector. One explanation of this may be that the customers
sc.'ved by salesclerks in the Trade and Finance sectors are more likely to be~
Francophones than those served by salesclerk in the Manufacturing sector. One
also notices that English is more often used by Managers in the Manufacturing
and Finance sector, where the degree of ownership by Ang“ophones and the im-
portance of external markets is higher than in the Services and Trade sectors
where the reverse is the case. Finally, the Government sector is the one wheve
English is used the least by Managers, evidence that agrees with the fact that
grancaphones in some sense own the provincial and most local governments in
uebec.

. So the results found in Table 3.10 are consistent with some of the pre-
dictions drawn from the theoretical framework of Chapter II when applied to

- the Quebec labour market as to the use of language in the workplace. As to

the validity of the predictions on differences in earnings between Anglopho-
nes and Francophones in Quebec, they will be examined in the following chap-

ters, Therefore, it seems appropriate to summarize these predictions as a set
of testable hypotheses.

The first set of hypotheses (H1) is made for the male employees in Que-
bec without reference to the industry they work in or the occupation they hold.
As @ result of the demand and supply for linguistic human capital in the Que-
bec Tabour market, it is assumed that, ceteris paribus,

- individuals who know English earn more than those who do not know English.
This means that Anglophones and bilingual Francophones earn more than unilin-
gual Francophones (i);

- Anglophones are expected to earn more than bilingual Francophones since
their mastery of the English language is greater (ii);

- Bilingual Anglophones are expected to earn more than their unilingual
counterparts since they have a greater amount of linguistic human capital (iii);

-_ Unilingual Anglophones may earn less than bilingual Francophones. They
will earn less if the returns to knowing both French and English are higher
than the returns to knowing only English, given that unilingual Anglophones
master English better than bilingual Francophones (iv). This would make part
of (ii) false, :

7 If one takes into account that there could also be discriminatory behaviour
by firm owners, then the previous results still hold but Anglophcnes are even
more Tikely to have higher earnings, ceteris paribus, than Francophones.

7 The second set of testable hypotheses (H2) is made for individuals working
in specific industries. These hypotheses are in addition te the general set

of hypotheses and provide additional information for specific industries. It

is assumed that, ceteris paribus, 7

- bilingual employees in the Trade sector earn more than unilingual em-
ployees (i);

- the returns to knowing English are higher in sectors where Anglophone
ownership is high, that is the Resources, Manufacturing, Transportation and
Communications, and Finance sectors, than in the other sectors of economic

activity (ii); 64




- the returns to knowing English are higher in sectors whose markets for
head office services are mainly outside Quebec that is Transportation and Com-
munications, and Finance, than in other sectors (1i1);

- the returns to knowing English are small in the Government sector (iv).
While these hypctheses on the returns to linguistic human capital are made
for the whole of the Quebec labour market, it is plausible that differences in
supply and demand of Annlophones may lead to the existence of different rates
of returns in the Montreal area and in the whole of Quebec. Furthermore, if
there is discriminatory behaviour in the private sector, it will lead to even
hiigher returns for Angiophones.

The third and final set of testable hypotheses (H3) is made for indivi-
duals working in specific occupations; once more these are additional hypo-
theses to the general set of hypotheses. It is assumed that, ceteris paribus,

- individuals working in Sales occupations will earn more if they are bilin-
gual than unilingual (i);

- individuals working in Administration or Applied Sciences occupations will
earn more if they are Anglophones than Francophones because of the impcrtance
of communication in these occupations (ii);

- individuals working in Education and Health occupations will gain little
?y knowing English since they work mainly in French serving French consumers
(i11).

Once more, if discriminatory behaviour is present, Anglophenes will bene-
fit from it, at least in the private sector.

So, in this chapter, the Quebec labour market has been examined in the
light of the theoretical framework of Chapter II and a set of testable hypo-
theses as to the value of English and French were written down. They will be
examined in the Tight of empirical results in the next chapter.
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CHAPTER 1V

THE RETURNS TO LANGUAGE IN THE
QUEBEC LABOUR MARKET

Having argued that, ceteris paribus, knowing English should increase the
earnings of those working in the Quebec labour market, it remains to examine
that proposition and more specifically the three sets of testable hypotheses
written down at the end of Chapter III. Before estimating multiple regressions
useful for that purpose, it is necessary in the first two sections of the chap-

ter to define the appropriate variables und the functional form chosen. In
the third and main section the regression results are reported and discussed
with special attention given to the language coefficients.

1V.1 The Variables
S0 as to be able to use the sample described in Chapter III for regres-

sion purposes, one needs to define an appropriate set of variables. This is
done here with each variable defined in turn.

The dependent variable is the natural logarithm of the individual's earn-
ings. This continuous variable is defined as the logarithm of the sum of all
wages, tips, bonuses, commissions and amounts of a similar nature received
during 1970, gross of deductions but not including payment in goods and ser-
vices such as room and board (1). Unfortunately, the earnings figure found
in the Public Use Sample Tape does not take into acccunt fringe benefits re-
ceived by employees. So if some employees prefer receiving their compensation
for work entirely in wages and others prefer receiving part of it in fringe
benefits, differences in pecuniary benefits would appear where there may be
no differences in total benefits. However, unless Anglophones and Francopho-
nes systematically differ as to how they want to see their compensatior for
work proken down in wages and fringe benefits, this problem is not expected
to bias the principal results of this analysis.

One of the key independent variables is language. It is a set of four
dichotomous variables described in Table 4.1. 1In that table as in the other
tables in this part of the chapter, the "Label" columa indicalss the name
given to the. variables in various tables.
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Table 4,1
Language Variabl::

Mother Tongue Language Skills
Unilingual Bilingual

English
French

Label
Unilingual Anglophone
Unilingual Francophone

Label
Bilingual Anglophione
Bilirgu~' Francophore

Let us note that being biTingual implies that individuals have a minimum

Tevel

of competence in their second languawe, English or French. They may,

however, be more fluent in English or French than the minimum required to be

reported as bilingual in the Census.

tions of the 1971 Census are presented.
Another independent variable is education.

the exact number of years
individual being assigned
his number of years of schooling.
chotomous varjables to re
scaled education variable.

for a greater flexibility as €
Table 4.2 is used to describe the education variables.

tion and earnings.

to one

Hence, it was

to the shape of the

In Appendix D, the exact Tanguage ques-

On the Public Use Sample Tape

of schooling of an individual is not given, each
of twelve schooling categories accorciig to

decided to use a set of di-

present schooling rather than use an arbitrarily
Such a choice has the added advantage of allowing

relationship between educa-

Only five categories are used so as to incure a sufficient number of degrees

of freedom in

Table 4.2
Education Variables

the analysis when Industry and Occupation subgroups are exam-

Educaticn intervals fo
in the Pubiic Use Sample Tape

tnd 7

Assumed number of
years of schooling

No schooling
1-4 years
5-8 years
9-10 years

‘11 years

12 years

13 years
University:
1-2 years
3-4 years
3-4 years:
5 years and more

5 years and move:

~ WO

10
11
12
13

14
15

degree grante