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Introduction

Comparable worth was one of the most hotly debated employment
issues of the 1980s. and seems certain to provoke controversy into the
1990s. Its supporters range from  ~ National Organization for Women
to the Association of Junior Leagues. from the AFL-CIO to the
staunchly conservative Republican mayor of Colorado Springs. Colo-
rado. Opponents have called it “socialism in drag™: one Federal judge
has contended that it is "pregnant with the possibility of disrupting the
entire economic system of the United States of America.™ Several bills
before Congress have called for studies of the federal civil service pay
structure along comparable worth lines. The 1988 Democratic platform
endorsed comparable worth; the Republican platform rejected it.

The basic notion underlying comparable worth is simple: jobs of the
same worth should receive the same pay. (An obvious corollary is that
jobs of different worth can legitimately receive different pay.) In a sense,
the concept is long established: since the late nineteenth century, the
“worth™ of different jobs has been a concern of personnel managers.
industrial psychologists, industrial engineers and others responsible for
deve loping pay systems.

In a different sense. however, compuarable worth is a relatively recent
development stemming from concerns about the labor market status of
women. Present day advocates of comparable worth (or “pay equity.” as
it is sometimes called)! readily agree that predominantly female jobs
such as nursing. teaching or library work differ from predominantly
male jobs such as plumbing, tree trimming or truck driving. However,
they argue that predominantly female jobs are all too often paid consid-
erably less than predominantly male jobs that, although dissinnlar in

Phank Cordelus W Remmersand M Anne Hill tor comments and stggestions on pres ious dradts of
this inteoduction



2 The Economics of Comparable Worth

terms of their functions and duties. are nevertheless comparable in
terms of a composite of factors such as skill, effort, responsibility and
working conditions, and that such underpayment of womens jobs is
discriminatory.? Nor is this problem likely to be alleviated by other
means, say the proponents: the avcrage earnings of full time. year round
female workers have remained at about two-thirds of the figure for
similar male workers —essentially unchanged for the past 20 or 25
years—and other kinds of antidiscrimination measures (e.g., Title VII
of the Civil Rights Act. the Equal Pay Act, Executive Order 11246) can
be expected 10 work . lowly if at all in alleviating labor market discrimi-
nation. Hence the ca.e for a new antidiscrimination remedy: compara-
ble worth.

Comparable worth received a degree of official recognition when, at
the end of the Carter administration, the National Research Council’s
Committee on Occupational Classification ar1 Analysis issued a report.
commissioned by the Equal Employment Opportunity Commission,
which endorsed the concept in measured but unequivocai terms
(Treiman and Hartraann. eds.. 1G81. pp. 66-7):

The committee is convinced by the evidence, taken together. that
women are systematically underpaid. Policies designed to premote
equal access to all employment opportunities will affect the under-
payment of women workers only slowly, Equal access to employ-
ment opportunities may be expected to be more effective {or new
entrants than for established vorkers and more effective for those
who have invested less in skills than for those who have invested
more. Since many women currently in the labor force have invested
years of training time in their particular skills (e.g.. nursing, teach-
ing. librarianship, and secretarial work). access to other jobs (e.g..
physicianship. plumbing. engincering. or sales) may not be pre-
ferred. For these reasons the committee believes that the strategy of
“comparable worth.” that is. equa! pay for jobs of equal worth,
merits eonsideration as an alternative policy of intervention in the
pay-setting process wherever women are systematically underpaid.

Both before and after the NRC report, proponents of comparable
worth attempted to advance the co ept-- primarily focusing on state

Je



Introduction 3

and local government employment — both by litigation under Tit'e VI of
the Civil Rights Actand by lobbying (e.g.. legislation. changes in union
contracts, administrative revision of pay scalesj. The latter route has
produced considerably more success tor comparable worth advocates
than the former.

Most court cases alleging discrimination against women on the
grounds that predominantly female jobs were paid less than comparable
male jobs have gone against female plaintiffs. In general, the federal
courts have been unwilling to declare such situations to be discrimi-
natory, even when the plaintifts could present evidence. based on job
evaluations,? that the predominantly female and predominantly male
Jobs 1n question were indeed “comparable.”

A relatively early example is Christensen v fowa (563 E2d 353 (8th
Cir. 1977)). in which predominantly female clerical workers at the
University of Northern lowa argued that they had been discriminated
against because their jobs received lower pay than predominantly male
physical plant jobs even though the university’s job evaluation sy stem put
the two job categories in the same labor grade and assigned equal point
values to both. The university argued that the wage difference simply
reflected different wage rates prevailing in the external labor market,
and the Eighth Circuit Court of Appeals apparently agreed. saying. “We
do notinterpret Title VII as requiring an employer to ignore the marke?
mn setting wage rates for genuinely different work classifications.™ Sim-
ilar cases (e.g.. Lemons v Cirv and County of Denver * in which nurses
employed by the City of Denver argued that their jobs were paid less
than predominantly male jobs —tree trimmers. sign painters. real estate
appraisers - that required less training and skill) have met with the sume
fate. In 1983, a federal district judge ruled in AFSCME v State of
Washingron (578 ESupp. 846 (1983): 770 E2d 1401 (9th Cir. 1985),
rehg den.. 813 E2d 1034 (1987)) that the state had discriminated
against its women employees by paying predominantly female jobs less
than comparable predominantly male jobs. butin 1985 the Ninth Circuit
Court of Appeals reversed the district courts ruling on all counts,
echoing its prior decision. which also rejected comparable worth
claims. in Spaulding v. University of Washington (740 F2d 686 (1984),
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cert. denied, 1058 S.Ct. §11 (1984)).° More recently, dhe tederal courts
have rejected comparable worth claims in lawsuits brought by state
government employees in Michigan (Iternational Union. UAW, v, State
of Michigan, 673 ESupp. 893 (ED Mich. 1987). affd sub nom. , Interna-
tional Union, UAW, v, State of Michigan, no, 87-2228 (6th Cir. Sept. 28,
1989)) and in Califorma (California State Emplovees’ Association
State of California. no. C-84-7275. U.S. District Court (ND Calif.
October 3. 1989)),

Developments on the lobbying front have generally been more suc-
cesstul for proponents of comparable worth. Noentirely comprehensive
survey exists. It appears. however.® that about 30 state governments have
at least begun to undertake formal job evaluation studies to determine
whether compensation does reflect the *worth™ of predominantly female
as well as predominantly male jobs. and that over a dozen states have
a-fopted changes to bring about a greater correspondence between jobs'
pay and their assessed worth. Comparable worth wage adjustments have
also been implemented at the local government fevel, either by negotia-
tion (Colorado Springs. Colorado). as the result of a strike (San José.
Catifornia). by administrative decision (Los Angeles), or adoption and
implementation of a charter amendment (San Francisco). The Ninth
Circuits appellate decision notwithstanding, Washington State and the
American Federation of State, County, and Municipal Employees
(AFSCME) agreed in January 1980 to settle AFSCME v Stute of
Washingron out of court. The settlement provided for pay adjustments
for predominantly female jobs costing an estimated $482 million. and
was hailed by the governor and the chiet negotiator for the largest state
employee union as a victory for comparable worth (Newe York Times
1986).

Finally. comparable worth studies of federal employment are also a
real possibility. On several occastons since 1984, the Congress has
considered legislation calling for a study of the pay system in the federal
civil service aimed (among other things) at determining whether the
worth of predominantly female job classifications was reflected in pay
rates: in cach  ase. the legislation has passed the House of Represen-
tatives but has died in the Senate.”
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In contrast. develcpments bearing on comparable worth in the private
sector have been negligible (Wall Street Journal 1985a). Recent years
have seen no comparable worth litigation in which private tirms were
defendants. Some firms, including telephone companies and other em-
ployers of electrical workers, are reported to have made some pay
adjustments along comparable worth lines; these firms have not, how-
ever, publicly disclosed the cost of these adjustments (New York Times
1989b). Advocacy groups have purchased stock in several companies
(including Actna. Cigna. Kimberly-Clark and J. P Morgan) and have
then intraduced resolutions for the firms shareholders’ meetings calling
for the companies to pay their employees on the basis of comparable
worth. None of these resolutions has been approved. however (IRRC
News for Investors 1988, p. 125; 19894, p. 38: 1989b. p. 118). In
Wisconsin, employer groups played a leading role in defeating legisla-
tion that would have required state governmen, employee pay to be set
along comparable worth lings: in neighboring Minnesota. employer
groups said little about a 1982 law (discussed at length in chapter 4)
requiring comparable worth for state government employees but have
since mobilized against application of comparable worth to the private
sector (Wushington Post 1985). In 1988, the Province of Ontario,
Canada. adopted a law requiring comparable worth in both the public
and the private sectors. Reaction of business groups has been mixed:
organizations representing small employers have remained stoutly ep-
posed. but groups representing large emiployers have professed willing-
ness to wait a year before judging the law (Wall Streer Journal 1988a.b).
(For further discussion of developments in Canada., see New York Times
1989a. Hutner 1986, pp. 41-58, und Gunderson and Riddell 1988, pp.
458--167. Willborn 1989 discusses developments in Great Britain.)

At the national level. the Reagan administration actively opposed
comparable worth, particularly during its second term (1985-89). Dur-
ing the 1984 presidential can.paign. the ranking member of the Presi-
dent’s Council of Economic Advisers criticized comparable worth as “a
truly crazy idea” and a “medieval concept,” and the Presidents press
spokesman — saying he was expressing President Reagan's views —said
the concept was “nebalous™ and would represent “an unprecedented
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intrusion into our private affairs™ (New York Times 1984). In 1984, the
U. S. Department of Justice filed an amicus curiae brief in support of the
State of Ilinois. which was being sued by the American Nurses' Asso-
ciation on comparable worth grounds:® and in 1988 it filed an amicus
brief in support of the State of Michigan, which was being sued on
similar grounds by the United Auto Workers.®

Perhaps the most vociferous opposition to comparable worth within
the Reagan administration came from the U. S. Commission on Civil
Rights. whose former staft director, Linda Chavez., often criticized the
concept and whose then chairman, Clarence M. Pendleton, Jr.| called it
“the looniest idea since Loony Tunes came on the screen.” In June 1984
the Commission held extensive hearings on the issue (U. S. Commis-
ston on Civil Rights, 1984): in April 1985, the Commission voted by a
5-2 margin to urge Congress and government agencies to reject the
doctrine of equal pay for jobs of comparable worth (New York Times
1985a; U. §. Commission on Civil Rights 1985). The U. S. Equal
Employment Opportunity Commission followed suit in June 1985 its
five commissioners voted unanimously that federal law does not require
employers to give equal pay for different jobs of comparable worth (New:
York Times 1985b).

The Bush admimistration is unlikely to change the attitude of the
federal government and its civil rights policy and enforcement agencies
towards comparable worth: as note 4 earlier. the 1988 Pepublican plat-
form rejected the concept. and the then Vice-Presidents campaign
speeches on employment discrimination were limited to expressions of
support for equal pay for equal work, presumibly as embodied in the
Equal Pay Act of 1963.1¢

The volume of debate on comparable worth —in the courts, Congress,
government agencies. the news media. public forums and even scholarly
journals — has been considerable. On the whole, however, the quality of
the debate has been sadly deficient. Two features of the public debate
seem particularly unfortunate. First, in much of the controversy. both
proponents and opponents have failed to define terms and concepts
clearly —even the concept of comparable worth itself. ' Relatively little
effort has been devoted to describing. in concrete terms, what would he
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involved in implementing and enforcing a policy of equal pay for jobs of
comparable worth. Still less attention has been devoted to the ways in
which such a policy would resemble or differ from existing anti-
discrimination policies (e.g.. under the Civil Rights Act).

A second problem with the public debate on comparable worth is that
the protagonists have often been preoccupied with essentially ideologi-
cal and normative issues, to the almost total exclusion of important
conceptual and empirical questions.'? (Inded. some of the protagonists
seem to be concerned more with questicns about how labor markets
operate, e.g.. whether labor markets are better described by nco-
classical or institutional models. than with questions about the merits of
requiring “equal pay for jobs of comparable worth.™) Both sides in the
debate scem to agree that comparable worth is intended to serve as a
means of redressing some of the economic effects of discrimination
against (or labor market segregation of) women. The likely eftects.
however, of actual or potentia’ comparable worth policies on labor
market outcomes for women--on wages, employment, etc. --have re-
ceived relatively little attention Ever .ess thought has been devoted to
comparing the likely impacts of comparable worth measures with the
effects of other antidiscrimination measures (e.g. . enforcement of Title
VI of the Civil Rights Act),

The basic objecive of this monograph is to contribute to the debate
about comparable worth in two ways. First, I want to provide a clear
statement of the definitional and conceptual issues surrounding com-
parable worth: although policy decisions are ultimately a matter of
ideology and normative judgments, such choices can be shaped and
informed in important ways by careful dissection of definitional and
conceptual questions, Second. I want to analyze the actual or potential
cffects of comparable worth. One of the most important criteria in the
evaluation of any proposed policy is the question of its actual (as
opposed to its intended) impact on key "outcome™ measures. By analyz-
ing economic models of how comparable worth might work in alter-
native labor market settings. and by performing empirical studies of the
effects of comparable worth measures that have actually been imple-
mented, 1 hope to contribute significantly to understanding how com-

\
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parable worth (or comparable worth-like measures) would actually
work in practice.

One general remark scems appropriate at the outset: since I am an
cconomist. my discussion focuses on econamic aspects of comparable
worth. Other aspects of comparable worth (e.g.. legal questions) have
been discussed elsewhere (see, ©.g.. Becker 1984, 1986; Blumrosen
1979, 1986: Clauss 1986: Dcan. Roberts and Boone 1984 Fischel and
Laiur 1986a-b: Freed and Polsby 1984: Gold 1983; Heen 1984:
Holzhauer 1986: Nelson et al. 1980: Stone 1985: Stone, ed. 1987:
Weiler 1986: and Yale Law Journal 1981). and 1 have no special
expertise in ficlds other than economics. Accordaagly. it seems appro-
priate to exploit the principle of comparative advantage, and to focus on
cconomic rather than other aspects of comparable worth.

The plan of this work is as follows. Chapter 2 discusses definitions.
concepts and analytica' issues: the basic premises underlying compara-
ble worth and practical details of implementing it: the nature of labor
muarket discrimination and the question of whether equal pay for jobs of
comparable worth is nondiscriminatory; analysis of how adoption of
comparable worth might affect wages and employment of men and
women. Chapter 3 is conceraed with empirical questions: conventional
economic and comparable worth studies of the actual magnitude of the
female/male pay gap. and methodologies for analyzing the actual effects
on wages and employment of adoption of comparable worth policies.
Chapters 4--6 describe the adoption of comparable worth or comparable
worth-like policies in three different settings —San José. California:
Minnesota: and Australia—and present analyses of the effects of these
policies on wages and employment. Chapter 7 summarizes the work and
presents the main conclusions.

NOTES

P Some writers appaar (o ase Sromparable worth” and “pay equits Tinterchangeabh L others
appear to regard pay equin” o snomvmens weth nondienmumation i pay and Ccomparable
warth™ us ane means tamong otherss o that end

S prmaiple. there is noreason why comparable worth s nofas perbinent 10 mimonies as st
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e wonen. However, proponents of compuarable sworth appear, fov the most part. to regard the
problem of uneguad pay for obs of comparable worth i affecting women more than mmotity men
tvee, g, Treiman and Hartiean, cds., T9ST esp. pp 90 280 The Rev. Jesse JachaonSspecch to
the 1988 Democritic Natiomd Convention referred o "working women seehfing] comparable
worth™ (New Yk Times, TYBR. the Democratic plutform referred 1o “pay cquity for v orhing
women” (Vew Yok Times, 1988by

Y See chapter 2 for @ discussion of job esafuanon methods, In hrict. sach eviduations assign
“points” o fobs on the basts of characteristios (shilll etfort, responsibilitn, working conditions, und
the fiker with jobs recevimg many poants tue L requiring much efforts inselving anerous working
conditions. et betng deemed o e wgreater “worth”™ than jobs receving fow pomnts.

ST FEP Cases 906 (DL Col, 19781, 020 B3 228 ¢ 1Oth Cir L TYROL. corr, demed, 449 UUS
SR8 [9RM

* As noted below, the parties ultinuuedy agreed to settle out of cautt, renderning mont g request
aude by the plantihs fora rehearing cn bane by the Nith Circuit, For detasled de cussions of the
e, see Remick (1988 and Willbor (1980,

& See Bureat of Natonal At (198 1 Cook (1980 and tquoting sosurvey condugted by the
National Committee on Pay Equity ) e New York Tomes 118947,

T Ror aosummary of dovelopments sn Congress through TURR wee U1 S Congress. House
(1URE).

* The ANA contended thut surses m state government emplos ment were pand less than persons
i predonumintly made jobs thue according o Hlinon” job eviluation resufts. were compurable in
terms of skl effort, responsabu ity and wothing conditions The federad district court decision (66
ESupp. P32 (1988 dismissed the ANAS suit on the bases of arguments simitlar to these used 1n
Christensen On appeal, the Seventh Cireunt (83 E2d 718 (Tth Cir, 19861 reversed the district
court and remanded the case for further proceedings on the grounds that although the ANA had
alleped mtentional sex diserimination, the state had answered ondy on the theory that plaintffs
entire clatm was based on conyparable worth, The appellate court mude clear. however, that it alse
rejected the ANAN complamt to the extent that it rased comparable worth issues. and itinited thut
the complamnt might not survive o future motion for samnuary judgment i plaintitis Liiled to
produce evrdence thet went bevond comparashle worth,

See Internanongl Uneon, CAB mentioned earher i thas capter In the interest of full
disclosgre. Tahould note that Tservedis i consultant and expert Labor coonomist for the detendint
tthe State of Michigany o this htigation,

1 For example. see the then Vice-Presudents July 24, TORK address toaconvention of busimess
and professional womens clubs cFhe Viee Prosdent, Gthoe of the Press Secretany, (8RB which
expresses support for “eqguat pis tor equat work™ but does not mention "eompatable sworth™ or "pan
cguity.”

P The same comment apphies cven todiscussions af the issue by neatrals interested primariiy o
repoartmg., rather than debating the e, For example. the Bureaw of Nattonal Afhuaes (19X po 1
including G "the “pure’
comparable worth doctome " according to whrch " disermmmation exists when workersof ons ses

disctsses saveral interpretations of the "comparahle worth” dodtrine.

inane jobcategony are pand loss than workers mactotalhy ditferent b categors  whenthotao
groupsare Looeme sense, of comparable worth” to therr emploser™ comphasas added . and dn
“the "common’ comparable worth doctrime.” accordmg to which “discrimnation esds when
workers of one sev o one job category ure pand less thian workers of the other ses in the e
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general jobclassification . when the two groups are perfornung work that is not the same in content
b that is of compurable worth 1o the employver in terms of reguirements” cemphasis addedy. The
cirendarity of both of these defintions s evident.

2 An exception is a {986 sy mposium an comparable worth in the Unnersaty of Clieago Law
Review tFischel and Luzewr 1986a-b, Holshauer 1986 and Becker 19861
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Comparable Worth: Definitions,
Concepts and Analytical Issues

This chapter is concerned with definitional. conceptual. and analytical
issues about comparable worth. What /s “comparable worth™ How
could (or should) the "worth™ of | bs be measured? Is it discriminatory
for employers to pay ditferent wages tor jobs of comparable worth? How
would adoption of comparable worth - i.e.. requiring equal pay for jobs
of comparable worth--affect wages and 2mployment > men and
women’?

2.1 Whart Is Comparable Worth?

Any labor market transaction involves both a buyer and a seller: for
example, the wage paid by an employer is also the wage received by the
employce. Likewise, the “worth™ of jobs can be viewed from :he per-
spective of either employers (the demand side of the labor market) or
workers (the supply side of the market).! Thus, in principle. the worth of
a particular job can be defined in cither of two ways: as “value to the
employer.” or as “desirability to the employee.™ I will refer to the first of
these definitions as the "marginal productivity”™ or MP definition of
comparable worth. and to the second as the "compensating wage differ-
entials” or CD definition.

To understand the meaning of the MP definition, suppose that an

Pthash Lawrence Kb, Muslene K, Dasid Neumush, Cordelus Remmers, Lawrence Suninera,
and participants o sernars ot the Austrahan Natonad Unnersy, Indiana Unneraty, the U8
Burcaw of Lubor Statinties. the Unisersity of Calitorniaat Berheles, the Univeraty of Mars Lo the
Univeraty of Molhourne. the Unnersity of Now South Wales, the Unsversny of Western Australia,
and Rutgers Universits for iy helpful comments on proviots seisions of this chapter

i
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employer has 100 workers who are all alike thave the same schooling,
work experience. ete.) and can be placed imto one of two jobs . A or BUIf
the increase inoutput that the emplover would derive by assigning these
workers to job A s equas to the increase that would result from placing
them in job B. then the two jobs would be called “comparable™ in this
sense. In economic jargon, jobs of comparable worth under this defini-
tion are jobs in which the marginal product of o given type of Labor is the
same.?

Although comparable worth has sometimes been defined in this way
(sce. for example. Bureau of National Autairs 1981, p. D). and although
proponents of comparable worth not infrequentl use the terms “jabs of
comparable worth™ and “jobs of equal value to the employer™as if they
were equivalent, most giscussions of comparable worth explicitly detine
compurable worth differently. Two jobs are said to be of comparable
worth if they are comparable in terms of a composite of four Kind: of
factors: skill (c.g.. education and training requirements). effort, re-
sponsihility and working conditions. (For example. sce Trenman and
Hartmann, eds. 18810 p. 1) Thus, whereas the MP definition in effect
defines comparable worth from the standpoint of emplovers (1.e.. the
“worth™ of jobs measared in terms of their contribution to the employery
owtput). the second definition 1t effect defines comparable worth trom
the standpoint of employees (i.c.. the "worth™ of jobs measured in terms
of the requirements that workers must satisty inorder to held them. the
conditions experienced by workers who perform them, et ?

At least in general, the two defimtions are difterent. For example,
although woriing conditions may not usually have much to do with
productivity. they will usually play an important part in workers views
of different jobs * Morcover, the two definitions have quite different
ruphications. To determine whether two jobs are comparable in the MP
sense. one would need to measure the contribution cach makes to the
cmployers output: whereas an assessment of the comparability of two

Jobs in the CD sense requires an evaluation of the jobs in terms of skill.

cffort. responsibility and working conditions. or what the tobs ask of
workers.
In almost all cases. proponents of comparable worth have cither
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implicitly or explicitly used the second (CD) definiuon. so that is he
tocus of this monograph. 1 now consiler several subsidiary (but still
quite important) 'ssues: coverage. compliance and deiermination of job
comparability under a standard of pavment based on joo worth,

Coverage

Virtudly all proponents of comparable worth specity that compara-
ble worth requirements would cover individi. .l emplovers, and that job
evaluations would be performed for particular employers rather than on
any more general bas’s (e.g.. labor market- or ¢cconomy wide). Thus,
comparable worth would entail an assessment of the comparability of
the jobs of, say. tool mechanic and secretury at a given employer, and
would require pay changes if the two jbs were found to be comparable
but paid differently. Virtually all proponents agree. hawever. that com-
parable worth would nor entail evaluations of these jobs wcross firms,
would no set a untform national wage for eiher job. and would not even
necessarily require that any other employer adjust the pay of tool
mechanics and seeretaries. That would depend on whether, at ary other
such firm, the two jobs were found to be comparable.

Thus. determinations of job comparability would be conducted viithin
t-dividual firms, Other questions about coverage, however, have largely
been neglected. For example. would coverage be limited to empiovers
with at feast some specitied number of employees. as under provisions
of fuir lubor standards Taws? Would the sarie comparable worth stan-
dard be applied to all establishments of i given emplover, regardless of
geographic location or industrial cassification? Sach ooetals have not
yet been discussed systematically

Compliance

Most discussions of compurable worth sav ittle about compliance.
i.e.. about how wages would be adjusted i twa jobs covered by com-
parable worth and deemed to be comparable nevertheless pay different
witges. The possible compliance procedures are numerous: the wage of
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the low-paying job could be raised to equal that of the high-paying job;
or the wage of the high-paying job could be reduced to equal that of the
low-paying job: or one could split the difference. raising the wage of the
low-paying job and reducing the wage of the high-paying job until they
were equal: and so on. In practice. however. n'ost proponents of coni-
parable worth who address this question opt for wage increases for the
low-paying job as either the only. or else the preferred. method of
compliance. Forexample, laws proposed in state fegislatures frequently
specify that compliance with the standard of equal pay for jobs of
comparable worth shall in no event result in a reduction in the pay of any
job (see Perrin 1985. esp. pp. 27-28). Similarly, comparable worth
plans actually adopted by state and local governments have generally
prohibited cuts in pay for employees or job categories (for example, see
Orazem and Mattila 1989, p. 180).

Determining Compa bility

The most important question confronting any attempt to develop a
comparable worth policy concerns the determination of job com-
parability. Virtually all proponents of comparable worth advocate the
use of job evaluation in assessing the "worth” of jobs. Job evaluations are
often (though not always) conducted in the following stages. First, the
evaluators describe the characteristics, requirements. duties, working
conditions. cte., of the jobs 1o be evaluated and identify the specific
“compensable factors™ on which the different jobs are to be evaluated.
Second. the evaluators assign scores or “evaluation points™ to each
compensable factor for cach job. Third. the cvaluators determine
weights to be assigned to the different factors (e.g., whether skill isto be
given greater or fesser wejght than working conditions), Finally, the
evaluators determine the total point score (or *worth™) of each job by
computing the appropriately weighted sumof the points awarded to each
of the factors for that job. Jobs with the same (or very similar) total
scores are then said to be “comparable.”

Although there seems to be general agreement on these broad out-
fines. there is. perhaps not surprisingly, less uniformity on questions of

re
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detail. First, different job evaluation systems categorize the four basic
compensable factors (skill. effort, responsibility and working condi-
tions) in different ways. For example, the evaluation of government jobs
in the State of Washington by Norman D. Willis and Associates (1974,
1976) asstigned points for “knowledge and skills.” “mental demands.”
“accountabiiity.” and “working conditions.” Hay Associates assigned
points to municipal government jobs in San José. California. on the
basis of the “know-how.” “problem-solving.” “accountability™ and
“working conditions” involved in cach job (U.S. Congress. House 1983,
p. 340). The U.S. Othce of Personnel Management’s Factor Evaluation
System of Position Classification (FES) considers nine factors: “knowl-
edge required by the position.” “supervisory controls,” “guidelines,”
“complexity.” “scope and effect.” "personal contacts.” “purpose of con-
tacts.” “physical demands™ and "work environment™ (U.S. Civil Service
Commission 1977, pp. 13-31: Werwie 1987). Industry groups such as
the National Metal Trades Association. the National Electrical Manu-
facturers Association and the American Assactation of Industrial Man-
agement have developed systems with 11 factors,

A second source of variation among different evaluation procedures
concerns whether the same job evaluation, with the same set of compen-
sable factors. is used to evaluate all jobs at a given firm. Not infre-
quently, different job evaluations are applied to different job “tamilies.”
For example. the Cooperative Wage Study (CWS). initiated in 1944 by
12 of the largest steel corporations at the direction of the War Labor
Board. uses 12 compensable factors in evaluating hourly jobs. and 7 in
evaluating nonexempt office and technical positions. For a considerable
pericd of time. the Westinghouse Electric Corporation maintained sepa-
rate scales for its predominantly male and predominantly female jobs.
As explained inits 1939 Industrial Relations Manual®:

The occupations or jobs filled by women are point rated on the
same basis of point values for Requirements of the Job and Respon-
sibitity, with the same allowance for Job Conditions. as are the jobs
commonly filled by men. .

The gradient of the women'’s wage curve, however, is not the same
for women as for men [yic} because of the more transient character
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of the service o the former, the relative shortness of their activity in
industry, the differences in environtient required. the extra services
that must be provided. overtime conditions, extra help needed for
the occasional heavy work. and the general sociological factors not
requiring discussion herein.

The rate or range for Labor Grades do not coincide with the
vatues on the mens scale. Basteallye then, we have another wage
curve or Key Sheet torwomen below and not parallel with the mens
curve,

Finally, job evaluations antfer in the extent to which they incorporate
information about labor markets. both internal and external to the
enterprise at which the job. are being evaluated. Most commercial job
cvaluation systems reiy. at Jeast 1o some degree. on such labor market
information. In contrast. many comparable worth proponents advocate
“bias-free”™ job evaluations. which explicitly avoid using such informa-
tion on the grounds that the labor markets that generate it are distorted
by discrminatory behavior.

Conunercial job evaluations. Although it is difficult to be certain, it
appears that job evaluation has been tin use since at least the late
nineteenth century® and has been extensively developed and imple-
ment~d sinee the 1930s and. in particular, 1940s (Schwab 1985, p. 37).
Evaluation methods may be grouped under two main headings: “whole
job™ methods. and “compensable factor™ methods, As their names
imply. the former approach considers individual jobs "as a whole,”
whercas the latter iy concerned with identifving attributes or charace-
teristics of work that ditferent jobs possess in difierent degrees.”

The simplest tand probably oldest) form of whole job evaluation is
commonly known as “job ranking™: one simplv compares all jobs at an
enterprise with cach other and ranks them tfrom most to least important,
with pay rates revised as necessary to reflect the ranking., A variant,
known as “market pricing.” entails several steps: (1) mateh the jobs
under review with similur jobs in the relevant external Libor market(sy;
(2) determine the wages paid to these reference jobs in the relevant
external lubor market(a). and (3) when necessary. adjust pay rates for

e
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the jobs under review so as to mateh the rates paid externally. Finally,
under the "marKket pricing guideline method.™ the jobs to be evaluated
and their rates of pay are initially linked to ¢xternal labor market
“reference™ jobs, but pay rates for the reference jobs are only a guide-
line: the evaluators may change the rank of 'the jobs to be evaluated. and
further change pay rates. within specitied limits it it is decided that the
initial ranking of the enterprise’s jobs and/c - the initial matching of these
jobs with external reference jobs was mappropriate.

Compensable factor job evaluations identify qualities or features
common to many (idea:ly. all) jobs in an organization, and quantify the
degree to which cach job possesses those. The first step under this
approach is to identify all qualities or features — "tactors™ - to be com-
pensated. by examining job descriptions. administering questionnaires
to workers and supervisors, ete. Some evaltuations of this Kind simpi
describe, in qualitative and narrative terms. how an enterprise’s jot
differ in terms of such factors.® but most compensable factor evaluations
are quantitative: evaluators assign points for each factor to cach job,
based on the extent to which each each job entails each factor. (For
example. jobs requiring much skill or training nught receive 10 points
for the "skill™ factor, whereas jobs requiring minimal skill might receive
1 or 2.) In awarding points to jobs, some quantitative plans® use jobs
identified as “benchmark™ or “key™ jobs as a reference point. These are
jobs judged to be especially sensitive to external labor market condi-
tions, to be “standardized (employed by many organizations) and {to
possess| stable content™ (Schwab 1980, p. §5). The number of such key
jobs should be “sutficient. . . to cover the entire runge of difliculty or
importance of cach fcompensable] factor™ tHenderson and Clarke 1981,
p. 17).

One of the most popular quantitative procedures is the "Factor Guide
Chart Mcthod™ or. more simply. "Hay Plan.” named after its chief
piogenttor, Edward N, Hay, This plan considers three basie factors,
"know-how,” "problem solving.™ and “accountability.” although a fourth,
“working conditions,” can be included if desired. and each basic fuctor
is divided into various subfactors (Hay and Purves 1951, 1954y, Charts
are used to determine points to be awarded for different combinations of
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the factors and subtactors. A hallmark of the Hay method is 1ts capacity
for substantial modification so as to be applicable to different organiza-
tions. Although the Hay approach is not tied explicitly to particular “key
jobs™ unlike some other methods), it appears to be intended primarily
for evaluation of i« given job fomily (or set of related job families) within
an organization. rather than of the entire set of jobs at an organtzation.
In principle. then, an enterprise would use not one Hay plan but several
to evaluate its entire range of jobs. '¢

Once evaluators hive assigned points to factors under methods sach
as those just discussed. the next task is to combine them for each job to
arrive at a total point score. 1.e.. a measure of the total "worth™ of cach

job. In general, job evatuations compute total worth as a weighted sum

of the points awarded to cach of the different factors: differences among
evaluation methods in this regard have to do with how the weights are
determined. In the main, commercial job evaluations derive weights
using the so-called “policy-capturing™ approach (Treiman and
Hartmann, eds. 1981, p. 74). Under this approach. weights are con-
structed to reflect the existing relationship (as determined by statistical
procedures such as regression analysis). ar the enterprise in question,
between each individual compensable tactor and pay.

To see what thisy means in practice. « nsider the following simple
hypothetical example. An employer evaluates jobs on the basis of two
compensable factors. physical demands and mental demands. Points are
awarded to all jobs reflecting the extent of each of these two factors
possessed by cach job. The employer then analvzes the relation between
actual current compensation and the points awarded for these two
factors, and finds the following: (1) among jobs with the same evalua-
tion points for physical demands. each extra evaluation point for mental
demands is assaciated. on average and other things being equal. with $3
per bour in extra pay: and (2) among jobs with the same evaluation
noints for mental demands. cach extra evaluation point for physical
demands is associated. on average and other things being equal, with $4
per hour in extra pay, Then the weight given to mental demands evalua-
tion points would be (.75 ( = 3/4) the weight given to physical demands.
Thus. & job with [ mental demand point and 2 physical demand points

L
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might have a composite score or total “worth™ of (3X 1) +(4x2)=11
points, whereas a job with 2 mental demand points and | physical
demand points might have a worth of (3 x2)+ (4 x 1)= 10 points. 1!

Bias-free job evaluarions. Although most proponents of comparable
worth accept ~indeed. advocate - the general concept of job evaluation
as a means of determining job worth. they are often critical of the way in
which commercial job evaluations are carried out.'? According to these
comparable worth proponents, bias against predominantly female jobs
can (and. all too often. actually does) creep into cach stage of the
evaluation process.

The first problem is that the compensable factors chosen to be
included in the cvrluations may tend to be those prevalent in predomi-
nantly male jobs and/or that factors typical of predominantly female
jobs may be excluded or deemphasized: “for example. physical effort/
exertion is often [included in commercial job evaluations]. while fine
motor skill usually is not™ (Beatty and Beatty 1984, pp. 73-4).

A second set of problems involves the assessment of each factor. One
difficulty is that existing evaluation procedures may not fully elicit the
degree to which predominantly female jobs do in fact possess relevant
characteristics. For example. one questionnaire administered to incum-
bents to gather information about compensable factors asked, "How
important is setting up or adjusting equipment (setting up a lathe or drill
press. adjusting an engine carburetor. cte.)?™ As those responsible for
analyzing data generated by this questionnaire (Pierson. Koziara and
Johannesson 1984, p. 123) note:

A person in a female job might not respond to [this question].
because the examples relate only to traditionally male-held jobs.
This ttem was changed by adding behaviorally similar examples that
were less sex-biased and became: “How important is setting up or
adjusting equipment (attaching devices to patients. setting up a lathe
or drill press. adjusting othice cyuipmenty?”

Even if the questions asked about jobs are neutral. the responses may
not be:
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Male tree trimmers for the city of Denver. interviewed for a televi-
sion report on the efforts of nurses in that city to raise their wages
[via Lemons v Ciry and County of Denver}, repeatedly said that they
thought tree trimmers deserved a higher salary because their work
was more “difficult,” “dangerous,” and “dirty.”. .. It would scem
fair to conclude that the tree wrimmesss are referring to the physical
difficulty of climbing trees and ladders. the danger of physical Labor
atheights and with certain machinery. and the dirt of outdoors work.
They. and many others. do not see the difficulty of work in intensive
care umits, the danger of dealing with disease and psyvchotic patients,
or the dirtof vomit. ... Many nurses Thave talked to see their jobas
clean. in part because of the constant effort to make the environment
sterife. in spite of their exposure to vomit. urine. feces. blood. pus,
dead people. discase and so on, Garbage collectors do dirty work.
while food service workers, producing the garbage. do clean work.
(Remick T984. p. 1140

Thus. assessments of the skifl requirements. ditliculty or working con-
ditions of jobs may be a function of general cultural perceptions and. in
particular. of the sex composition of the jobs” incumbents. regardless of
whether those performing the assessments are outside evaluators, super-
visors or ¢ven the incumbents themselves —a notion that has received
some confirmation in the research iterature (MeArthur 1985).

A final problem with commercial job evalucetion, in the view of many
comparable worth proponents. concerns the way in which evaluation
points are combined into a total point score and then converted into pay
rates. The main concern here stems from the belief that the cxisting
wage structure is contaminated by discriminatory employment prac-
tices. Thus, relance on it in commercial job evaluations is highly
undesirable.

Comparable worth proponeats are espectally eritical of the practice.
coinmonly followed in commercial evaluations. of conducting different
evaluations for different groups or families of juobs within the sume
enterprise. For example, as noted above. many evaluation systems
evaluate clerical and production worker jobs separately, Since the sepa-
rate job famihies considered tend to be demarcated along sexual and/or

'S I
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racial lines. comparable worth proponents are critical of this approach.
At best, the resulting final evaluation will be incomplete (since it will not
evaluate all jobs, in all familics, on the same basis). At worst, it may be
biased against predominantly female job families (to the extent that it
sanctions. or does not prohibit. pay differences between predominantly
female and predominantly male job families that might have been found
comparable had they been evaluated on the same basis),

Not infrequently, commercial evaluations not only reflect the existing
distribution of the workforce by sex and occupation. but also rely on
information about the cxisting wage distribution. As noted carlier, some
cvaluations use information on wages paid for “Key™ or “benchmark”

jobs (ones deemed to be especially sensitive to external market forces).

or (morc generally) surveys of local area labor market wage rates.
convert evaluation points into pay for all jobs. Others use “policy-
capturing” analyses of the association between evaluation points and the
extsting structure of wage rates within the firm in question to derive the
weights that will be applied to the points awarded to individual compen-
sable factors in determining the total “worth™ of individual jobs, Either
way. advocates of comparable worth point out, the resulting relation
between total evaluation points and proposed pay levels generated by the
evaluation procedure will “necessarily reflect in turn any biases that
exist in market wages, "

Thus. most comparable worth propenents are. at best, skeptical about
the merits of such methodology as a means of adequately assessing the
worth of different jobs. in particular predominantly female vs, predomi-
nantly male jobs. Accordingly. they prefer the use of “bias-frec” job
evaluation methodology in determining the worth of different jobs, "A
bias-free eviluation system probably does not vet exist”™ (Remick 1984,
p. 1001 so operational details of bias-free evaluations are necessarily
somewhat vague. Most comparable worth proponents who have ad-
dressed this question (e g.. Remick 1984: Tretman and Hartmann, eds.
FO8 1), however, appuear to agree that a bias-free procedure would have
most if not all of the tollowing teatures.

(1. Determinetion of the compensable fuctors, and of the points
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awarded for cach such factor for any given job, on scrupulously sex-
neutral grounds.

(2). Application of a single uniform evaluation methodology to the
entire set of jobs (rather than of different procedures for different job
families) at the enterprise under evaluation.

(3). Deemphasis. or even complete avoidance, of information on the
cxisting structure (external and/or internal) of wage rates by combining
points awarded to individual compensable factors using weights derived
on a priori grounds without reference to market wage rates' rather than
via policy-capturing techniques (Treiman and Hartmann, eds. 1981, pp.
72. 80).

It scems clear. then. that bias-free job evaluations of the kind pro-
posed by comparable worth advocates would differ at least to some
extent from the commercial job evaluations currently in use in most
enterprises in the private or public sectors. In terms of underlying
philosophy. however, both comparable worth and commercial evalua-
tion methodologies have one essential point in common: both take the
compensating differentials or CD approach described earlier, since the
basic objective of euch s to assess jobs interms o skill. etfort. responsi-
bility and working conditions. As Schwab (1980. p. 64: cmphasis
original*$), speaking of commercial job evaluations, remarks:

These factors appear to conform rather closely to the components
articulated 1n ner-advantage discussions going back to Adam
Snths dealth of Nations {footnote omitted]. That is. they represent
requirements that the employee must bring to the job (e.g. . skith, or
characteristios of the job (e.g.. working conditions) that may make
the job oncrous or attractive.,

Adam Smiths discussion of these factors'® is, at least to economists,
one of the best-known and most celebrated passages in The Wealth of
Nations:

The five tollowing are the principal circumstances which. sofaras]
have been wble to observe, muke up for a small pecuniary gain in
some employments, and counter-balance a great one inothers: first,
the agrecableness or disagrecabieness of the employments them-

C:-'S
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setves: secondly. the casiness and cheapness, or the difficulty and
expence of learning them: thirdly, the constancy or inconstancy of
employment in them: fourthly. the small or great trust which must be
reposed in these who exercise them: and fifthly, the probability or
improbability of success in them.

Smith laid the foundations for what economists now call the theory of
“compensating wage differentials.™ In its simplest version, the theory
implies that, other things being equal and in the absence of artificial
constraints, jobs that ask much of workers in terms of requirements or
working conditions will typically have to pay a premium or “compensat-
ing differential™ in order to attract enough workers to them (see chapter
3 for further discussion).

There is a seeming irony here. Economists who have discussed
comparable worth (e.g., Lindsay 1980; O'Neill 1984b: Raisian. Ward,
and Welch 19835) usually react negatively to it because they perceive it as
antithetical to the concept of wage determination by market supplies and
demands: and comparable worth proponents are not infrequently skep-
tical about the outcome of wage determination by supply and demand.
Yet in an important sense one can trace the rationale for comparable
worth directly back to Adam Smith, whose language is strikingly
similar to that used by present day comparable worth advocates. In
economic jargon, comparable worth would appear to amount simply to
an insistence that the theory of compensating wage differentials be taken
scriously. If two jobs are indeed comparable in terms of skill (“the
easiness and cheapness, or the difficulty and expence of learning them™),
responsibility (“the small or great Gust which must be reposed...™,
effort and working conditions (“agrecableness or disagreeableness,”
ete.) but pay very different wages, can the wage differential really be
said to be simply “compensating.” i.c., justifiable? If, in addition. the
wage differential is related to sex. can an inference of sex discrimination
reasonably be ignored? Comparable worth advocates emphatically an-
swer both questions in the negative: in the remainder of this chapter, 1
consider these issues in detail.
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2.2 Economic Analysis of Labor Market Discrimination

Much of the motivation for comparable worth is related to women'’s
disadvantase in the labor market. For example. advocates frequently
cite the sizeable pay gap—the fact that. on average. vear-round tull time
women workers make less than 70 percent of what men make --and note
that, as shown in table 2.1, it has changed relatively little in the past 30
years or so, despite adoption of major antidiscrimination laws and
programs. '’

Beyond the relative stability of the pay gap. some of the most striking
stylized facts about women’s disadvanage in the labor market are the
following:

(h

RY

4

Unequal pay for equal work. Women typically carn less than men in
the same Job or oceupational category (c.g., teacher). even when
other things (education, years of work experience. ete. ) are the same,
(Sce. tor example. Ashenfelter and Pencavel 1976

Unequal access to better work. Relative to men. women are more
likely to work in lower paid jobs or occupations (e.p. . clerical as
opposed to managerial), even when other things are the same. (Scee.
for example. Malkiel and Malkicel 1973.)

Femaleness” ussociated with {ow pay. On average und other things
remaining the same. “overrepresentation” of women in a job or
occupational category —the more “female™ it is—is associated with
fower pay in that occupation, on average. for all employees tmen and
women) taken together. (See. for example. Tretman and Hartmann,
cds. 1981, esp. chapter 20)

“Femaleness” morve sirongly associared wirlt loss pay for mien than for
waomen, On average and other things remaming the same. “overrepre-
sentation”™ of women in a job or occupational category appears to be
associated with greater wage differentials among men than among
women: pay is lower in predominantly female jobs thun in predon-
nantly nute jobs tor both womern and men: but the negative effect on
pay of being insuch jobs is greater tor men than it is for women. (See.
for example. Poos 1981 Johnson and Solon 1986

Lt
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Table 2.1 The Female/Male “Pay Gap." 1956-1987

VWomen\ Median Men\ Median Median Earnings
Year Earnings (%) Earnings (%) Ratio: Women/Men
1956 2827 4,460 (.633
17 008 4.713 {3,638
J9SR RIS IO 4.4927 0 630
IERD) 3943 S0 0,612
1904 RIREAN 5417 (.608
1961 1351 5,644 {1594
1962 346 5.7494 1.895
[u63 2501 S.U7K 0.596
1964 3.690 6. 1us (1.596
1965 RIE AR 6,375 $.600
1966 34973 0,848 (ARG
1967 4150 TUIN2 ().87%
196K 14587 7 664 ) SR2
1964 4977 R.227 0,608
1970 ATRAR! N.Uhd U804
14971 S.843 PRI {(1.545
1972 S.403 14y, 202 (.879
1073 6. 3135 P 186 {).566
1974 6772 [1.OX3S (.87
178 7804 [2.75% ) 5%%
1976 KUy 13,4585 .6
14977 N.OIR 14.626 {1.S%4
1Y7R IR [5,730 (L5
19749 O 164 17048 (18497
1980 11,197 IX.012 {62
1981 12.001 20,700 (892
1982 RNIR 2077 0617
1983 13,915 MR {633
JUR1 4,780 AR IS (1.637
JUSS [5.624 23198 {.646
U860 16,232 25,256 (1.60:42

1987

t6H.904 JH08 (1650

Sewerc e U8 Department of Conmmerce. Bureat ot the Census. Crrrent Popakatien Repori, Series
Pt amones incemme of fanmhes and persans i the Unsted Sttes, sanous iaues, Al figures reter
o median carmmes of yeat-ronnd full-tnoe workers For TYS6- 66, “carmmps” includes wape and
sifary carninpsanh tor 1967 BT "carmimges” s totad maney earnmgs.” ncluding carmings trom
sell-emplovmient as welt as wage and sabary carmngs For [936 78, hpores tefer to persons gge 14
and older; tor 1979 87 freures reter fo persans ape P8 and oldet
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Figure 2.1  Discrimination
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Advocates of comparable worth usually argue that such patterns are
caused by labor market discrimination. and that comparable worth can
offset them.

Can labor market discrimination 2:count for the styfized facts just
noted? Are patterns of this kind due excliwsiversto labor market discrimi-
nation? To address these and similar issues, it 35 useful to consider a
simple model of an economy with two jobs: a high-wage job, H. and a
low-wage job, L.'¥ To focus initially on gquestions about labor market
discrimination, suppose to begin with that, on average, men and women
arc equally productive at, and equally interesied in doing. either kind of
job.'? In the absence of labor market discrimination, relative demands
and supplies for these jobs will appear as shown in figure 2.1,

Infigure 2.1, Wis the wage paid to workers ina job (cither Hor Ly and
N is the number of workers in a job. Thus, W, /W, is the relative wage

e
.
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(i.2.. the wage in H relative to that in L), with W,,/W, > 1 to reflect the
factthat H is the high-wage job: and Ny,/N, is relative employment (i.c.,
employment in H relative to that in L),

Now consider relative supplies and demands in this market. Employer
relative demands are downward-sloping: if # must be paid a high wage
(reiative to L), less H will be employed (relative to L).29 It is equivalent,
but, particularly in terms of what follows :nuch more helpful to think of
the aggregate relative demand curve D, as indicating the (aggregate)
relative wage employers are willing to pay at different (aggregate)
relative employment levels: if employment in / is high relative to that in
L. then productiviry of H relative to 1. would be low and so employers
would be willing to pay only a low wage for H relative to L. The
aggregate supply curve S, slopes upward: to raise the aggregate nunber
of workers wanting to work in H (relative to L), it would be necessary to
raise pay in H relative to that in L.%

In figure 2.1, equilibrium occurs (aggregate supply and aggregate
der:and are equal) at the aggregate relative wage wy,. at which point
aggregate relative employment is n,,. The quantitics wy, and »n,, refer to
the overall average wage (of men and women combined) and to roral
employment (of men and women combined). respectively. What does
this equilibrium imply for mien and women., considered separately?

As regards demand. note first that, by assumption. there is no labor
market discrimination. Thus. the relative wage will be wy, not only in the
aggregate but also for cach sex group: in other words, in the absence of
discrimination. the relutive wage W,,/W, that employers are willing to
pay to women at & given aggregale relative employment level Ny/N, s
the same as the relative wage they are willing to pay men at the same
aggregate relative employment level. In this “offered wage schedule™
sense, I3, is not only the aggregate relative d mand corve but also the
relative demand curve for both men and women; note that for both men
and women as well as in the aggregate. offered (relative) wages as given
by D,, depend on wygregate relative employment.

As regards supply, note that, by assumption, men and women have
wemical qualifications and interests. ongverage.* At any given relative
wage, then, male and female relative supplies would be the same. Inthis
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sense, §, is not only the aggregate relative supply schedule (showing
aggregare relative supply forthcoming ata given relative wage). but also
the relative supply schedule of each sex group (showing relative supply
of thar group forthcoming at a given relative wage).

It follows that, in the nondiscriminatory equilibrium ¢, relative
wages will be s, and relative emplovment will be i, not only in the
aggregate but also for cach sex group. Hence, under the conditions
depicted in figure 2.1 women and men will receive the same wage
within a given job (/f or L. will receive tne same relarive wage
we= W/ W and have the same refarive employment levels: and so will be
represented to the same extent in both jobs (¢.g.. the proportion female
will be the same in Has itis in L.

To determine the effects of labor market discrimination. first consider
deniand. To imtroduce discrimination, ussum that employers favor men
infilling the high-wage job H inthe sense that, al given wages. emplover
demand for male workers in £ exceeds that for female workers, Equiv-
alently. assume that emplovers are now willing to pay a higher wage to
menin job H thunto women in the same job. thenalthough the (relative)
dentand curve for women is still 3, = D, | the demand curve for men is

now . where the vertical distance between the two curves, d.
in -~ the relative wage premuum employers now are willing to give

menn H.

It is important to note thet, even in the presence of diserimination.
cmplover demand for persons of @ given sex still depends only on
ageregare relative employment (exactly as i the nondiscriminatory
Fabor market just discussed). This is because i asimple discriminatory
two-job Libor market of the Kind deseribed here. the refative wage aiirm
is willing to offer a worker depends on only two things: his or her sex.
and the relative marginal productivity of the job he or she is doing. The
Jatter depends only on aggregare relative employment (of men and
women combined) i the two jobs. not on refative emplovment of
persons of cither sex. It follows that. at any given aggrecare relative
cmplovment level. employers still are willing to pay relative wazes to
women as they used to: but thut at the surc ageregate relative employ-
ment level, employers are now willing to pav agher relative wages to

te .
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men. The aggregare relative demand (or “wage offer™) schedule (for
men and women combined) must therefore lie in between the schedules
D, and D7 it is shown as D,. Note that the new aggregate relative
demand or wage offer schedule D, . like both the old one D, and the new
sex-specific ones D, . s=m or {, shows the relative wages that employ-
ers are willing to offer workers (overall. or of a specific sex) at a given
aggregate relative employment level.

As in the nondiscriminatory case, the aggregate supply schedule
(showing the aggregate relative wage necessary to elicit each aggregate
relative supply level) is still S,,. and. in the absence of any sex difference
in job qualifications or job preferences. the relative supply schedule of
cach sex (showing the relative wage necessary to elicit each relative
supply level for thar sexy is identical to §,,. Equilibrium occurs where
aggregate supply §, (=5, equals aggregate demand D,. at the new
aggregate equilibrium relative wage rate w, and aggregare relative
employment level .

To work out wage and employment levels for men and women in this
discriminatory equilibrium, note that. in equilibrium,?® (1) men in H
must receive a relative wage premium of . and (2) relative supply for
cach sex group is set by the relative wage received by that sex group,
subject to the condition that aggregare demand must also equal aggre-
gate supply, The discriminatory cquilibrium entails aggregate relative
employment of ;. by definition of the wage offer or demand curves for
cach sex, at this aggregate relative employment level employers are
willing to pay relative wages of w, and w,, o women and men.
respectively, with wy —w,,=d >0 (the vertical distance between D,
and D). as required tor equilibrium. Since the supply schedules of
both groups (giving their relative suppiies at different relative wages) are
given by S,. it follows that, at these equilibrium wages w, and w,_, the
relative supplies (and, thus, relative employment levels) of women and
men are ay and a0 respectively, (Note also that, since aggregate
demand must equal aggregate supply at the equilibrium aggregate wage.
appropriately weighted sums of sex-specific wage rates and employ-
ment levels must equal the aggregate wage and the aggregate employ-
ment level. respectively.)

4]_”:‘
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Thus. compared with a nondiscriminatory setting, discrimination
favoring men in the high-wage job H entails lower (higher) relative
wages and employment levels for women (men): wy, <w,<w,, andn,
<ny,<n,,. Intuitively, employer preference for men in the high-wage
job raises the demand for men and reduces the demand for women in that
job: this leads to a male/female pay gap within the high-wage job,
greater representation of men in that job. and a greater difference in pay
for men than for women between the high-wage job and the low-wage
job. On the other hand. since women now find it harder to be employed
in the high-wage job. they crowd into the low-wage job, reducing the
wage there (Bergmann 1971 Edgeworth 1922).

Since d >0 (i.e., employers favor men in the high-wage job), there is
unequal pay for equal work: the only way women can get a high-wage
job is by working for less in that job than do men. Since n; < n, . there
is unequal access to better work: women are underrepresented (relative
to men) in the high-wage job. H: equivalently, the proportion female is
smaller among high-wage workers than among low-wage workers. This
also means that the higher the proportion female, the lower the (overall)
rate of pay ina job: the "femaleness” of jobs is negatively related to wage
rates. Finally, since w, <w, ., pay differentials among jobs are smaller
among women than among men: the relation between pay and
“femaleness” of jobs is stronger for men than it is for women. Insum, the
simple model of labor market discrimination illustrated in figure 2.1 can
account for all of the “stylized facts™ about women's labor market
disadvantage discussed earlier in this chapter.

Is such discrimination the only source of the pay and employment
differences shown in figure 2.1, however? Having examined demand-
side causes (i.c.. employer discrimination), it is natural to consider
supply-side causes (e.g.. sex differences in job preferences and/or job
qualifications) as well. Figure 2.2 reproduces the original aggregate
demand and supply curves (D, and §,. respectively) of the initial
nondiscriminatory setting. Now suppose that employers do - Jiserim-
inate (in the sense used in discussing figure 2.1) but that for any of a
variety of reasons — differential socialization, sexual role differentiation,
unequal access to education —wonien pretf »r and/or are better qualified

ﬁﬁ
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Figure 2.2 'laste or Ability Difierences
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tor j2b £ than are men. In this case. the relative supply of women to job
H will be lower. at any given relative wage. than thai of men. Thus the
female relative supply curve now becomes §,,. w!l.ereas the male rela-
tive supply curve remains at §,=8, .

The overall or aggregate supply curve S, is now a kind of average of
the female and male relative supply curves.** In the absence of labor
market discrimination, the overall or aggregate demand curve is un-
changed and is the same for both men and women. As before, equi-
librium requires that aggregate demand equal aggregate supply. This
occurs at the aggregate relative wage w, and aggregate relative employ-
ment level ;. Since employers do not discriminate, equilibrium also
requires that both men and women receive the same relative wage. i.e.,
wy. Supplies of the two sex groups at this common relative wage may
then be determined from their relative supply schedules, §;, and S, : at
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wy . women supply 11, less than the male relative supply of i, at the
same relative wage (w)).?8

Intuitively, the now-greater preference of women for the low-wage job
(or their now-lower qualifications for the high-wage job) reduces aggre-
gate supply to the high-wage job. raising the refative wage (of Hto L),
w, and reducing relative empioyment (in A relative to L), n. Thus. in
equilibrium. there is “equal pay for equal work™ and the pay difterential
between the two jobs (that is, the relative wage. w,) is the same for both
men and women. Overall, however, there is (1) a male female pay gap.
(2) the appearance of unequal access to better work —women are under-
represented inthe high-wage job (11, <n ) —and (3) a negative relation
between “femaleness™ of jobs and their pay.

2.3 Pay Differentials for Jobs of Comparable Worth

The preceding analysis suggests that a negative relation between
“femaleness of job™and pay may not be due to labor market discrimina-
tion. | now consider a related question: will a nondiscriminatory lubor
market generate equal pay for jobs of comparable worth? [ first preseat
some general analytic results. and then turn to some examples involving
specific jobs,

General analytics

To analyze the question of whether there will be equal pay for jobs of
comparable worth in the absence of discrimination. it is helpful to
analyze the question of market supply to different occupations (e.g.. the
relative supply schedule S of figures 2.1-2.2) in more detail.

Consider a labor market with two jobs, A and B. As implied carlier
(see especially note 21), it would be surprising if literally every worker
viewed these two jobs in precisely the same way, Worker preferences for
the two jobs miay be summarized by a preference distribution such as the
one shown in figure 2.3, The height of the preference curve at any given
relative wage w= W, /W, shows the proportion (more precisely, proba-
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Figure 2.3 ‘Taste Distribution

probability
density

I W= WA /W B

bility densiy) of workers who are indifferent between 4 and B at that
refative wage: the area underneath the curve and to the left of any given
refative wage w shows the proportion who prefer 4 to B at that relative
wage. Clearly. the higher the relative wage (that is. the higher the wage
in A relative to that in B). the greater the proportion of workers who
prefer 4 to B: but even at very high relative wages. some workers still
prefer the lower-paving joh. B, to the higher-peying job A.

To highlight the nature of comparable worth job analyses. assume that
(1) a job evaluation has found that the two jobs. A and B. are comparable
in terms of a composite of skill, effort. responsibility and working
conditions: and that (2) this cvaluation is in fact congruent with worker
preferences. in the sense that if pay were the same in both jobs, the
average or "representative” worker would in fact be indifferent between
them. This means that the median worker is indifferent between the two
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jobs at a relative wage of unity; and that at this point, half the workers
prefer A whereas the other half prefer B.

Now consider the relative supply curve under these assumptions.
Relative supply (i.e.. n=N,/Ng. the number desiring to do A relative to
those desiring todo B at any given relative wage w= W, /W) is positive-
sloped: the higher the A wage is relative to B, the larger the number of
workers who want to do A relative to those preferring B. Since the
representative (more precisely, median) worker is indifferent between
the two jobs at a relative wage of 1. the relative supply curve also passes
through the point (1. 1).

Although (by assumption) the jobs are comparable in terms of both
the job evaluation and the representative workers preferences, it is
nevertheless not possible to say anything about either relative wages or
relative employment in the absence of information about the relative
demand curve. In particular, suppose that employers do not discriminate
and that technology and product market conditions are such as to entail
high demand for A4 relative to B, with demand curve Dy, as shown in
figure 2.4. Then equilibrium will occur at e,; with relative wage w,, and
relative employment n. On the other hand, if demand for A relativeto B
is low, as with demand curve D, in figure 2.4, then. even in the absence
of employer discrimination, equilibrium will occur at e, with a lower
relative wage wy_ and a lower relative employment », .

In sum, even though (by assumption) the two jobs are comparable.
they will not necessarily pay the same wage. even in the absence of
employer discrimination. In general, there will be “equal pay for work
of equal value™ (i.e., for jobs of comparable worth, 4 and B) only if the
demand curve (whose shape depends on technology. product market
conditions. etc.) as well as the supply curve passes through the point
(1.1).

The one exception to this general rule highlights the key assumption
implicit in comparable worth: the case in which all workers have
identical job preferences. In this case. the preference distribution of
figure 2.3 collapses to a vertical straight linc and the relative supply
function of figure 2.4 collapses to a horizontal straight line. For exam-
ple. if all workers regard the two jobs as comparable, the preference
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Figure 2.4 Supply, Demand and Wages
W= H"A/’H'B
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distribution of figure 2.3 would be a vertical straight line intersecting the
w axis at w=1, and the relative supply schedule would become a
horizontal straight line intersecting the w axis of figure 2.3 at w=1.
Similarly, if all workers would be indifferent between the two jobs if 4
paid 10 percent more than B, and would all prefer A (B) if A paid a wage
that was more (less) than 10 percent above the B wage, then the
preference distribution and relative supply schedule would again be
straight lines, intersecting the w axis at w=1.10.

In cases such as these, in which preferences are homogeneous. the
wage differential between the two jobs is purely supply-determined and
the position of the relative demand curve (whether demand is as depicted
by D, or Dy, in figure 2.4) is irrelevant: the relative supply schedule
alone is sufficient to determine equilibrium relative wages. The difhi-
culty with this as a justification for comparable worth is that it is only
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under the special condition of identical worker preferences that even a
nondiscriminatory labor market would generate cqual pay for jobs of
comparable worth.? In the more general case, in which worker prefer-
ences are heterogencous, relative wages are both supply- and demand-
determined: the relative supply schedule alone is not sufhicient to deter-
mine relative wages: and there is no basis for expecting equal pay for

jobs of comparable worth. even if employers do not discriminate.

Of course. nothing in this discussion of tigures 2.3-4 can explain the
“stylized fact”™ of a negative relation between “femaleness™ of jobs and
pay. That is, however, merely because figure 2.3 assumes thet. although
different individuals have different job preferences. there are no sex-
related differences in job preferences (recall note 22). Allowing for sex-
refated differences in job preferences would entail not one but rather two
preference distributions in figure 2.3, and would lead directly back to
the discussion of figure 2.2, i.c.. to a negative relation between
“femuleness” of jobs and the pay of jobs--even those of “comparable
worth.” 1t should be noted that the term “job preferences”™ has no
normative implications here: for present purposes. it does not matter
whether sex differences in job preferences are inherent and biological.
or culturally imposed. All that matters is that they be independent of
emplover behavior — that, for whatever reasons (sexual role differentia-
tion, cultural stereotyping or anything clse) other than employer ac-
tions. women are more likely to seek the low-paying job L at a given
relative wage than are otherwise identical men. In sum. a central
analytical dithiculty with comparable worth is that it ignores the impor-
tance of heterogeneity in job preferences in general, and the importance
of sex-relaredd differences in job preferences in particular,

Adam Smithy comments on butchers’ wages provide an mstructive
example of the importance of heterogencous tastes 1n generating wage
differences (and of why equal pay for jobs of comparable worth need not
arise. even in the absence of discrimination, when job preferences are
heterogeneous). As noted carlier. Smithy discussion of wage differen-
tinls includes alt of the factors considered in job evaluations, and
suggests (inrer aliay that “dishonourable™ or “disagreeable”™ work will
tend to be better paid than other Kinds of work, other things (e.g.. skill
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and cffort requirements) being equal. As a case in point, Smith re-
marked that the trade of butcher was a “brutal and odious business.” and
suggested that the disagrecableness of butchering explained why butch-
ers’ pay exceeded that of many other “common trades™ (1937, p. 100).
As modern writers have pointed out. however. this reasoning tacitly
assumes that preferences are homogencous and. in particular, that all
would-be butchers in eighteenth century Britain shared Smith’ fastidi-
ous tastes, In the more general case of heterogencous preferences. a
wage differential favoring butchers need not arise even if large numbers
of persons find the notion of butchering unpleasant. As Rees (1976, p.
340) notes. if enough people have no strong teelings about or actualy
enjoy butchering. it would then clearly be possible to fill all positions
for bu.chers without any compensating wage differential ™Y

Another example is provided not by Adam but rather by Sharon Smith
(cited in Gold 1983, pp. 43-44). Consider an employer with only two

jobs: French-English translator, and Spanish-English translator. A pri-

ori, it would seem that neither job involves more skill, effort or responsi-
bility than the other: and they would presumably entail the same work-
ing conditions. The jobs would therefore be determined to be
comparable and. hence. to merit the same pay. If the French translators
were predominantly male and better paid than the Spanish translators
who, let us suppose. are predominantly female. is this not convincing
evidence of discrimination? Perhaps. but now add one more "fact™ to this
hypothetical example. says Smith: suppose the employer in question is
located in Miami. Is there still any reason to suppose that. (even) if the
firm does not discriminate, it would necessarily pay the two groups of
translators the same wage? Clearly not.

Indeed. it is not even possible 10 say. « priori, which of the two jobs
would be better paid. True. many Spanish-speaking persons live in the
Miami area. which would presumably raise the relative supply and
reduce the relative wage of the Spanish transiators: but Miami is also a
center of U8 Latin American commerce. which would presumably
raise both the refative demand for and the refative wage of the Spanish
translators. Even under the assumption of no labor market discrimina-
tion, there is no obvious basis for sayving which one of these two forees

2
P
™ E, v



38 The Economics of Comparable Worth

will be stronger or, therefore, for determininig whether, on balance, the
wage of the Spanish translators will exceed or be lower than that of the
French translators .28

The essential point of the buthers and translators examples is that
wage determination need not entail equal pay for jobs of “comparable
worth™ even in the absence of discrimination. In response, a number of
writers have criticized the notion, embodied in figures 2.1-2.4, that
supply and demand determine wage rates. For example, Weiler (1986,
p. 1723, n. 133) argues that “no simple logic of supply and aemand . . .
explains the operation of the labor market; rather, the labor market 1s
shaped by a complex. often counterintuitive set of principles. . ..”
Similarly. some writers note that real-world labor markets are charac-
terized by such phenomena as implicit or explicit long-term employ-
ment contracts, unions, ard segmented labor markets.? The fact that
real-world labor markets are complex. however. is clearly not sufficient
to establish that such markets would generate equas pay for jobs of
comparable worth in the aébsence of discrimination.*® Moreover, if even
the simple nondiscriminatory labor market depicted here does not entail
equal pay for jobs of comparable worth, that hardly supports the claim
that the more complex labor markets of the real world would do so
absent discrimination.

A final argument, developed by Aldrich and Buchele (1986, esp. pp.
77-79. 112). amounts to a reformulation of the comparable worth
princeple. They argue that a nondiscriminatory market ought to entail
the same marginal return (in terms of additional pay) to productivity-
related characteristics (e.g.. education or training) in all jobs. whether
predominantly temale. predominantly male or "mixed.” This refor-
mulation of comparable worth, however. like the original version. is
valid only under rather special conditions.’ As one example, provided
by Ronald G. Ehrenberg. note that there is no obvious reason why the
marginal return to either education or physical strength should be the
same in both secretarial work and stevedoring even in a non-
discriminatory labor market.
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Some specific examples

Some readers may have little difficulty accepting this section’s general
analytic discussion of the conceptual flaws inherent in comparable
worth, Since tastes are heterogencous, however. other readers may find
some specific examples of interest. For this purpose. the findings of
Raisian etal. (1985, csp. pp. 75-88. 1988) are particularly instructive.

Raistan et al. focus on job “scores™ developed by the National Re-
scarch Council’s Committee on Occupational Classification and Analy-
sis (Milleret al.. ¢ds. 1980. csp. app ix F) for most of the “detailed”
or three-digit occupativnal categories developed by the U.S. Census
with respect to four factors: substantive complexity; motor skills; phys-
ical demands: and undesirable working conditions.*? For selected jobs,
Raisian et al. tabulated not only these scores but also the average hourly
wage and proportion of employment that is female: their results appear
in table 2.2,

Since many comparable worth job evaluations consider jobs™ total
point scores, it is interesting to consider. first, jobs that have the same
total number of points under the Committee’s methodology. Such jobs
are at least arguably “of comparable worth™ according to the total point
scores generated by the Committee’s procedures. Those jobs, however,
sometimes make strange bedfeliows, For example. the Census occupa-
tion categories of Physician (Census three-digit code 065). Athlete
(code 180) and Roofer (code 534) cach received a total score of 19.6
points, cven though their hourly wage rates were between $6.48 and
$15.88 asof 1981. Similarly. the following two jobs both received a total
point score of 10.9 and. thus, would presumably be deemed “compara-
bly worthy™: University teacher (code 140) and Dishwasher (code 913).
Gardeners (code 755y and Computer programmers (code 003) both
received a total point score of 12.0. and so are presumably also of
comparable worth. Likewise. Garbage collectors (code 754) received
0.1 more points than, and so are presumably worth at least as much as.
Real estate agents (code 270).

The basic reason why quite different jobs such as these can neverthe-
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Census Occupation (Code)
Carpenters (413
Flectnictans (4.30)
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less receive the same total point score is simple: low (or high) scores on
some factors, e.g.. “substantive complexity.” are offset by high (or low)
scores on others, e.g., “undesirable working conditions.” Many actual
attempts to implement “equal pay for work of equal value™ (including
those in Minnesota and San José. described in chapters 4 and 5. respec-
tively) have been based on this use of total. unweighted point scores. As
this review of table 2.2 suggests, however, some rather dubious conclu-
sions follow when “worth™ of jobs is defined in this way.

Of course. one might argue - contrary to the approach adopted in
several attempts actually to implement comparable worth—that the
points awarded for different job attributes should not all be given equal
weight: that, say, points awarded for undesirable working conditions
should receive only half the weight given to points for substantive
complexity. This leaves plenty of room for argument about (und no
objective basis for resolving) the question of what the weights should
actually be. Indeed. Evans and Nelson (1989, p. 57) note that both male
and female workers have criticized some a priori evaluation systems for
giving insufficient weight to working conditions. Likewise. Orazem and
Mattila (1989, p. 180) report that. in conducting its « priori evaluation
of state government jobs, Towa changed the factor weights twice afier
examining the impact on the final results,

Although the “strange bedfellows” problem in the Committee’s total
point scores is partly a consequence of weighting. the problem persists
even when one considers jobs that score the same in terms of cach of the
four factors developed by the Committee.

For example. Bank tellers (Census code 301). Medical secretaries
(code 371). Legal secretaries (code 370) and Secretaries NEC (code
372) have nearly identical point scores for all four attributes. Under a
vompirable worth standard. they would almost certainly be deemed
“comparably worthy.” Yet Bank tellers (at 89.9 percent femule. the "least
female” of the four) received an average of $4.98 per hour in 1981, about
23 percent less than pay of Legal secretaries (virtually all of whoni are
female). Machine operatives tcode 692), Miscellancous operatives
(code 694) and Operatives NS (code 695) are all about 38 percent
female. and all received identical scores in terms of cach of the four

it
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factors derived by the Committee. Although they would therefore be
deemed comparably worthy, average pay in these jobs in 1981 ranged
from $6.32 to $7. 18 per hour. Similarly, Sales representatives— whole-
salc (Census code 282) and Teacher aides (code 382) differ by only 0.1
of a point in terms of substantive complexity, motor skills and physical
demands, and are identical in terms of undesirable working conditions.
Yet average hourly earnings of Sales representatives are more than twice
those of Teacher aides.

A final set of comparisons concerns jobs that --at least in terms of the
Committee’s evaluation — are unambiguously superior or inferior to oth-
ers. Carpenters (Census code 415) received more points than Sales
representatives —wholesale (code 282) for cach of the four factors
considered by the Committee. Thus, Carpenters (less than 2 percent of
whom are female) are presumably of greater "worth™ than Sales repre-
sentatives (over 16 percent of whom are women), yet the latter are in fact
paid 25 percent more than the former. Likewise. Electricians (code 430)
receive at least as many points for each of the four factors as do Mail
superintendents (code 224), and so are presumably of greater “worth.”
Yet the average hourly wage of Electricians (less than 3 percent of whom
are fzmale) was about 12 percent lower than that of Mail superintendents
(30 percent of whom are women).

The somewhat dubious comparisons highlighted in table 2.2 cannot
casily be dismissed. The point scores used in these comparisons are not
the product of the political infighting and log-rolling that seem to
characterize real-world attempts to evaluate jobs, or of th: limited
expertise of a single researcher, Rather, they came from an extensive and
thorough analysis undertaken by a committee of the National Research
Council. True. one could arg ue that "outliers™ and anoinalies crop up in
any study. no matter how sophisticated. This, however, misses a crucial
point. The purpose of the National Rescarch Councils study was to
measure the “worth™ of different jobs. The anomalies and outliers
produced by this analysis suggest not only that the “worth™ of particular
occupations can be seriously mismeasured. but also that the very notion
of measuring the “worth™ of individual jobs is suspect.

These doubts are reinforced when one asks whether the “job worth”

on
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factors identified by the National Rescarch Council’s committee (which
are similar to those used in actual attempts to implement comparable
worth) are related to jobs” pay. This frames the question in a way that is
particularly favorable to comparable worth. One now asks not whether
the factors accurately reflect the worth of individual jobs, but, rather,
whether. on average. the factors are related to the “worth” of jobs as
reflected in their pay. Even the answer to this general guestion is
cquivocal at best. In their regression analysis of 499 wage and salary
occupations based on 1970 Census dawa. Hartmann et al. (1980) found
that neither “physical demands™ nor "undesirable working conditions”
were statistically significantly related to pay of jobs at conventional test
levels. Similarly. Raisian et al. (1988) performed a regression analysis
of 247 occupations using 1982 Current Population Survey data, and
found that of the four factors considered by the National Research
Councils committee. only one ("substantive complexity™) was statis-
tically significantly related to jobs™ pay at conventional test levels. !
Other studies find a similar (absence of) pattern. For example.
Pierson ct al. (1984, esp. pp. 130-131) derived scores for nine factors
(cognitive judgment. people orientation, complexity. physical demands,
machine tending, working conditions. word and paper processing, and
reading and listening) and regressed pay of individuals in both predomi-
nantly male and predominantly female jobs on their jobs™ scores for
these factors. Working conditions, word and paper processing. and
reading and listening were not statisticaliy significantly related to re-
ported wages in the regression for incumbents of either female or male

jobs: in addition. physical demands were not statistically significant in

the regression for persons in female jobs.
Similarly. Ehrenberg and Smith (1987b, esp. pp. 256. 260. 264)
analyzed pay rates in relation to job evaluation scores for limited sets of

jobs in state employment in Minnesota. Washington State and Connecti-

cut. For Minnesota (which awards points to jobs for know-how. problem
solving, accountability and working conditions using the Hay systemy),
monthly maximum salary of predominantly male jobs was statistically
significantly related only to know-how points,. whereas pay of predomi-
nantly female jobs was not significantly related to points for cither
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problem solving or accountability. For Washington State (which awards
points tor knowledge and skill. mental demands. accountability and
working conditions using the Willis system). minimum salary of male
Jobs was not significantly related at conventional test levels to any of the
four factors. and minimum salary for temale jobs was significantly
related at conventional levels only to knowledge and skill points, For
Connecticut (which also used the Willis system), annual salary of male
Jobs was not significantly related to mental demands or accountability,
whereas for female jobs pay was significantly related only to knowledge
and skill points,

2.4 Consequences of Adopting Comparable Worth

The argument thus far may be summed up as follows: Supplyv-side
factors (societal diserimination. sexual role differentiation, ete.) as well
as demand-side employer discrimination can Iead to a concentration of
women in fow-paid jobs: jobs of comparable worth would not neces-
sarily receive the same pay even if employers did not diseriminate.
Thus. concentriion of women in Jow-paid jobs is not necessarily evi-
dence of employer discrimination: and equal pay for jobs of comparable
worth is not necessarily an appropriate standard for evaluating pay
difterences among jobs. Contrary to what some of its proponents assert
(see. e.g.. note 38 beiow), equal pay for jobs of comparable worth is not
necessartly fair and uncqual pay for jobs of comparable worth is not
inherently diseriminatory.

Thus, comparable worth does not provide useful information about
discrimination. Likewise. neither the bias-tree approach tavored by
most proponents) nor the policy-capturing approacn (favored by Ferber
1986, pp. 273-274) to job evaluation provides meaningtul information
on what wages would be, or should be. in the absence of discrimination:
even it one could be certain that concentration of women in low-wage
Jobs were s result of diserimination ruther than supplyv-side fuctors. and
even if the Jow-wage jobs received the same number of evaluation points
as higher-paid predominantly male jobs it would not necessarily follow

a7
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that the two sets of jobs would receive the same rate of pay in the absence
of discrimination, or that rates of pay tor the two sets of jobs should be
equalized. “Job worth,” as measured by a job evaluation. is unlikely to
provide a meaningful guide to what jobs would be paid in the absence of
discrimination. and may well be seriously misleading,

From an economic standpoint, then, the basic concepts underlying
comparable worth are flawed. To some advocates of comparable worth,
however, all this is, ultimately, beside the point. The empirical evidence
(discussed in chapter 3) suggests clearly that discrimination by employ-
ers is responsible for a significant part of the male/female pay gap. even
though supply-side factors, including societal discrimination, are not
unimportant. Moreover. societal discrimination is discrimination too.
Thus, even if literal adherence to a policy of equal pay for jobs of
comparable worth is unwarranted, increases in pay for low-wage pre-
dominantly female jobs—moving pay in such jobs closer to levels
prevailing in higher-wage but comparable (and predominantly male)
jobs — will complement conventional antidiscrimination measures (€.2..
equal opportunity and affirmative action laws), help close the pay gap
and help redress some of the effects of socictal as well as employer
discrimination. In this view, the ultimate test of comparable worth is a
pragmatic onc: can it deliver the goods? Can it raise women’s pay and
close the male/female pay gap without serious adverse side effects?

The obvious difficulty here is that, precisely to the extent that it raises
pay in predominantly female jobs. comparable worth will make it more
expensive to employ workers (male or female) in such jobs without,
however, ¢reating additional employment opportunitics in either those
or other occupations. As with increases in the minimum wage, there will
be winners from comparable worth wage increases, but there will also
be losers.

To work out the effects of comparable worth wage increases in detail.
consider the simple two-job model discussed carlier. A wage increase
for the low-wage job. L. imposed pursuant to comparable worth will
reduce the pay differential between it and the high-wage job, H. Thus. it
reduces total employment (and employment of men and of women,
considered separatelyy in L. It does so for two reasons: a substitution
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eifect, and a scale effect. First, since L labor is now more expensive,
employers have less reason to use it in place of H labor in situations
where the two can be substituted. so employment of L falls for this
reason.** Second. the rise in labor costs causes the employery seale of
operations to contract, leading to further declines in the demand for L
Jabor. 35

The comparable worth wage increase for L will also affect both wages
and employment in the high-wage job, H, but here the outcomes cannot
readily be determined. The substitution effect increases demand for Hto
the extent that it is possible to use / workers in place of the now more
expensive L workers (although, as indicated in note 34, this effect may
be small or even zero if the H and L jobs are truly different). Onthe other
hand, since the scale effect causes the entire scale of operations to
contract, it reduces demand for A as well as L. Thus the net effect on H
employment depends on which of the two cffects is stronger. Unless the
two jobs can easily be substituted. however, demand for A will fall on
balance.

This decrease in demand for £ tends to reduce the wage of #H labor.
On the other hand. some workers will be attracted towards L and away
from H duc to the rise in the L wage.? so supply to H is reduced: that
tends to raise the wage in H. Thus. the net effect on pay in # depends on
whether the effect of the reduction in supply to H exceeds that of the
reduced demand for H.

In sum, requiring comparable worth wage increases for predomi-
nantly femule jobs is akin to putting a tax on employment in such jobs: it
makes it more expensive to employ predominantly female fabor. How-
ever. there 1s a major difference between an employment tax and a
comparable worth wage increase: under comparable worth, the “reve-
nues” from the “tax increase™ go not to the Treasury but. rather., to those
workers in predominantly fermale jobs who are able to remain employed
after the "tax™ takes effect.?”

Thus, there will be both “winners™ and “losers™ from comparable
worth wage increases. Relative to what would prevail in the absence of
such increases. some workers in predominantly female jobs will enjoy
higher wages. but others will be unemployed. Depending on one’ point
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of view and in the absence of conceptual objections such as the ones
discussed above, the merits of comparable worth depend on demand
elasticities, i.e.. on whether the gains from higher wages are enough to
offset the losses from reduced employment.

To some extent., then. the case for or against comparable worth
depends on empirical questions: How much of the pay gap is demand-
side rather than supply-side in origin? Would comparable worth pay
adjustments lead to large employment losses. or would they have only
maodest effects on employment? | discuss these guestions in the next
chapter,

NOTES

PSince some nonecononists Gd, for thal matter, some cconomistst misanderstand the
meanmg of the ternm “supphy ™ and “demand.” T aant taemphisize ot the outset tiat. at feast at the
present fovel of peneradity, there iy not much anavtical content. and erally ne normative
sigentfcance. i the coneept of "wage determination by supply and demand.” Emploser demand for
fabormay be atfevted by nuon factors top L discriminatory athitudes towards prospective employ
cos, the wage required. collusion with other emplovers, the Bl mpact onsales revenues), and so
can the supply of labor owhich may be aflected by, e trade unions, the wage oftered. cultural
normy, and sexual or other kinds of role dittferentiationy, Thus, at the present Jevel of generality,
reference o supply amd demand simply summarnzes the potentialiy guite fengthy It of motives
underlying the decivioms of the two sades of Tnbor narket trynsactions, fo., firms and workers, (In
particubar. the notion of wape determimtion by suppls and demand does not catatd any assumption
that faber market fransactions are free from coercion. that both sides of such transactions enjoy
complete information, vte r Henee, the statement that wages are “determined by supphy and
demand”™ has Biteradly no normistove significance: given the fengthy hat of factors st notedy that
could i principle affectsupply and demiand. it s clear tnat the process of wage deterounation by
supply and dennnd may ental outcomes that, at feast in she exes of same, are clearhy unjust und
ineguable. Indeed. mothe most general sense, comparable worth s oan attempt o determine
whether the restlt of wage deternunation by supplies and demands is in fact umust or inequitable.

S Thivdetimtion focuses on one parricuder motive underty ing emplovers’ denmand for fabor tthe
cttectof emplinang lahor on production, and hence on safes and profitsy and 1gnores others e.g..
discriminatory motines towgrds potential workers. collusion between enmplovers. eic b Dsay more
about this below, One techmeal point abour this detinimon is that o meisures the “worth™ of jobs in
redl terms fne o terms of jobw marginal productivitiest, and so o woukd ental @ compartson
between obworthund the reaf wage fie L the ratioof the mones wage to the product price) pad ton
that job. Anahernative detinition with the e substantive meaning would mcasare the “worth™ of
jobsinponunad tertms e thedeollr valne of the jobs" contributon to output . o “nsrymal reverie
product”™ m economy prgont whech entinds o comparison between job worth and the money
ot wape per e

P ndeed. some discassions e detine Tcomparabhe" o mean ot equat vadue o the enployer,”
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and then assert that, as g practical matter. “comparable™ would mean “compurable i terms of \aill,
cffort, responsibilits and working conditions " (8ee. o g . Burcau of Nationa! Awirs 19X, p. 1)
Thus, such discussions treat the two detinitions sy similar or equivalent. wlthough they are at feast
potentially quite ditferent

*Of course. there may be oxeeptions o this general rule. For example, the productivity of
work performed in extreme heat or cold miny be less than the productivily of work performed under
norm! climatic conduions.

P Uied i Heen (1984, p. 2T=00 sev abso Newman amd Vonho! (1981,

® Treiman (19791 traves the concept 1o studies undertahen by the U S, Ciil Service Comnus.
sion 1871 and Frederick W Tanlor’s "scientific management” studies of 1881

P Part of the following discussion 1s based on the work of Headerson and Clarhe (19811, who
provide a wweful review of different kinds of comneren? job evaluation methadologies,

# For example, see the “Time Span of Deretion™ methad tlagues 1964y and the ~Broadband-
ing" method (Paterson wnd Hoshand 1970)

¢ Early examples include the “Point-Factor Methed™ cLott 19260 and the “Factor-Comparison
Methad™ iBenge 19361 These and similin procedures led o numcioos methods. sometimes vatled
“point-factor-compurison methods.” developed by firms such as the Western Electrie Co. and
industry groups such as the National Mot Trades Assaciation, the Nationd Blectrical Manufuctur-
ers Asseciation, and the American Association of Industrial Management,

' For detated discussion of actual impiementation of the Huy mcthodology at an Australiun
vollege of education, see Burton et al. (1987) D Alvin O, Beluk, generat partner in the Hay
Group, deserthed the Hay phifosophy as follows (0080 Congress, House 1983 p. 345y

scales of job vithue, which are one of the savs to measure comparithle worth and
ety are most aceeptable in relution o jobs withim g single establishiiem
utifizing a himited runge of different oceupational shiths. That is. the scades are most
acceptable for establishing pay ety among job clisses sathin rebated ob fumilios
Suides nuy have one fuctor or multiple factors, independent factors ar redundant
factors. emphasis on measurement precision or emphasis on credibihny and secep
tanee of results: Consistently, Boweser it can he abserved that the scales will not be
accepted o they are mposed by fiat, without esphination or communtcation, Thay
must he wdopted through widespread organizatonal consensus. Onhy through sub-
stantial efforts to introduce fexebiling in processes of debiberanon and sudgment s ot
possible to apphy such saides toanereasigh browd ranges of job tamles, of
estabhishments within an orgamization. or of orgamyzats ns withim an industry or an
CCOROMY,

The Huy Group has, howeser, been watling to consider sarous appraacies (o b oviduation,
For example. as discussed indipier S of thas book . Hay used o simple seale o evaluate ditferent
“job famubies” omunicpal emplovment i San Jose, Calttorn, and contended i oa Chient
Brictiop™ tHay Assoctates 19X p 2that the Hay Gade Clart Profile Methad of job measurement
i the gppropriate micthodology ™ o use o mmplementing comparable worth. As some astute
observers tave noted, Hiny has thus exprossed “strong agreenient on avery side of the geesteen”
(Aldrich and Buchele TUR6, p 7200 X0see i particnfar the stitements cied therein

"nactual apphications this approach can become comsade rahiy nore comprex thea the smaple
by pothetieal example ogthned here One version begas waith i “Stroctured job semalysas guestion
RUPCT (1 some varranis o Postron Anabyvas Queshionnarre or PAGHutamah zes iobs prterms ot
tatal ot [R7 job clesments (e gl "operates Aevhoand destoos.” “works umder Iugh emperasure
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conditions™s Factor analysis and stepwise regression analysis are then used fo reduce these 187
clements to a much smaller number, which are then used in g regression analy sis of the association
between job elements and pay. (See Treiman and Hartmann, eds, 1981, esp. pp. 119-26; McCor-
mick 1979, pp, 147- 9 and MeCormick. Jeanneret, and Meacham 1972

1 The discussion in the text focuses on problems with commercial job analvses with o direct
bearing on assessnents of predominantly temude v predominantly male jobs. Briet mention
should also be made of more general problems with commercial tor for that matter any) job
evaluution. One is inter-rater reliability: different evaluators asing the same evaluation system often
may not prduce similar evalustions of the same set of jobs, Another s inter-system reliability;
different job evaluation systems may not vield similar rankings of the same set of jobs. For further
discussion of these essues. see Beatty and Beatty (1984), MeArthur (1985) and Schwuh (1985 A
final problem concerns the infarmation content of the separate elements used in job evaluations:
several wiiters (e.g.. Ehrenberg and Smith 1987b0 Auren and Lougy 1986, esp. p. 33, quoting
Remieky have noted that the carrelation among the scores on cach patr of job attributes considered
in such evaluanons (c.g . between “skill™ and “working conditions™) 1s very high --sometimes in
excess of (09, This raises questions shout the extent to which the measures of the different attributes
actually incorporate genuinels different information about the jobs being evaluated.

Ufreman cnd Hartmann, eds. (1981, p. 76 see also po 72 and Remick (1984, p. 100y, The
conment cited i the text refers to the use of policy-capturing methods to derive werghts for
individual compensable factors, butit apphies equally to the use of hey or benchmurk jobs and atea
WiEC SUPVeLs.

1 For example. such o priort weights could be derived by union-management negotiation.
computtees consisting of emplayees and-or outside consultants. e1c. As Evans and Nelson (1989,
p. 561 note. "maost comparable worth supporters” tavor an e priori approach that does not refer to
muarket wage rates; and numerous comparable worth job evaluations conducted for state and Tocal
governnients hive explicithy avorded using external fabor market wage datie (For example, see
Orazem and Mattile 1989 p 179 on Towy: Willis and associates 1974, p. 1 on Washington State:
Chapter 4. on Minnesota: and Chapter 8. on Sun José )

' The tootnote refers to Kerr and Frsher 19501 who muke the same point.

e Smith (1937, po 1001 see Rees 619760 for o bwventennial appreciation of Sithy analy sis in
tght of subsequent ecopomic analssis.

U Changes tor ek of changey inthe pay gap can i the ratioof female to male carnmgs ) may be
due to chunges m disenipunation. i enforcement of antidiscrinunation measures. and in workery
characteristios These changes may be mutually remforeing or offsetting. For example. Smuth and
Ward (FUR4s argue that the dechine i the ratio of foemade to nusde average carnings during the 19605
and constanes i the 19705 s attributable to aninflus of relutively unskilled women tsome ot whom
wore returping to the workforce atier aospell of chilidbsrth and childrearingy that muore than ot
improvements 1 wages of wonen (relatne tomeny with given characteristios. Similarhy, other
researchers same of whose wark v sunvesed by Brown (1982 arzue that, abstracting from
effects such as thase deserthed by Sinth and Wird, entorcement of antidiscrinunation measures
tetded to nuse the ratio of femdle to pade carnings for workers wath gonen cluracteristios. The
refative importance, howeser of cach of these factors - ¢ g, antidiserimunation eflorts s s changes
i worker chatactetisties and or i the extent of diserimmnution - inexphuning the behayor of the
Py g rCnRUN Voo sl

YCThe following discussion s based on Kdhngsaworth 01987 which provides further detadls,

' Note the "omaverage ™ here . s means that, although some women nin he more mteredted m
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andfor better qualitied for one Job rather than snother relative to sone men tand relative o other
womeni there i no syste ot difference related to sex in either ob terests or job qualitivations

* Equivalenthy, i higher refative wage tor B induces Tower relative emplos ment tor K. To some
extent. demand for H fadls when the wage 1 H rises becatse of o substitution ettect: tirms may
substitute L labor for H lubor when the H wage rises. Howevern oven it no wuch substitution i
possible G in the case of ahved-coeflivients” or “Leontie!™ praduction technology that requires
that inputs must be used in fived proportions, e.g.. one secretary per tvpewriter), demand for 4
fally when tie M wige rises becatse of ascale etfect: w nse inthe # wage riises the firm’s marginal
costyand thus reduces the optimah acade of the irm® operations and its wse of wl inputs, mciuding #
lubor tAngogomdy, a tise in Tubor costy causes public sevtor emplovers 1o reduce use of labor
nputs generatly because the same personnel budget can now buy fess Lhor Y OF course, i rise 11 the
H wage induces o dechne 1 demand for M refarnve to that for Londy ot the substtution effect s

nonzero, as assumed i figares 2042

 Sinee the relative supphy curve has i postinve rather thun s zerod slope. Tam assunung that
some workers would want to work i the “high wage™ job H even o pay i it were Jower than sn the
Tlow wage” job £ unds annburdy, that some workers waill want to work in the bow wage job £ esen
though pay it isless than pas 0 77 The basic reasen s that A and £ w il have fon wage attributes
tege workimg conditionsd that different worhers wall evatwate differently. For example. H nught
entaif ottdoor work . which some workers would twould noty want te do evenaf st were very badh
ewell) paid.

T Note the o average” here Thas model allow s for differences amone tndivnduals i terms of
{e gy job interests (see note 197 above i the absence of such differences. the relative suppls
schedule would be horzontal For the e bemg, however [ also assume that, on averape, the
distribution of men’s job preferenses is the same as the distribution of womests job preterences, and
that.ar piven wage fesels, thenerage woman i no more or fess BRels topreter job f# tojob £ tor
VICC versi D the averiage nun

7' Note that equehibriuny does sed mply fnd s notmiphicd by mtensectionof 8, with 2 .« m
ar {8, shaw s the refiative Wige that must be offered to g geoen soy eroup toehot specitied feve s o
relative suppliy from that seacgrowp . 1, shows the relative sage that employers sre willing o offer
1ases group s abspeitied Tesels of aearecare relative employ ment.

TONote, hosevets that whereas 8,0 s=moor 1) shows the relmtve supphy of sed s at hifferemt
relutve wages, the agpregate rebative supply seheduice §, shows aggrevate relative supphy ki of
woighied aerage of the two ey groapy relatine supphesy at different relative wages

TNow that the condition S, 120 s s mor E does not imply cand s et implicd by
equitibrium 8, denotsthe refative supph of sev s whereas 2, refees oae ereare relative denrund
(of both sexes Coambinalt Even though thes denot hieon D the paimts ¢ and ey in fivure 2 2 are
equilibrar texacthy as mbpure 2 Dance they merely indicate the smiphications tor each soa eroup
of the aggrepate cquilibnum e O the other fund, cquetdihrom s impossable vxeeptat o, is the
onhy Grpprepater wage rate it which aggrepates relatne supphes equal Gaggrrepate relatne
demamds.

o For evnaple, Bergmunn and Gray (1984 amd Bergmann (12851 consaden @ two joh el
under the assemption e workers fune sdesire el tustes and abilitios amd conclude that, absent
discrimunution. the twojohs wanld recerve the save pay This s sand to etabhish the cconomie Cane
for compatable worth dthongh Berpmann (19850 p X1y asserts that e considerably weiber
assimpion” would do s abo that “ust enotgh wonien aeed o be wathng and able to change
soiptions o that the ‘crowdmye’ of Lbor mthe womens occapations woukld he relsed o
employer epforced sepregabon were sckaned " Howeven s rehoving ™ the effect of “Cremding of
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Izhor in the womens occupations” simphy mcans making the proportion femalde the same n the twa

Jobs, this clearty does notestablish that wages 1o the tsaoccupations woukd be equal in the abaence

of such crowding. And if “rehieving” the effect of crowding means equating wages in the two jobs,
then the argument is craudar,

7 Smith abvo remarked (19370 po 100 that “the most detestable of sl employments, that of
public executioner, is, m propartion to the gquantity of work done, better pud than any common
trade whatever.” Howeveromy colleague. Michael Ko Taussip s reminds me thut when the convicted
mutss murderer Gary Gilmore sas (o e executed, numnerons indivwduals (elephoned the prison i
which Gilmore was held i order to volunteer ther services gratis, Perhaps state prisons might
action the rights fo execute prisoners to the highest brdder! Agaim, the essentiad point s that tistes
are heterogencous: what one mdoodual mght be unwatbmg todo evenat aramaginably bugh rutes of
pay. another individual might be wilhog o doat very Tow cor even negative!s rates of pay.

& Qeveral writers have guesttoned this ranshitors” example, buat thewr arguments are uncon:
vincing. For example. Aaron and Lougy (]9S00 po 360 0 46y contend that exeess supphy of 0 s,
Spunish trunslatoes would alunnate s mean that “the jobs of Spamsh tnmsbator and French transtator
wotkd coase to be the same” because emplovers, hay mg fess meentne to cconomize on the tme of
Spanish transtatars, would provide them wath Tess advaneed cquipment and secretarial assistance,
reguire them (o pertorm mare menu tshs . ete. Howevercthis posstbility reintorees Sharon Sniiths
original pomt. i excess supply of Spanish translators fed to tamong other thingsya deternoration in
therr working conditions relative to those of French iranshators as Aaronand Lougy are etfectively
argming, then o comparable worth stundard would presanmably regure that Spanish translatory’
wages be wreater than French tanshitors” wages, Seulards, Werder (1986, p. 176200 {331 who
erroncousty inters that the greaster demand for Spanish translation i Mumn™ would necessantdy
entat! tgher pay tor Spanesh trmsbators than tor French transbiators, asserts that provaded there s
ne ditference in teaning of skl required o become o translator in cither bimguage. "one would
aapect the cotmpensation nfes tor these i obs to mone together™ i the teng muns This ignoresthe
possible influence of heteropencous preterences for geographic location ewhich unght well entnl a
wage ditterential between the taogobseven m the very tong runtand does net, of course, mean that
pan for these twe “Comparable™ obsmuost necssaarily “move together™ all the way 1o egualiny

O bor examples see Aaton and Fougy CFURG esp o pp B 2 and Trennan and Hurtmann, eds
CHORT. esp chapler 2y

*ondeed, one naght even suspect that, precesedy because they are comples, real world Tubor
mathets wortkd be guite unhhely toentnl any simple rebmon between b worth nd job pay esenof
it were possible to elmmite sl vestiges af emplover discrmupnastion from the pay structure

The Akdeeh- Huchele proposttion is based onan asaampron of arbtrage workers whe tound
thata piven hbb e ¢ ocalege educations panda higher returnim one accupastion rather than anether
would switch oto the ovcapation o which st wis pind more Howevers as Aldnch and Bochele
themselves note (Fa86, p [0 o D oequal margioud rawros to g duracienistio s difleront iobs
requtres cernsfnt returns to the characterssic:r for examples i there were “stranghy imcreasing or
decreiseny returne o tnonng T amd o rdiforent groups obsorhers ditfered wde b i the ameunt of
treminy they had. nondiscrmunatory ditterences i rcturns to tramny betweenditferent proups of
worbers could et 7 For more generad discussions of s o sec Hedhman and Schiemnbiman
1871 Rosen o983 and Welch ofdeny One tacter that tends o provent returns to gnen
chatitler st s e ¢ cducationy tronybeny the samean ditferent b s that workers st bsaally
work moonhy cne b and cannet "unbamdle” then Characterstics asmg then education i one job

atad ther phaosical strength moanother say o onder teeengaze i arbifraes aoross pobs

Uoihe tdetarded” o tuee digt US O Censas occapational tanenotmy s the most detaoled
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categorization of occupations avalable for analysis of national survey data: whereas the Censuy
“broad” or one-digit classification consists of broad groupings e g, profesonal, clerical, cralty,
its detailed or three-digit classification refers to much more homogeneous groups of jobs (2.g..
lawyer. file clerk. plumber). The Committee’ four-factor scores tor Census occupations were later
used by another unalysis undertaken for the National Rescarch Council of the extent of uncqual pay
for work of equal value (Treiman and Hartmann, eds. 1981, esp. pp. 24-31).

¥ See Hartmann ot al. (1980 table 3, “all occupatiomy™ regression 1 and Raistan ot al. ¢ 1988,
p. 194 table RS, speaification 2, Hartmana et all (1980, table 3) also studied “mixed” and male
and female “dormmnated™ occupations separately. In these further analyses. undesirable working
conditions were never statidically significantly related 1o pay: physical demands were not signifi-
cant for male accupations: motor skills were significant only for female occupations: und substan-
tive complexity was not signiticant for femule occupations. Parcel (1989) finds similarly tenuous
connpections between pay and job content vartables in an analysis of 1980 Census data.

¥ Of course. to the extent that the two jobs ure “ditferent™ - say. 1 H refers o tree trimmens or
oo Keepers and L refers o nunes or file clerks —they are more or fess by detinition not casdy
substitutable. I soL the substitution effect may be small or even zero. s in the case of o fixed-
coetlicients (Leontiet) production functon.

* For-profit emplovers find that the wage merease rabes the marginal cost of production;
unless they can pass all of the cost nereise on fo consamess, this rise in marginal cost induces a
ducline in production, and henee in demand for inputs. Nonprofit emplovens (e.g.. government)
find that the wage increase reduces the purchasing power of their emplovment budget: unfess they
can increase their budget te g viahigher tases or spending cuts ebsewhere) to offset this fully. this
fcads tr decreases in employment

' Proponents of comparable worth sometimoes suggest that, if pay i predonunantly female
accupehions were rased via comparabie worth, more men would be attracted to them and they
would therefore become more integrated dor esamples. see Gold 1983 p, 56: and Steinberg 1986,
esp. po 120 Mary Hatwood-Futrell, seeretary-treasurer of the National Education Association.
tostifies at Congressomal hearings (LS. Congress. House 1983, p. 241 that 1 think you would see
more men cormmng mto the [teaching] profession™ i wapes were adyusted along comparable worth
fines However this overfooks the distinetion between supply and demand: sithough comparahle
WOt Py Increases may sttract more men o predominant]y female jobs, such pay mcreases will
absa reduce the number of such joby. Whether the jobs will, on halance, be more orfess integrated is
theretore uncleur

o Thus, o full accouning of the gains and fosses from adoption of comparable worth on an
econoniwide basis will require a general equibihriom approach osee Boider ot b, T9XKL for an
exampler Sce O (19863 tor turther discussion of Jabor market effects of comparable worth.

* Hartmann (1986, p. {75, emphus s oripinadt appears to assdgn zera weight to emplos niwent
ctlects “Once unequal pay Hor jobs of comparable worth] o understosd as sex-hased wage
diseremmation. evenarpuments that redress wonkd be contty ar mught fead to some unemplos ment
wont hold up apaimse the Bsc issue of tirness and the anporfance of removing discrimumstion ™
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Comparabie Worth:
Empirical Issues

This chapter is concernad with empirical issues related to comparable
worth. Since comparable worth is usually regarded as a remedy for the
male/female pay gap, I first discuss both conventional economic and
comparable worth analyses of the empirical magnitude of the pay gap.
with special reference to methodological and conceptual differences
between these two types of analyses and their likely empirical conse-
quences. I then discuss methodologies for analyzing the empirical
effects on wages and employment of adopting the principle of equal pay
for jobs of comparable worth.

3.1 Conventional Economic Analyses of the Pay Gap

The discussion of chapter 2 may be briefly summuarized as “ollows.
Labor market (demand-side) discrimination can Icad to concentration of
women in Jow wage jobs. a negative relation between “femaleness™ and
pay among different jobs. and a male/female pay gap. But various
supply-side factors (sex differences in job preferences and/or job qualiti-
cations, due to seaual role differentiation, societal discrimination. cte.)
can also do so. Unegual pay tor jobs of comparable worth is not
necessarily discriminatory: equal pay for jobs of comparable warth is
not necessarily nondiscriminatory.

For these reasons. economists usually stress the importance of “other-

Fhank Paul Dechen, Cordeliz W Remmers, and participunts mseminars at Indiang Utinersits, Joins
Hophins Uninversity, Primceton Unnversity, the 118 Burea of Lubor Statitios. and the Unnersity
af Mary Lend tor nuan helptul camments on previots sersions of this Chptes

55



86 The Economics of Comparable Worth

things-being-equal™ (cerris paribuy) comparisons in empirical analyses
of pay. i.e.. ones that allow explicitly for the effects on pay and on the
overall pay gap of male/female differences in job preferences and job
qualifications. Typically, studies of this kind are based on regression
analyses of individual workers’ pay, controlling for individual workers'
characteristics —ones that are related to job preferences and job qualifi-
cations (e.g.. level of education, college major, years of work experi-
ence and the like). Economists are willing to infer the existence of labor
market discrimination only if pay is systematically related to sex on an
other-things-being-equal basis. i.¢.. only if pay is related to sex among
workers who are the same in terms of these other personal
characteristics.

To discuss these issues, it is useful to write down a simple explicit
statistical model of pay. Let pay of worker i, ¥, be given by

Y =bX.+dM +e, (3.1)

where X, refers to measured personal characteristics of worker [ (vari-
ables denoting /s job qualifications and job preferences);' M is an
indicator or dummy variaole equal to 1 if 7 is male and equal to 0 it i is
female: and ¢, denotes unobserved or unmeasured characteristics perti-
nent to /s pay. To simplify exposition with no loss of generality, assume
that the coeflicients on X, b, are positive, i.e.. b>0; this simply means
that the X, are defined as factors that are positively associated with pay
(so that factors that are negatively related to pay have all been multiplied
by - 1). The main object of interest in empirical analysis of (3 1) is. of
course, the magnitude of ¢, the coetlicient on the male indicator vari-
ahlz{ o measures the adjusted pay gap~i.e.. the extent to which, on
average and other things (the X) being equal, men receive more (if d is
positive) or less (if d is negative) pay than women.?

Since they play an important role in the following discussion, several
points are worth noting at the outset. First. the overall or “total” or “raw”
pay gap -~ the sitple difference in average pay of men vs. average pay of
women —may he duc either to male/female differences in observed
personal characteristics. the "¥7 of (3.1): or to male/female differences
in unobserved personal characteristics, the “e™ of (3.1): or to labor
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market discrimination, the "d” of (3.1). In turn, a positive d. signifying
discrimination favoring men and against women, can arise due to
unequal pay for equal work (i.¢.. women receiving less pay than men
who have the same X and who are doing the same job) and/or to unequal
access to berrer work (i.e.. women having a lower chance of holding a
highly paid job than men with the same X).

Finally, a key statistical point: empirical estimates of d, the coeflicient
on M, will be biased upwards (downwards) if the error term e and the
indicator variable M are positively {(negatively) correlated at given X,
For example, the estimate of the adjusted pay gap will overstate the
extent of pay discrimination favoring men and adverse to women if men
possess “more” unobserved factors, ¢, than do women who are the same
in terms of observed characteristics (X). To see in intuitive terms why
this is the case, note that d is supposed to measure the effect on pay of
being male, other things being equal. and that being male is measured.
whereas unobserved characteristics by definition are not. If men have
more of these unobserved characteristics e than do wemen with the same
measured characteristics X, then some of the pay difference between
men and women with the same X is not really due to the difference in sex
but rather to the difference in unobserved characteristics: yet, because
the unobserved characteristics that are positively related to being male
are unobserved whercas being male is observed, conventional statistical
analysis will end up crediting al! of the pay difference 10 being male.
i.e.. will reflect not only the “t.ue™ sex difference in pay for people with
the same characteristics. d, but also the effect of unobserved charac-
teristics ¢. to the extent that ¢ and M are correlated @among persons with
the same observed characteristics X,

The extent to which the male/temale pay gap is in fact attributable to
labor market discrimination rather than differences in personal charac-
teristics remains controversial. Most studies find that no more than
about two-thirds of the pay gap can be “explained” by (i.c.. is associated
with) differences in personal characteristics. (See Cain 1986. esp. pp.
743-759. for a methodological overview and summary of results ob-
tained in numercus studies of the pay gap.) In the view of muny
economists, the rest of the pay gap can reasonably be attributed to labor

cre
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market discrimination. Economists often call this “unexplained” portion
of the pay gap the “adjusted” gap. since it has been adjusted for (and thus
does not incorporate) the effects of male/female differences in measured
personal characteristics. Since the adjusted gap is one-third (or more) of
the total gap. the extent of labor market discrimination would appear to
be sizeable.

Numerous economists question this reasoning, however. O'Neill's
remarks (1984b. p. 263) are typical of this skeptical view:

After adjusting for the different proxy variables that social scientists
use to measure productivity differences. studies have explained
varying proportions of the wage gap. . .. Among those studies that
have used broad national samples, perhaps the central finding has
been that about half of the gap is accounted for by a few key
variables: schooling. vears of work experience. years out of the
labor force. and job tenure. The unexplained residual. however,
cannot be taken as a measure of discrimination. It is more correctly
described as a measure of our ignorance. Work experience and
qualitative aspects of schooling are usually measured crudely. and
variables that may be important are omitted because of lack of data.
Chicf among these is the intensity and motivation with which a
carcer is pursued. The intangible qualities that affect training. job
search, and job advancement are likely to be related to the extent to
which onc’s energies must be shared between home responsibilities
and a carcer,

Similarly, Roback (1986) notes that cross-section analyses of pay have
“explained” no more than 40 to 50 percent of the overall variation in
wages (1.¢., the value of R in such analyses is no more than about G.50)
among white men: due to data limitations, it was not possibie to include
many factors that are relevant to pay among white men and that could
account for some or even all of the remaining wage variation among
white men. The same "missing variables™ problem hampers attempts to
estimate the portion of the male-female pav gap attributable to discrimi-
natton. She argues (1986, p. 29) that

-t seems quite hikely that residual carnings disparitics are not

reatly an index of diserimination: in fuct. the possibility that there ts
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no discrimination whatsoever cannot be ruled out. Unmeasurable
tactors account for some 60 percent of the variation in white male
carnings. while unexplained earnings differences between the sexes
amount to se.newhere between 13 and 34 percent. So it is possible
that men and women have widely ditferent amounts of unmeasured
characteristics, at least enough so that if they could be measured.
there might be no significant wage ditferential at all.

This "missing variables™ argument has dominated discussion of con-
ventional economic analyses of the pay eap. In a nutshell, it asserts that.
if it were possible to measure and include variables which have not been
included in regression analyses of pay because of data limitations, then
the traction of the overall pay gap attributable to discrimination in such a
revised study might be smaller —perhaps substantially smaller —than
the figure implied by most current rescarch.

Stated in these carefully qualified terms. the missing variables argu-
ment is unexeeptionable. In terms of equation (2. 1), it s simply saying
that if unobserved characteristies (¢) are positively related to M (male
sex) among persons with the same observed characteristics (X). then the
estimate of the adjusted pay gap. . will be overstated (or upward
biased. in statistical terms). It should be noted. however, that precisely
because the missing variables in question are not now included, there is
no way to be certain what their inclusion would do to the results.? In
particular. and contrary to what O'Neill and Roback appeur to be
suggesting, even if women “score” less “well™ i ierms of such missing
variables than do men. inclusion of these variables will not necessarily
reduce the remaining pay gap. In other words, in terms of cquation
(3.1, d need not be biased simply because unobserved factors are
positively correlated with M. Rather, for inclusion of unobsc.oved factors
to reduce the remaining pay gap. the variable in question must be
correlated with sex “at the margin.”i.¢.. be related to sex among persons
who are the sume in terms of all of the variables already included in the
analysis: in terms of equation (3.1). ¢ must be correlated with M anong
persons with the same X.

As a simple example. suppose one analyzes pay using a regression
analysis that does control for educational uttainment but does not control
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for years of work experience, and obtains a sizable estimate for the
adjusted male/female pay gap. Even if women have. on average. fewer
years of work experience than men. it does not follow that omission of
the experience variable produces an overstatement of the estimated pay
gap (or that inclusion of this missing variable will reduce the estimate of
the adjusted gap). That will occur only it women with the same educa-
tional attainment as men nevertheless have less work experience. on
average. Indeed. if work experienee and education are perfectly corre-
lated. omission of the work experience variable will not afiect the
estimated pay gap at all; in that case. the work experience variable
would add no information not already provided by the education
variable.

Likewise. even if women are less "motivated™ or “carecer-oriented”
than men. omission of a variable denoting "motivation™ or “career
commitment” would bias the estimate of the pay gap obtained in the
studies O'Netll discusses only it women who are the same as men in
terms of all previously included factors (education, years of work
expericnee, cte. ) are nevertheless less motivated or career-oriented. on
average.®

Thus. different economists put different weights on the potential
importance of the omitted-variables issue —heterogencous tastes once
again! —and so are not equally willing to accept the results of conven-
tional economic analyses of male/female pay differences as evidence of
labor market diserimination. This important difference notwithstand-
ing. there is fairly broad agreement on methodological issues. Conven-
tional economic analyses of labor market discrimination focus on char-
acteristics of individual workers. and. provided a suitable sct of
variables measuring these characteristios could be obtained. ¢cconomists
would treat the “adjusted”™ pay difference —1.e.. the pay difference be-
tween men and women who are the same in terms of these charace-
teristics —as 4 measure of fabor market discrimination. How does the
methodology of comparable worth pay analyses differ from this
approach?
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3.2 Comparable Worth Analyses of the Pay Gap

Unlike conventional economic analyses. which focus on people.
comparable wortn analyses of the pay gap focus on jobs. Studies taking
this approach fall into two categories: first, analyses of specific employ-
ers. usually state or local governments: and, second. studies of national
survey data.

Most of the studies in the first category were prepared for or by
administrative bodies, e.g. . state or local government agencies. Perhaps
the earliest examples are the studies by Willis and associates (1974,
1976) of state government employees in Washington State. Simular
procedures have been used in subsequent studies of state government
cemployment in Connecticut, llinois. lowa. Minnesota, and Michigan.
and of municipal government employment in New York City and San
José, California.® Pierson, Koziara and Johannesson (1984) took basi-
cally the sam  »r~ s~ach in studying a private-sector firm. as did Baron
and Newmy y in studying California state government.

Inthese s ... the unit of analysis is the job (often called “class™ or
“job classification™). Generally, an administrative pay construct estab-
lished for each job (e.g.. the maximum of the pay range) is regressed on
its evaluation score (¢.g.. the points assigned to it by a job evaluation)
and a variable denoting the sex composition of employment in the job. In
some cases, the sex composition variable is the proportion of employ-
ment in the job that is female: in others, it is an indicator denoting
whether the job is female-dominated (i.c., denoting whether a high
proportion —the usual cutofl is 70 percent or more —of those in the job
are women).®

Thus. as regards the question of analyzing pay at a specific employer.
the procedures required for comparable worth studies are much simpler
than those necessary for conventional economic arilyses. The em-
ployer under study may have many employees with quite diverse charac-
teristics (e.g.. educational background). data on some potentially
important employee characteristics (e.g.. education) may not even be
available: and analysts of these employees along conventional economic
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lines can require substantial computer programming and data process-
ing work. In contrast. comparable worth analyses of this kind require
data for a much smaller number of objects—jobs. rather than indi-
viduals: the necessary variables—e.g. . salary maxima, comparable
worth evaluation points and “femaleness™— for cach job may well be
readily available. It is not surprising. then, that many state and local
governments, with hard pressed personnel staff who may not have much
experience doing conventional economic analyses. opt instead for com-
parable worth analyses of pay.

Comparable worth studies of national survey data include those by
Aldrich and Buchele (1986). Treiman and Hartmann, eds. (1981, pp.
28-31). and Treiman, Hartmann and Roos (1980). Although prepared
by academic resesrchers using nationa! survey data sets—the U.S.
Census Public Use Sample (Treiman and Hartmann, eds.: Treiman,
Hartmann and Roos) or the National Longitudinal Surveys (Aldrich and
Buchele) -they clearly were inspired by the first kind of comparable
worth analysis. and appear to some extent to be attempts to apply the
same Kind of methodology to national survey data. The differences of
approach are largely imposed by the differences in data, National survey
data sets provide no information on workers job titles as such. on
administrative pay constructs (c.g.. the maximum pay rate) or job
evaluation points for workers” jobs. Instead. the unit of analysis is the
“occupation” (¢.g., the “detailed” or three-digit occupations defined by
the U. S. Census’ occupational taxonomy). and the measure of pay is
usually the average (e¢.g.. mean or median) hourly carnings of workers
inthe occupation. In lieu of 4 job evaluation point variable. these studies
use a set of variables denoting characteristics of the occupation (e.g..
measures of its complexity, the extont to which it requires working with
machines or making cognitive judgments, ¢te.), derived from the Dic-
tionary of Occupational Titles.” The measure of pay is then regressed on
the occupation characteristics variables and a variable measuring the sex
composition of employment in the oceupation.
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3.3 What Do Comparable Worth Analyses Measure?

It is clear from the foregoing that conventional economic and com-
parable worth analyses of male/female pay differences use different
methodologies and procedures. These differences raise an even more
important issue: whether the two kinds of analyses are even addressed to
the same set of questions. The basic question considered in conventional
econoniic analyses is reasonably clear: do individual workers with the
same characteristics (reflecting, ¢.g.. productivity and job »references)
receive the same pay. on average. regardless of sex? In contrast, and
somewhat surprisingly, the nature of the basic issue addressed in com-
parable worth analyses is less clear,

On the one hand, it could be argued that comparable worth analyses
are addressed to essentially the same question considered in conven-
tional analyses: whether identical workers receive the same pay re-
gardless of sex. On the other hand. however. it could be argued that,
because they focus on fobs rather than individual workers as the unit of
analysis. comparable worth analyses are concerned with questions
about discrimination that are fundamentally different from those ad-
dressed by convertional ecconomic analvses.

Comparable worth analysis as a form of
conventional economic analysis

According to some of its proponents. there iy nothing particularly
novel about comparable worth analysis: like the conventional economic
approach. the comparable worth approach is concerned with measuring
the extent of discrimination, defined as different treatment (with respect
to pay for the same work or access to better-paid work) of otherwise
identical men and women. In this view, methodological differences
among studies embodying the two approaches are relatively unimpor-
tant: such differences merely reflect practical problems encountered in
different set © gs (e.g. . lack of data on individual worker characteristics
or, alternatively. on jobs assessed “worth™ rather than major conceptual
differences.



64 The Economics of Comparahle Worth

It this view is correct, then comparable worth and conventional
economic analyses of pay should yield essentially similar resuiis despite
their methodological differences. Is this likely to occur, however? Here |
consider the possible consequences of the three major methodological
differences between the two kinds of analyses: the nature of the depen-
dent varable (pay): the nature of the independent variables (measures of
either individual or job characteristics). and the difference in the unit of
analysis (individuals or jobs). As will become clear shortly. the effect of
these methodological differences on estimates of the male/female pay
gap will depend. in general, on the relative importance of the various
phenomena underlying the gap: male/temale differences in skills and
Job preferences: unequal pay for equal work: and unequal access (via
differences in either assignment at hire or rates of promotion) to better-
paid work.

Use of an administrative pav construct. The first major difference
between conventional economic and comparable worth studies of pay is
that. in the former. the dependent variable (pay) is generally the actual
rate of pay received by the individual worker, whercas in comparable
worth studies it is frequently an administrative pay construct. ¢.g.. the
maximum rate of pay in the worker job classification.® Use of such a»
administrative pay construct instead of an actual rate of pay may
generate an errors-in-variables problem thai can bias the estimate of the
adjusted male/female pay gap.

To see why. let 4, denote the administrative pay construct pertinent to

worker 5 job. A,. and consider the effect of using .~ er than the
worker's actual pay. ¥, when estimating the model y ordinary
least squares (OLS) while following conventional nic meth-
odology in all erfter respects. ' The relation between A a0 is simply

=4 +uq, (3.2)

where a, is the difference between the worker's actual pay and the
administrative construct. For example. if 4 1s the minimum (maximumy)
rate of pay for the workers job. then a is the amount. if any. by which the
workers actual pay is above the minimum (below the maximum) for his
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or her job: thus, 20 (=< 0) always. In econometric parlance. A mea-
sures Y with error. where the magnitude of the error is @. Now combine
(3.1)-(3.2) and rearrange to get

A,=bX +dM, +e¢*. where e*=¢ ~a, 3.3

Suppose first that the administrative construct A is the mininuon rate
of pay for the employee’s job. so that « ts the amount by which his or her
pay exceeds the minimum. The coefficient on M., d. will be biased if the
composite error term ¢* and M are correlated at given X, The potential
problem introduced by use of A in place of Y is that the presence of ¢ in
the composite error term may induce a correlation between it and M,
even at given values of X. Under what conditions will this occur? It there
is “unequal pay for cqual work” favoring men. then, on average, men
receive more pay in excess of the minimum for theii job than do women
with the same characteristics (X): at given X, a (the amount paid above
the minimum) will be positively correlated with M. Then, at given X
(and even in the absence of any correlation between unobservables ¢ and
the male indicator variable M). both the negarive of the amount paid
above the minimum, --«. and the composite errorterm e* =¢ —a will be
r »gativelv correlated with M.

Thus, to the extent that there is unequal pay for equal work. OLS
regression that uses the administrative pay construct rather than actual
pay will wnderstate the extent of discrimination favoring men and
disfavoring women. Morcover, it appears unhikely that this would be
affected by “unequal access to better-paid work™ because of diserimina-
tionin initial assignment (i.c.. differential treatment of cqually qualified
men and women with respect to job assignment at hire). Such initial
assignment discrimination will mean that. relative to women with the
same qualifications “ ", men will receive higher pay () and will hold
jobs with higher ma<imum and minimum rates of pay (4). At leastto a
first approximation. raising both Y and A (for men relative to women at
given X) is unlikely to affect their difference (the measurement error ¢
=Y~-A). or. therefore. the correlation (if any) between the composite
errorterm ¢*=¢ —a and sex (M) at given X,

That is not necessarily the end of the story. however. If there is
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“unequal access to better work™ due to differential rates of promortion for
equally qualified men and women. then. on average and relative to men
with the same X. women arc trapped in lower-paid jobs and are *maxed
out”- -earning the highest rate paid for their low-level job, Conversely.
men will move rapidly to successively better-paid jobs, carning less than
the highest rate for the jobs they hold (.e.. receiving small “excess
payments” @) but occupying jobs with substantially higher salary min-
ima A and thus receiving substantially higher salary levels, Y.'! In this
casc. a (the amount paid above the minimum) will be negatively corre-
lated with M at given Xt and so at given X (and even in the absence of any
correlation between unu oservables ¢ and the male indicator variabie M),
both the negarive of the amount paid above the minimum, —a, and the
composite error term ¢* =e¢—a will be positively correlated with M.
Thus. to the extent that differential treatment of cqually qualified men
and women with respect to promotion causes unequal access to better-
paid work. OLS regression that uses the administrative pay construct
rather than actual pay will oversiare the extent of discrimination favor-
ing men and disfavoring women.

Similar conclusions apply when A is the salary maximum. In this
case. « is the amount by which one’s actual pay (}) fulls short of the

aximum for onc’s job, and so will be either negative or zero. To the
extent that women suffer frony unequal pav for equal work. men will be
closer to (and more likely to be at) the salary muximum than women
with the same X. It so. a will be larger in absolut:  alue ("more
negative™) for women than for men with the same Xt M will be positively
correlated with a. and negatively correlated with both -« and the
composite error term at given values of X, Hence. to the extent that
women suffer {rom unequal pay for equal work, OLS regression that
uses the salary maximum for employees™ job classifications rather than
their actual pay will understate the extent of diserimination favoring
men and disfavoring women. (Again, unequal access due to discrimina-
tion in initial assignment appears unlikely to change this conclusion.}

On the other hand. to the extent that women suffer from uncqual
access to better-paid work due to differential promotion rates, they will
"max out” more often than men with the same X: e M will be
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negatively correlated with ¢ and positively correlated with both -« and
the composite error term at given values of X. Hence, to the extent that
wemen suffer unequal access via promotion, use of the salary maximum
for employees’ job classifications rather than actual pay in OLS regres-
ston generates an errors-in-variables bias that overstates the extent of
discrimination favoring men and disfavoring women, 12

In sum. use of an administrative pay construct can induce two differ-
ent errors-in-variables biases, of opposite signs, in the estimate of
discrimination. A priori statements about which of the two biases will in
tact be stronger. and thus about the net bias, are inevitably speculative.
However, to the extent that comparable worth advocates are correct in
arguing that concentration of women in low-paid occupations is a
serious problem. and to the extent that this can be regarded as unequal
access to better paid work due to differential promotion rates. overstate-
ment of the female salary disadvantage in comparable worth analyses of
the pay gap is likely to be a serious problem.

Use of job characieristies. A second major difference between con-
ventional economic and comparable worth studies of pay is that.
whereas the former control for actual differences in characteristics
(¢.g.. wducation or years of work experience) of individual waorkers.
comparable worth studies control for differences in characteristics of

Jobs. As noted carlier. in some cases a jobs characteristics are summa-

rized by a set of variables denoting its skill requirements. complexity.
ete.. whereas in others. there s a single composite variable. the joby
“evaluation point score” (v.g.. Hay or Willis job evaluation points).
which effectively collapses a set of characteristics pertaining to the
job—skill. effort. responsibility und working conditions — into a single
number.

On first consideration. this difference between the two kinds of pay
studies might appear relatively minor. Could it not be argued that both
kinds of studies control for skill - conventional economic analyses. by
including measures of individual workers’ education. years of work
experience. cte.. and comparable worth analyses. by including mea-
sures (either explicily and separately. or else as part of composite point
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score) of the skills required for the jobs the wokers are doing? However,
the two kinds of studies do not. in fact, treat skalls in a similar way. The
skill variable(s) used in comparable worth analyses effectively imputes
exactly the same amount of “skill” to all workers in a given job. In
contrast, since they use variables that measure skills of individual
workers, conventional economic analyses do not suppress the variation
in svills typically obscerved even among workers who are doing the same
job. The two kinds of analyses. conventional economic and comparable
worth. would be equivalent in this respect only if all workers in each job
had the same amount of skill (c.g.. education. manual dexterity).

To the extent that comparable worth analyses impute minimum skill
levels to all workers and ignore variation in skills, they may induce
additional errors-in-variables biases that arise from two distinct phe-
nomena: unequal access to better-paid work: and sex-related “supply-
side™ difterences in actual worker characteristics. To see this. think of X
as the actual skill level of the worker: let X* denote the mininum skill
level required for one’s job; and consider the effect of using X* rather
than actual skill level X when estimating the model (3.1) by OLS while
following conventional ¢conomic methodology in all orher respects.
(Thus. as in the previous case. one aspeet of cormparable worth analyses
is considered in isolation from the others: see note 10.) The relation
hetween X and X* may be written as

X =X*+x, 3.

where v, ( =0y is iy "excess” skilll i.e.. the amount of skill he or she has
in excess of the minimum level X * required for his or her job. Since X, *
is used in place of X, in comparable worth analyses of the pay gap.
substitute (3.4) into (3. 1) and rearrange terms to obtain

Y =bX ¥4 dM +e7. where e *=¢ +hy,. (3.5

Note that the composite error term. ¢*. now consists of unobservables
(e) and of "exceoss” skills. bx.

To assess possible bias in OLS estimates of (3.5). first consider the
implications of unequad access to better-paid work, “Unequal access”
due to ditferences in either initial assignment or rates of promotion
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typically means that women are less likely to be in better-paid jobs than
arc men with the same actal skill, X, More or less equivalently, it
means that, on average, women must have more skill in excess of the
minimum (greater x) than men with the same minimum skill level (the
same X*). M will therefore be negatively related both to 1 and to the
composite error term., ¢* =¢+ba: and so unequal access will induce a
negative bias inthe estimate of 4. i.¢.. will resultin an understatement of
the male salary advantage (female salary disadvantage).

An alternate route to the same conclusion starts with the observation
that most comparable worth analyses use one or more variables denot-
ing job evaluation points of workers’ jobs, P, rather than measures of
(minimum or actual) skill levels (X* or X) as such. To the extent that P
amounts to an index of the “level™ of workers® jobs (with, ¢.g.. higher
values of P denoting higher-paid jobs). analvses of this kind amount to
analyses that estimate only the extent of unequal pay for equal work: that
is, they estimate the ditference in pay between men and women who are
in jobs with essentially the same (overall average) pay. If so. analyses of
this kind necessarily understate the overall male salary advantage
(female salary disadvantage), which includes not only an unequal pay
for equal work component but also a component attributable to unequal
access to better paid work.

On the other hand. supplv-side differences in worker characteristics
(job qualifications and job preferences) may generate sex differences in
actual “skills™ (or, more generally, job skills and/or job preferences). X.
In particular. to the extent that men’s actual skill levels generally exceed
those of women. men will possess “excess™ skills to a grearer extent
(their x will be larger, on average) than will women. both overall and
within given job categories. To the extent that this is so, M will be
positively related both to & and to the composite error term, and so
neglecting the greater actual skill levels of the male workers will induce
a positive bias in the estimate of d—i.c.. will overstate the male salary
advantage (female salary disadvantage).

To see why, consider the simple example illustrated in figure 3.1. A
sex-blind company has two jobs. A and B. Minimuem skill requirements,
X*. and pay. Y. are higher in A than in B. All employees have at least

o
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Xp*. the minimum skill level required for B (otherwise. they would not
have been hired): let Xp* be normalized to zero without loss of gener-
ality. Let X ¥ be the minimum amount of skill necessary (and suflicient)
for an employce to be assigi.2d to the high-wage job, A. Next. suppose
that the skill distributions of the men and women at this company have
the same variance but that, because of supply-side factors noted pre-
viously, the mean of the skill distribution for men exceeds that for
women. Then, as shown in figure 3.1, the mean skill level and pay of
men will exceed that of women within bori the low-skill job (B) and the
high-skill job (43,13 Thus. x will be positively correlated with M at given
levels of X* and so the OLS estimate of d will be upward-biased. giving
the appearance of a male salary advantage when none in fact exists. In
such cases, comparable worth analyses such as (3.5) effectively ignore
both (i) the extent to which, because of supply-side reasons, men's actual
skill levels exceed those of women and (ii) the fact that these differences
in actual skill levels explain some of the pay gap. Thus, such analyses
may overstate the extent of the gap that is due to labor market
discrimination,

In sum., using minimum instead of actual skill levels can induce two
different errors-in-variables biases, of opposite signs. in comparable
worth analyses of discrimination. A priori statements about the net
direction of the two biases are incvitably speculative. To the extent that
supply-side differences in skill fevels are an important source of the
overall pay gap. however, upward bias in the male salary advantage
(overstatement of the female salary disadvantage) induced by the use of
minimum skill level measures in comparable worth analvses of the pay
gap is likely to be a serious problem.

Use of job as the wnit of unalvsis. A third major difference between
conventional ecconomic dand comparable worth studies of pay is that,
whereas the former take the individual worker as the unit of analysis, in
the latter the job is the unit of analysis. On first consideration, this
difference might also appear of relatively minor importance: could one
not argue that the job-level regressions used in comparable worth
analyses arc simply the agaregated or grouped-data equivalents of the
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Figure 3.1  Mean SKill Levels by Sex and Job
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individual-level regressions used in conventional economic analyses?'
Although grouped-data regression 1s less desirable in some respects
than individual-fevel regression. standard econometric results (see.
¢.g.. Kmenta 1971, esp. pp. 322-336. or other econometrics textbooks)
dosuggest that grouping or aggregating does not generate statistical bias
under conventional econometric assumptions. Thus. it could be argued.
so long as the primary concern is avoiding statistical bias in estimates of
discrimination. it makes relatively littie difference whether one uses
individual-level regression, as in conventional economic analyses, or
grouped-data (job-level) regression. as in comparable worth analyses.

The problem with this argument is that standard econometric as-
sumptions on grouped-data estimators do not necessarily hold when
Jjobs define the groups to be considered. In particular. the usual conclu-
sions about the unbiasedness of grouped-data estimators apply only if
the variable determining the grouping is independent of the individual-
level error term. Here that is unlikely to hold: the individual-level error
term=—the ¢ of (3.1)—refers to unobservables that affect pay. given
observed characteristics: and the variable determining the grouping is
the job. Are unobservables that affect one’s pay (e.g.. motivation)
independent of the job one holds. given observed characteristics? If not.
application of conventional grouped-data techniques to jun-level regres-
sions. as in comparable worth analyses. is inappropriate.

In particular, under plausible conditions, tuking the job rather than the
individual worker as the unit of analysis, as in most comparable worth
analyses of the pay gap. is likely to oversrare the magnitude of the
adjusted male/female pay gap. In intuitive terms, using the job as the
unit of analysis induces a form of selection bias in OLS estimates of the
relation between pay and (average) skill level. Even in a sex-blind
environment, this bias undersiates the extent to which differences in
(average) pay among jobs are attributable to differences in (average)
skill fevels among jobs. To the extent that men have higher skill levels
than women, they will be concentrated in high-paying jobs (for  »sons
that have nothing to do with discrimination by the employer). s
understatement of the importance of skill differences will ..
overstatement of the importance of the proportion male in gencia,
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pay differences among jobs, even at given (average) skill levels. Thus.
even when the employers pay practices are sex-neutral, comparable
worth analyses will imply that males enjoy a salary advantage at given
skill levels —a spurious effect due entirely to selection bias induced by
taking job as the unit of analysis.

To sce the essential ideas underlying this notion, ' nu.e that, by (3.1).
a regression that uses within-job means (as in a comparable worth
analysis) is concerned with estimating

}.)/:bx:_’h"/‘ .f:'l‘z“'"‘[ (3.1

where Y,. X, and ¢; are the mean values of the variables ¥, X and ¢,
respectively, for those individuals ¢ who are actually in job j; and where
there are J total jobs. (3.1") is an explicit model of (average) pay within
jobs: at least implicitly. there is also a process of some kind that
determines selection into the different jobs. Let u; denote unobserved
characteristics (e.g.. "motivation™) that affect individual /% probability
of being selected into job j. If these unobserved “selection™ charac-
teristics w;, are uncorrelared with unobserved characteristics that affect
individual /s pay. ¢;. then ¢;--the average value of e, among those
individuals actually in an}‘joi}' J—willbe zero (in expected value). In this
case, conventional grouped-data methods raise no problems of bias.

However, what if the w,, are positively correlated with the e, —that is.
what if unobservable factors that affect selection into any job j are
positively related to unobservables that affect puv? If so, then, on
average, individuals who are in high-paying jobs will enjoy high pay not
only because they have high X. but also because they have a high «, for
the job they hold and thus (because of the positive correlation between ¢
and «)) a high ¢. In other words. on average, jobs that score high (or low)
in terms of X will also do so in terms of e. In this case. (3.1") will suffer
from an omitted variables problem: the nature of the job selection
process induces a positive correlation between average within-job mea-
sured skill X, and the within-job error term ¢,. Note also that if, for any
reason fc.g.. supply factors). men have more measured skill X than
women., on average. then ¢, in (3.1") will also be positively correlated
with M,, the “malceness™ of jobs,
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The consequences for comparable worth pay analyses are now appar-
ent. Consider the prototype comparable worth regression equation:;
Y=bX +dM,+q,. j=A.B {3.6)

where ¢ is an error term. If men have a higher average skill fevel than
women. then. for entirely nondiscriminatory reasons, (1) men will be
overrepresented in the high-X job and underrepresented in the low-X

job: (2) the ¢, of (3. 1) will be positively correlated with the "maleness™

of jobs: (3) the expression dM, +¢; in (3.6) is theretore essentially the
equivalent of the ¢, of (3.1 and so (4) the estimate of d. the coeflicient
on M, in (3.6). will be positive.

A 'positivc estimate of d in the "job aggregate™ regression (3.0). in
these circumstances, is simply a statistical artifact. It would. however,
normally be treated as  vidence of discrimination favoring men. Thus,
aggregating by job, as in comparable worth analyses. can produce the

.

appearance of discrimination favoring men even at a sex-blind
employer.

In sum. because of the three features noted above - use of an adminis-
trative pay construct, use of minimum rather than actual skill levels and
use of jobs rather than individuals as the unit of analysis —estimates of
sex differences in pay obtained in comparable worth analyses are likely
to differ from those obtained in conventional economic analyses ol pay.
It should be noted at once that these results on the potential for bias(es)
in comparable worth analyses are not necessarily conclusive. The
preceding discussion has considered each of the three major features of
comparable worth analyses in1solation from the other two, but of course
in actual comparable worth analyses all three features appear simul-
tancously and may interact with cach other. Determining the ner effect
on the statistical results of using all three features together is therefore a
much more comphicated question o which the preceding discussion
provides only tentative answers.

Despite this caveat, however, it seems clear that there is no basis for
the notton that estimates vielded by compurable worth analyses are
likely to be the same as. or even similar to, those derived vuing conven-
tional economic méthodology. Depending on the relative importance of
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unequal pay for equal work. unequal access to better work (via both
initial assignment and promotions) and male/female differences in skills
and job preferences, comparable worth analyses may produce upward-
or downward-biased measures of the adjusted male/female pay gap.
relative to what conventional economic analyses would suggest. In
particular, to the extent that job evaluation points simply index workers'
actual jobs, comparable worth analyses will measure only the extent of
unequal pay for equal work (i.e.. work in the same job). and will
therefore understate the adjusted pay gap relative to conventional analy-
ses (which reflect not only unequal pay for equal work but alsc unequal
access to better work). On the other hand. comparable worth analyses
are likely to overstate the adjusted pay gap relative to conventional
economic analyses to the extent that male/female skill or job preference
differences and/or unequal access to better work via unequal promotion
rates are especially important.

Comparable worth analyses and “systematic underpayment
of wor..en’s jobs”

To some proponents, comparable worth analyses have essentially the
same purpose and ask essentially the same questions as conventional
economic analyses. However, to other proponents. the focus of com-
parable worth analyses on jobs rather than on individuals reflects an
outlook on the labor market generally and on discrimination in particu-
lar that is fundamentally different from the one underlying the conven-
tional economic approach, providing a “new doctrine of sex discrimina-
tton” (England and Norris 1985).

Based on what might be called “institutional analysis.” this alternative
view emphasizes “the importance of institutional features and their
relative inflexibility in determining wages and other conditions of em-
ployment.” and asserts that this emphasis “offers a more fruitful per-
spective from which to understand the existence and the persistence of
wage differentials between men and women™ than does conventional
economic analysis (Treiman and Hartmann. eds. 1981, p. 45). Jobs and
related concepts (e.g.. job families. job ladders. salary ranges for jobs.
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the distinction between entry-level jobs and jobs filled internally by
transfer or promotion, internal labor markets, segmented labor mar-
kets) are heavily stressed —indeed, reified. In this view, individuals are
of less interest than jobs for analytical (though certainly not normative)
purposes, since all that individuals can do is to try to fit into the job
structure as best they can: “Workers do not operate as individuals in the
labor market. but rather as members of groups defined by their rela-
tionship to labor market structures, and labor market structures effec-
tively limit the choices open to them™ (Treiman and Hartmann, eds.
1981, p. 52).

A general difliculty with this view is that it does not always distinguish
satisfactorily between cases in which jobs and related concepts play an
independent role i labor market outcomes. and cases in which such
concepts are merely the surface manifestations of underlying processes
whose outcomes are actually determined by individual worker charac-
teristics and actions.'® As regards specific issues related to sex differ-
ences in pay. there are further difficulties. Do labor market structures
generate such pay differences independently of other phenomena, high-
lighted by conventional economic analysis? If so. how? In particular.
apart from unequal pay for equal work and unequal access to better
work. which the conventional economic view aiso identifics as mecha-
nisms for discrimination, are there other mechanisms, resulting from
labor market structures raifter than from causes identified by the con-
ventional cconomic approuch, that may give rise to such pay differ-
cnces? The institutional literature has generally not provided clear
answers to such questions.

In the present context, the best examp'~ Hf these difficulties has to do
with one of the stylized facts noted in chapter 2: even with "other things”
(e.g.. education and years of prior work experience) held constant,
workers of either sex in predominantly female jobs earn less. on aver-
age. than workers of either sex in predominantly male jobs. As shown in
section 2.2, this stylized fact (and others) can readily be explained in
terms of a simple conventional economic model of a two-job labor
market with discrimination (in particular, exclusion from. or more
generally unequal access to. the high-wage job H of figures 2.1-2). In

87



Comparable Worth: Empirical Issues 77

contrast, atter citing sex-related differences in job choices and exclusion
of women from high-paying jobs as possible explanations, two promi-
nent institutionalists ofter a third and presumably distinet explanation
“for the Jower pay rates of jobs held mainly by women™: *women’s work
is underpaid because wonien do it--that is. that the same work would be
paid more if it were done by men™ (Treiman and Hartmann, eds. 1981,
p. 56). But this is less an "explanation™ than a tautology; morcover, the
subsequent discussion of how firms manage “to implement an explicit
decision to pay women or minority workers less than men or whites™ (p.
57) turns out to rest heavily on exclusion, i.e., unequal access to better
work (pp. 58, 62-63). The unanswered questions remain: What mecha-
nisms —in particular, what instinwtional tactors ~aother than exclusion
make it possible tor employers to engage in “systematic underpayment
of jobs held mainly by women™ (p. 657 Will such systematic underpay-
ment be overlooked or understated by conventional economic analyses,
and yet be accurately measured by comparable worth analyses?

The answers to these questions are somewhat surprising. Systematic
underpayment of predominantly female jobs relative to predominantly
male jobs need not require exotic job structures (as in the institutionalist
view) or exclusion (as in the conventional economic view). Although
such systematic underpayment will be entirely overlookea by conven-
tional cconomic analyses of pay. comparable worth analyses of pay a e
quite unlikely to measure it accurately. The way to avoid mis.acasure-
ment of such systematic underpayment is to unalyze not compensation,
but rather vacancies and shortages.

Two examples help illuminate the basic ideas. First, consider how
comparable worth and conventional economic analyses would be used
to determine whether a university discriminates against female faculty
relative to male faculty. The conventional economic approach would
entail regressing individual faculty members” pay on an indicator
variable denoting sex and on variables measuring personal charac-
teristics — highest degree, years since highest degree. age. field of aca-
demic specialization (social work, sociology. statistics, cte.). vears of
university service. prior work experience, ete. The unit of analysis
would be the individual faculty member. The question to be investigated
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would be whether men are paid more than women. other things (per-
sonal characteristics related to qualifications and preferences) being
equal.

In contrast. a comparable worth analysis would take “job™ as the unit
of analysis, and would start with an evaluation of the worth of cach job.
In 2 university setting, “job™ might mean academic department. or
possibly cells constructed by academic rank and department: that is,
sociology faculty would be treated as doing one job and statistics faculty
another: alternatively. associate professors in sociology would be
treated as be/ng inone job and associate professors in statistics would be
treated as being in apother. Presumably, all faculty jobs (or. more
narrowly, all faculty jobs at the same academic rank). regardless of
academic department, would be assessed as requiring the same skill,
effort. responsibility and working conditions: in other words, jobs
(perhaps at the sam2 academic rank) in social work, statistics, etc..
would be assessed as “comparable.™”

Taking jobs (either departments, or department-rank cells) as the unit
of analysis. one would then regress an administrative pay figure (c.g..
the maximum or midpoint of a pay range) or a summary statistic for pay
(e.g.. mean pay) on the proportion female in each job. Since all jobs
(e.g.. departments) would be assessed as comparable. it would be
unnecessary to include any measure of job evaluation points, since these
would be the same for all departments.'® Moreover, it would be inap-
propriate to nclude any indicators denoting the academic field (statis-
tics. sociology. ete.) of cach job. for that would amount to treating
interficld pay differences as “legitimate™ despite the job evaluation’
conclusion that all fields are comparable.'?

Predicting the likely results of such a comparable worth evaluation of
faculty pay is straightforward. Pay of faculty in predominantly male
disciplines such as econoniics or engineering usuall’ exceeds that of
faculty . predominantly female (or less heavily male) disciplines such
as humanities or nursing. Thus, one would almost certainly obtain a
negative relation between pay and “proportion femuale.” even with fac-
ulty rank held constant (as @ means of allowing for differences across
ranks in skill, effort and responsibility),
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Clearly, then. an analysis of this kind is different from a conventional
economic analvsis of discrimination, and is likely to lead to different
conclusions. In particular. if women and men with the same personal
characteristics (degrees, years of service, fields of academic specializa-
tion. etc.) enjoy the same access to better-paid academic ranks (pro-
fessor, associate professor, ete.) and receive the same pay in the same
academic rank, conventional economic analysis would find no differ-
ence in pay by sex. In contrast, even if similar individuals enjoy both
equal pay in the same rank and equal access to better-paid runks, a
comparable worth evaluation would obtain a negative relation between
average pay and “proportion female™ in different jobs (e.g.. departments
or rank-department cells). This would be due entirely to the fact that,
relative to men, wowmen who are otherwise similar (in terms of degrees,
years of service, ctc.) are more likely to be in relatively low-paid
academic specialties (e.g.. humanities or nursing as opposed to eco-
nomics or engineering). But would it be correct to infer from this that
the university being studied discriminates against women?

In terms of conventional economic analyses, such an inference would
be warranted only if, relativ to male faculty with the same training., the
university locked female faculty out of high-paid specialties and kept
them instead in lower-paid disciplines. Since the notion of “training”
encompasses field of academic specialization, that seems very unlikely.
It would seem most implausible that anyone with training in engineer-
ing, regardless of sex. would be “kept™ in any discipline other than
enginecring: and equally implausible that anyone. regardless of sex.
with training in the humanities would be able to gain access to a position
on the engineering faculty.® A relation between proportion male and
average pay among different disciplines would appear, rather, to be a
conseguence of supply-side differences beyond the university's cortrol,
wherennder —bhecause of differential socialization or other prelabor
market factors — women seek training in and enter low-paying fields toa
greater extent than otherwise wdentical men.?! To the extent that these
differences exist, a negative relation between proportion female and
average pay by discipline will arise even at an entirely sex-blind univer-

Jo
o
LY



80 The Economics of Comparable Worth

sity, but would be treated as evidence of discriminatory employment
practices in a comparable worth analysis.

None of this, however, addresses the question of “systematic under-
payment.” What if the university is not sex-blind, but rather has decided
systematically to underpay predominantly female disciplines (or over-
pay predominantly male disciplines)? Conventional economic analyses
of pay will effectively ignore this possibility. because they would typ-
ically include "academic discipline™ (e.g.. & set of discipline indicators)
among the X .n expressions such as (3. 1), The alternative —comparable
worth analysis of pay- requires the dubious assumption that, in the
absence of discrimiaation by the university, everyone, regardless of
discipline., would receive the same pay (on average and other things,
such as years of service. being equal). Thus, neither cor2ntional
cconomic nor comparable worth .nalysis of pay will provide a suitable
basis for estimating the extent of discrimination via such systematic
underpayment.

As a second example, suppose that an employer or a group of
emplovers decides to exercise monopsony power over (workers in) a
predominantly female job, ¢.g.. nurses or clerical workers.?? Conven-
tional cconomic analysis of pay at such a monopsonistic employer
would generally include (if possible) one or more indicators for type of
skill possessed. e.g.. training in nursing or prior experience in clerical
work. Thus, the employer’s systematic underpayment (via exercise of
monopsony power) of its nurses or clerical workers would be subsumed
into the cocthicient on the relevant skill indicator(s) and would not affect
the estimated sex difference in pay (the coefficient d in expressions such
as (3.1)) in any way. As in the previous example, although conventional
economic analysis of pay would clearly be unsatisfactory in a setting of
this kind, comparable worth analysis of pay here would be equally
unsatisfactory, for it would require the dubious assumption that a job
evaluation will accurately measure the wage differential botween nurses
(or clericalsy and other jobs that would prevail in the absence of
discrimination,

In sum. neither conventional cconomic nor comiparable worth analy-
ses of pav are adequate for assessing the question of systematic under-
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payment (or overpayment) of jobs based on the sex composition of the
persons who do them. Fortunately, however, this question ¢an be ad-
dressed by analyzing other employment practices using quite conven-
tional concepts, such as vacancies and waiting lists (Fischel and Lazear
1986a). Systematic underpayment of womens jobs-social work or
nursing — will inevitably lead to systematic shortages: chronic vacan-
cies, unfilled positions, etc. Systematic overpayment of men’ jobs-
engineers or tree-trimmers —will inevitably lead to systematic sur-
pluses: a chronic excess of applicants relative to available positions.
long waiting lists of qualified persons seeking a small number of vacant
Jjobs, etc.??

Development of a methodology for empirical analysis of the presence
(and, even more so, the magnitude) of systematic underp.yment (or
overpayment) of jobs according to sex composition is beyond the scope
of th's book. For present purposes. it is sufficient to note that although
conventional economic analyses of pay are not a satisfactory means for
addressing this question, neither are comparable worth analyses of pay.

3.4 Analying the Effects of Comparable Warth Wage Adjustments

Many discussions of comparable worth focus on conceptual issues of
the kind examined in chapter 2, e.g.. whether unceual pay for jobs of
comparable worth is necessarily discriminatory and whether it is appro-
priate to require equal pay for jobs of comparabie worth. To a lesser
extent, analysts have considered technical issues such as the ones dis-
cussed in this chapter, e.g. . the statistical merits and demerits of com-
parable worth analyses of pay. To many observers, however, the most
important issues regarding comparable worth have to do with its likely
effects on wages. employment and other labor mark:t outcomes. In this
view, the acid test is not whether the concept of comparable worth is
analytically sound or whether comparable worth pay analyses yield
statistically unbiased measures of discriminatory pay practices. Rather,
the crucial issue is an entirely pragmatic one: whether actual implemen-
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tation of comparable worth can raise the pay of women workers. reduce
the pay gap. ete.. without serivus adverse side effects.

Prior research

To date. analyzing the empirical consequences of actually adopting
comparable worth has been ditficult: comparable worth has not yet been
adopted on a widespread basis. Consequently. most assessments of the
effects of comparable worth have attempted to work out what would be
fikely to occur if wage adjustments were made along comparable worth
lines. Studies of this kind have focused on the effects on wages and onthe
male/female pay gap. In most cases,? the starting point is a comparable
worth wage regression, with jobs as the unit of analysis, that regresses
jebs' pay ¥, (c.g.. maximum or minimum pay rates) on one or more
variables denoting the jobs chaacteristies X, (e.g.. Haypoint or other
evaluation scores. measures of working « nditions. etc.) and a sex
composition variable M, (e.g.. the proportion male in the jobs, or
whether the jobs are préduminami}' male or female. cte.). Thus, such
analyses start with a relation such as (3.6).

The next step in these analyses is to use the estimate of . the
cocflicient on the sex composition variable M. to work out th. wage
effects of full implementation of a comparable worth standard. For
example. if M measures the proportion of incumbents in a job who are
male. so that M ranges between zero (for an all-female job) and one (for
an all-malc job). then the estimate of  in (3.6) is treated as an estimate
of the male salary advantage. Inorder to ensure that (average) pay inall-
female jobs equals that in all-male jobs of the same “worth” (that is. the
same value of X)), ane would have to raise pay for cach all-female job by
d. More generally, comparable worth would require raising pay fora job
S that is p percent female by 0.01p d.*% The total cost of these pay
increases can be then derived by multiplying the pay increase tor cach
job. 0.01p,d. times the number of incumbents in that job. N,. and then
summing over all jobe /.

Analyses of this kind are not without interest, but they are incvitably
limited. At best, they indicate the maximum potential effect of compara-
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ble worth on wages rather thun the actual consequences of a politically
and budgetarily feasible set of wage adjustments. Indeed. to the extent
that comparable worth pay adjustments are adopted through labor
management bargaining and/or the exercise of administrative discre-
tion, analyses of this kind do not necessarily indicate even the relative
magnitudes of the wage increases given to different jobs. (For example,
a given job might receive either more or less than the amount 0.01pd
required under a strict implementation of a comparable worth standard
depending on whether the union representing workers in that job was
strong or weak.) Also. such analyses usually do not consider the
potential effects of comparable worth wage increases on employment.

Analyses for this book: an overview

The alternative, adopted here, is to analyze the empirical effects of
adoption of comparable worth in actual settings rather than under
hypothetical assumptions. Chapters 4-6 present studies of: the State of
Minnesota. which passed legislation requiring equal pay for jobs of
comparable worth in state employment: San José, California. which
adjusted pay of municipal employees along comparable worth lines; and
Australia, which since the carly part of this century has had a national
wage arbitration system that has several comparable worth features.
These analyses of the effects of actual adoption of comparable worth (or
comparable worth-like criteria) do not provide information on the
maximum potential consequences of completely applying such a stan-
dard. They do. however. indicate the consequences of adopting com-
parable worth subject « constraints imposed by economic and political
realities. Morcover, the studies in chapters 4-6 explicitly consider
effects on employment. a subject that was generally ignored in most
prior work.

The questions to be examined can be stated very simply. Relative to
what would have prevailed in the absence of comparable worth. is a
labor market outcome of interest —wages, the sex gap in pay. employ-
ment. ete. —cither higher or lower as a result of the version of compara-
ble worth actually adopted? If so. by how much?
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The empirical analyses of these issues in chapters 4-6 proceed
sequentially. The first step is to analyze the independent effect of
adopting comparable worth on wages; the second, to estimate the cereriy
paribus relation between employment and wages. The final step uses the
results of the previous two steps to derive an estimate of the independent
effect of adopting comparable worth on employment. One interesting
feature of these analyses is that they use time-series data for periods both
betore and after adoption of comparable worth. In contrast. the studies
of the potential etfects of comparable worth described earlier have been
confined to analysis of single cross-section “snapshots™ as of a single
date.

As noted in section 3.3, the results of analyses of pay may be quite
sensitive to one’s choice of the unit of analysis: cither individuals or jobs.
In this connection, one important feature of the studies in chapters 4 and
5 is worth emphasizing at the outset. The basic data available for
analysis of San Josés comparable worth wage adjustments refer to jobs
rather than individuals: the necessary individual-level data do not exist
for the relevant period. Here, there is no way to avoid using jobs as the
unit of analysis. In contrast, the basic data available for analysis of
Minnesota'’s experience with comparable worth refer to individual state
cmployees. This makes it possible to perform both conventional eco-
nomic analyses (using the data in their original individual-level form)
and comparable worth analyses (by aggregating the individual-level
data up to the level of jobs). Accordingly. I discuss the Minnesota results
before the San José results: the information provided by the Minnesota
analyses on the consequences of using jobs rather than individuals as the
unit of analysis turns out to be very useful in assessir» the San José
analyses. in which. as just noted. jobs must be used as the unit of
analysis. (The data available for Australia are conventional macro-
economic time-series data, so I defer discussion of the framework used
in evaluating Australia’s experience with comparable worth to
chapter 6.)

Wage effects
The first step in the analyses in subsequent chapters 1s (o regress @

meastre of the wage of observation § at time 7, W,,, on a set of control
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variables pertinent to 7 at 7. X, . and a "comparable worth™ indicator €,
denoting the existence at 7 of a comparable worth policy with the
potential to affect iy wage:

W, =bX,+kC,4e,. i=1.2..  Nit=1.2.....7T. (3.7

The data are longitudinal. consisting of observations for cach of N
individual units as of cach of a total of Tdates. Depending on the nature
of the available data. the unit of analysis. “i.” is ¢ither an individual
worker (in some of the analyses for Minnesota) or a job (in other
analyses for Minnesota, and in all analyses for San José). How is the
comparable worth variable €, in (3.7) to be defined? As actually
adopted in the “test sites™ considered in this work. comparable worth was
not applied equally to all job. or people. Some jobs (and., thus. the
people in those jobs) were “targeted™ for comparable worth wage in-
creases. but others were not. This suggests at Ieast two ways to define
the comparable worth variable C,: as an indicator denoting either (1)
whether the observation i was itself “targeted™ and eligible for a com-
parable worth wage increase as of dme 7: or (2) that the comparable
worth policy was in foree as of time 1.

The distinction is not trivial: rather, it can have important econo-
metric implications. Under the first definition. C, will vary cross-
sectionally as well as over time. whereas under the second it will vary
only over time.?® The major objective here. of course. is to obtain
unbiased estimates of the “comparable worth cffect.” k. As the preced-
ing discussion suggests calbeit in rather different contexts). the estimate
of & will be biased if at given values of the X, the comparable worth
variable €, is correlated with the error term ¢,,. The interesting point
here is that since the data used to estimate (3.7) are longitudinal. i.e.. a
cross-section (of individuals or jobsy observed over time. correlation
between € and e, at given X, can arise ¢ither cross-sectionally or over
time. depending on how C, is detined.

Under the first definition, C,, equals one for an observation (i job, or
an individual working in a job) targeted for a coniparable worth wage
increase with the potential to affect wages as of time . Use of this

”
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definition raises two kinds of questions: sclection bias issues. and
conceptual issues.?’

The selection bias issue arises if targeting of comparable worth wage
increases is based in part on the ¢, of jobs (or of the persons in those
jobs). For example. if jobs (or jobs with workers) that have consistently
had low ¢, over time — “chronicaliy underpaid jobs™ - are “targeted” for
comparzble worth wage increases. then €, defined in this first sense will
be negatively correlated with ¢, (even given X)) for essentially cross-
sectional reasons: here the comparable worth wage increases go to jobs
(or workers) that have consistently had low or negative values of ¢, at all
dates 1. It so, the estimated effect of comparable worth will understate
the actual effect due to selection bias. This problem is similar to the one
that ariscs in analyses of wage effects of employment training programs
when program administrators go out of their way to select “disadvan-
taged” trainces, or persons with below-average carnings (i.e.. low or
negative unobserved components ¢) even when cbserved characteristics
(X} are taken into account. Various technigues to address the selection
bias problem are available (for a review, see Heckman and Robb 1985),
but they can be difficult to implement and may require assumptions
about the precise form of the relation between ¢, and (the first detinition
of) C,, that are to some extent arbitrary,

Use of the first definition of the eomparable worth variable C,, in (3.7)
also raises a conceptual issue. Even if an unbiased cstimate of & can be
derived. under the first definition of C, the magnitude of k indicates only
the amount of additional pay received by (persons in) targeted jobs
relative to (those in) nontargeted jobs. It will not necessarily indicate the
amount of additional pay received by either (persons in) targeted jobs or
(those in) nontargeted jobs relative 1o what would have been received in
the ubsence of adoption of comparable sworth **

This conceptual distinction is potentially important. Pay increases for
individual jobs or workers arc not normally made in a vacuum. Com-
parable worth wage increases do not necessarily amount to pure “add-
ons™ to the pay of (worxers in) targeted johs, and do not necessarily leave
pay of (workers in) nontargeted jobs unaffected (Evans and Nelson
1989, p. 96). Rather. comparable worth wage increases for some jobs
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may be financed, in whole or in part. by wage decreases (or smaller
wage increases) for others. (Evans and Nelson 1989, pp. 117-121.,
report taat in Minnesota. 60 percent of state employees expressed
concern that that state’s comparable worth wage adjustments might
mean that some salaries would be “frozen.™) Alternatively. comparable
worth wage increases for (workers in) some joos may be accompanied
by. or give rise to, wage increases for others. even if the latter wage
changes are not labelled “comparable worth increases™ as such.??
Given the potential statistical and (in particular) conceptual problems

~

assoctated with the first definition of €, the studics in this work use the
second definition: €, is a simple “before or after”™ indicator variable,
equal to unity it the observation pertains to a date on or after the date of a
comparable worth wage increase. and zero otherwise. As such. this
second version of €, varies over time but not cross-sectionally: for a
given job (or individual). it will equal zero for dates prior to the date of a
comparable worth wage increase and unity thereatter. but it will have the
same value (either zero or unity) for all obseryations as of the same date.
Hence, unlike the first definition. the second has hittle or no potential for
selection bias. The second definition also avoids the conceptual problem
to which the first definition may be subject. For example, when (3.7) is
estimated for predominantly male jobs using this second detinition of
C,,. the coeflicient on & will retlect the extent (if any) to which compara-
ble worth wage adjustments were accompanied by wage changes (in-
creases or decreases) for predominantly male jobs, even if such jobs
were not explicitly targeted for comparable worth wage increases and
were not supposed to “pay for” (or “share in”) such wage increases.
Of course. a potential tor biased estimates of comparable worth wage
effects arises under this second detinition, largely because of time-series
(as opposed ~o cross-sectional) reasons. The key problem is to specity
correctly the appropriate "counterfactual ™ i.¢.. to control for changes in
the outcome of intercst that would have happenced (even) in the absence
of comparaole worth. For example. suppose that adoption of compara-
ble worth in a given area coincides, purely by chance, with a major
contraction (or expan..ion) of the surrounding economy, decreases (or
increases) in the general wage level, ete. Then unless the X, appropri-
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ately reflect these changes in the economic environment. C,,. as defined
in the second sense, will be negatively (or positively) correlated with e,
and the comparable worth cffect. k. will be downward- (or upward-)
biased. Hence. the empirical hurdles here resemble those confronting
researchers studying the employment effects of minimum wage in-
creases or the wage effects of afirmative action. For example. since
employment grows over time along with (and despite?) increases in the
minimum wage, simple before-und-after comparisons may yield the
erroneous conclusion that increases in the minimum “caused™ increases
in employment.3°

For this reason, the control variables X used in estimation of (3.7)
include measures not only of characteristics of the unit of analysis as of
the relevant date (e.g.. years of state government employment, in the
Minnesota analyses of individual workers) but also of the general
economic environment prevailing as of that date. Specifically. the “en-
vironmental variables™ consist of measures of prices. private-sector
employment and private-sector average earnings as of the same date®!
and time trend terms, thereby abstracting from fluctuations in general
cconomic conditions and sccular trends.

A final anJ more subtle set of issues concerns the technique to be used
to estimate (3.7). The data arc longitudinal. so that each of the N units of
observation (jobs or individuals) appears in the analysis a total of T
times. In principle. pooled OLS regression can yield consistent esti-
rnates of all of the parameters of the model. To the extent that the error
term ¢, tends to be the same for a given individual unit (person or job)
over time, however, the properties of simple pooled OLS estimators will
suffer. Rather than rely on pooled OLS, 1 therefore use fixed-effects
estimation. This is equivalent to specifying the error term ¢;, as consist-
ing of an individual- (person- or job-) specific time-invariant component
e, and a purely random component v,, that varies both across individuals
and over time, i.c.. .

e, =e¢+v, {3.8)

Fixed-effects tegression is cquivalent to OLS regression on all NT
observations using (3.7) with a dummy variable added for cach cross-
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section unit 7: that is, by (3.7)-(3.8). the ¢, in (3.8) is equivalent to the
coeflicient @, on the dummy variable D, in

W, =bX,+kC +[D+y, (3.9)

where {7 is a vector of dummy variables. with the ith equalling unity if
the observation refers to the ith job (or individual) and zero otherwise,
and f is the vector of coeflicients on the D. The coefficient £ on the
dummy variable D, for observation (person or job) i is that observation’s
“fixed effect.” Since time-invariant factors for a given observation are
collincar with the dummy variable for that observation (and since their
combined effect on the dependent variable plus that of any time-
invariant unobserved variables is captured by f). all time-invariant
regressors in X are dropped from the fixed-effects regression itself; only
time-varying regressors remain.

The problem of bias may be less severe in fixed-effects regression
than in pooled OLS regression: bias induced by correlation between the
error term ¢, and observables X, that is caused by fixed effects ¢, has, of
course. been removed because the ¢, itself has effectively been removed.
In particular, some of chapter 5’ analyses of San Josés experience with
comparable worth use data on jobs to estimate (3.7) by fixed effects
using the first (targeted job) definition of the comparable worth indicaior
C,. To the extent that jobs are targeted for comparable worth wage
increases because they are “chronically underpaid,”™ it seems reasonable
to treat the fixed efrect ¢, in (3.8) as a determinant of “being targeted.”
Then, although fixed-effects estimation, i.c.. estimating (3.9). does not
avoid the conceptual issues raised by use of the first definition of Z,,, it
may at least avoid the bias that wou'd arise if (3.7) were estimated by
Ol S.

Wages and employment

The second step in tne analyses performed here is to estimate the
relation between wages and employment using a regression model of the
form

ISR
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log N,=bX, +g log W, t+u, (3.10)

in which the unit of analysis (/) is the job; Nis employment, X is a set of
control variables, W is a measure of the wage rate in the job, and «
denotes unobservables. As in the wage arnalyses, the data used here are
longitudinal, referring to each of J jobs observed at each of 7 dates.

This is. of course. a rudimentary labor demand function. As an
example of the kind of underlying process that generates such a func-
tion, consider a two-level CES-style cost function in which sets of
different jobs make up composites or groups, g

C.‘,: Y{.\{E&JL a w Hg)}wﬁx!}in 3.1

iegtts

where C=cost, Y=output, W,=wage rate paid for job i, 7 subscripts
denote time, and s, v, the #(g) and the «; arc parameters. Then, by
Shephard’s Lemma, a cost-minimizing e¢mployer’s employment N, of
workers in a job i that belongs to a group j is given by

log N,=log Z,+[r(h-1] log W,. igj 3.12)
where Zin (3.12) is given by
? Cl—-s}"—\(} -\)‘[&'&C}a& ’ !(!)](r. !‘(([})fr'(ljiaf‘ IE}. (3‘13)

On the (somewhat heroic) assumption that log Zin (3.12), as defined in
(3.13). can be approximated by a smooth function of time and ex-
ogenous variables, (3.10) is equivalent to (3.12).

Several comments about estimation and interpretation of (3.10),
particularly in light of (3.12), are appropriate at this point. First, since
the right hand side of (3.10) does not include an explicit measire of
output or total cost. it might appear that the coeflicient on W is an
ordinary wagz-elasticity, incorporating both the substitution and cutpw
(or “scale”) effect of wage changes. As (3.12)-(3.13) indicate, however,
the X veceor in (3.10) may be regarded as a proxy for output ¥ (and the
other factors included within Z, ¢.g.. costs €. Hence the coeflicient on
the wage variable in (3. 10) should be interpreted as an output-constant
wage elasticity that doe. not incorporate output (or “scale™) effects.
Second, note that the coefficient on fog W, in(3.12), r(j) — 1. is the same
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for all jobs i belonging to the same group /. In the analyses of chapters 4
and 5, Thave put jobs into three groups. according to the sex composi-
tion of their employment: predominantly female jobs are in one group,
predominantly male jobs are in a second group, and all other jobs are in
the third group. Finally, in keeping with the interpretation of (3. 10) as a
labor demand tunction, the samples used to estimate (3.10) are limited
to jobs with positive employment (V) over the entire period of analysis:
jobs with zero employment at some date are inframarginal (at least at
that date) and so observations for that date are not on the relevant
demand function.

Therc are two obvious potential bias problems connected with estima-
tion of (3.10). The first is that, in a hicrarchical organization, high-paid
jobs (e.g.. senior clerk, police chief) usually have relatively few incum-
bents at any given date. whereas low-paid jobs (e.g.. file clerk. police
officer) usually have relatively many. Thus 2 negative coefficient on Win
(3.10) may indicate only that employment is indeed hierarchical, rather
than that wage increases reduce employment in a given job. I address
this problem by estimating (3.10) using fixed-effects regression: to the
extent ihat a job's position in the employment hierarchy is fixed. this
provides & means of abstracting from the hierarchy-induced negative
relation as of any given date between jobs' pay rates and their employ-
ment levels. ¥

The second problem is that, as noted above. I exclude jobs with zero
employment at any point during the period of analysis. It is possible that
this generates a form of selection bias. To the extent that a job’s having
zero employment at some point is a consequence of attributes that are
essentially fixed. however, fixed-effects regression provides a means of
obtaining consistent estimates of the parameters of (3.10). The alter-
native. including jobs even when they are not on the demand curve,
seems much less appealing.

Employment effects

The final step in the analysis is to use estimates of the comparable
worth eflect on wages. derived from (3.7). and of the relation between
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wages and employment, derived from (3.10). to work out the effect of
comparable worth on employment. Since the analyses use log-log
specifications., the wage effect in (3.7) is expressed as a percentage and
the effect of wages on employment in (3. 10) is expressed as an elasticity.
Thus. the effect of the comparable worth wage adjustments may be
derived by multiplying the wage effect times the employment elasticity.

As indicated in subscquent chapters, these employment effects are
usually negative. It should therefore be emphasized at the outset that
these are ceteris paribus effects that abstract from the effects of other
factors. That is. to say that the employn.ent effect of comparable worth
was negative is #of to say that adoption of comparable worth actually
reduced employment relative to the level that prevailed prior to adop-
tion. Rather. it means that. inthe absence of comparable worth, employ-
ment would have been higher than it actually was or, more or less
cquivalently, that adoption of comparable worth reduced growrh in
employment. Indeed. as documented in the following chapters. adop-
tion of comparable worth in the “test sites™ considered here did not cause
anyone to lose his or her job.** Rather, the employment effects were
more subtle: the wage increases resulting from adoption were large
enough to reduce employment growrh, but were not so large as to cause
complete stagnation of employment. much less actual declines. Thus.
the evidence in the following chapters suggests that. in general. the real
losers from the comparable worth wage adjustments were persons who
were seeking jobs but were unable to get them (rather than people who
already had jobs but lost them) because of adoption of comparable
worth.

Appendix to Chapter 3:
Selection Bias Induced by Use of Grouped-Data Regression
To see the potential selection bias problem that may be induced by use
of grouped-data regression methods. consider the following simple
example of a sex-neutral company employing workers in only two jobs,
A and B. Pay of individual i depends on his or her observed charac-
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teristics, X, and on unobserved characteristics. ¢, but does nor depend
on sex, M. Thus, interms of (3. 1),  =0; equivalently, pay is now given
by

Y, =hX +e, (A3 D
Next. suppose the job actually held by / depends on the index function
I=hX +u, (A3.2)

where u, denotes unobserved characteristics of i that affect whether he or
she is in job A or B, and where individuals for whom [ is positive
(nonpostitive) are selected to hold job A (8).* Thus. by (A3.2),

u,>--(hX) < individual / is in job 4 (A3.3.D)
w, < -(hX) « ndividual i is in job B (A3.3.D)

By (A3.1)-(A3.2). the mean of Y given 1 is
ECYID =EbBX+elhX 4 u)=Eavh (A3.4)

where w=hX+¢ and v=hX+u. To simplity, suppose that the X of
(A3.1)-(A3.2)is a single variable. normally distributed, with mean p,
and variance o’. and independent of both ¢ and «: and that ¢ and « are
jointly normally distributed mean-zero random variables with finite
vartances a7 and 0,2, respectively, and covariance ¢,,,. Then wand vare
also jointly normally distributed random variables with finite variances
g, and o,°, respectively, and covariance o, .

Now consider estimating (A3.1) by OLS using data aggregated by
job. as in comparable worth analyses (instead of data for individual
workers, s in conventional economic analyses), while following con-
ventional economic methodology in all otier respects. (Thus, as in the
previous two cases., oie aspect of comparable worth analyses is consid-
ered in isolation from the others: see note 10 in the text.) Equations
(A3.1)-(A3.4) and familiar results on selection bias (¢.g., Heckman
1979) yield the following expressions for « erage pay, skill level, ete.,
within the high-paid job A:

ete

Y, =EYI>0 =bu,+]o, /o ]L, (A3.5.1)

LAY
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¢, =EelI>0)=]a,, /o)L, (Al5.D)
X, =EXU>0=p,+lo /o)L, (A3.5.3)
Y, =bX, +e, (A3.5.9

where L =f(—huyo 1 = F(—-hu/o)]. fis the standard normal
probability density function and F is the standard normal cumulative
density function. Note that L, is positive-valued and monotonically
increasing in its argument (Heckman 1979). Similarly, equations (A3.1)
-(A3.4) and conventional selection bias analysis yield the following
expressions for average pay. skill level, ete.. within the low-paid job B:

)‘";;:E( YI[S()) -_':h}u'\, + lgn'\’/arlz‘ﬁ (A36' ! )
ep=Eell<0 =0, /o)L, (A3.6.2)
Xp=EX{I=0) =py+loy/o, )L, (A3.6.2)
)'H:[}‘Xf[{+<23 (A3‘6~4)

where Ly= —f(—hp/o )/ F(—hu/a). note that L, is negative-valued
and decreasing in its argument.

If ¢ and w are uncorrelated, then o, =0 and the error term ¢, j= A or
B, has zero expectation. In this case. regression of Y on X, where both
variables are job averages, as in a comparable worth regression, should
yield (1) an unbiased estimate of b and (2) a zero (in statistical terms)
coeflicient for M,, the proportion male in job j. unless men are in fact
paid mors than women with the same X. Here, that 1s, aggregating over
jobs does not induce a selection bias in estimates of the male salary
advantage.

On the other hand. if w and ¢ are positively correlated —if unobserved
factors (e.g.. "motivation™) that enhance one’s chances of gerting a high-
paid job. «. are positively correlated with unobserved factors that raise
pay. ¢ —then aggregating over jobs induces a selection bias that creates
the appearance of a male salary advantage even if none exists.

To see this, consider equations (A3.5)-(A3.6). In the “truc™ salary
relation. (A3.1). pay Y depends (only) on skill X and unobserved
characteristics ¢, where average ¢ is assumed to be zero at all levels of
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skill, In the high-paid job A. the average skill level is X ;. However, by
(A3.5.2) and (A3.5.4). average pay of persons in A, Y. exceeds the
average pay of persony with skill level X, by an amount ¢ (= E(e|l>0)
=lo,. /o]l >0. That is because selection into A depends not only on
measured skill X but also on unmeasured attributes, u, that are (by
assumption) positively correlated with unmeasured factors that affect
pay. ¢: thus, persons in 4 enjoy high pay, on average. not only because
they have hugh X but also because they have high . Similarly, in the fow-
paid job B. the average skill level is X, but, bv (A3.6.2) and (A3.6.4),
average pay of persons in B, Yy, is less than the averag : pay of persons
with skill level X by an amount ep=E(e|I<0)=[0, /0 JL,<0. Sclec-
tion into B also depends on both measured skill X and unmeasured
attribvtes, «, that are by assumption) positively correlated with un-
measured factors that atfect py. ¢t thus, persons in B receive low pay
becanse they not only have low X but also, on average. hove low e,

What does this imply about regression using within-job means, as ina
comparable worth analysis? By (A3.5.4) and (A3.6.4), the relation
Fetween pay and skill across jobs is g7 v¢n by

Y=bX +¢.  j=A.B. (A3.1)

By (A3.5.2)-(A3.5.4) and (A3.6.2)-(A3.06.4). ¢, is positively corre-
lated with X, on average. jobs that “score high™ (or low) in terms of X
aiso Jo sein terms of oo In effect. (A3.1) suffers from an omitted
varigbles problem: the nature of the job selection process induces a
positive correlation between average within-job measured skill X, and
the within-job error term ¢ Note also that if, for any reason (e.g..
supply factors). men have more measured skill X than women. on
average. then e, in (A3.17) will also be positively correlated with M. the
“mutleness” of jobs.

The consequences for comparable worth pay analyses are now appar-
ent. Consider the prototype comparable worth regression couation:

L=bX, +dM +q,. j=A.B. (A3 )

If men have a higher average skill level (uy) than women. then. for
entirely nondiscriminatory reasons. (1) men will be overrepresented in
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the high-X job and underrepresented in the low-X job: (2) the ¢, of
(A3.1 will be positively correlated with the “maleness™ of jobs: and (3)
the expression dM, +¢ in (A3.7) is therefore essentially the equivalent
of the e, of (A3 1) and so (4 the cstimate of d. the coeflicient on M, in
{(A3.7). wiil be positive.

NOTES

FNote e X o anclude o sector of ones. e, anntercept Examples of variable.
tvpacally ancluded among e Xare totad vears of work experence, tenute (veans of service with
current emplovers, age, o fucational attamment, field of cducational aitatnment, and the like, Bl
proponent. amd crines of she conventional econamic approach sometimes looneny refer 1o such
varnhles as “human capital variables” and or to equations Like 3 1) as o human capital carnings
functon” tfor example. see Sauth 1977, pp 38 40, and Treiman and Hartmann, eds 1981, pp.
17- 241 Such reterences < buman captal may samply be mfended to - Late that expressions Hie
(3 1) may have been mspired i part by the sonunal work of Becher (18963 and Mincer (1974 on
human capital maodels of carnmgs. It shoudd be noted. however that regindless of their oniginal
ispiration. (3, 1) and simlar expressions niay well be entireds consintent with otier sudels of
carnngs, even ones whose underiymg assumpuons differ radically from those of human capital
mexdels. For example, soreeming models o carmings Garveyed by Ridey 1973 regect the “humuan
capitul” notion that education wflects carnmgs by affecung productivity bt they nevertheless imply
thut the “human capita] vanable” of educanonal sttianmer ow il have a sienaficant independent effect
on carmngs. gid thus that if belongs in eapressons steh as (3.1

S Followong Ouvacas (1973, who tirst populanized the approach i economios, nuny mvestiga-
fors estimale separate cquanons for men and women rather than o single cauation (wath sex
mdicator rarble M) such as (311 for both sexes combimed. The single equation approach
ertbudisd 1n 130 1) i etfect assemes thit the maie and femade pay structires differ by a constant
amannt regardless of other charactenstios the X whereas the two-eguation approach allows for
the possibitity thist the payofts to mdn duad churacteristios tthe Xy ditler iy sexs see Cam (1986 for
furtnes discussien. Howesero momy owe, experience. the two approaches have very similar
guantitative imphcanions regardimg the avergdl average wex difference in pay Jor persons with the
same characterstion (which s not surpriving. snee the single-equation approach provides what
amounts o matrixs resghted sverage of the effects yielded by the two-equation approach). As
practical naatter. the diflerences betveen the sigles and tao-equation approaches are more nthe
mature of fine wnang rather than important methodological differences with sigasicant imphcations
for estimating sex diflerences i pas

P Nevte that sarranen n carnngs among me b and the male temle pay gap are (wo gurte
different things: the fonmer refers to wrtatior ahoter the mean amonyg nwen, whereas the later refers
to s difference in means bemmeen men and wonwn Comparing the taaamounts 1o comparing apples
and aranges. It ckerefote irappropriate to mfern as Roback appuarenthy does, that because the
traction of carmmgs varation among men that s unexphaned,” o6 percent. s larger than the
fraciion of the pey gop betweon men and women that s "unexplaned.,” 13 fo 34 pervent Gacvording
to Robach 1. irdlusion of omticyvirables mugho explun all of the latter. Asa simple example due
o Fisher ¢1982), noagine a compamy o whech all employeos are denticsl and st which monthiy
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salarics are 10 ties the tigure derved by spinning a roudette wheel plus either $600 (i the ciuse of
women) or ST K an the case of mend. Among both men amd women. much of the vardion
carmngs woald be “unexplamed” dhat is, R foran catnings regression woold he retatively Tow ). g
the pay gap of 5300 would clearly be discrimmatony., and wonld persisteven ifa v arable measuning
cach emplosees roulette wheel number were added 1o the anaby s, thereby making it possible o
expluin perfectly all of the varation an pay.

* The fast sentence in O'Nelis discussion, quioted ahove, sugpests that “intangshle qualities”
omitted variables - may well be correlated wath variables that are t preally included 10 analy ses ot
the pay gap e g vears of work experience, vears out of the worktoice schoolingy To the extent
that this is soLompsston of vieerables denoting the intang b guadities O'NCHE mentions wil not bras
the estrmated pay gap at all. For turther disvusaon of the omitied variablos 1asve, see Bloom and
Kiltingsworth (1982,

fhor evample, see Willis and Asoctstes (T80 Young en.d., esp Part IV, and 1984);
Stackbouse (19801, Council on the Beonomic Status of Women, State of Minnesota (1982
Commission on the Status of Women, State of THimois ¢ 19830 and Urban Rescarch Center (19871
Severalof these studies have rotmvolved the ase of tormual statistical analysis: for example, Remick
CEIRR p 2260 wites that the angmal Watlis dudy for Wishington State (19741 was based ot on
regression but rather on “esebatling™ the relation between pay and evaluation puints,

® Instead of running i angle regression with @ sex composition varuble, some analysts (¢ g
Sorensen T9R6O) it two regressions, for predomunantly fonale and predominantly male jobs
considered separately. The pay ditference distavoring the “temule™ wobs s then caleulated as the
differenve hetween actual mean pay i those obs and “predicted” pas, calculated using the mean
level of job evaluation paints among the female jobaand the regression coethicients derved tor the
"male” jobs. (The pay difterence fuverny predommantly male bs can e detved m o similar
manner ) This procedire s analogous to the two-cquation appraach adopted i many conventional
evonomue anahyses of pay frecall note 0 In genersl, two-equation comparable worth amitdyses, ke
therr counterparts in comventional ccononne analvses, vield mmphcations regardimg overgd! sex
differences 1 pay that are quantifatinels verny sontlar b those yielded by the single-cgtration
approacls

T Suwe Prerson, Koz amd Johansesson (19841 did not hane job evaluation pomnt scores, they
took this approgchom their study Gfasmgle private- sector employer. Lacking “tormual ratings of job
worth.” Buronand Newman ¢ 1989 po 110+ 111 analyzed jobs o the Californ envil service nang
either (1 vectors of dumimy sanables denoting detwled state aivil service job families or (2}
varkables denoting punimum requirernents teducatton, work eapetience. ete. ) established for jobs.

* Forexample. see Newman (19761 and Now man and Vonhof (JUSTH New man was counsel 1o
the plaintifls i AFSCME v Stare of Bashington, discussed in chapter 1, and has been a leading
advocate o the concept of comparable worth, Indeed. Bergmann (988, p 1861 calls Newnan one
of the onganators of comparigble worth, Newnan and Yonrhot (1981, p 3223 contend that "pay
equity the so called avit ights isae of the 8Os nothing more than a stmple parden vartety wige
rate teguiy facfwiich the industrid relations world has historically wrestled with and resolved
Newman 1976, p. 208 argues that et laws are adeguate toaddress this problem, and presents
data for an mdustrial plant showing unequal rates of pay for obs with sumlar evaluation pomt
scores tasuppart his contentton that, st the plant in guestion, women wereadversehy trested refatine
to men n terms of unequal aceess to better pasd work as well as anegust pas for identical work,

¢ This appeirs to be the case i all of the comparable worth analyses prepated for adnmnis
trative bodies or legal procecdings, e p L the Wilfie (19740 19761 gtudies T spnplify, the
discussion here assumes that the absolute magniude of sadary “ranges™ o e the dollar difference
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between the maximum and nunimum for different joh classiheations) does not vary ssstematically
with salary fevels te.g,, the midpoint of the saliry runge or the verage actual safury). The
argument, however, can readily be adapted o an alternative case in which the proportionate
magnitude of salary ranges does not vary v th sadary levels an which cuse the absolute magnitude
of safary ranges will be wider at higher salary fevels)y, The former approach amounts to an
assumption that the appropriate dependent variable (1 the doflar amount of safary | the Jatter, to
an assumption that the appropriate dependent variable is the logarithm of salary,

10 Thus consequences of other differences between the comentional economic anaslysis and
comparable worth analvsis of pay — use of job rather than individual characteristios. use of jobs
rather than individuals us the umit of analy sis — are temporarily sgnored: the discassion here refers
enly to the effect of using an adminsrative pay construct instead of actual pav

Y For example . suppose & firmn has two jobs cech with mmimum salary rates 1t men enjoy
Favored treatment in hirning and. or promotion inta the better-paid job. then, on aserage and other
things (job preferences and qualifications. Xy being equal, women will typically be in the lower
patid job and will have been there toradjong Gowe, whereas men will ty pically be in the higher-paid
johand will have been there tor fess ime: Thus, particularhy when pay inexcess ot the mimimum for
one’s job depends on Mtine an job™ (¢ g pme i rank or time in grade). the amount of pae received
i excess of the nummum tor one’s job. oo will be greater among women than among men. «Of
course, this does not mean that the Som favors women: since womens are demied equal aceess to the
hetter-paying job. they will be concentrated i the job with the tower mimmum salary and will be
carning & lower “total” salary, Y= 0 ol relatne to otherwise simnfar men)

12 The same arguments apply when A s the salary midpoing for emplovees’ jobs (so thata can be
cither positive. Le.. pay in excess of the nudpomt, or negative. e, pay below the midpeoint.
Unequal pay for equal work would mean that. at given X, womens ¢ will tend te be negative and
mend o will tend 1o be positive, thus. ot given X, unequal pay for equal work entails a positive
vorrelation between Mand o, and i negative correlation between Mand both ~aund e* | resulting in
a4 downward bias in the estinuste of . Fe.. to uaderstatement of the male salary advantage and
femade salary disadvantage On the other hand, to the extent that there is uneunal aevess to better
work via differential promotion rates, sothat women “nax out”™ ot lower-paid jobs more often than
do men with the same Xo women imen™ o will tend to be positive gnegatines This induces un
upward bias in the « stinnate of o,

Y Because the company is assumed to be sex-blind, the same dividing Iinel X%, separites
persons working i jobs 4 umd B regardioss of sey. For either sex, werage skl wirlin jobh B (4318
simply the mean of the Shill distribution to the right defn of X 0 The mean skl feves within job 5
(=Aor Byorsexs (=mor N0 X Care shown intigure 3.1, Foreach jobf X > X reflecting the
assumption that the skill distribution of men has a higher mean than that of women,

1 Tor distinguish between the two concepts, imagine a company with 1000 emplosees divided
mnto [0 jobs ewith employ ment i some jobs greater, and inothers fess, than the overall average of
10 emplayees per job). A conventional ecconomic analy sis would run 4 regression for iadis idual
workers, and would thus have a samiple size of LK A prouped-data equnalent would he ta
compute the miean, withun cach of the TN joby of each of the sarables considered in the
comventional approach and fo run i regression using the within-ol mesn values ot all variables.
This grouped-data regression would have a sumple size of T The jobvan sachu regression cannbe
weiphted aocording to emplovment in cach job this ensures that jobs with miany emplosees recene
a preater statistical werght in the calculations than do jobs woth only o tew emplovees. Most
compariahle worth analyses. however, have tised unwerphted rather thun weiphted data

© See the appendin to this chapter for a format demonstration in the context of o simple model of
& firm wath twa johs,
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' A simiple examiple may be helptud here. Several veass agol as director of the Rutgers graduate
program in cconones, Dadvocated w sizable raise tor the graduate program’s secretany. Rutgers has
a highly burcaueratieed civil service-style job structare, complete with joh deseriptions, salary
ranges, CC., say o support the raise, 1t was necessary 1o argue thit the seeretary s jofr shoudd be
reclassificd. twas, and the suse daly took effect. Why did she receive the raise! The institutionalist
answer mght be; because her position i the job structure changed. Froma comentiond ceonomwe
perspective, howevern that dees not unswer the question, but merely reformulates it why did her
pasition i the job structure change? The conventional economic answer 1o this fundumental
question seemis matural, because of her productiviy, which v a function of both "mcasured”
characteristios XY (e gL cducation, prior servicer and "unmeasured”™ characteristios e (¢.g . moty-
vation. intellsgencey.

P Presumuably, working vondinons are essentally the same moall departments, as are responsi-
bilits and cffort. Depending on swhat enters inte the evaluation. “kall™ might vary from one
department 1o another. although it would seem Likely that individaal. at the same acadenie ik
(tull professor. associnte protessor, etey would be assessed as having the e "skll” even i tiey
are in ditferent departments. Note the sinufariny. between thas by pothetical situation and the
transhitors example discussed m chapter 2

L =eob” were defined as i department-rank combimation. it would. however, be necessary to
include a variable measuring the ditference massessed woith of the ditferent academie ranxs.
Alternatnely, one could vimplhy include aset of indiwcator virables thit denoted cach b scadenne
tunh. The former approach s the cgunanent of @ bras- free job evaduation, whereas the fatter i
equivilent to i pohiey capturing approuch to job eviuuation oee chapter 2

* One canimagine expanding the regression tometude measures of the average charaeterisues
possessed by the ndividuals o cach job (e each department or cach departinent-rank combina
vony. For example, it one were detining “jobs" to be department runk combinations, one nught add
varnshles measuring the proportion of persons in cach job who hase a PR the averige vears of
service of persops i each joh, etos Agam, however, one wordd not inchude un mdicitor fot the field
of cach job e g, sovnd work or statistios because the jobs wouldd already have been deternuned to
b comparishic

O Dserimination by the unnversity againstwomen engineers m e would certandy contrib-
ute to i negative refation between “femuleness™of discipline and piy among faculty emploved by the
unnersity . but neither comventional coonomie nor comparable worth analy sis of v is concerned
with discrinunation i hiring.

U Note that sex diernmmmation by cducstional imstitutions o oproviding scholirships and
research grants. evalusting sudents, making adnnssions decisions. efe L may contrbute to over-
representation of wamen in fow paying fields. Thus, the discusston i the text shoukd not be tahen to
micun that "chosee” of aeademic disciphine is entirely voluntary, or that diseriminatorny behavior on
the part of universiies is m no way respensthle for onderrepresentation of women in high paving
fields such an eagineenag. Howeser, whon it comes to emplos ment decisions, eren aosex-blind
annersity muist take the sex compositron of mdivadins guahfied for cach disciphine as a given.

“CThe sursig Labor marhet s bferally o teatbook example of 4 monopsomsed lubor market
tEhrenhery and Smith 1982, pp 65 663 Doevine 11964, p 8421 and witnes s at congressioni
hearings (UK Congress, House 983 p0 70y hune desenbed colfusive wage fiang agreements
adopted fe Bospital admmistrators Other witnesses line desersbed sislar arrangements adopted
by emplovers of clencal workers i San branenca and Boston (008 Congress, House 198 pp
KR Uty

S See Buher and Brosmdim (19850 whose methedofops dor analy 2ing whether collusion of
b A S
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firms affects product prices 1s clearly apphicable to questions about whether emplovers’ collusion
affects wage rates. Note that it may be particularly ditlicult o analy ze systematic underpay ment of
prodommanmtly female {relative to predominantly male) jobs based on shortages and surpluses when
the employer —e. g, a state governmnent-- pays above -market rates Uy esenthally all jobs, albeit to s
greater extent for mostly made than mostly fensale jobs. Inthat case, there will he encess a plicants
for essentially all jobs, albeit to a greater extent for mostly male than mostly female jobs

M For example, see Tremman and Hartmann, eds. (1981, esp. chapter 4 and Sorensen (19%6).
Ehrenberg ( 1989) provides o comprehensive review of such studies

A ob that s pyopercent female is already T-p, percent male. so adding pd toits pay is
cquivalent to making it (for pay purposes. at least!) an all-made joh. Although comparablce veorth
need not require radsing pay of predenumantly female jobs - an alternative would be to rediece pay in
predominantly male jobs - il discussions of comparable worth that | have seen call tor pay
increases, not pay decreases (recal! the discussion in chapter 21

™ For exgmple, suppose that job A4 is targeted for g comparable worth wage increase eflective
January 1. 1986, and that job B is not targeted for any such increase. Under the firstdetinition. C,
would equat zero both for job B cor persons in job By atall dates 2and for job 4 tor persons in job 4
at dates prior o 1986, and would equal unity for job 4 (or persans in job 4} at sl dates onor after
1986, Urdder the seeond defintion, O, would equal zeve for all observations (all individuals or jobsy
before 1986, and would equal unity for off observations on or after {986,

27 Simtar rematks wapply 1o telated detintion: detining Cas the amount of the comparable
worth wige increase secorded (persons i) the job, and set at Zero for ail (persons in jobs nat
targeted for such increases.

*The analogy here i to fraditional studies of the umon-nonumion pay ditlerential. which
estimate the pity gap between uttonists and nonunionists but do not estinute the gain or loss in pay
for either group relative to what would have prevailed in the absence of unionism,

3 For example, i Minnesofy. maost of the stated comparable worth wage adjustments were
targeted o jobs held by employees represented by the American Federation of State, County and
Mumaipal Employees (AFSCME). Evans and Nelson (1989, pp. 96- 102) note that after these
adjustiments, a rival umon. the Minnesota Association of Professional Emplovees iIMAPE), fought
the resulting compression i pay ditferentials rraditionally enjoyved by iis metabers, It successful.
MAPES mttiative would effectively bave meant comparable worth-mduced pay adjustments even
for some nontargeted jobs Tronicalls, o sanwe of thetr subsequent discussion. Evans and Nelbson
F198G, esp. . 99 treat the states comparable worth pay adjusiments as pure add-ons to evisting
aalary Jevels. Likewnse, Orwzem and Mattila (1989, esp. p.o 182 analyze the wage effects of
proposed compa, e worth sdpustments in fowa by simply recomputing cach emplosees salury as
if the adjustments were pureadd ons: salary of any emplovee inanontargeted ob is keptatthe same
fevels salury of any employee i targeted fob rancressed by the amount specified by the poposed
comparable worth adjustments

W ErNedl Brien and Cunmingham (1984 anads 7 the wape etfects of Washington States 1984
and 1986 comparible worth wage adjistments uoiny crosssection r2 gressions for state employeey
pay 1 [UB0. TURY und 19RT They find thit the sox differentssd i pay narromed during 1983-87.
However thes albso find that ¢ 8y during 19832 87 the sex difterentio? in pay tor nonstate workers also
narrewed, and (2) the Oiferential for stie waorkers narroveed caring 1980 83 ag well us [9R3-X7
Since they de nat explicttly control tor envirar mental visnatsdes of the Kind discussed m the et
tindeed. they are prechided from dong so becpuse they hine ony thiee sears of data), they are
therefore unable to guantity the wage effects of the compuarabie worth adjustiments per e,

» o For example. mthe dase of Mimnesota, the environmentad varsablesndude an wddition to
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current and fagged values of the Consumer Price Index) a set of measures of total employment and
average monthly carnings w the private sector L both the Minneapolis-St. Paul Metropohtan
Statistical Area and in the state an a whole, derived from the U8 Burcau of Labor Statistiey
ES-202 data file. The ES-202 data file is deseribed in turther detail in chapter 4.

¥ Note that fixed-etfects ostimation can be thought of as roughly equivalent 1o first-differencing
the data, and thus to analvzing whether changes in wages are associated with changes in employ-
ment levels. Although the hierarchical nature of organizations may induce a relation between wage
changesand empleyment changes that has nothing to do with factor demands, this seems much less
pisusible thun the notion that hierarchy induces a relation botween wage fevels and employment
levels,

Y Strictly speakmg. comparable worth did not lead o net job losses, i.e.. net decreases in
employment relative to prior levels. It may have fed to somie gross reductions in employnient,
However. fong-run trends, evchical factors. ete L induced enough new accessions o offset any such
gross reductions in emploviment. On balunce, employment was higher after adoption of compara-
ble worth than it was betore adoption,

M One could think of Fas a eore™ whose value s affected by observed characteristios of the
individual. X twhich in general - though notin the case considered here - might well include sex).
and by unobaerved characteristios, w. such that a sofficiently high score causes the individual o be
placed in job 4. Sce Bloom and Kidlingsworth (1982 for further discussion.
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Comparable Worth in Minnesota State
Government Employment

in this chapter. 1 discuss Minnesota’s oxperience with comparable
worth. A series of studies and reports on the status of women state
government employees ultimately led to a state Pay Equity Act adopted
in 1982.! Since then, state government employees have received three
sets of comparable worth pay adjustments. Minnesotas Commission on
the Economic Status of Women (1985, p. 1) has said that the state is

in the forefront of pay equity efforts in the nation . . . the first |state]
to implement pay cquity legistation for its employees. ... Min-
nesota’s experience shows that pay equity can be implemented
smoothly and at a reasonable cost.

How has the state’s comparable worth legislation affected the female/
male differential in pay, and employment of women and men, in state
government?

4.1 Background

Minnesota employs over 30,000 workers in about 1800 job categories
(“clas: es™ or “classifications™). About 90 percent are covered by collec-
tive hargaining agreements and are divided into 16 bargaining units,
more or less according to occupation, represented by [l unions, the
most important of which is the American Federation of State, County.
and Municipal Employees (AFSCME). (The Minnesota State Univer-

I thank Ronald . Ehrenberg, Cordelia Remmers and participants in senumars at the U8, Burcan of
tahor Statistios, the Unnversaty of Mury lindund Ratgers Panversats tor mamy helptul commentson
previous versions of this chapte
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104 The Economies of Comparable Worth

sity System is autonomous in pay and other matters, and is not consid-
ered in this chapter.)

The period betore adoption of the 1982 comparable worth statute saw
considerable discussion of the status of women in state government
employment.? In 1975, AFSCME and the state agreed to saidy issues
about pay and promotion discrimination against women, but no funds
were appropriated for this purpose. In October 1976. the Twin Cities
branch of the National Organization for Women published a report on
women’s status in state government employment. That same year, the
state legislature established a Council (later renamed the Commission)
on the Economic Status of Women (CESW), consisting of state legisla-
tors and public members. The commission promptly held hearings on
women in state employment, and, in 1977, published a report on the
subject. The next year, the state's Legislative Audit Commission (LAC)
reported on its year-long study of the state personnel commission. which
included analyses of the relative status of female and male state employ-
ees. LACY report documented sizable sex differences in occupational
status and earnings in state government employment. as did a May 1979
report by CESW.

As these studies and discussions took place, the state began a compre-
hensive Public Employment Study (PES). As part of the PES, the state
retained Hay Associates to conduct an evaluation of 762 job classifica-
tions. based mainly on job descriptions (most of the jobs not evaluated
were etther managerial or else had fewer than 10 incumbents: sec CESW
1982, p. 19). The evaluations were carried out by three separate com-
mittees of state employees, trained by Hay Associates in its factor-point
job evaluation methodology.® Each committee consisted of a Depart-
ment of Personnel Representative and seven state eniployees from other
departments.* The committees evaluated the state jobs using the Hay
system. which considers "know-how.” “problem-solving.” “accountabil-
ity” and working conditions (Minnesota Department of Finance 1979a,
p. 18): "market factors™ (e.g. . wages paid in the private sector) were not
considered.®

According to Hay Associates. the evaluations showed only a “slight
tendency™ for predominantly male occupations to receive higher pay

}?—d;
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than predominantly female occupations (Minnesota Department of Fi-
nance. 1979a, p. 72). Furthermore. the PES said. predominantly
female office and clerical jobs (in which the great majority of women
were employed) were typically “paid about the same as are most other
classes [1.¢.. jobs] at similar levels of complexity™ (Minnesota Depart-
ment of Finance 1979b. p. [-19).

*Although the contract with Hay Associates was not undertaken for
the purposc of conducting a comparable worth study, or even as a basis
for compensation™ (Rothehild 1985, p. 107). and although neither Hay
Associates nor the PES suggested much reason to adjust pay for pre-
dominantly female job classes, in October 1981 the CESW set up a pay
equity task force to analyze pay differences between male and female
jobs. Task force members .ncluded state legislators. public members,
union representativaes and representatives from the Department of Em-
ployee Relations. The Task Force's report directly contradicted the
relatively benign conclusions of Hay Associates (CESW 1982, p. 21:
emphasis original):

In almost every case, the pay for womeny jobs is lower than the pay
tor comparable male jobs, In most cases the pay for women's jobs is
lower than the pay for men's jobs with fewer [job evaluation] points.

Overall. the Task Force found. the gap in pay between predominantly
female and predominantly male jobs was about 20 percent.® Accord-
ingly, it recommended that “comparable worth. as measured by skill.
effort, responsibility and working conditions. shall be the primary
consideration in establishing salaries for those jobs which are at least 70
percent female.” and that there be a “pay equity set-aside to target job
classes which are at least 70 percent female to be brought up to salaries
for other jobs with comparable value™ (CESW 1982, p. 25).

The legislature acted quickly in its 1982 session to put the Task Force
recommendations into law. The policy statement for the legislation
(Minnesota Statutes, chapter 43A. 1. subdivision 3) reads:

It is the policy of this stute to attempt to establish equitable compen-
sation relatio.ships between female-dominated, male-dominated.
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106 The Economics of Comparable Worth

and balanced classes of employees in the executive branch. Com-
pensation relationships are equitable within the meaning of this
subdivision when the primary consideration in negotiating. estab-
lishing. recommending . and approving total compensation is com-
parability of the value of the work in relationship to other positions
in the executive branch.

The law requires the Commissioner of Employee Relations to liut, by
January | of odd numbered years. predominantly female classes that are
paid less than other classes with the same number of Hay points, and to
estimate the cost of equalizing pay for classes with the same Hay
points.” The Legislative Commission on Employec Kelations must then
recommend an amount to be appropriated for special pay comparability
adjustments. Funds for such adjustments, appropriated through the
usual legislative process, are earmarked for “salary equalization™ for the
Job classes on the Commissioner’s list. These funds are allocated to
different bargaining units according to their share of the total estimated
cost of pay equalization: actual distribution of salary adjustments is
determined by collective bargaining (CESW 1985, p. 14).

The first two scts of comparable worth pay adjustments. adopted in
1983. were immlemented in July 1983 and July 1984 at a total cost
(including fringes and other nonwage items) of $21.7 million. About
8225 employees in 151 job classes received pay adjustments of about
$1.600 over the two-year period. A third set of adjustments, costing a
total of $11.7 miliion, was adopted by the 1985 legislature and imple-
meniced in July 1985, The cost of the three aqostments represented
about 2.4 peocent (1983-4) and 1.3 percent (1985) of the state’s payroll.
By the end of the adjustments, individual annual “pay equity™ salary
increases averaged about $2.200; all clerical workers and about half of
the state’s health care workers received some increases: about ten per-
cent of the beneficiarics were men. (See CESW 1985, pp. 14-15:
Rothchild n.d.. p. 4: and Rothchild 1984, pp. 124-125))

According to CESW (1985, p. I5). the two waves of salary adjust-
ments enacted under the state’s comparable worth law “will allow for full
implementation of pay equity for Minnesota state employees by .. June
30. 1987." Specifically, according to a Commission newsletter (1986, p.

178
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2), effective June 30, 1987, the average maximum monthly salary for
fernaie jobs was to be the same as the average maximum monthly salary
tor male jobs with similar Hay job evaluation point values.

Adoption and implementation of the comparable worth pay adjust-
ments for state employees proceeded quite smoothly (although in 1985
police and firefighter unions in St. Paul broke with other unions and
opposed that city’s job evaluation. conducted as part of the extension of
comparable worth to local government). Private-sector employer
groups were largely quiescent. although some expressed fears--which,
thus far. have not materialized —that “the next step is the private sector”
(Wall Srreet Journal 1983b).

4.2 Data

The data used in this chapter’s analyses of pay and employment in
Minnesota state government both before and after the comparable worth
pay adjustments described above are contained in a set of computerized
quarterly “slice files.™ Each of these files has information on each state
employee present and active during the relevant quarter from October
1981 10 April 1986 inclusive:® the employee’s sex. ethaicity, birth date.
date of entry into state employment. job classification. date of entry into
current job classification, handicap status. veteran status and other
characteristics. Since cach employee has a unique identifying number,
the files can be linked over time to form a longitucinal database.® A
companion “class file.” providing the title {¢.g.. *Engincering Aide™)
and Haypoint score (e.g.. 178) for job classifications, can be merged
with the slice files for analyses of relationships among pay, Haypoints
and other factors for individual state employees. An obvious advantage
of the slice files (especially once they have been merged with the class
file) is that they permit analysis at both the level of the job (i.c.. class). as
in comparable worth studies, and at the level of individuals. as in
conventional economic studies of pay.

Table 4.1 lists the variables used in the first set of analyses, of pay.
reported below. and alse provides descriptive statistics for individual
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employees. This indicates that as of October 1981 the state’s worktorce
was about 44 percent female, was almost entirely white, had an average
age of about 40 years, and had been ir state employment for an average
of almost nine years. ' No Haypoint rating (job evaluation score) is
available for about 15 percent of the individuals: for the most part, rates
of pay for the jobs these individuals held were well above average.
Overall (including both Hay-rated and unrated jobs), the average hourly
rate of pay (as of October 1981) is about $8.23 (or about $17,122 for a
2,080-hour year), although hourly rates vary from the minimum wage,
$3.35. to a maximum of over $26. In the following analyses. pay and
some other variables mentioned later are measured in units of natural
Jogarithms (I use “In.” the customary abbreviation, to refer to natural
logarithms), so that coeflicients on variables measured this way may be
interpreted as percentage effects.

As noted in section 3.4, analyses of wage and employment changes
over time in the presence of comparable worth may depend critically on
oneg’s ability to control for the counterfactual, i.e., for changes that
would have occurred (even) in the absence of comparable worth. In the
longitudinal analyses discussed in seetions 4.4-5 below, 1 have therefore
included regressors pertaining to (1) consumer prices and (2) the pri-
vate-sector economy in both the Minneapolis-St. Paul Metropolitan
Statistical Area (MSA) and in the state of Minnesota as a whole. The
basic data tor the private-sector economy are contained in the U.S.
Burcau of Labor Statistics” ES-202 data file, which is derived from state
employment security agency reports on employment and wage pay-
ments of employers covered by state unemployment insurance pro-
grams (U.S. Bureau of Labor Statistics n.d.). These data provide direct
measures of total persons employed for each month and total dollar
earnings per quarter (including payments not subject to unemployment
insurance tax). Quarterly employment is derived by summing monthly
employment figures for the relevant quarter. Monthly wage data—1.e..
earnings per employed person per month — are derived by dividing total
quarterly ecarnings by quarterly employment.

11is



Table 4.1

Short
Name

LOG_HRLY

Definition

In (Lourly wage rate)

Dummies (for sex and ethnicity)

FEMALE__.
BLACK___
INDIAN
HISPANIC
ASIAN

indicator: sex s female

indicator: ruce in black

indicator: mce is Amwerican Indian
indicator: race s His, nic
indicator: race is Asian

Percent (for sex/ethnic makeup of job class)

PCTFEMAL
PCTBLACK
PCTINDIA
PCTHISPA
PCTASIAN

own jub class: % female

own job cliss: % black

own job class: 77 American Indian
own job class: % Hispanic

own job clitss: % Asian

Haypoint Variables

HAY_MISS
HAYPOINT
HAY POISQ

mdicator: Haypomt rating is unknown
Huaypoint rating (01 unknown)
HAYPOINT squared > (0,001

Standard Regressors

AGE _
AGE___SO)
SVC_ERST
SVC_F_SQ
SVC_MREC
SVC_M_SQ
AGESVC F
AGESVC_M
HANDICAP
VET_VIET
VETOTHER

age at end of guarter

AGE___ squared x0.001]

service with State trom carliest entry date
SVC_FRST squared x0.001

service with State from maost recent entry date
SVC_MREC squared x 0,001

AGE = . *SVC_FRST

AGE., ___ * SVC_MREC

indicator: handicapped

indicator: Vietnam-cra veteran

mdicator: other veteran

1)

Definitions and Descriptive Statistics
for Variables Used in the Pay Analyses

Mean for
Emplovees
at 10/81

2. 108

(0.435
0.014
(L008
(1.006
0.008

0.438
0.014
(.008
(0.006
0.005

{1149
[82.028
52.643

39.739
1.734
8. 741
0.139
B.741*
(0. 139%
(0.402
G40
.05
0.078
S0

* By comtructan, SVOC MREC - SV FRST s of the iest date i the paned (Octobers 19K T For
fater dates. these twervartables will dutter only of an edoodual both fett and then returned to State

cmploviment dunog the period covered by the pancl (October 19X April [986)

Joues,
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4.3 Cross-Section Analyses: Sex Differentials in Howurly Pay,
1981 and 1946

I'begin by presenting cioss-section regression analyses of pay using
the October 191 and A.pril 1986 slice files. First, T use individuals as
the untt of analysis, as iy conventional economic studies of pav: then. |
use classes (Jobs). as in comparable worth studies of pay. These cross-
section analyses provide nformation on numerous issues discussed in
chapter 3. including the following: To what extent do methodological
differences between comparable worth an. conventional economic anal-
yses of pay lead to different results regarding the sex ditferential in pay?
To what extent did cross-section sex differentials in hourly 1 tes of pay
change during 1981-86. when the state’s comparable worth pay adjust-
ments were being implemented?

Individual-level results

Table 4 7 summuarizes cesults tor conventional ordinary least squares
(OLS) cross-section regressions in which the unit of analysis is e
individual employee (the full results appear in appendix tables A4, 1, tor
October 1981, and A4.2, for April 1986). There are four specifications:
“raw differentials.” in which the only regressors are variables denoting
cmployees’ sex and ethnicity: “raw differentials with Haypoints.” in
which the regressors consist of Haypoint variables pertaining to em-
ployees” cliasses (1.e., jobs)! as well as sex and cthnicity variables:
“standard regressors.” in which the regressorsare measures of employee
characteristics fike those conventionally used by economists analyzing
pay differentials--e.g.. age. years of service and sex/cthnicity: and
“standard regressors with Haypoints,™ 1.e. | the standard regressors with
Haypoint variables added. Table 4.1 lists all variables by type (e.g..
Haypoint variables).

For cach of these four specifications, T use three different versions of
the sex and ethnicity variables: indicators C'dummies™): measures of the
proportion femule. black, ete.. in employees” job cliasses ("percent™):
and both indicators and proportion variables ("dumm & %), The first
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Table 4.2 Summary of Individual-Level Pay R _ressions
(dep var. =LOG_HRLY:t.n pdrenthe&es)

'&ms l):ﬁ“crentml\ Ra“ l)xﬂ\. w Ith Hm points

urmhle l)ummws Pcru:nt l)umm& ‘“sc l)ummwx l’eru*nt Dumm& %

()cmher Nﬁl :

FEMALE = —0.2887 ~(}.O0158] (31493 - (L0182
(92 148 (3.8 (634 347 (4 781

PCTFEMAL -0 4814 ={).306623 -(0.2707 -{).25855%
(131 740y (82759 (88,2260 (57.771hH

April 1986:

FEMALE__  -0.215% ~-0.0136 - (1,O6R | (L0136
67,797 (3081 {33 406 (4. 750

PCTFEMAL - 3. 3796 -, 3659 -0 1217 -}, 10X1
193 720y (60.565%) (4’ 4()?&) (26.687)

Smndard R&;.n'\surs \tand Reg_s mth Hmpmnts

Variable I)ummw\ Pereent Dumm & 7 !)ummws Percent I)umm& V2

QOctober 1981

FEMALE__ -0.224% SO0208 0 (1238 =300 92
{74,240 (5328 (56017 tH.68%)

PCTFEMAL -4y 3932 -0 3740 022606 - 0. 2088
OV 493 (73447 t78.835)  (S31.308)

Apre 1986:

FEMALE _ - 01636 -0 178 ~€.0438 -0.0104
(81,29 BT (22 3h 1.064
PCTFEMAL (2974 -{r IXi4 ~{LER]D -0 0719

(TR ARG (8] 41ty 0193 (20300

(dumriesy version is the one typically used by cconomists. The second
(percent) has been popularized by proponents of comparable worth,
The third version simply combines the first and second. Although the
third ma; at first seem a rather strange hybrid. the percent variables
used here are analogous to the “percent organized” variables sometimes
used in studies of union wage cffects. In the present setting, coeticients
on the pereent variables derived using the second (percent) approach

| SNy
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indicate the extent to which pay for individuals in all-female jobs differs
from that of individuals in all-male jobs. when the other things in the
analysis (¢.g.. Haypoints, age. ¢te.) are held constant. '? Likewise, in
the third (dumm & %) version, coetlicients on the percent variables
indicate the extent to which, ceteris paribus. pay for individuals of the
same yex differs depending on whether they are in (virtually) all-male or
(virtually) all-female jobs; whercas coeflicients on the dummy variable
tor sex indicate how much. ceteris paribus, pay for individuals i classes
with the same sex coriposition difters depending on whether they are
male or female. ' Accordingly, 1 refer to the coethicient on the “female
sex” inuicator, FEMALE | as the “sex differ atial.” and to the coetli-
cient on the “proportion o the class that is female™ variable,
PCTFEMAL. as the "class compaosition differential

Several patterns are apparent in table 4.2, First, for any given specifi-
cation (¢.g.. standard regressors). the sum of the sex and class composi-
tion differentials in the dumm & % version is usually very close to the
class composition differential in the percent version: the dumm & %
version iwhich explicitly takes account of the sex of individual employ-
ces) effectively subdivides the class composition effect of the percent
version (which ignores individuals’ sex) into a class-composition-
constant sex effect and a sex-constant class-compositic,: effect. More or
less equivalently. for any given specification, the dumm & % version
almost exactly partittons the sex differential in the dummies version
(which ignores class composition) into a sex effect and a class composi-
tion effect (Welch, 1988): interaction between the effects of sex and class

compe: ition is minimal in these data.

10 see this, note that, in the dummies version. a “change in sex”
amounts to a change in both (a) sex per se and (b) the sex composition of
one’s job, Inthe dumm & % version, the overall change in (the Inof )y pay
associated with changing sex from male to female is theretore din Y=4,
+ho % F % F ) where byoand b ,oare the coefficients on
FEMALE _and PCTFEMAL, respectively, obtained in the dumm &
% version. and % F_is the mean of PCTFEMAL for sex s (=men or
women). In October 1981, % F, - % F,, cquals about 0.7648--0.1816
=(L5832: mn April 1986 it cquals about (L7597 —-0,2057=0.55831.
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Evaluated at these values for the relevant year, the magnitude of d In ¥in
the dumm & % version is usually very similar to the magnitude of the
cocflicient on FEMALE __ in the corresponding dummies version of the
same specification (c.g.. standard regressors) for the same year. 14

A second feature of the results is that controlling for Haypoints
reduces both the sex and class composition differentials considerably.
Controlling for the standard regressors also reduces these differentials.
but to a lesser extent.!s To some degree. then, Haypoints do indeed
serve as an index of emplovees” jobs (i.c., classes). as suggested in
section 3.3,

The most noteworthy aspect of these tables, however, is the consider-
able reduction in both the sex differential and. in particular, the class
composition differential between October 1981 and April 1986. when
the state’s comparable worth pay adjustments took place. (In the dumm
& % specification, virtually all of the reduction has been in the class-
composition differential. i.c.. in the coeflicient on PCTFEMAL rather
than in the coetlicient on FEMALE__. Since actual implementation of
comparable worth focuses on class-composition differentials rather than
on sex differentials per se. the relative magnitude of the changes in these
two differentials is about what one would expect.) This suggests that
CESW3 enthusiasm for Minnesow comparable worth pay adjustments
may not be not misplaced.

Class-level results

As noted in chapter 3 (sce particularly the discussion of the prototype
compara *'c worth equation (3.6)). comparable worth proponents usu-
ally do not undertake individual-level analyses of the kind summarized
in table 4.2, Rather, comparable worth analyses usually (1) take jobs
(classes) rather than individual employces as the unit of analysis: (2) use
an administrative pay construct (the A of chapter 3), usually cither the
maximum or the minimum rate of pay within cach job. rather than the
actual rate of pay as the dependent variable: and (3} use class composi-
tion measures and job evaluation scores (e.g.. PCTFEMAL and Hay-
point variables) rather than individual employee characteristios (e.g..
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age and years of service) as independent variables. Typically. compara-
ble worth analyses are not weighted to reflect the numbers of persons in
each job (although some jobs are often simply excluded from the
analyses on the basis of an arbitrary size cutoff, e.g.. having fewer than
10 incumbents). In such analyses, the coeflicient on the class composi-
tion variable (e.g., PCTFEMAL) is taken as the sex differential in pay.

Table 4.3 summarizes class-level analyses of the Minnesota data for
October 1981 and April 1986. For these analyses. the unit of observa-
tion is the class. As the dependent variable. T use. in turn, three different
versions of the administrative pay construct A of comparable worth
analyses; the maximum. mean and minimum of the (In of the) hourly
wage rates within each job ¢'ass ("max pay.” “mean pay” and “min pay.”
respectively). All regressors are within-class means: for example,
AGE now denotes the mean age of persons within each class.
(Note that the Haypoint variables—c.g.. number of Hay evaluation
points awarded to a class —depend exclusively on the job and are the
same for all persons in the same class.) Of course. the mean of the
FEMALE__ dummy variable within cach class is simply its class
composition—i.¢.. the proportion of workers in the class who are
female (PCTFEMAL)—and similarly for the cthnicity dummies. so
there are no sex or ethnicity dummies as such in these analyses: rather.
the only sex and race variables in the class-level studies are percent
variables (c.g.. PCTFEMAL. the complement of the M or proportion
male variable in the prototype comparable worth equation (3.6)). The
first two rows of table 4.3 summarize unweighted analyses (the full
results appear in appendix tables A4.3-4); the third and fourth rows of
table 4.3 summarize analyses in which each class 1s weighted according
to the number of persons employed in it (see appendix tables A4.5-6 for
the full results).

First consider the unweighted results. Here, as in table 4.2, the most
noteworthy aspect of the results is the substantial change in the class
composition differential (i.c.. the coctlicient on PCTFEMAL. the pro-
portion female in the class) between October 1981 and April 1986. For
the specifications corresponding most closely to the one favored by
comparable worth proponents —raw differentials with Haypoints, with
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Table 4.3

HES

Summary of Class-Level Pay Regressions
(dep. var. =log of class max./mean/min. pay; ¢ in parentheses)

Raw Differentials

Raw Diff's. With Haypoints

Varjable

Max. Pay Mean Pay  Min, Pay

Max, Pay  Mean Pay  Min, Pay

October 1981 (unweighted):

PCTFEMAL 03381 03718 04002 -0.1768  ~0.2028 Q.28
6,133 (17.223) (17.299) (10.890)  (12.464) (12,75
April 1986 tunweighted):
PCTFEMAL  -0.2328 -~0.2618 —(0.2918  —Q.0888 00780 -0 0085
(12.25%) (1327 (13686 4.33)) {5.6623 (6.397)
October 1981 (weighted):
PCTFEMAL  -0.3732 (A8 089S -0 1618 02718 —-(.313S
(94.546) (137 555) (149957 ¢17.0588)  (uS.666)  (111.507)
April 1986 (weighted):
PCTFEMAL  -0.2803  -0.3827 - Q4317 00193 -0.1273  ~0.2118
o6 .08y (ORMS) (10B051 (6.563)  (H4.88%1 (65181
Standard Regressors Stand. Regs. with Haypoints
Varigble  Max. Pay Mean Pay Min. Pay Max, Pay Mean Pay  Min. Pay

October 1981 (unweighted):

PCTFEMAL 02673 ~0.2850  —0.3062
(125000 (13215 (13145

April 1986 (unweighted):

PCTFEMAL 01858  -0.1704 -0 14
(8. 139 (8792 (9.234

October 1981 (weighted):

PCTFEMAL ~0.3003 - 0.3d6  -03734
(S0.R65)  (91.359) (U3 94dy

April 1986 (weighted):

PCTFEMAL 02079 (1303 - 03824

(81.32% (68 483y (74.966)

(1648 01788 -0 1926
t9.654 (11675 (10,690
— 0014047 (0809 - 00654
(282 13.585) (4,301
(L 156Y 0239 02674
(0.437) (76.06(0 (RO 129
- 003K -0 TS 02112

(348951

(9118 (38 48T

foncts
£
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either maximum or minimum (In of) pay as the dependent variable - the
PCTFEMAL coefficient falls in absolute value during this period by
over 10 percentage points in all cases.

Other aspects of the unweighted results in table 4.3 are also of
interest. First. choice of dependent variable can have a considerable
effect on the results. In absolute value, the smallest class composition
differential (PCTFEMAL coethicient) is derived when the dependent
variable is the maximun: (In of the) wage rate: using the minimum (In)
wage rate produces a differential that is larger—sometimes much
larger~ in absolute value: using the mean (In) wage produces intermedi-
ate results: The variance of maximum (In) wage rates is smaller than the
variance of mean or minimum (In) wage rates. so sex and class composi-
tiondifferentials with respect to the former are smalier than they are with
either of the latter two measures of pay (note also that values of R in the
regressions for maximum (In) wage rates are larger than they are in the
regressions for the other two measures of pay). As in the individual-level
analyses shown in table 4.2, con.rolling for Haypoints in these class-
level analyses reduces the absolute magnitude of the class composition
(PCTFEMAL) coeflicient considerably, whereas controlling for the
standard regressors (age. years of service, ete.) does so to a lesser
extent.

As noted i section 3.30 class-level wnalyses may be viewed as
grouped-data studies of the underlying microdata on individual employ-
ces. in which case—in the absence of the microdata themselves--it
would seem natural to use econometric techniques derived for grouped
data. Accordingly, the third and fourth rows of table 4.3 summarize
analyses that are identical to those in the first two rows except in one
respect: unlike those analyses, the ones summarized in the last two rows
are based on regressions in which cach class is weighted according to the
number of persons employed in it. The main difference between the first
(unweighted) and second (weighted) sets of results in table 4.3 is that the
class composition (PCTFEMAL) differentials in the latter are generally
higher than those in the former, except when Haypoint variables are
included as regressors and the dependent variable is the maximum (In)
pay rate. (Tiis exception may be related to the fact, noted earlier, that
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the variance of the maximum (In) pay rate 1s smaller than the variance of
cither the mean or the minimum (In) pay rate.) However, both sets of
results imply a considerable reduction in the differential over time.

Individual-level vs. class-level analyses

In view of the discussion in section 3.3, differences between the class-
and individual-level analyses are of particular interret. Comparison of
tables 4.2 and 4.3 highlights some of the main differences: I focus on
class-level analyses in which the dependent variable is the mean of the
(In of the) actual pay rates of persons in each job, since these may be
regarded as grouped-data equivalents of the corresponding individual
level analyses.

When the dependent variable is the mean (In of) actual pay. the
coetlicients on the class composition variable, PCTFEMAL, in the
weighted class-level analyses (last two rows, table 4.3) are all reasona-
bly close to those obtained for PCTFEMAL in the percent version of the
same specification in the individual-level analvses (table 4.2). For
example, in the siandard regressors specification, the coeflicient for
PCTFEMAL for 1981 (1986) in the percent individual-level results is
-0.3932 (-0.2974), vs. —0.3646 (-0.3263) for the weighted iesults.
Second. the PCTFEMAL coetficients in the class-level analyses are
always higher in absolute value —sometimes substantially so, particu-
larly in the weighted results —than the coeflicients on FEMALE __
obtained in individual-level ana'yses using the dummies version of the
same specification. For example. for the standard regressors specifica-
tion. the individual-level dum.nies version yields a FEMALE__
coefficient for 1981 (1986) of —0.2255 (—0.1636). vs. a PCTFEMAL
coefficient in the corresponding weighted class-level analysis (with
mean In of pay as the dependent variable) of —0.3646 (~0.3263).

The second of these two stylized facts is particularly noteworthy.
Class-level analyses (especially weighted ones) like those in table 4.3
are grouped-data equivalents of the dummies version of individual-level
analyses like those in table 4.2, Thus. particularly when classes a=
weighted according to the number of employees in them. coeflicients on
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the class composition variable PCTFEMAL in class-level analyses
should be interpreted in the same way as are coeflicients on the sex
indicator variable FEMALE__ in conventional individual-level analy-
ses that otherwise use the same specification: as measures of the sex
differential in pay. However, as noted in section 3.3, a key assumption
implicit in conventional grouped-data estimation (that the variable de-
termining the grouping is independent of the individual-level error term
for pay) may not hold when individuals are grouped by class (i.e.. job).
Indeed. tables 4.2-3 indicate that, other things being equal, the
grouped-data regression approach implicit in comparabie worth analy-
ses overstates the absolute magnitude of sex differences in pay relative to
what is obtained in a micro-level dummies version of the same specifica-
tion (c.g.. standard regressors), even if weighting is not used.

These comparisons highlight the effect of aggregating by class in-
stead of using individuals as the unit of analysis, while keeping the
specification (dependent and independent variables) the same. Although
this is one major difference between comparable worth and conventional
economic analyses of pay. there are two others: comparable worth
analyses also use an administrative pay construct instead of actual salary
as the dependent variable. and use Haypoints or other measures of job
characteristics instead of measures of employee characteristics as inde-
pendent variables. As noted in section 3.3, the net effect of all three
differences in methodology on estimated pay differentials is difficult to
determine a priori. Here. too. the results in tables 4.2-3 are of interest.
They indicate that using all three main components of the comparable
worth approach (raw differentials with Haypoints, applied to class-level
data) yiclds pay gap estimates that are lower., in absolute value, than
those derived using the kind of conventional economic analysis (stan-
dard regressors with dummies, applied to individual-level data) that can
be performed with the relatively limited sct of variables (e.g.. age and
years of service) available in these data. For example, for 1981, the
conventional estimate is ~0.2255 (standard regressors with dummies,
table 4.2). vs. comparable worth estimates (raw differentials with Hay-
points using max pay, table 4.3) of —0.1765 (unweighted) and —0.1618
(weighted). For 1986, the estimates are —0.1636 (table 4.2) vs.
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—0.0589 (table 4.3, unweighted) and —0.0193 (table 4.3, weighted).
respectively.

These patterns are even clearer when one compares individual-level
conventional economic analyses with class-level analyses that mimic
almost exactly the procedures used by comparable worth proponents.
including Minnesota’s CESW. Analvee, of this kind are summarized in
table 4.4. The conventional economic analyses are reproduced from
table 4.2: whese use data on individual employees. actual (In of) pay as
the dependent variable and the standard regressors (including dummies.
i.e., sex and race indicators) as independent variables. In contrast, the
comparable worth enalyses summarized in table 4.4 adopt the CESW's
conventions (see,¢.g.. CESW - 982 p. 28: 1985, pp. 1. 15: 1986, p. 2):
they use class-level data without weighting according to class size (i.c..
number of employees in each class): the dependent variable is the
maximum (In of) pay within each class: and there are only two indepen-
dent variables: HAYPOINT and PCTFEMAL. (See appendix table
A4.7 for the full results. ) In all cases. the class-level analyses exclude
“unrated classes” (i.e.. jobs with no Haypeint job evaluation score): as
noted in table 4.4, some of the class-Icvel analyses consider all classes
with Haypoint scores. whereas others consider only classes that not only
have Haypoint scores but also have at least ten incumbents,

The results summarized in table 4.4 are striking. Both for October
1981 and April 1986. the comparable worth analyses imply sex differen-
tials (coefficients on PCTFEMAL) that are clearly lower in absolute
value than the differentials (coeflicients on FEMALE_ _) obtained in
conventional economic analyses. Indeed. when ~lasses with less than
ten incumbents are excluded from the comparable worth analyses, the
implied sex differential for April 1986 is both small, about —2.8
percent. and not statistically significant at the conventional § percent
level (its r-statistic is only 1.61). In this somewhat limited sense.'® the
evidence supports CESWY claims (1985, pp. 1. 15: 1986, p. 2), quoted
carlier. that Minnesota has achieved “pay equity™ in state government
employment,

In view of these results. it is tempting to conclude that the meth-
odological differences between conventional economic and comparable
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Table 4.4 Sex Differentials in Pay Implied by Conventional Economic
and Comparable Worth Pay Regressions, October 1981 and April 1986
(t in parentheses)

Sex Differential in Pay

Model QOctober 1981  April 1986
Conventional Economic ~(.2255 —{.1636
(dep. var.=LOG_HRLY) (74.244) (51.29)
# of ohservations: 0.027 31.368

Comparable Worth (unweighted):
(dep. var. =In of max. hourly wage rate)

all jobs with Haypoint rating ~0.1574 ~0.0631
(12.380 (8.264)
# of observations: 981 1.174
all jobs with Haypoint rating -0.1350 —-0.0282
and at least 10 incumbents {(7.801) {1.605)
# of observations: 379 403
NOTES:

Model in convenrional economic analyses:) Y=a+Fd+ Xpr oo where V= LOG HRLY.
F=indicator for "sexis fen de” X = "standard regressors.” and e inerror term, Unit of analysis
is the individual employee. Entries in table refer to estimates of < for the indicated date.

Maodel in comparable wordh analvses: 4 =4« Pt Hirs wowhere A= madimum (n of ) pay rate
inclass, P proportion of employ ment 1o class that s femade, A= Haypoints for cluss, and s an
crror term. Unitof analvsis is the cliss Qobn, Entries in table refer to esumttes of pfor the indicated
date

worth analyses mean that, on balance, comparable worth analyses will
yield estimates of the sex differential in pay that are smaller in absolute
value —i.e.. 1ore conservative --than those derived using the conven-
tional economic approach. However, it should be noted that the conven-
tional economic analyses summarized here control for only a limited set
of employee characteristics (e.g.. age and ycars of service in state
government) and, because of missing data. do not control tor many
other characteristics (e.g., education and total years of prior work
experience)}. Thus., it is not possible to say whether sex differentials in
pay derived from a more fully specified co.:ventional analysis would be
higher cr lower than those derived from comparable worth analyses.
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4.4 Longitudinal Analyses: Changes in the Sex Differential in Pay,
1981-86

Although the different estimators used yield rather different results,
the estimates summarized in tables 4.2-4 suggest that the sex differen-
tial in pay narrowed during 1981-1986. How did this happen. and to
what extent are the states comparable worth wage adjustments
responsible?

To highlight some of the issues involved, it is useful to stort with a
seeming paradox. On the one hand, as just noted, the comparable worth
analyses in tables 4.3-4 yicld estimates of the absolute magnitiede of the
sex differential in pay that are smaller than those obtained in the
conventional economic analyses in table 4.2, On the other hand. the
change over time in that differential is larger in the comparable worth
analyses than it is in the conventional economic analyses. For example,
the change in the FEMALE__ coeflicient between October 1981 and
April 1986 in the conventional economic results (standard regressors
with dummies. table 4.2) 15 (—0.1636) — (~0.2255)=0.0619. In con-
trast, the change in the PCTFEMAL coeflicient during the same period
in the class-level results using the comparable worth approach (raw
differentials with Haypoints with max pay. table 4.3) is between
(—0.0589)—(-0.1765)=0.1176 (unweighted) and (-0.0193)—
(-0.1618)=0.1425 (weighted). Similar patterns are evident in
table 4.4,

This apparent paradox — smaller absolute magnitudes of, but larger
absolute changes in. the sex differential in comparable worth analyses
relative to conventional economic analyses-—- can readily be explained.
however, and the explunation highlights an important point. Conven-
tional cconomic analyses of cross-section pay differences by sex at
different dates may be sensitive to differences in employee charac-
teristics (particularly, ones not included in the analyses) at those differ-
entdates, Since th 2 characteristics of state employees change over time,
estimated pay differences by sex obtained in conventional economic
anaiyses may change over time purely as a result of changes in the

C.
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characteristics of state employees rather than (or in addition to) changes
in the state's pay practices.

For example, sex differences in pay generally rise with age: young
persons of cither sex usually have relatively little prior work experience.
whereas ol'2r men usually have more prior experience than do older
women. Thus. even if the state’s pay practices do not change at all, an
influx into state employment of young women with little prior work
experience could produce the appearance of a reduction in the absolute
magnitude in the sex differential in pay in conventional economic
analyses of successive cross-sections like the ones in this chapter that do
not include an explicit measure of prior work experience because of lack
of data. Likewise. suppose that sex differentials in pay widen with years
of service in state employment (due. e.g.. todifferential rates of promo-
tion) and that the state reduces its hiring of new employees (who. by
definition, have zero years of state service and whose pay rates, by
assumption, would therefore differ less by sex than would pay rates of
employees with many years of service). In conventional economic
analyses of successive cross-sections, this could produce the ap-
pearance of an increase in the absolute magnitude of the sex differential
in pay even if the state simultancously began to reduce the pay differen-
tial between men and women with many years of state service.

In sum, the pay differential in conventional economic analyses at 2
given date may be an unbiased estimate of the overall average difference
in pay between men and women with given characteristics as of that
date. It may not be the same. however, as the overall average pay
difference between men and women with different given characteristics
as of a different date. even in the absence of changes in pay practices of
the employer. More generally. when the composition of state employ-
ment is changing, changes in the sex differential in pay obtained in
conventional economic studies of successive cross-sections do not nec-
essarily indicate how the sex difference in pay for a given set of
employees--a “fixed basket of goods.™ so to speak - has changed.

In contrast, comparable worth analyses are concerncd with classes
(jobs) rather than with individual employees. As noted in chapter 3.
they may fail to yicld an unbiased estimate of the overall average

132
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difference in pay between men and women with given characteristics as
of any given date. If the class (i.c.. job) composition of state employ-
ment remains essentially the same over time, however, successive com-
parable worth analyses of pay may amount to analyses of the same
“basket of goods.” and so may yield an unbiased estimate of how the sex
difference ir pay for a given set of cinployees has changed over time.

To adriress this question in greater detail. 1 selected random samples
of 1040 white men and 1.000 white women who were present and active
in state employment during the entire period (October 1981-April
1986) covered by the data. The nature of these data permits one to
abstract tfrom changes in characteristics of the state’s work force over
time that are an inherent feature of analyses of successive cross-
sections. | then analyzed whether. holding constant (changes in) per-
sonal characteristics and other (e.g.. environmental) influences, pay
rose by more or less for women than for men after the state comparable
worth wage adjustments.,

In these analyses. the state’s comparable worth wage adjustinents of
July 1983, July 1984 and July 1985 are denoted by three indicator
variables. AFTER783. AFTER784 and AFTER785. respectively.
These variables identify observations falling after cach of these dates.?
and operationalize the notion of the “comparable worth” variable C, of
cquation (3.7). Also. since the data refer to different dates, Tattempt to
abstract from cyclical and secular effects by including (in addition to
variables pertaining to consumer prices) time trend terms and/or mea-
sures of private-sector wages in both Minnesota as a whole and in the
Minneapolis-St. Paul MSA during the relevant quarter: these embody
the cnvironmental variables discussed in connection with equation
(3.7). The time trend terms are TIMETRND and TIMETRSQ. TIME-
TRND is defined as the number of years (and fractions of years) ¢lapsed
as of the current date since January 1. 1960, and thus increases by one
unit per year: TIMETRSQ is the square of TIMETRND (divided by
100, 1o facilitate formatting of the tables).’™ The private sector wage
variables, LNWGMINP and LNWGMSAP. are the (In of) private-
sector monthly wage rates in the state of Minnesota and in the Min-
neapolis-St. Paul MSA. respectively. as of the relevant quarter. (For
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discussion of the basic data underlying these variables, sce section 4.2.)
The price variables, CPINDEX1-CPINDEX4. give the value of the
Consumer Price Index for All Urban Consumers ("CPI-U™ in the
month immediately preceding the montk referenced by the data
(CPINDEX) or three, six or nine months prior to that. (For example.
for observations pertaining to October. CPINDEXT is the September
CPI-U value. and CPINDEX2-CPINDEXY are the CPI1-U values for
June. March and the previous December. respectively.)

Pooled OLS estimates

The first set of analyses of this question uses pooled OLS: I simply
pool observations in the random sample tor each sex tor ai 19 quarters
(making 19,000 total observations for cach sex) and estimate the models
described carlier (with or without percent variables, Haypoint variables
and standard regressors). Since these analyses are concerned with
samples of writes and are restricted to women (or men), they do not
include any race or sea indicater variables.

The results are summarized in table 4.5, for women, and table 4.6.
for men (the full results appear in appendix tables A4.8 and A4.9.
respectively). In all three models (with time trend terms only: with
private-sector wage variables only: or with both time trend and wage
variables). estimated compdrable worth effects as measured by the sum
of the coetlicients on the AFTER78i. /=3, 4 or § are about the same:
roughly 9 to 12 percent for women, abou, — 1.0 to 2.0 percent 1or men,
The AFTER78/ coetlicients are significant at conventional test levels for
women. but not for men. In models with both time trend and wage
variables (1) the wage variables usually are not themselves significant
at reasonable levels: and (2) the estimated comparable worth effects are
stmilar to those obtained in analogous models with time trend variables
only.'® In view of this. 1 focus on the “time trend” results (i.c.. those in
which the time trend but nor the private-sector wage variables are used).

The time trend results for women in table 4.5 are cssentially the same
regardless of which regressors are used: relative to what would have
been predicted on the basis of time trends and (changes in) their own
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Table 4.5  Summary of Pooled OLS Wage Regressions for Women
(dep. var.= LOG_HRLY': ¢ in parentheses)
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characteristics, women's pay rose by roughly 3 percentage points after
July 1983 (the date of the first set of comparable worth wage adjust-
ments), by roughly 4.7 more percentage points after July 1984 (the date
of the second set), and by about 3.7 additional percentage points after
July 1985 (when the third set occurred). Thus, the pooled OLS estimates
in table 4.5 imply that the cumulative effect of the adjustments on pay for
women was an increase of roughly 11.4 percentage points relative to
what would have been expected on the basis of trends and (changes in)
characteristics--such as accumulated seniority —cf the women them-
scives. These AFTERT81 effects are significant at conventional test
levels.

The pooled OLS time trend estimates for men in table 4.6 are also
very similar regardless of which sets of regressors are used. but are very
different from those derived for women. The estimates suggest that,
among men. pay (1) was essentially unchanged after the first set of
adjustments. (2) rose by no more than roughly 0.5 of a percentage point
after the second set and (3) rose by roughly 1.0 further percentage
points after the third set. for a cumulative increase of no more than about
L.S percentage points relative to what would have been expected on the
basis of ~~st trends and (changes in) individual characteristics. More-
ovel - of the AFTER78i coefricients for men is significant at
conventional test levels: in the statistical sense. the pay adjustments’
cffect on pay of men was negligible,

Fixed-effects estimates

Persons who were present during the entire period coverad by the daia
may not be typical of all state employees. so inferences based on simple
pooled OLS analyses of such persons may not readily generalize to the
state’s total employee population. To address this potential problem. I re-
estimated the OLS analyses allowing for person-specific fixed effects;
note that all regressors that cither are time-invariant or increase one- for-
one with time (c.g.. years since tirst entry date) now drop out of the
analyses,

Table 4.7 summuarizes these fixed-eftects analvses (the 1ull results
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Table 4.6 Summary of Pooled OLS Wage Regressions for Men
(dep. var. =LOG_HRLY; 1 in parenthe-.cs)
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Table 4.7 Summary of Fixed-Effects Wage Regressions
for Random Samples of Whites
(dep. var. =LOG_HRLY'; 1 in parentheses)

Tirae Trend Pvt.-Sector Wage Both Time Trend &

Variables Only Vauriables Only Pvt.-Sector Wages
Variable Females Males Females Males Females Males
AFTERT783 0.0341 00023 Q.0581 0.0230 (.0282 -0.0022
(2.395) (138 (6,820 (2.25%) {1.811 (LS
AFTERTRS . O0482 (.0061 0.0417 ~{.0037 0.0430 0.
(854 111,586 4 553%) {0.336) (2960 (0116}
AFTERT78S 0.0345 O.0096 0.0262 -0.0026 0.032% .0081

{3.33) (.77 (3794 (0319 {2.346) (0487

AFTERT78! Coefficients:
Sum 0.1 (.0180 (1260 0.0167 01040 0.0079
F-M At vy 01083 (L.0961

appear in appendix table A4.10). The estimates here are very similar to
the pooled OLS estimates.?® implying (for time trend models)
cumulative increases up to April 1986 of slightly more than 11.7
percentage points in women'’s wages and of about 1.8 percentage points
in mens wages. (Again, the effects for women are significant at conven-
tional test levels, whereas the ones for men are not.) The net gain for
women was thus about 9.9 pereentage points. It is interesting to note that
this is larger than the size of the reduction (roughly 6.2 percentage
points) in the FEMALE__ coefficient in individual-level analyses with
standard regressors (table 4.2). but smaller than the reductions (about
I 1.8 percentage points unweighted. [4.3 percentage points weighted) in
the PCTFEMAL cocthcient for class-level analyvses using the raw
differentials with Haypoints specification with max pay (table 4.3).
Thus. at least as regards wage efiects of comparable worth, the cross-
section conventional economic and comparable worth results bracket
the fixed-effects results: and the results implied by the unweighted
comparable worth analyses are quite close to the fixed effects results.

In sum. the bottom-line numbers for women and men are cumulative
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wage gains of about 11.7 and 1.8 percentage points, respectively, after
the comparable worth wage adjustments; the former effects are statis-
tically significant, whereas the latter are not.

In this connection, it is interesting to note that both the state adminis-
tration and the union representing most of the potential beneficiaries of
the adjustments wanted to make “comparable worth raises. . .an addi-
tion to rather than a competitor with general salary increases, {with] no
job classification [having] its salary lowered™ (Evans and Nelson 1989,
p. 94). Formulation and implementation of the adjustments were struc-
tured in a way that enhanced their add-on character. For example, both
collective bargaining over and appropriations or the adjustments
treated them as a special item, distinct from other pay changes (Evans
and Nelson 1989, pp. 92-103). The evidence from the analyses of this
chapter suggests that the objective of add-on adjustments was largely
fulfilled: oversimplifying only slightly. one can say that the actual effect
of the comparable worth wage increases was a net addition to women's
pay and no change in men’s pay. relative to the levels that would
otherwise have prevailed.

As implied in section 3.4, however, this need not have been the case,
despite the intentions of the major participants. The state ultimately
determines what all jobs (and workers) will be paid, and the notion that it
determines what one job (or worker) will be paid in isolation from other
jobs (or workers) is implausible. Whatever it may say explicitly, the
state might implicitly have chosen to finance larger wage increases for
some jobs (or workers) by making smaller increases for others, by
scaling down the size of cost-of-living increases., etc. Also, at least in
principle. men as well as women might benefit. On the one hand, th2 so-
called female-dominated jobs that were targeted for comparable worth
wage adjustments were not all 100 percent female: rather, men as well as
women were working in these job: 2! On the other hand. unions repre-
senting workers in predominantly male jobs inight resist the narrowing
of traditional pay differentials implicit in comparable worth (and. in
Minnesota, actually attempted to do so: recall note 29, chapter 3). Pay
increases for predominantly female jobs need not preciude pay in-
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creases for male workers, even though that was essentially the end result
of the adjustments that were actually adopted.

4.5 Longitudinal Analyses of Changes in Employment, 1981-86

Was employment affected by the states comparable worth wage
adjustments? As noted in section 3.4, T address this gquestion in two
stages. First, I estimate the employment demand function (3.10) to
obtain measures of the effect of wages on employment. other things
(e.g., prices, time trend terms and variables denoting the state of the
private-sector labor market) being equal. Then, I use the estimated wage
clasticity of cinployment and estimaies of the wage increase attributable
to comparable worth (as derived in section 4.4) to measure the actual
effect on employment.

Employment demand function estimates

The dependent variable in the employment demand analyses is al-
ways the natural logarithm of class employment. As the wage variable
(the W, of (3.10)), T use, in turn, either the maximum, the mean or the
minimum (In of the) within-class hourly wage rate. The semple used in
estimation consists of all classes with positive employment over the
entire period covered by the data.?? Estimates are presented separately
for “mixed” and predominantly female and male classes, where pre-
dominance refers to the proportion female in a class as of October 1981:
classes in which under 30 percent (at least 70 percent) of the incumbents
as of that date were female are called predominantly (fe)male. whereas
the rest are called "mixed.” The analyses control for prices. time trend
terms and/or private-sector patterns, where the latter are measured by
the (In of ) private-sector employment in Minnesota and the Minneapolis
-St. Paul MSA (LNEMMINP and LNEMMSAP, respectively) as of the
relevant quarter.??

The results —derived using either pooled OLS or fixed effects —are
summarized in table 4.8 (sec appendix table A4.11 for the complete
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Table 4.8 Summary of Regressions fo- " lass Employment Levels
by Type of Class
(dep. var. =In of class employment; indep var. =maximum/
mean/minimum In of wage rate within class; f in parentheses)

Fixed-Effects Estimates

Minimum Maximum Meun Minimum

Pooled OLS Estimates

Model, Class Maximum  Mean

Tinte Trend Variables Only:

Pizdom. female —2.4999 -3.1108 31704  0Q.68963 —0.3987 —1.05836
(31.293)  (44.816) (55.539) (7779  (3.730) (13.016)
Mixed ~0.1730 —-1.0122 —1.7845 1.6262 - 1.388 —~1.8270
(1.26T)  (13.328) (24831 (14.508)  (9.542) (20.279)
Predom. male ~1.8014 -2.1028 —2.3512 0.5929 -0.6349 -1.1818
(54.781y (69.654) (89.986) (14.633) (14.039) (36.778%)
Private-Sector Employment Variables Only:
Predom. female —24983 —-310890 -3.1693 0.7086 —0.3713 - 1.0378
(3127 (44.789)  (55.51% (7.036)  (3.492) (12.830
Mixed -0.1734 - 1.011¢ -~1.7829 F.O38C  —-1.2646 —1.7944
(2375 (133300 (24.825) (14709 (9.168) (19.941)
Predom. male —1.7999 21009 -2.3492  0.5851 -0.6185 -—1.1665
(54753 (69.612y (89930 .4.560) (13.786) (36.490)
Both Time Trend and Private-Sector Employment Variables:
Predom. female —2.5004 —-3.1113 31708 0.7089 ~-0.4131 - 1.0679
(31.289) (44.810) (55.530)  (7.820) (3.816) (13.121)
Mixed -Q0.1730 —-1.0123 —1.7846 1.6693 - 1.3028 —-1.8242
(2367 (13.325) Q48260  (14.840)  (9.326) (20.139,
Predom. male ~1.8014  -2.1028 23512 06000 --0.6459 -1.1954
(69.649)  (89.980)

(34.778)

(147300 (141600 (37.006)

results). Both in the pooled OLS and fixed-effects results, the wage
elasticity for a given group is essentially the same regardless of which
set of regressors is used (time trend terms only: private-sector employ-
ment variables only: or both time trend and priva*z-sector employment
variables).?* In the interest of brevity, the following discussion focuses
on the time trend results (i.¢.. those with time trend but nor private-
sector employment variables).

The first half of table 4.8 presents class employment function esti-



132 The Economics of Comparable Worth

mates obtained using pooled OLS. The coeflicient on the wage variable
is always significantly negative and almost always greater (often, sub-
stantially so) than unity in absolute value. These are hard to accept as
estimates of demand elasticities: as noted in section 3.4, negative wage
coeflicients obtained using pooled OLS may reflect only the hicrarchical
nature of Minnesota state employment, rather than a negative effect of
wage increases on employment in a given class.

To address this problem, I also estimated employment functions using
fixed effects: these results are summarized in the second half of table
4.8. As one would expect. the wage coefficients here are lower in
absolute value than those obtained using pooled OL.S. Indeed, when the
maximum (log-)wage rate is used as the measure of the cost of labor. the
coefficient is always positive. On a priori grounds, the maximum
(log-ywage is a less appealing measure of the cost of labor than either the
mean or minimum.?® The positive relation between the maximum
(log~-)wage and employment warrants further study, however.

This result apart, the fixed-effects results for equation (3.10). like the
pooled OLS results, generally imply a significantly negative relation
between pay and the level of employment within job classes. The time
trend fixed-effects estimates (with the W,, of (3.10) defined as the mean
In of pay) imply clasticities of employment with respect to wages of
about —0.40, —1.30 and —0.65 for predominantly female, mixed and
predominantly male classes, respectively. Recall that, as noted in sec-
tion 3.4, these are best regarded as output- (or budget-) constant em-
ployment elasticities. exclusive of any employment reductions attributa-
ble to the decline in the purchasing power of the state’s personnel budget
due to th. comparable worth wage increases.

These estimates (particularly for mixed classes) are larger inabsolute
value than those derived in previous work on state and local government
emplovment (see, ¢.g.. Ehrenberg and Smith 1987a; and Ashenfelter
1977). The present research differs from prior studies in at least two
potentially important respects, however. First. most prior work used
either aggregate time-series data (c.g., Ashenfelter 1977) or aggregate
cross-section data (e.g.. Ehrenberg and Smith 1987a). whereas this
research of course refers to a single governmental unit. Second, unlike
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the earlier analyses, this research is concerned with a setting in which
there was substantial and (if the participants are to be believed) genu-
incly exuenous variation in wages, variation that was not dictated by
market forces. This does not necessarily mean that the Minnesota
experience is the equivalent of a controlled experiment, but it may mean
that problems of aggregation, imprecision and simultaneity affect the
present study to a lesser extent than was the case in prior work.

Estimated employment effects

Given the cumulative effects of comparable worth on wages, dis-
cussed previously, the employment elasticities just discussed imiply that
the cumulative effects of comparable worth on employment were about
—0.40x11.7=—4.7 percent and —0.65 X 1.8= —1.2 percent for pre-
dominantly male and predominantly female jobs. respectively.

Thus. these estimates imply that the cumulative three-year effect of
comparable worth on both women’s and men’s employment between July
1983 (the date of the first comparable worth pay adjustments) and April
1986 (the end of the period covered by the data) was not much different
from oss of), at most, several years of employment growth, “Ex-
ogenous” employment growth associated with trends (TIMETRND.,
TIMETRSQ) and price changes (CPINDEX1-4) between July 1983-
April 1986 was about 8.0 percent for predominantly female jobs, 19.0
percent for mixed jobs and 10.1 percent for predominantly male jobs. 2
For each type of job, this exogenous employment growth is more than
sufficient to offset the effects of the wage increases that actually occurred
over the same period. For example, between July 1983-April 1986, the
actual mean In wage increased by about 0.178. 0.135 and 0.135 yor
predominantly female. mixed and predominantly male job classes,
respectively. Evaluated at the appropriate wage elasticity of employment
(—0.40, —1.30 and —0.65, respectively). these changes in (mean In)
wages imply ceteris paribus wage-induced employment reductions of
about 7.1 percent, 17.6 percent and 8.8 percent, respectively — less than
the employment increases implied by exogenous factors during the
same period. Note that the actual changes in (mean In) wag 2s include the
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effects of the comparable worth wage adjustments: in the absence of the
adjustments. then, wage changes would have been smaller and the net
growth in employment would have been larger.

In sum. the wage adjustments not only did not reduce the level of
anyone's pay. they also did not actually cause anyone to lose his or her
job. Rather. they meant only that subsequent employment growth was
smaller than would otherwise have been the case. The real losers from
the wage adjustments. if any. were taxpayers and individuals -- particu-
larly women—in the private sector (or outside the workforce) seeking a
state job.

4.6 Summary and Conclusions

The results of this chapter may now be summarized briefly. On the
methodological plane. there is little to support the usc of class (job) level
regressions, with or without Haypoints and whether weighted or un-
weighted. to analyze sex differences in pay levels. On the one hand. the
aggregation of individuals into jobs that is inherent in comparable worth
analyses consistently yields estimated sex differentials in pay that are
noticeably larger. in absolute value. than those obtained in otherwise-
identical specifications using individual-level data. On the other hand.
adopting all three main elements of comparable worth analyses simul-
tancously —using jobs rather than individuals as the unit of analysis. an
administrative pay construct rather than actual wages as the dependent
variable, and job evaluation scores instead of employee characteristics
as independent variables — yields estimated sex differentials in pay that
are smaller. in absolute value, than the ones obtained in conventional
economic analyses of individual-level data that use the limited set of
employee characteristics variables available in these data.

In contrast. comparable worth cross-section analyses — particularly
unwcighted ones —of pay at different dates yield estimates of the change
in the sex differential in pay that are reasonably close to those obtained in
fixed-effects analyses of individual level data,

On the substantive question of the effects of Minnesota’s comparable

141
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worth wage adjustments, the evidence suggests that although the adiust-
ments certamly did not eradicate the female/male pay gap in Minnesota
state employment.?7 they did reduce it. Women clearly received wage
gains, relative to what their pay would otherwise have been: although
the estimates also imply that men enjoyed some wage gains as well.
these are very small and statistically insignificant. Relative to what
would have been observed in the absence of the wage adjustments.
employment in female jobs fell. However. relative to prior vears, em-
ployment in female jobs rose: that is. wage increases (i.nd induced gross
reductions in employment) for female jobs were offset by other forces.
leaving a net increase in employment. on balance. relative to prior
years. The eflects on pay were of fairly moderate size: not surprisingly.
so were the resulting effects on employment.

NOTES

Pln T9RS the Jegislature required focal posernments 1o nuhe pasmient on the basis of
“eomparable work value™ o primary conadenation” i municipal employee compensation degt-
sions. See Locat Government Pay Equaty Act (Minnesota Statutes, chapter 471991, sabdinvision
Sh

S Most of the tollowing discussion s based on Counal on the Feonomie Status of Wonen
(1982). Evans und Nelson (1986, 1489y und Rothohild (1984, [983h, 1985,

Y Huy Assoctates fed the commttees in therr evatuation of the first 250 johs, the Department of
Personnel representatives then fed the commintees in evaluating the next 2080 jobs | the remaining
Jobs were evalugted by the Department of Personnel representatives with input frons the ather
committee members s needed. Hiy Assocnates evaluated “key manapenal, personnel. and particu-
Fatly sensitve classes” (Minnesots Department of Finance 197494 p 1%

* For example, Committee “C™ imncluded o human resources specisbst, o semor clerheste-
nographer, an agricultural eld mspecton o principal highway technicien, the personnel director in
the Depariment of Adnuinistration. i natural rosources techmician, an executive 1 the Depariment
of Public Safeny. and & Department of Personne! representative. See Minnesata Deparniment of
Finance (1979, p. 171,

* Even before the states comparable worth pay adjustments, pay for relatively low-level
ovcupations in Minnesota state government exeeeded thut in the private sector iMmnesota Depart-
mentof Finance, 1979, esp.pp 143 [-441 Forexample. .. evenbefore we started our pay equin
program. our office and cerical workers were pad 15 pereent shove the provadimg wages”
{Rothchild 1983b, p. 7K),

® The tash force s study war imited tostate obs that 11 rhad been wsapgned Hay point scores, (2
had at Teast [ meumbents and (3rwere predonunantly mabe (4 e obsin which at feast 70 percent
of the meumbents were mudeor predomumantly female oo L at least 80 percent of the mcumbents
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were female)r. About X8 porcent of nongcadenne state emplovment sas i job Classitications
meeting these oriteria. (See Rothehild 1985, p. H0R)

* In Minnesota state employment, jobs are ustally reterred toas “classex™ or “clussifications ™

¥ The available slice files cover October 1981, January and April 1986, and the months of
January, April, July and October for cach of the years 1982 - 1985 inclusive. making a total of 19
quarters. Each alice file contains dista on about 30,000 employees; in total. the 19 alice tiles contain
over SEC.000 records,

¥ The unique identitier s the emplovee’s serambled Social Security number. Hthank James Lee
and the late Paul Roberts of the Minnesota Department of Employee Relations tor preparing the
slice files. and Jun Anderson. Florence Buggert und Jumes Lee for answering queries about their
cantents,

1 About 7 percent of the individuals in the shice tiles have state employment entry dates that
change over time (usually because they leave and then re-enter state employment), | extracted both
the carhiest and "moat recent™ (as of the end of the relevant quarter) entry date for cach person. Also.
for some individuals, certam information (concernmg, forexample, birth date or sex) ismissing in
the initia] record but is available in later records. Textracted such information and appended o all
records for each such person.

P Asshown in tuble 41 T use a quadratic form for jobs Haypoint scores, i.e.. include both the
actual Haypoint score (HAYPOINTY and its square tHAYPGISQ). This allows for the possibility
that pay rises with Havpoints at a decreasing rate. In the jargon of job evaluation practitioners, this
quadratic refation between pay and evaluation points — rising. but flattening outat higher evalustion
puint values —is o “doglep”pattern (see. e g, Farnquistetal. 1983, p 362, This quadratic relation
is in fact ohserved in Minnesota tsee. e go, appendin tables A4 1-6), in San José tsee chapter S and
Stackhouse {980) and elswewhere (see, eog.. Wilhis and asocrites 1974, 1976y,

2 That ix, the “pereent female™ variable varies between cero (for all-male jobsy and unity for
all-female jobea, so that the coethuient on this vanuble indicates the change in pay when “percent
female™ chunges from zero 1o unity. other things being cqual. (Suntlarly, the coefhicient can be
multiplied by 0.5 to vicld the eflect of changing from an all-male job to one that 18 50 pereent
female. ) Newe that, in the second (percenty sersion, nerther sex nor ethnicity 1s among the “other
things™ being held constant

' Analogounsty, studies of umon wage effects might ask (0 how pay for workers differs
depending on whether they are tn 100 pereent or O pereent organized firms, ¢h-1) how pay for
workers of given union status differs depending on whether they are in 100 percent or O percent
organized firms, andior (b-2) how pay for warkers i frems that are organiced ro the san ¢ degree
differs deperdmyg - their union status. Addressing question () would entail @ specitication
analogous o the pereent verston used hered addressing questions by would eotaib i sprcitication
unalogons to the dumm & % version used here, with answers (o th- Ty derived from the coethcient
ona prreent organiz @7 vanahle and answers (o (h-2rdenived from the coetheieaton an is s union
member” dummy vartable,

H Forexample ., for the stundard regressorsspecification for October 1981 (see table 3.2y dn ¥
for the dumm & % version s —O0.02084 ¢ =0 3740 (0 SRR21= 0 2389 v, uvocicient in the
dummies version of - 2255

' Controlling for Hayponts or the standard regressors reduces the class camposition effect
e, the PCTFEMAL coctiivients substantialls. but reduces the sex effect per se te.. the
FEMALE__  coeflicientr by only a smualt amount, i the dumm & ¢ version retautive to the pereent
verston,

i Nate that the anady aivundetving the - 28 percent ditferentat excludes classes thatether ¢ 1)
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are unrated (do not have Haypoint valuesyor €2y have fess than 10 incumbents. Both hinds of classes
are predominantly nale and generally ental rates of pay that are well above average: their exclusion
clearty reduces the differeatial relative to w hat would he obtained were they not excluded.

7 Thus, these indicators are cumulative: for exampie. an observation dated September 193
will have AFTER7R3=1 and AFTER784 = AFTER785 = 0. but one for September 1984 will have
AFTER783: AFTER784 = | and AFTER78S =0,

™ Unemployment rates for both men and wormen in Minnesota and the Minneapolis-St. Paul
MSA rose carly i the 1980s with the onset of the 1980-81 recession but fell during the mid- 1980,
so a quadratic in time seems much more appropriate than a simple near tme trend . (TIMETRSQ
is generally signiticant at conventional test levels i both the pooled OLS analyses of tables 4.5-6
and the fived-effects apalyses of table 4.7, discussed presentiy.)

 Alsa. the results are not sensitive o mclusion of higher-order terms ih private-sector wages
(e.g.. the square of INWGMSAP) nd/or terms in private-sector emplovment levels,

* In contrast with the pooled OLS results i the fised-effects results the private sector wage
varigbles are often statistically significant at conventional testlevels. The fixed-effects estimates of
comparable worth effects (the AFTERT78i covflicients)yare very similar regardiess of which sets of
regressors are used. however. Thus, in the interest af brevits, the discussion of fixed-eflects resulis
in the text focuses on the time trend maodels.

T As noted carlien. the state estimated that about 10 pereent of the beneficiarios of the
adjustments were nien (see. e.g.. Rothehild nid. p. 4

** Jobs with zero emplovment at some point are. al least at that point, inframarginal and so are
noton the relevant demand function trecatl section 3.4). Jobs with positive emplos ment tironghout
the period of anadysis may be atypical. but later on 1 addiess this potentia! problem using tixed
etlects,

% Like the private-sector wage varhles, these prvate-sector employment variables are de-
rived from the ES-202 file, discussed in section 4.2,

4 Alsoo the results are not sensitive to inclusion of higher-order terms in private-sector
employment (¢ g, the square of INENMSAP) and-or terms in private-sector wages.

** The maximum does not appear 1o be a very meaningful measure of the cost of lubor: the
praportion of employees actually paid the maximum wage rate for therr class i never more thun 31
percent inany guarter covered by the data (in most quarters, the proportion is between 22 and 29
pereent). The proportion of persans sctually recerving the maximum changes ina cyctical fashion
hecause of the manner in which pay charges are implemented: between July of any given year
twhen new pay rates usually teke effect and the tollowing Apnl. the proportion receiving the
maximum mercases steadily, and then falls in the tollowing July as pew pay rates tiuke effect. Also,
recall from section 435 discusston of the cliss-Jevel resalts for pay that the variance of maximum
tIny wage rates s smaller than the varance of mean or minmum (n) wage rates: usipg maxima
mstead of means or minitu m effect tends to ove © 1 the simidarity of jobs pay rates

*® These figores are derived by multipiving the fised-effects time trend coefficient estinuates
shown in the “mean”™ column of appendix table A4 T for TIMETRNIL TIMETRSQ und
CPINDENXT -4 for cach tvpe of job by the changes in these variables betwern July 1983 Aprl
1486

T Contrary to the rather self-congratulatory comments of CESW (IYRS, pp. 1. 18, J986. p. 2
quoted earlier inthis chapter. As shown intable 3.3, even the approach that s apparenthy preferred
My comparable worth propanents vields asex differential tnpas that is net statistically significant at
the comventional § percent level onhy 1t one excludes aff jobs that either do not have 2 Huay point
rating or clse have fewer than ten incumbents
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Appendix Table Ad.1(1} Individual Pay Regressions, October 1981
(dep. var.=LOG._HRLY; ¢ in parentheses)

Raw Differentials

Raw I)iﬂ's:. ';s'iit—l.llap points

Dummies  Percents Dumm & % Dummies  Percents Dumm & ‘%
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(dep. var.=LOG_HRLY: 7 in parentheses)
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Individual Pay Regressions, October 1981

Mandard Regressors

Dummies  Percents

FEMALE__
BLACK. __
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Stand. Regs. with Haypoints
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Appendix Table A4.2(1) Individual Pay Regressions, April 1986
(dep. var.=LOG_HRLY: ¢ in parentheses)

Raw Differentials Raw Diffs. with Hay points

Dummies  Percents Pumm & ¢ Dummies Percents PDomm & %

FEMALE (12188 - 0136 — (3 (6KR]) -0.013
(67,7497 (AUShH £33.3086) 4. 78
BEACK. 00273 - {3 IOURYR ~{10164 - (LAN80Y
AEEM ) TR 12128} ((1.997)
INDIAN_ . 00726 - 117 - U180 - (L0108
4.397) (1728 ¢ T (1.(2%;
HISPANIC - (1.0OSNT OU00RS -0 (1216 tOOOR Y
(LI8% YTy (0191 (L0
ASIAN. (iR -4 (0782 - 467 —{) QURY8
12 NNy (0. 379 (3 79% () TORy
PCTHEMAL -4) 3796 « (), 3654 ~-0.1M7 -0 1081
93 720 (601565 (42 468 (26.68N
PCTBLACK BE AL (LUK - (037N EXINIAL
(1. SK(" (0. 797 t 56y t1.168)
PCTINDIA -1 Os9 ~ 10474 - (1878 -L1772
17 T8 1689610 t4.906) (-8 3681
PCTHISPA - (18778 -{} 87%7 ({580 {1 1142
{R S48 (8 26K (103 (o 9RA)
PCTASIAN 7Yyl () Ripy - {3781 =~ 368
(12340 tih Qdn tHUOShH (K.47h
AGE__ .
AGE. . SQ
SVC. FRST

SVC_F_SQ
SV MREC
SVO_M_SQ
AGESVO |
AGESVO M
HANDICAP
VET VIET
VETOTHER

HAY | MISS 1R {1 7R (.78 01
178 RS (led 42 (164 4704

HAY POINT £ O (9] IR AL
L P& (127 30Ty 127 T
HAY POIN) GO 00015 000154
5% 483 (S8 (2K (55.{M5

Intereept X s 2 SRR RERL RN bRI66 b RUTS I BU7S8
IR ORI Saby 10T 68T (456 2258, (43X R (13K 4dan

R TR {23 [FIARSI T HIRS ) OR6GY {1 6X66
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Appendix Table A4.2(2) Individual Pay Regressions, April 1986
{dep. var. =LOG _HRLY: ¢ in parentheses)

Standard Regressors Sand. Regs. with Haypoints

Dummies  Percents  Dumm & % Duommies  Percents Pumm & %

FEMALE . -0.1636 00178 —(L{M38 ~ U4

151,000 4.310 (2231 (1.060

BLACK . _. 00165 00277 0L.0122 00262
(1478 10,248 {1.83%) (1376}
INDIAN _ AL (o5 (00002 — (1003 0.00047
(3204 {015y (038 0. 109

HISPANIC -0.0268 0.0102 0.0148 0.0100
£1.643) ((L63T) t1.820 (100
ASTAN_ (.08 ~= 063 = (LAKG0ONR SRR S IR
(4631} (0.938; (0873 (.56

PCTFEMAL - {2974 0.8 SLORE? -0.0719
[WRRL (5] 4ty [RISRLXT (20 K

PCTBLACK {3.2456 02424 (1189 (L1162
§7.275) (6.82M {5,650 (8 4%

PCTINDIA (1.8593 ~{} RAR4 {11261 =0 1264
(162161 i15.636) (3,803 (3.68%)

PCTHISPA (L3077 R S AT (3 Ouh1 = (U863
6,790 6. 71 (2 563) (2224

PCTASIAN 1.1704 11929 0.0162 (.0206
(M) 335 {19 80T (.447) t3.543%)

AGE__ . £.0390 (10383 (1.0354 00164 (3.0]43 0143
(37440 t35 60N {35,665 {23,274 (228263 (22.87%)

AGE__ §5Q (L4142 -{.3.°8 - {3 IR2 —-{} 1299 -3 1246 - 1249
(38K (IR Ty (IR 805 {16,044 (15 48N (185161

SVC_FRST (L0127 0147 LUl L0106 0.0111 Q0112
(34 {3 845 t3 6Ky 14.420% (5.673) (4. 696}

SVC F SO ~(LOJ6S 000000 - 000313 (Y 2562 0.2606 {).2886
(.243) (.00 (103 IRICXIS ($.025) {3.995)

SVC. MREC 000661 OO0517 £ 00501 (a0 00116 00118
t1.063) (1,368 (1327 t5 HXh (4.96(1 (4.902)

SVO M_S -0 1835 ~{} 634 EEERIIRTY -(1L6d63 - 0640 ~ 6433
(3254 (3,540 (382 14 4760y (1001 19 QO

AGESVC F -0 0983 — (874 URRT Y -{1.2613 (12758 --0.3788
(0 GRS t1.658 {16660} (1. 394, {4 .6600} (4,665

AGESVC, M (1 1460 (1576 (1660 0. 1348 (0. 1631 0 1634
(1.50%) (170 11,736 (2 7583 (R (Ko

HANDICAP BRI Uy —{} (M 39 LGSR0 AN 0026 - .00291
(§.397y (78R I8 O7T8) L7y (.65 {1 K3K)
VET VIET - (3.026% -ulal - (LUK ~(LOUISE - (O - (L2 76
£S U760 (5 324y th 145y (W 173 (LU05) I RR3)
VETOTHER -0 0360 {1407 450 LSRG O 6T - {0868
(7127 (X 651 £4 360 i1 624y 12 10K £ KUK

HAY_MISS (1 7873 (1.7374 (17371
(1RA RO 1176 665 (176 6143
HAYPOINT 000268 {} (X1X587 ERE Y
tH3 077y 127 140 t127. 165
HAYPOISQ ~EHURNRS (KO £LO01 79
185 189 (82702 (52 72n

Intercept IR L RN 1 623 b azin P 2R} | 457} b 3872
(75 Oufy b 05, iXh 42 [N AL S ST SR U W Y (123425,

R- [EIRRIER 0 Wsn (IR 0 7624 £y 7656 Y 7TH87

15
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Appendix Table A4.3(1) Class-Level Pay Regressions, October 1981
(unweighted; dep. var. =log of class max./mean/min, pay:
t in parentheses)

Raw Differentials

Raw Diffs, with Haypoints

Max, Pay  Mean Pay  Min. Pay  Max. Pay Mean Pay
PCTFEMAL —-(3.338] ~(1371% —0.4002 ~-0.1765 ~(.202%
(16,133 (17.22% {17,294y {10890 {12464
PCTBLACK U.0463 (.0858 1788 -0.0118 —0.00892
{1738 (0. 858) (012N (1.25% (). 19(h
PCTINDIA ~(LOSIR ~{LO77R —0.092¢ A DA —£.{0471
((1.43.4) (62D 11,650 {0217y (.82
PCTHISPA -1 0940 - (.00S8 - (.0890 ~Q001212 -~(1.1268
. 7HY .76 (.66 t1.3h t1.398)
PCTASIAN (L0566 - (82 - (L1470 (LOIRS {10763
(1327 {12584y € 77 TERENY (N1.54.1y
AGE__
AGE__SQ
SVC. ERST
SVC_F._8Q
SVC_MREC
SVOC_M_SQ
AGESVC_F
AQESVC. M
HANDICAP
VET VIET
VETOTHER
HAY . MISS (7607 (07972
(AR QR (30200
HAYPOINT (.00203 00203
(193X (19 305
HAY POISO - L0008 - (0 OB0TK
(685 (4 .086;
Imtercept 2R 25114 2 363K | RASS ] 788K
268 1260 (256 465 123 BTy (70 RSy LRI
R {1 {354 RS (1.1536 £ 8278 ¢ 5897
152
L W

Min. Pay

~(1L2218
(12784
0.00584
(L1160
~.0682
(1.675)
-0.1248
{1287y
~(1L 1696
(1.23%)

0. 8430
(29 916)
(L0203
(IR 194y
—{1L(KK)T3
(7.93
1 7137
(61.32%
0.5628
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Class-Level Pay Regressions, October 1981

(unweighted; dep. var. =log of class max./mean/min. pay;

t in parentheses)

May, Pay  Mean Pay  Min. Pay  Max. Pay

Standard Regressors

PCTF ‘EMAL
PCTBLACK
PCTINDIA
PCTHISPA
PCTASIAN
AGE
AGE____SQ
SVC_FRST
SVC_F_SQ
SVC_MREC
SVC. M SQ
AGESVC. F
AGESVC. M
HANDICAP
VET_VIET
VETOTHFER
HAY . MISS
HAYPOINT
HAYPOISQ
Intercept

R.‘

~-0.2673
(12,500

—(LO0SK7

.103%)
- (L0441
(0,450
NG
(1L.54%)
(.0883
0 567
a.h™m
(14454
—1.2039
(12.024)

~ (L0226

(0,297
1.2939
(1,949

SIERRR
(t} S84

-0
(2918
~ {11434
1.087)
-0.07139
{2,038

- (1593
(0378
ERIRY

-0 2850
(13.215
0.00317
t0.055)
00724
(0 658)
= Q.0501
(1.45.4)
--0.00089
t0.004)
01264
(15480
—1.2959
(12837
0.00026
(0035
{2519
{1.6561

411224

(626

-U.1136
(1835,
-4 1428
(012
- (L0076t
REUIT

- (LT
(213
€34

O
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Stand. Regs. with Havpoints

Mean Pay  Min. Pay

-0.1926

—-(. 1648 —-(.1783
(13 e (9.654) (10,675 (HY 6y
0.0241 - (3.04907 -(.0353 0.0193
). 3% (0919 0813 (0414
(L84 - 0166 ~{}.0442 ~0.0615
(L7327 (0. 1964 (0.529) (0.68%
—{1.0384 -0.0%8  —(.0935 —{1.0866
(0.32% (1170 (1. 1IR) (0.962)
-0.1018 (0.0561 ~{.0200 =43, 1090
(1,600 ((462) (L 168y (1. 850
(.13 (10619 0.0682 00708
14,99 (9. 461 (10.780 (10.26%)
~1.3549 - {).6058 06753 —0.6908
(12,427 (7.5 (8.57% (8.160)
-0.00141 (1.00979 0.0134 0.0134
(17 t].639 {2,294 (2125
0.2747 0.2036 G 1500 OIS
SN (1730 ¢l 290 t1.268)
- (1 16 SOLR2IR -0 - 3432
(1).-498, (213 (23N (3 148y
<01 - OR6S < (L0843 - (LURLT
(287 (.79 (2772 (2479
-{1L 1478 SDOUNT D093 - (925
(3 854y 13.625) {34661 (3184
-0 O70R {1396 - (MO0 -0.0329
(2.5 (2.0 (2 {1,590
{} 6377 (L6781 07216
(25 3R6) 126.785%) (36397
€ 00170 100164 (130164
t16.896) (16 613 (15.3R%
=L U0RG ~ (L0005 CO0083
t8 (7R 7. 308 MR}
(1.5146 (.S191 (12788 01606
X (BTN [RERUAS (12393
0 3457 £.5838 6293 16274
o9
- Vo
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Appendix Table A4.4(1)

Class-Level Pay Regressions, April 1986

(unweighted; dep. var. =log of class max./mean/min. pay;
t in parentheses)

Raw Differentials

Max. Pay

Mean Pay

Min. Pay  Max, Pay  Mean Pay  Min. Pay
PCTFEMAL -0.2328 -(.2618 NG S RS -} OS8R -0.0780 -(.0988
(12,258 (13.27 (13.696) (4.330 {5.662) (6.397;
PCTBLACK Q0. 1041 (. 1035 Q1127 0.0592 0.0550 (L0584
(1.621) (1880 (1.564) (1.340) (1.22% (1.206)
PCTINDIA -1} 882 -} {872 —0.1796 —=0.1263 - 1261 -0 1173
{(1.859) (1 80 {1607 (1.847) (1.819) tl 563
PCTHISPA -0.0642 -, (1358 L L ARAS -0.1586 ~0, 1442 -0, 1322
(.6t (.39 (0. 189y (2,196 (1.969) (1.668)
PCTASIAN 0. 1054 (3 085 (L.ORY3 0.0148 =L 00730 ~(.00631
() 88y {1601 (().666) (. 181 {0,088 (0070
AGE_____
AGE_ _ §Q
SVC_FRSY
SVC_F.8Q
SVC. MREC
SVC_M_SQ
AGESVC |
AGESVC. M
HANDICAP
VET VIE]
VETOTHER
HAY _MISS R LY 910 (1.9682
(37.942) ROIRIT 138 56%)
HAYPOINT 0.00241 (4.00247 0.00252
t260.89% (17014 {25,555
HAY POISQ SO L7 00T =000
(18,405 (15 143y (13.5583%)
Interoept RN JTRG2 RIPARLY .60 JIRATH 1.8758
(3 24y 2R6 YRy 261 2% T R (86 023 (760160
R? (0Q791 {15428 (3.5023

(1 o908

(952

(15670

Yot
{'...'2

TS

Raw Diffs. with Haypoints
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Class-Level Pay Regressions, April 1986

(unweighted; dep. var. =log of class max./mean/min. pay;
t in parentheses)

PCTFEMAL -0.1558

PCTBLACK
PCTINDIA
PCTHISPA
PCTASIAN
AGE___
AGE___8SQ
SVC_FRST
SVC_F_SQ
SVC_MREC
SVC _M_SQ
AGESVC_F
AGESVC_M
HANDICAP
VET_VIET
VETOTHER
HAY _MISS
HAYPOINT
HAYPOISQ
Intercept

R.’

Standard Regressors

Stand. Regs. with Haypoints

Max. Pay Mean Pay  Min. Pay  Max. Poy  Mean Pay  Min. Pay

~(.0407

-0 1704 —~{ . 1941 -(.0809 = {1.0664

(8.13%) {R.792) 4234 (2.8 (3.58%) (4.301
0.0183 0.0133 0.0153 (.0236 0.0179 0.0189
(0.322; {023 (0.245) (0.560) (043 (0.420)
-0.1645 —(). 1880 -0.1476 -0.HISS -0.1088 -0.0910
{1.87%) (1.7 (1.532) (1.78% (1.702) (14000
- (L0826 0.0261 0.0514 01117 - 0.0824 - 0.0665
(G 089y (.27 .50% (1.632) (1.22%) (.90
(. 1088 (3.0991 01014 0.03237 (1.0237 0.0260
(1.032) (.93 {878 .42 (0.3t (.31

0.1349 (1459 0.15348 00620 0.0704 0.074]
{16.607) (17.745% (17,352 (9.859;  (11.364 (11.0158)
-1.3167 - 1.4183 - 1.4959 —0.8707 - 0.6430 ~(1.6728
(13,525 (14,360 {13988 t7.654 {8.764) (8. 441
0.0912 Q.0872 {11061 0.0554 0.0610 (.0689
221 (2.7 (2.340) (1.817 (2.0 (2D
0.9986 (1.9796 (.995¥ (L7117 (. 7195 1.77749
(1.3583%) (1.3 (1.228) (1. 305) (1 341 {1,333y
- {(1.0961 ~{1.0974 -0 1064 —0.0482 < 0.0456 -0.0529
2.344) (2.348) (2370 {1,402 (1.530 t1.631)
-{1.7661 - (17648 ~{1 7303 —(1.60K8 ~{.6834 ~{1.6932
(1 035 (1.000 (0.898) (LIt (121 (1. 184
-2.1193 =2.2087 -2.3937 - 1.4062 - 1.5063 - 1.6970
(2091 (2.158Y (2150 (187 (2043 (2118
20382 20825 RIRRAE! ey 1.1552 RIC
(2020 (2020 £ 2.008) (14949 {1.57&% {(1.65T)
-0, 10 {0 JU - {31071 —(LOWR ~0.0346 ~ (L0430
2740 REATT {2,676} (1477 (1493 (1.4901
—1).0551} YA NALTAT —{1LOp3R —{L0387 -0.0430 - {1473
11.87TH t1.99%; t1.98%MN t} 78D (2.01% (2044

— (LS8 - (L0636 — (L0695 (L0 - (L0973 00101
(2 486} {2 446 12391 (603 (0. 504 {1 484
(17550 0.7772 () 8IS7

(32 80 IREESIE) (33.648)
0 00208 0.00204 (.00206

(23.18%) (13510 (21801
SLOOOYT 00083 - DOORR

t13 UKy (12 XKih (120

RGO - (1.7017 S0.9605 0.5846 {3024 1258
t2.243% 4 2% (5 235 4 7400 12479 (1937
03010 1. 3441 13414 (L6luR 4.6629 {+ 6606

¥
Yy
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Appendix Table A4.5(1) Class-Level Pay Regressions, October 1981
(weighted; dep. var. =log of class max./mean/min. pay;
t in parentheses)

Raw Differentials Raw Diffs. with Haypoints

Max. Pay Mean Pay  Min. Pay  Max. Pay Mean Pay  Min. Pay
PCTFEMAL  -0.37R2 - (. 4832 ~{1.4951 -0.1618 -0.2718 -0.3138
(94.5460  (137.555) {149 957y (47.058)  (95.666) (111.807)
PCTBLACK 0.2624 0.1193 0.2388 0.0703 —-0.471 0.0909
16.875) (3520 {7.484) {2.385) (1.936) X774
PCTINDIA -(.9720 - 1.1138 ~-{1L.RQ22 —{1.025} - 1741 ~{1LO7I8
{14 918y {19254 (16.37% (Q.49T) 4.15% (1.73%)
PCTHISPA —-1).3938 - 0. 7088 -0.57(4 -0.2390 -0.5118 --1.3059
(543 {11.03n 941D (.27 (11.069 (8.870)
PCTASIAN 1.7567 14502 LHow 0.5413 0. 1706 -0.0371
(26140 (23,300 (19,766} (10,235 {3.905) t0.860
AGE_____
AGE___ SQ
SVC_FRST
SVC_F_8Q
SVC_MREC
SVC_M_SQ
AGESVC_F
AGESVC_M
HANDICAP
VET_ VIET
VETOTHER
HAY_MISS 0.5709 (15368 (4360
(108,773 (120.30% (UR.82 1
HAYPOINT IS 000210 0.00167
(700034 (90 YR (71937}
HAYPOISQ S0 - O.00084 -0 (KX4S
{19830 RIURES (16.522)
Intercept RARIY: 2040 2 ] K94l 18117 1780
(URG RGN (TOT7R JU (TORY 985 (361235 (418 2O 416.85%
R 0. 2485 €.4028 {.4382 {8833 (6827 (Lex10
Ll
\) 1 (} t}
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Appendix Table A4.5(2) Class-Leve! Pay Regressions, October 1981
(weighted; dep. var. =log of class max./mean/min. pay;

Standard Regres ors

t in parentheses)

Max. Pay

Stand. Regs. with Haypoints

Max. Pav Mean Pay Min. Pay Mean Pay  Min, Pay
PCTFEMAL —{ 3003 —(.3646 -.3734 (. 1562 -(1.2349 —-0.2674
(59 865) {91.3549) {93 494y (36437 {76.06(0) (80 12%y
PCTBLACK 0.1678 (1.1377 (0.2701 0.0184 ISR SARM 0.1472
(5.17% 6 118) t10L826) {0701 (1.174) (7.17H
PCTINDIA -0.7673 -{}.7448 -~ (16007 BORRRIY 01301 ~{ (784
(13 896 (16 956} (13742 {2500 (3997 (2.229)
PCTHISPA —{}. 3465 —{} 4693 - {1 06 -€1.2930 -1 4108 - 8.3145
(5.664 {9.6:15) (7.0 (3893 (11,470 (8 120
PCTASIAN 300 1.2982 {19892 0.5679 (0.4583 0.2332
(148 {18835 (21 847y (1191 (13 346 (6284
AGE_ . _ . g IR} (11672 (31552 {3.10R3 .0920 e
(76 3769 (85.7588) {79,946} t30.75° (5. 87 (8519
AGE ___SQ 20254 - 18119 - 120 -~ 1.0858 —0.8871 -{).9643
{63185 {71,369 (( RUIKy (IR IR 44,544 (34 800
SVC FRST - (L.0508 = L0260 —-(.0478 000179 0.0221 —{.00503
17,820 (HE S0 t21.26%) (1. 7661 (13085 (3,250
SVC_F_SQ J.I876 oyl () 4782 {} 7T8S2 IR RN 00472
(2278 (1S 374 (10} 687y (17000 (6.984) (1315
SYC _MREC
SVC_M_S0
AGESVC . F 01390 (1482 (7334 AR R {1.62ub (1.0748
(] R4 (2410 112235, (11 2081 1 120 (1.54N
AGESV(C M
HANDICAP Hdnm (1.3672 ) 3874 02236 -0 U8R = (L2210
(2 AT 178 (16 5K3) BLRLIRT (19,847 (20.4496)
VET_VIET {3 324K - {12877 Y a2 R R 8 ~ 8] -{LOIR7
2L I8 (19,826 (12 8481 (9.7 (R.508) (1.79%
VETOTHER -0 153 =0 1619 0.1h2 ol - 12587 -(1L.ORY2
(13000 (I8 3496, A RN (11 338y (19,225 t12.626)
HAY _ MISS 0.4670 (034244 HIRRIR
ORIy (11467 (R iRy
HAYPOINT (300137 000138 GLOGDOR
(S03 D {64 (8% 36 490
HAY POISE) GO0024 000028 - {LORYS
t7 387 (12 700y t2.089)
Imerccpt -1 U258 R LA {}.8Ry2 -y 2600 -t 1432 ERR IR
£ 30 506 (2. 78Y (268t LBRES (8574 thudh
R 4710 (3.66025 1 O4S6H {16312 X175 (77141
15

RIC
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Appendix Table A4.6(1) Class-Level Pay Regressions, April 1986
(weighted; dep. var. =log of class max./mean/min. pay:
{ in parentheses)

Raw Diff erentials Raw Diffs. with Haypoints

Max. Pay  Mean Pay  Min. Pay  Max. Pay  Mean Pay  Min, Pay

PCTFEMAL  ~0Q2R0%  -0.3827 ~-0.4317 -0.0193 01273 ~0.2118

(66 054 (U8.245) (108,083} (6.363) (48 KOS 65 181
PCTBLACK - 107 (.00431 0.1025 ~(1.2373 ~0.0614 (1.00834
(2 .766) (. 118 (2.74% (9.519y (2. 788) (1.948)
PCTINDIA -~ 11938 - LO7ER -0.7822 -(1.2837 -0 1948 00128
(19,10t (18 804y (12.786) (7198 (5.58%) (0 289
PCTHISPA - (1. RO ~(.5876 EURIIR ~{). 14458 00516 (1642
(11 283 G025 15,409 (3237 tio) (3.33%)
PCTASIAN 12804 (1L7ROX (16323 (1674 ~0.3763 - {14025
{18 837y (12.82% (9. 89 'RE. Ok {(9.R893) (8,449
AGE
AGE..__SQ
SVC_FRST
SVO_F SQ
SVC__MREC

SVC M SQ
AGESVC _F

AGESVC M
HANDICAP

VET. VI

VETOTHER

HAY . MISS (1 Q063 (17708 (el
(ERT 161 (IR Y9y (1601
HAY POINT 02RO (10028 0.00232
CEIRRGD 139 03 (RG50S
HAY POISO GO0T49 0083 -7
tS1 8% tAY YA, (630

Intercept 26677 2 AKOS 2 RO [N .90 IRARY;
(QY 0T (HNRS TORy URT TSAy RIS U RIS (3490 8Dy

01340 02476 t 2770 Y 6A17 {7283 eI

1 5 9}
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Appendix Table A4.6(2)

t in parentheses)

Standard Regressors

149

Class-Level Pay Regressions, April 1986
(weighted; dep. var. =log of class max./mean/min. pay;

Stand. Regs. with Hay points

Max. Pay Mean Pay  Min. Pay
PCTFEMAL -~ 0.2979 —{.3263 - (1.3R29
(51.2% (04 483y (74.966)
PCTBLACK - 01058 ) 2386 0.3004
(1,309 (R.638) (10.067
PCTINDIA -(.9412 —-(1.7531 —-0.4799
117 8653 (17.37n (10,178
PCTHISPA -.8426 {12640 {04938
(R.9RG) £5.406) {1.766)
PCTASIAN 1.253 1.0522 (184581
(21440 (22,240 (16,4263
AGE___ — 0.2078 [ K] 01791
(73371 (R7.976} (71967
AGE__ 8Q - 23148 22102 ~-1.9159
(61.207) (72230 {57.56%)
SVC_FRST 0.0881 0.0601 (0.1267
4,23 (3,705 (7474
SVC_F_SQ 34941 25618 1.283}
{Q.78% {N.86Y) {4 (ORS)
SVC_MREC -0 1768 -0 1218 -} 1R85
(X402 {7.58(h {10 61
SVC_M_LQ -3 23K8 - 2.6088 - 1.4434
{49260 [ERXI] -3 .698)
AGESVC F - 3,8686 --2.3929 -~ 29781
(7.964) (6 UK} (6 usT)
AGESVC. M 5.5059 7622 4 2678
{(}1.578 (. 7740 (10,195
HANDICAP - (14799 {1742 ~(.3385
{27.873, (26 574 {22106
VET. VIET -0 4237 -4}, 3328 - {480
(I8 RO (IS 116 }7 220
VETOTHER - 04722 03259 -1 4293
{33 67N (37 830 {34 78S
HAY. MIsS
HAYPOINT
HAYPOISQ
Intercept -1 37 I SRR3R BRI
(27 G4 (3 3, [ )
R: 1 IRS4 t 870G

{848y

Max. Pay  Mean Pay  Min. Pay
-G Q11 -0.2112
(9 115y (35487 (18,950}
-3, 1568 01271 0210
{6.724 (7.283%) (8.837)
02858 —0.160] 0.0102
(7.761) (S 816y (0271
-.1827 ¢ Ve 0.1737
t3.6U6) (X.79h 4,086}
(1.35(4 Q.1158¢ (L0483
(8.635% {3.806) (01160
0.0639 (3.0688 (LOORR
(9 Y8R} (42.978) (31.40(h
-0.55584 -0.5767 —1{1.5598
(1 718y 27.35%) (19.320
0.1073 () 0586 ~0. 1199
(781 (5. 704 {(8.494)
6.6662 4 46012 24483
(27.187y (247 (4.697)
-0 1043 -{(.036¢ ~ (. T0R3
(7.671 (1848 {7.7500
-6 3606 -4 4610 — Y 83R2
126439y (24778 (i 28T
-6.0027 - 3.4508 ~ 36071
(18,0361 (13.88% {(10.837)
S.6IN 29723 3.3450
t17.200 (12.17h {9.96R)
QU893 - L0800 - (IK52
(7.397) 5 83 16.80))
- {1, 1154 -0.0642 —.0263
{4330 (7.5498) (2270
-0 1iwd - (01830 -(.2149
(12,199 (20887 (21340
0.8247 (16700 0.5034
t16S JUdy 1179.628) (98204}
(LOO23S8 [SELIARR] 000170
(e QfSr (122 9680 (6833
- 00117 000107 SO.00087
td 1 50 (SU.RGT) 1y 663
(15927 02713 0.2646
16 37hH tH 0L 17 108,
0 7EAS (8323 (710K
,‘\
1ty
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Appendix Table A4.7  “Comparable Worth” Pay Regressions,
QOctober 1981 and April 1986
(un“e;ghted den. varn -'lng_, of &Lxss max. pay: tin p.lrentheses)

()cmher 1981 Apnl 1986
\armble \dmple \ \xmple B Sample’ ,\ uxmple B
PC TEEMAL ~-(.1574 -0.1350 -0.0631 —-0.0282
(12.380 (7.801 (5.264) (1.605)
HAYPOINT 0.0010 0.0016 0.0011 0.0018
(35.673) {39634 (56.591) (40.956)
Intercept 2.0315 [.8801 2.2903 2.0765
(203,899 (121.7240 (224 51 h (126.247)
R- ().8011 0.3464 0.7619 (18261

Noes:

“Sample AT consists of G chisses wath o Hasy ovaluation poaant seore

“Nurnple BY consmty of b chasses wath s Hiy ovaluaton point scote that alsa have at Jeast wa

mcumbents
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Appendix Table A4.8(1) “Time Trend” Pooled OLS Wage Regressions
for Random Sample of 1,000 White Women Present Continuously
During October 1981-April 1986
(dep. var. =LOG_HRLY; ¢ in parenths ses)

Raw Differentials Raw Diffs. w/Haypoint
Variable Basic Percent Basic Percent
PCTFEMAL ~0.3265 0.0052
(821420 {(1.324)
PCTBLACK .0948 0.0088
(1.782) (0.290)
PCTINDIA —2.0986 0.0177
(16.474) (0.242)
PCTHISPA - 29787 0.3807
(20,604 (4.505)
PCTASIAN 1.7601 3.2989
(19.021) (5.595)
AGE___ .
AGE___SO
SVC. ERST
SVC_F_SQ
SVC_MREC

SVC_M._SQ
AGESVC_F
AGESVC_ M
HANDICAP
VET_VIET

VETOTHER

M
lan 2%
LR
oy




Appendix Table A4.8(1) (continued)

Raw Differentials Raw Diff's. w/

Haypoint
Variable Basic Percent Basic Percent
HAY_MISS 0.7652 0.7711
(179.680) (161.257)
HAYPOINT 0.0030 (.0030
(154.261) (138.228)
HAYPOISQ -0.0014 ~0.0018
(59.557) (58.186)
AFTER783 0.0322 0.0338 (0.0248] 0.0289
(2.216) {2.600) (3.225%) (3.898)
AFTER784 0.0471 0.0482 0.0482 0.0479
{(5.344 16.120 (10.73) (10.674)
AFTER78S 0.0374 0.0374 0.0364 0.0360
(3.476) (3.895) (6.635) (6.570)
TIMETRND 0.4760 (1.4872 (1.4836 0. 1838
(2.55h (2.922) (5.080) (5.090)
TIMTRSQ —- (. 8360 —-(1.8Y86 —0.9040 ~{.9046
(2.647) (3.004) (8.243) (53.304)
CPINDEX! (.3217 0.2733 (3.3428 0.3547
(0814 (0.774) {1.699) (1.761)
CPINDEX2 -0.0307 - (.0801 -0.0356 --0.0315
(0077 (0.251) (0.176) (0. 156)
CPINDEX3 -~(.1678 -0.1768 -0.1274 -0.1365
(0.349) (0412 (0.52h) (0).558)
CPINDEXY 0.1769 0. 1441 (.(426 (.(0422
(0. 589 (0.537) {Q0.278) (0.276)
Intercept ~5.5636 ~-4.7973 -5.8013 -5.8457
{3.379) (3.261) {6.905) (6.969)
R? (2377 (.17 (.8012 0.8023
Sum of AFTER7E:: (.1167 . 1194 01137 12K
0 162

=
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Appendix Table A4.8(1)  (continued)

Standard Regressors
with Haypoint

Standard Regressors

Variable Rasic Percent Basic Percent
PCTFEMAL ~0.3176 - (1.0066
(54.087) (1.801)

PCTBLACK 0.2083 0.0722
(4.183%) (2.549

PCTINDIA —1.8760 0.0670
(15.738) (0.981)

PCTHISPA —2.7861 0.2865
(20,627 {3.650)

PCTASIAN 1.7097 0.3211
t19.781) (5.466)

AGE__ 0.0338 0.0294 0.0055 0.0057
(28.914) (18.235) 9150 {9.435)

AGE___SQ —(1.4355 -(.3663 —(),05842 - 04561
(28.608) 126,980 (6.890) (7.140

SVC FRST ~{1,0074 0.0200 0.0208 0.0204
(0.945) (2921 (8.230 (5.097)

SVC_F_SQ -~ 1.0632 -(.7647 ~{).4359 —~{3.4361
(6493 {5.24% {(8.261) (5.270)

SVC_MREC 0.0163 -0 N78 -0.0044 -0.0036
(2.077) (L1120 (1. 103 0920

SVC_M SQ 0.4925 0.2436 0.1579 0.1597
(3.02h (1.68(n (1.91%) (1.939)

AGESV(C_F (.0007 (.0000 - (1.0001 - (*.0001
-4.861) (1,343 (1.53h (1.39)

AGESV(C_ M -, 0004 (.000! {1.0000 0.0000
{2 680 {1.2600) (0.869) {(.680)

HANDICAP -0.0216 (10334 (1.0046 (1.0041]
(2 448 (4.242 (1.029) (0.917)

VET_VIET —(.0u43 -{1.0362 - 00066 - (L0011
(1917 (1.057) (G 264 {0.1638)

VETOTHER 0.0624 0.05830 —{LISK = 0028
(3 542y (3,380 ((1 652) (.32

HAY _MISS 0.742% {1.7417
(183 814! (163,41

165



Appendix Table A4.8(1)  (continued)

Variable

i*lAYi’OINT
HAY POISQ
AFTER783
AFTER784
AFTER785
TIMETRND
TIMTRSQ
CPIMNDEX]
CPINDEX2
CPINDEX2Z
CPINDEX4
Intercept

R?

Sum of AFTERTR::

Standard Regressors

Standard Regressors
with Haypoint

Basic Percent Basic Percent

0.0029 0.0029

(1585.667) (137.964)

-0.0014 -0.0014

{59.532) 157.240)

0.0323 (.0337 0.0292 0.0291

(2370 (2.783) (4.246) (4.233)

0.0469 0.0478 0.0482 (.0479

{5.686) (6.51% (11.558) (11.501)

0.0373 0.0374 0.0364 0.0361

(3.703) (4.180 (7.158) (7.103%

0.4272 0.4375 0.4580 0.457}

(2,445 (2.817) (5.187) (5.187)

—0.8167 -(.8267 —(.8704 -, 8694
{2.605) (2.967) (5.497) (5.499)

0.3285 0.2826 0.3443 0.3531

(0.887) (0.859 (1.840 (1.902)

—(L.0268 -0.0782 ~0.0367 —0.0301
0.072) (0.237y (0.195%) (0.161)

-3 1651 -0.1773 -~(.1272 —(. 1348
(0. 368) (0.4 (0. 560) ((0.595)

0.1821 (. 1486 0.0421 0.0433

(0647 {0.5894) (().296) (0. 306}

--5.6317 -4.8305 -~ 5.5831 —-5.6209
(3.652) {3,824 (7.164y (7.226)

(. 3320 0.4724 (0.8294 (1,8302

0.1165

0. 1182

0. 1138

0.1131
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Appendix Table A4.8(2) “Private-Sector Wages™ Pooled OLS Wage
Regressions for Random Sample of 1,000 White Women Present
Continuously During October 1981-April 1986
(dep. var.=L.OG_HRLY: ¢ in parentheses)

Raw Differentials Raw Diffs. w/Haypoint
Variable Basic Percent Basic Percent
PCTFEMAL —0.3268 0.0082
(82.13%) (1.320)
PCTBLACK 0.0948 0.0088%8
(1.780) (0.289)
PCTINDIA —2.0963 0.0200
(16.453) (027
PCTHISPA -2.9784 0.3810
{20.598) (4.507
PCTASIAN 17594 {.2983
(19009 (5.580
AGE__
AGE__SQ
SVC_FRST
SVC_F_SQ
SVC_MREC
SVC_M_SQ
AGESV(C_F
AGESVC_M
HANDICAP
VET_VIET
VETOTHER
.:5. v f,'
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Variable

HAY _MISS
HAYPOINT

HAY POISQ

AFTER783
AFTER784
AFTERT8S
LNWGMSAP
LNWGMINP
CPINDEXI
CPINDEX2
CPINDEX3
CPINDEXA
Intercept

RZ

Sum of AFTFR78

Raw Differentials

Appendix Table A4.8(2)  (continued)

Raw Difls, w/

0.1050

Basic Percent
(0.7653

(179 584

(3.0030

(154.206)

~L0014

(59.56 1

-{.5476

(2397

(LO528 (1.0560
(6.21% (7.378%)
0.033] 0.0364
{3.655) (4.159)
00181 1.0{93
{2.643) {3,212
— 14300 = (1. 4298
(OL4R3) {1.07%)
{1.J98Y9 0.3072
(.64 (().79%)
(15431 ().52098
{1.546) {1.688)
(1 4587 (14028
(1175 (1.155)
(1.24008 0.2661
(0.595) (().735)
{35352 (L5105
(1 67% (1.792)
--4 Y9RK —-4.5405
(6.823) (6.93%)
0.2375 ().3915

0.1110

(.0991

Haypoint

Basic Percent
0.7712
(161174

.0030
(138.180)

~.0015
(S8 190

0.0492 (0.0489
(113560 (11.308)
(1.0339 .0336
(7.118) (7.062)
(0.0160 0.0156
(3.67% (4.55D)
-(1.5476 --{).5505
(2.397) (2.413)
0.3945 0.3990
(1.788; (1.81hH
(1.5587 0.5710
(311 {3,180
(0.4573 (.4590
(2204 {2.306)
0.2603 0.2484
(1.25%) (1.203)
(.4372 0.4398
(2.686) (2.706)
~5.1228 ~5.1658
{13.696) (13.831
(0.8014 0.8021

0.0981



Standard Regressors

Variable BRasic Percent
PCTFEMAL -0.3176
(54.083)
PCTBLACK 0.2083
(4.183%)
PCTINDIA - 1.8742
(15.720
PCTHISPA —2 7860
{20.623)
PCTASIAN 17094
(19770
AGE___ 0.0338 0.0294
(28.919) 128234
AGE___SQ ~(.4355 —{.3663
(28.603) (26.977)
SVC FRST -(.J075 0.0205
(0,949 (2.914)
SVC_F SO - 1.0633 -(1.7648
(6.49%) (5.249)
SVC_MREC 0.0164 -0.0078
(J.081) (1.112)
SVC_M_SQ 0.4924 0.2434
(3.01% (1.678)
AGESV(_F (1.0007 (1.0000
(4.865) (0.350)
AGESVC_M 00004 {.000]
(2.686) (1250
HANDICAP (L0217 —-(1.0336
{2.458) (4.254)
VET_VIET —{1.0043 —~(.0462
(1916} (1.056)
VETOTHER (0.0624 0.0530
(3.540 (3.380

HAY_MISS

Appendix Table A4.8(2)  (continued)

Standard Regressors

with Haypoint
Basic Percent
-0.0066
(1.804)
0.0723
(2.550)
(0.0689
(1.009)
(0.2865
(3.648)
(1.3206
(6452
0.0055 0.0057
(9.155) (943N
—().0542 ~0.0561]
(6.891) (7.1400
0.0209 0.0203
(5.216) (5.084)
—0.4360 -(1.4362
(5.259) {5.268)
= (.0043 —-0.0036
(1.087) (0.905)
0.1577 (0.1595
(1.91h {1.936)
-{).0001 —0.0001
(1.518) {1.378)
0.0000 0.0000
(0.853) (3.665)
0.0045 0.0040
(1.006) (0.892)
~(1.0067 —0.0041
(0.269) ((.165
-(1.0058 -0.0024
(0.6585%) (0.3267
{.7428 (0.7417

(183.714) (163317

gy
/
&
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Appendix Table A4.8(2)  (continued)

Standard Regressors

Standard Regressors with Haypoint

Variable Basic Percent Basic Percent
HAYPOINT 0.0029 0.0029
(155.605) (137.909)

HAYPOISQ -0.0014 -0.0014
(59.534) (§7.242)

AFTER783 0.0473 0.0505 0.0459 0.0457
(5.957) (7.142) (11.428) (11.384)

AFTER784 0.0312 0.033% 0.0318 0.0315
(3.571) (4.308) (7.205) (7.149)

AFTER785 0.0158 0.0173 0.0143 0.0139
(2.509 (3.089) (4,485 (4.378)

LNWGMSAP —{1.5503 —{1.5337 —(.6252 --().6281
(1.313) {1.432) (2.950 (2.970)

LNWGMI® 0.3771 0.3818 04480 0.4528
Q.93 (1.061) (2.189) (2.216)

CPINDEM {}.45638 04487 0.5000 (.5107
(1.384) (1.534 (3.011 (3.077)

CPINDEX2 0.4129 (.3622 0.4311 0.4335
(1.129) (L1 (2.330) (2.350

CPINDEX3 0.1078 ~().1320 0.1767 0.1640
{().284) (0.391) (0.921 (0.856)

CPINDEX4 ().5483 (0.5214 (.4400 0.4500
(1.83m (1.964) (2.954) (2.986)

Intereept —4.3447 - 3.8863 ~4.4087 - 4.4400
(6.323) (6.362) (12.689) (12.804)

R? 0.3318 0.4722 (.8292 0. 8300

Sum of AFTERT7R: (1.0943 0.1013

(.0920 U091
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Appendix Table A4.8(3) “Time Trend and Private-Sector Wages”
Pooled OLS Wage Regressions for Random Sample of 1,000
White Women Present Continuously During October 1981-April 1986
(dep. var.=LOG_HRLY; ¢ in parentheses)

Raw Differentials Raw Diffs. w/Haypoint
Variable Basic Percent Basic Percent
PCTFEMAL --0.3265 0.0052
(32.13n (1.327)
PCTBLACK 0.0946 0.0086
(1.779 (0.284)
PCTINDIA ~2.0983 0.0181
(16,471 (0.247)
PCTHISPA --2.9791 (0.38Ga
(20.606) (4.50D
PCTASIAN 1.7606 (0.2994
{(19.024) {5.604)
AGE
AGE___SQ
SVC_FRST
SVC_E_SQ
SVC_MREC
SVC_M_SQ
AGESVC. F
AGESVC_M
HANDICAP
VET_VIET
VETOTHER
Fon
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Appendix Table A4.8(3) (continued)

Raw Differentials Raw Diffs. w/

Haypoint
Yariable Basic Fercent Basic Percent
HAY _MISS 0.7652 0.7711
(179.690) (161.266)
HAYPOINT 0.0030 0.0030
(154.265: (138.230)
HAYPOISQ —-0.0014 -(.0015
(59.556) (58.185)
AFTER783 00288 0.0296 0.0242 (.0240
(1.829) (2.126) (3.045%) (3.018)
AFTER784 0.0438 0.0446 0.0433 0.0432
(2.997) (3418 (5.815) (5.801)
AFTER7RS 0.0350 0.0349 0.0328 0.0326
(2.39h) (2.668) (4.392) (4.363)
TIMETRND 0.4882 0.5020 0.4963 0.4977
(2.50% (2.881) (4.987) (5.009
TIMTRSQ —(.8950 (L9111 -0.9076 -0.9108
(2479 {(2.819) 4.917) (4.942)
LNWGMSAP -(}.3501 -0.3926 —-{.469] ~(.4680
(0.617) (0.775) (e (1.620)
LNWGMINP 0.3376 0.3817 (0.4420 0.4442
(0.697) (().882) (1.788) (1.800)
CPINDEXI ().2862 0.2350 0.2905 0.3040
(0.692) (0.636) (1.377) (1.443)
CPINDEX2 ~{(),0853 01544 -{.0951 ~0.0952
{0.191) (().387) (0.417) (0.418)
CPINDEX3 —0.3010 ~(.3283 -{).2992 ~0.3101
(0.584) (0713 (1.137) (1. 180)
CPINDEXA4 0.297] 0.2804 (.1985 0.1994
{0.861) (01,909 (1128 (1.134)
Intercept - 5.2040 -4.4141 ~5.2529 -5.3195
(2.32% (2.205) (1.5U6) (4.661
R? 0.2377 (.3018 ().8016 (.8023

Sum of AFTER7Si: 0.1073 0.1091 0.1003 0.0998




Appendix Table A4.8(3) (continued)
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Variable

PCTFEMAL
PCTBLACK
PCTINDIA
PCTHISPA
PCTASIAN
AGE__ _
AGE_ _SQ
SVC_FRST
SVC_F_SO
SVC_MREC
SVC_M_SQ
AGESVC_F
AGESVC_M
HANDICAP
VET_VIET
VETOTHER

HAY _MISS

Standard Regressors
with Haypoit

Standard Degressors

Basic Percent Basic I sreent
--0.3176 - 0.0066

(54 084$€) (1.798)

0.2081 0.0720

(4.180) (2.543)

--1.8788 0.0674

(15.735) (0.987)

—2.7864 (0.2861

120.629) (3.645)

1701 0.3216

(19.786) (6.476)

0.0338 0.0294 0.0055 0.0057
(28.918) (28,234 (9.151 {9.434)
—{1.4355 - (1.3663 —0.0541 ~0.0561
(28.604) (26.979) (6.890) (7.139)
-0 0074 0.0206 0.0209 0.0204
110,944 (2,921 {(5.232) (5.100)
- 1.0629 -0.7644 —(3.4355 -(0.4357
(6491 (8.247) (5.2587) (5.266)
0.0163 = (.0078 - 0.0044 -0.0036
(2077 (112 (1.105 (0.924)
0.4922 0.2433 0.1575 0.1593
(3.019) (1.678) (1.910) (1.935)
0.0007 .0000 - (3.000] —0.0001
(4.859) (0.3413 (1.536) (1.396)
~ (1000 0.0001 .00 0.0000
12.678) {1.262) ((1.87-~ (().685)
~0.0216 -(1L.0334 0,004, 0.0041
(2.447) (4.241 {1.030 (0.918)
— (0943 (L0462 ~{}.0066 —(1.0040
(1.916) (1.056) (0.269) (0.165)
0.0624 (3.0530 —0.0058 - 0028
(3,54 (3.382) {0,651 (0,323
(3.742% 0.7417

(18383 (163,421
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Appendix Table A4.8(3) (continued)

Standard Regressors

Variable Basic
HAYPOINT
HAYPOISQ
AFTER7&3 0.0286
(1.960n
AFTER784 0.0436
(3.190)
AFTER78S 0.0350
(2.550
TIMETRND 0.4394
(2.406)
TIMTRSQ -{.8258
(2.437)
LENWGMSAP -(0.3469
(0.653)
LNWGMINP (0.3348
(0.738)
CPINDEX! 0.2935
{3.758)
CPINDEX2 —(.0813
(0.194
CPINDEX3 -().2976
{1.676)
CPINDEX4 0.3013
(093
Intercept ~5§.2773
(2.51%
R? 0.3320

Sum of AFTER78::

o,
=3
i

0.1072

Standard Regressors

witin Haypoint

Percent Basic Percent
0.6029 0.0029

(155.673) (137.968)

-0.0014 -0.0014

(5§9.332) (57.240)

0.0296 0.0243 0.0242
(2.279 (3.297) (3.28%)
0.0443 0.0433 0.0432
(3.648) (6.262) (6.257)
0.0350 0.0329 0.0327
{2.872) (4.738) (4.724
0.4527 0.4707 0.4711
(2.788) (5.099) (5.114)
-0.8402 - ().8734 -0.8761
{2.79( (5.107) (5.127
--().3871 —(.4685 -(.4655
(0.820) (1.746) (1.738)
0.3779 0.4413 0.4424
(0.937) (1.924) (1.933)
(0.24558 0.2920 (2.3049
(Q0.713 (1.492) (1.561)
-0 146 —0.0960 ~(,0942
((.38D) (0.454) (0.447)
~(}.3280 --{1.2986 —.3079
(0.764) (1224 {1.264)
() 2838 (0.1978 0.1999
(().988) (1.211; (1.227)
-34,4623 - 5.0332 ~5.1012
(2.393) (4.748) t4.821)
0.4724 0.8294 0.8302

0.1005

0.1089

0.1001
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Appendix Table A4.9(1) *“Time Trend” Pooled OLS Wage Regressions
for Random Sample of 1,000 White Men Present Continuously
During October 1981-April 1986

(dep. var.=LOG_HRLY; ¢ in parentheses)

Raw Differentials Raw Diffs. w/Haypoini
Variable Basic Percent Rasic Percent
PCTFEMAL 114194 --0.2502
(51.3400 (49.40%)
PCTBLACK 0.4161 0.2090
(6.947) (5.731)
PCTINDIA —-3.3538 -0.0805
(30.231) (1.149)
PCTHISPA -~ 2.6597 0.3878
(17.342) (4.081])
PCTASIAN 16484 01123
(12,354 (1.357)
AGE ___
AGE__SQ
SVC_FRST
SV. _F_SQ
SVC_MREC
SVC._M_SQ
AGESV(C F
AGESVC_M
HANDICAP
VET_VIET
VETOTHER
oy
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Appendix Table A4.9(1)  (continued)

Raw Differentials

Raw Biffs, w/

Hay point

Variable Basic Percent Basic Percent

HAY . MISS 0.8165 (0.7843
(150.685 (144, 86Y9)

HAYPOINT (0.0026 0.0025
(109.650 (108.733))

HAY POISQ -0.0013 —-0.0012
{50,404 (50.012

AFTER783 0.0016 —{.0036 0.0002 —~(1.0008
(0.093) (0.232) 10.028) (0.088)

AFTER784 (0.0057 0.0025 0.00580 0.0043
(0.544 ((2.268) (0.824) (0.754)

AFTERT78S 0.0106 0.01i5 0.0105 0.0108
(0.827) (0.98%) (1.40% (1.523)

TIMETRND 0.4150 (3.4639 0.38G7 0.4070
(1.861) (2.297) (2.981) (3.31hH

TIMTRSQ - {1.804Y5 —{}.8768 ~(},7725 —-0.7972
(2.023%) (2.419) (3.293 (3.615)

CPINDEX] 0.47158 0.4159 0.5065 (.4728
(0.997) (0.972) (1.828) (1.815)

CPINDEX2 0.1738 0.0857 (0.2358 0.2206
(0.36%5) (0. 199 (0.847) (0.843)

CPINDEX3 —~(.0920 =(.2799 — Q860 (), {558
TRV {{).534%) ((L256) ((1.490)

CPINDEXA4 .4299 0.4196 (0.4325 {1.4403
{1.196) {(1.28% (2.053%) {(2.223)

Intercept ~ 13716 —6 4883 - R8.0770 =1.7770
(3.745) £3.640) (7.00(0) (7.16%)

R: (. 1086 0.2693 (.6938 (0.7295
0.0104 0.0157 00135

Sum of AFTERT7R:: 0.0179




Appendix Table A4.9(1)  (conti- ced)
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Standard Regressors

Varahle Basic
PCTrEMAL
PCTBLACK
PCTINDIA
PCTHISPA
PCTASIAN
AGE___ (0.0:465
26.004)
AGE __ _SQ -0.4764
(21.56%)
SVC_FRST {10668
16.996)
SVC_F_S8Q -0.9030
(7.737)
SVC._MREC 0.0754
(7.916)
SVC _M_S0 0.689]
(5.9
AGESVC_F (L0024
{12.038)
AGESVC .M -(.0024
(11.76h)
HANDICAP -~ {30943
(13,6494
VET _VIET ~{1.0220
4,244
VETOTHER ~{3.0532
(10244

HAY _MISS

Standard Regressors

with Hayvpoint

1 [
L)

Percent Basic Percent
—(.3243 —-0.1908
(40.224) (39.476)
04711 00.2533
(8.3360) (7.566)
~2.9725 0.0558
(28.274 (0.866)
-~26712 (0.2038
(18.462) (2.338)
1.7643 .3243
(13.969) (4.256)
0.0383 0.0154 0.0130
(22,979 (14.92(0 (13.03D
—{}.3809 -0 103] —Q.0774
(18483 (8.064 16.290)
0721 - (1.0330 ~13.0367
(8.122) (6.041) (6.97%)
—{}.8442 ~(.8303 ~{}. 8366
(7.79h (.2.397) {12,990
0.0807 {.0550 (0.0573
(9127 (10.093) (10,929
(1.6548 0.5946 {.6393
(6.046) (8.894) (9.95(0
(10024 0.0014 0.0018
(12.8049) (12.506) (13,503
= {3.0024 -0.0017 - 0.0017
t12.903) (14614 - 158.866)
(10835 ~(LOTAT —-(0L0137
(12,03 (3.82% (3.61h
~{) (1328 —(3.0098 -0.0173
(6.776 (3.294 (6.023)
— (L4886 ~(.0267 —{ (12581
(10,064 {8.98 1 18.766)
{17861 0.7661
(159.065) (152.388)
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Appendix Table A9 (contivued)

Standard Regressors

Standard Regressors with Haypoint

Variable Basic Percent Basic Percent
HAYPOINT 0.0025 0.0024
(116.266) (112.047

HAYPOISQ —0.0013 (L0012
(54 826 (53.94%)

AFTER783 (.0010 - 0.0035 0.0001 -~ (10008
10,064 (0.241) (0.01 D {(.094,

AFTER784 0.0073 0.0044 0.0087 0.0051
t0.761) {0.498) {104 ((1.978)

AFTER783 O.0109 00117 0.0106 O.0109
((1.926) (1.076) (1.584) {1.688)

TIMETRND (}.3861 (.4346 (0.3653 (.3831
(1.888) 12.I89) (312 (3.408)

TIMTRSQ —{).7692 —(1.8345 -(.7366 -(.7620
(2.0u6) (2.450) {3.5040) (3.778)

CPINDEN! 0.4583 0.4148 0.4908 0.4640
(1.087) t1.031) (1.98(0 (1.948)

( PINDEX2 01144 Q.0416 (.2038 0.1941]
100.263) (0.103) (O.818) (081

CPINDEXZ -().0987 —{).2542 ~0.0971 -0.1505
(. 18 {0.52h (0.323%) (0.520

CPINDLEXA {14205 03112 0.4279 .4363
¢1.27, (1344 (227 {2.40%

Intercept =7.6616 - 6.8764 —~7.9280 ~7.7166
(4.244 (4.103) (7.678) (7.778)

R? 02511 () 385K (1. 7550 (17740

Sum of AFTER7R/: 0.0102 (L0126

0.0164 0.0182
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Appendix Table A4.92) “Private-Sector Wages™ Pooled OLS Wage
Regressions for Random Sample of 1,000 White Men Present
Continuously During Qctober 1981-April 1986

(dep. var.=LOG_HRLY';  in parentheses)

Raw Differentials Raw Diffs. w/Haypoint
Variahl. Basic Percent Baxsic Percent
PCTFEMAL -{.4194 —{).2501
(51.328) (49.382)
PCTBLACK (1.4156 (0.2085
(6."37) (8714
PCTINDIA —-3.3544 ~(1.OK11
(30233 (1.1588)
PCTHISPA —-2.6577 (1.3897
(17327 1. 100
PCTASIAN 1.6383 0.1120
(12,352 (1.353)
AGE
AGE___SQ
SVC_FRST
SVC_F_$Q
SVC_MREC
SV _M_SQ
AGESVC F
AGESV(C_ M
HANDICAP
VET_VIET
VETOTHER
het sey
;’ § 4
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Appendix Table A4.9(2)  (continued)

Raw Differentials Raw Diffs. w/

Haypoint
Variable Basic Percent Rasic Percent
HAY_MISS 0.8165 (0.7843
(150.654) (144.838)
HAYPOINT 0.0026 0.0025
(109.-37 (105.718)
HAY POISQ —-0.0013 —-0.0012
(50.400) (50.010
AFTER783 .0137 0.0143 0.0099 0.0106
(1.356) (1.561 (1.669) (1.895)
AFTER784 -.0126 -(.0124 -0.0147 ~0.0143
(1.132) (1.234 (2.256) (2.334)
AFTERT7RS -, 0133 ~ (L0098 ~(.0144 —-0.0134
(1.661) (1.347) (3.052) (3.028)
LNWGMSAP -().6523 —0.5106 ~{.6839 —().6546
(1219 (1.054 (2180 (2.219)
LNWGOGMINP {).4458 {.3449 {1498 0.439§
(.86} (.73 t1.48%) {1.544)
CPINDEXI| 0.5431 {).5880 0.5299 0.5303
(1.293) (1.546) (2,180 (2.29h
CPINDEX2 0,606 (1.5638 (1.6623 {0.6522
(1.298) (1.334 (2420 (2.535)
CPINDEX 010758 (.0627 0.0675 0.0328
(0.222) (.143) ((1.238) {0.12%
CPINDEXH ().8160 (1.7921 0.801( 0.8179
(2 140 (2.204) (3.584) (3.890y
Intercept -5, 8383 —5.4537 -8 8001 —~5.8461
{6,323 (6.875) (11470 (1211
R: (. HORS {2641 (}.6937 ), 7293

Sum of AFTER78/: -0.0122 - {10079 0092 {0171
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Appendix Table A4.92}  (continued)

164

Standard Regressors

Standard Regressors

with Haypeint

PCTFEMAL
PCTBLACK
PCTINDIA
PCTHISPA
PCTASIAN
AGE____
AGE_ _SQ
SVC_FRST
SVC_F_SQ
SVC_MREC
SVC_M_SQ
AGESVC_F
AGESVC_M
HANDICAP
VET_VIET
VETOTHER

HAY _MISS

Basic

0.0465
(26.01 1
-0.4764
(21.564)
—-{}).0668

(6.986)
—{1.9035%

(7.741)

(0.0753

(7.908)

0.6895

(5.913%)

0.0024
(12031
~(.0024
(11.754)
-0.0943
(13.695)
~0.0220

{4.249)
-(.0531
(10.232;

Percent Basic
~.3242
(40210
{3.4706
(8.326)
-2 9732
{28.278)
—2.6693
(18.447)

1.7642
(13.967)

0.0383 0.0154
(23980 {14,923
~0.3R09 -, 1032
{18.484) {8.067
-(.0720 00330

(8.110 (6.026)
—(.8448 -{).R308

(7.794) {12.402)

0.0806 ().0550

9116 (1079

(0.6551 (}.5949

{6.048) {R.898)

0.0024 0.0014
(12.799) (12.494)
=0.0024 —0.0017
{12.894) {14 .603%)
~{}.0836 —~(.0152
(13.044) {(3.831
-0.0328 - 0.0098

t6.77% £3.30%)
{10483 ~ (10267
(10050 {(R.962)

(.7861
(139.007)

Percent

-Q.1905
{39,457y
2527
{7.548)
00.0549
(0.85%)
0.2056
(2.358)
0.3240
{4.250
0.0130
(13.033)
~0.0778
(6.293)
-{.0366
(6.96(0)
~(3.8371
(13.004)
0.0572
(10.912)
0.6397
(9.953)
0.0015
(13.488)
~(.0017
(15.852)
-0.0138
(3.621)
~.0173
{6.030)
=(1.0251
(8.7~
(.76
(182.0.-

ram
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Standard Regressors

Appendix Table A4.92)  (continued)

Standard Regressors
with Haypeint

Variable Basic Percent Basic
HAYPOINT 0.0025
(116.247
HAY POISQ -0.0013
{54.821
AFTER783 (0.0098 Q.0112 0.0072
{1.059 (1.306) (1.354
AFTER784 -0.0129 -0.0122 -0.01583
{(1.262) (1.29h (2.616)
AFTER78S -{0.0145 - (LOT0R —0.0182
{1.97% (1.574) (3.597)
LNWGMSAP -(.7199 ~0.5730 -0.7346
(1.467) (1.260) (2.617
LNWGMINP ().4867 {.384] 0.4843
(1.027) (0.873) (1.786)
CPINDEX! 0.4710 (1.5318 0.4713
(1.223) {(1.488) (2.139)
CPINDEX2 0.5259 (0.4983 0.6088
(1.229) (1.254) (2.486)
CPINDEX3 (.0252 0.0172 -{1L0033
Q.05 (.04 (0.013)
CPINDEXY ().8057 0.7813 0.7965
{2.308) (2407 (3.98%)
Intercept -5.3675 ~5.4270 --5,4739
(6.67%) (7.268) (11.788)
R? (1.2510 (1. 3546 (0.7549
-0.0108 -(.0233

Sum of AFTERT78!: -(.0176

Percent

0.0024
(112.027)
—-0.0012
(53.942)
0.0081
(1.595)
—0.0147
(2.62D
-0.0141
(3.479)
~(.7041
(2.611)
0.4732
(1.817)
0.4801
(2.268)
0.6056
(2.574)
-0.0190
(0.078)
0.8132
(4.233)
-5.4828
(12.402)
(0.7738
-0.0207
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Appendix Table A4.9(3}) “Time Trend and Private-Sector Wages”
Pooied OLS Wage Regressions for Random Sample of 1,000 White Men
Present Continuously During October 1981-April 1986

(dep. var.=LOG_HRLY:; ¢ in parentheses)

Raw Differentials Raw Diffs. w/Haypoint
Variable Basic Percent Basic Percent
PCTFEMAL ~0.4194 ~0.2502
(51.339) (49.405)
PCTBLACK 0.4162 0.2091
(6.947) 3.732)
PCTINDIA ~3.3535 —-0.0802
(30.227 (1.11%)
PCTHISPA ~2.6598 0.3877
(17.342) (4.079)
PCTASIAN 1.6485 0.1124
(12,354 (1.358)
AGE_____
AGE__ SQ
SVC_FRST
SVC_F_SQ
-
SVC_MREC
SVC_M_SQ
AGESVC_F
AGESVC_M
HANDICAP
VET_VIET
VETOTHER

'g N

NN
-&Lt&
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Appendix Table A4.9(3) (continued)

Raw Differentials

Raw Diffs. w/

Haypoint

Variable Basic Percent Basic Percent

HAY _MISS (0.8165 0.7843
{150.680) {144 .8606)

HAYPQINT 0.0026 0.0025
(109.647) (105.730)

HAYPOISQ —-0.0013 —(1.0012
(50.402) (50.010)

AFTER783 --0.0022 —{.0072 —{.0035 ~0.0046
(012D (0.429) (0.224) (0.452)

AFTER784 0.0019 —~0.0005 0.0002 0.0002
(0. 110 (0.036) (0.021 (0.027

AFTERT785 (.0079 0.0093 {).0068 0.0077
(0.450 (0.588) (0.665) (0.802)

TIMETRND (.4258 0.4767 0.3922 0.4147
(1.826) (2.257) (2.869) (3.227)

TIMTR™ -0.8139 —~{().8873 —0.7581 —0.7951
(1.882) (2.265) (2.990) (3.336)

LNWGMSAP —-(.372] —{.3412 —{1.3747 —0.3672
(0.549) (0.556) (0.943) (0.983)

LNWGMINP 0.3525 0.3313 0.3317 (.33099
(0.608) (0.631 (0.977) (1.065)

CPINDEX 0.4308 0.3824 0.4549 (.4290
(0.871H (0.854) (1.56%) (1.575)

CPINDEX2 0.1238 0.0295 0.2162 0.1820
(0.230) (0.061H (0.690) {0.618)

CPINDEX?2? -~{).2295 ~-0.4116 —0.2085 —0.2857
(0.372) (0.737 (0.577 (1.841)

CPINDEX4 (1.5545 0.53719 (0.5465 0.5594
(1.344) (1.439) (2.259) (2.460)

Intercept —£.9489 ~6.1526 ~7.5016 ~7.3082
{2.594 (2.537) (4.779) {4.952)

R 0.1087 0.20693 0.6939 0.7298
0.0016 0.0033

0.0076

0.0035

S 162
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Appendix Table A4.93) (continued)

Standard Regressors

Standard Regressors with Haypoint
Variable Basic Percent Basic Percent
PCTFEMAL ~(}.3243 —-0.1908
(40,223 (39.476)
PCTBIL.ACK 0.4711 0.2533
(8.336) (7.567)
PCTINDIA =2.9723 0.0560
{28.270 (0.870)
PCTHISPA -2.6713 0.2037
(18.462) (2.337N
PCTASIAN 1.7643 0.3244
(13.969 (4.256)
AGE___ (.0468 0.0383 0.0154 0.0130
{26.008) (22.978) (14.920) (13.03D
AGE. SO --0.4763 - (0.3809 -0, 1031 -0.0774
(21.562) (18.482) (8.064) (6.290)
SVC_FRST —-(1.0668 —0.0721 ~(.0330 —0.0367
(6.995) (8.121) (6.041) (6.978)
SVC_F_SQ —(.9032 -—-0.8444 --.8305 -0.8367
(7.738) (7.792) (12.400) (13.002)
SVC_MREC (.0754 0.0807 0.0550 0.0573
(7.91% (9.126) (10.093) (10.928)
SVC_M_SQ 0.6893 0.6550 0.5947 0.6395
(5.911) (6.048) (8.896) (9.953)
AGESV(C_F 0.0024 0.0024 0.0014 0.0015
(12,037 (12.808) (12.506) (13.503%)
AGESV(C_M —0.0024 -0.0024 —0.0017 —-0.0017
(11.760) (12,800 {14.614) (15.865)
HANDICAP - (.0043 —.0835 - (LO1S] —-0.0137
{13.690) (13.037) {3.822) (3.010)
VET_VIET -0.0220 -{.0328 -(.0098 ~0.0173
(4.245) (6.776) {3.295) (6.024)
VETOTHER —-{.0532 -0.0480 —-0.0267 -0.0251
(10,243 {10.064) (8.981) (8.766)
HAY. MISS 0.7861 0.7661

(159.062) (152.38%)
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Appendix Table A4.9(3)  (continued)

Standard Regressors

Standard Regressors with Haypoint
Variable Basic Percent Basic Percent
HAYPOINT 0.0025 0.0024
(116.263) (112.045)
HAYPOISQ -0.0013 -0.0012
(54.82%) (53.947)
AFTER783 —0.0029 -0.0072 -0.0037 —-0.0047
(0.170) (0.457) (0.388) (0.504)
AFTER784 0.0029 0.0006 0.0005 0.0006
(0.186) (0.045) (0.060) (0.073)
AFTER78S 0.0076 0.0090 0.0066 0.0075
(0.476) (0.604) (0.722) (0.850)
TIMETRND 0.3933 0.4436 0.3661 0.3888
(1.839) (2.235 (2.993) (3.309)
TIMTRSQ -0.7650 -(0.8359 ~0.7180 —~0.7545
(1.929) (2.270) (3.165) (3.462)
LNWGMSAP --0.3808 -0.3552 ~0.3838 —-0.3797
(0.613) (0.616) (1.079) (1.112)
LNWGMINP 0.3501 0.3330 0.5349 0.3449
(0.659) (0.675) (1.102) (1.182)
CPINDEXI 0.4118 0.3744 0.4357 0.4156
(0.908) (0.889) (1.680) (1.568)
CPINDEX2 0.0775 -0.0011 0.1900 0.1628
(0. 158) (0.003) (0.678) (0.605)
CPINDEX3 -0.2322 ~(.3831] ~0.2193 -0.2807
(0411 (0.730) (0.678) (0.904)
CPINDEX4 0.5428 0.5284 0.5324 0.5562
(1.435) (1.504) (2.506) (2.675)
Intereept —-7.1600 - 6.4504 ~7.3074 ~7.1897
(2.915) (2.829) (5.202) (5.327)
R? 0.2511 0.3548 0.7551 0.7740
Suin of AFTER78:: 0.0076 0.0024 0.0034 0.0034
9 18
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Appendix Table A4.10 Fixed-Effects Wage Regressions

for Random Samples of Whites Continuously Present
During October 1981-April 1986

(dep. var.=LOG_HRLY; ¢ in parentheses)

Time Trend Only
Variahle Fomales Males
AFTERT783 0.0243 1.0023
(2.395) (0. 138y
AFTER784 0.0482 0.006!
(5. (().586)
AFTER78S (1.0345 0.0096
(3.336) 0. 779)
TIMETRND (0.3940 0.3911
(2.276) (1.890)
TIMETRSQ -{.6899 - {7001
(2.247) (1.925)
LNWGMSAP
LNWGMINP
CPINDEXI 0.2179 0 3383
10.572) (0,985
CPINDEX? (.0909 0.2161
(0,240 {(1.47%)
CPINDEX3 -(.3877 —{L 10685
(e (.31
CPINDEXY 0.4 48 (.5338
(1313.348) (1234290
SV_F_SQ ~ (4425 =0 130
{2 U549y (1.742)
AGESVC_F -, 1975 - {4403
{1.705 1 2.607T

AFTER78&/ Coeflicients:

Sum

F-M Diff’.

01171

(LOT8G

(.4uY]

P, Wages Only

Females Males
0.03881 .0230
(6.820) (2,25
0.0417 - (037
(-4.558) ((1.336)
0.0262 - 00026
{3,794 (1.319)

-0 263 - 2156
HE490) {0,428
015874 01130
(0.408) (0).245
(1. 6640 11,7942
(1.974) (1.973:
0 3354 (0.53864
(i) (1.258)
(+.375¢9 5208
(i 41h 11.630n
(0.4748 (1.5335

(1313079 (1234.188)

- (14539 - 1404
(3.037y (0. 803

- (1 187 - 0.4290
(1.591) (2.57%
0. 1al 0.0167

(L1003

Time & Pvt. Wages

Females Males
Q0282 —(.0022
{1.811) (LR
0.0430 0.0020
(2.962) (0.116)
0.0328 0.008]
(2346 {0.487)
0.4475 0.4290
{2.387) (1.91%)

—.7724 -(.7635
(2.249) (1.8601

-(.4784 -0.3571
(0.939) {0.586}
(14589 0.33182
{1.08S) {0.668)
0.2235] 0.4379
) 598) (0.925)

~(10467 Q. 1200
(0 166 (0.227)

—~0.447s -(.2120
(143 (0413
(1.4748 (1.58335

{1313.300)  (1234.307)

-0.4428 —0.1302
(2.959) (0.4

—{.1978 —(.4403
(1.705) (2.607
0. 1040 00079

(1.0961
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Appendix Table Ad.11(1) Regressions for Employment Levels
in Predominantly (=70%) Female Classes
(dep. var.=In of class employment; indep. var. =maximum/mean/
minimum In of wage rate within class; : in parenthescs)

Pooled QLS Estimates Fixed-Effects Estimates
Model, S e st s e —— e -

Variable Maximum Mean Minimum  Maximum Mean Minimum

Time Trend Variables Only:

Infwage) -2 49uy ~ 31108 =~ 31704 0.6963 - .3987 -1.0536
(31.29%) RER Y (85839 (7.77% (3,730 (13.016)
TIMETRND 11951 1 5185 §.3235 Q.0070 0.4261 0.6174
(a3l (1.30%) (1.238) (01.035) (2108 {3150
TIMETRSQ -22197 -2 7682 - 2 4598 ~0.0794 0834 -1 181§
(0.478: (1.3 1.299) (0.22% (2.3 (3.400)
CPINDEX! 34618 37743 4.0843 -.0245 1.1242 1.8474
().615) (1. 73%) (). 8o} {0,028 (1.282) (2.154)
CPINDEX2 ~.T146 ~0.535] ~(.1628 - {19498 ~{).8316 —(.6538
128y Q. 105y {(1.035) (1.10% (0.985) (0.771)
CPINDEX3 —(,2528 - {.8285 02423 (0.7899 (). 3837 (1.4553
(.41 (LIS (48 (.85 (41l (0,408
CPINDEXY - (L0036 0,037 -(3.6617 {0345 0.0280 -(.2017
(0.001) {003 (3. 185} (.05 {0 042y (0310
Intercept — 192781 -22.3306 0 — 21 4R63
1. 848} (.08 (1.2uh
R’ (1.2930 RURE RS (0 4350

Privaie-Sector Emplovment Variables Only:

Infwage) - 24983 - 3 TURY - 31693 (1. 7086 - 3713 -1.0378
(31,27 (34,789 (55515 {7.9361 {3.492) (12,83
LNWGMSAP - 1.6821 =279 ~ 1 Y810 (. 1640 -(.7026 -~ 1.1887
() 253 (.30 (1, 354) (023 ((1.9861 (1.708)
INWGMINP 12017 19365 14639 -1 3459 (1.8323 1.4892
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Appendix Table A4.11(1) (continued)

Pooled QLS Estimates

Fixed-Effects Estimates
Modet. s B - ———
Variabie Maximum Mean Minimnsm Maximum Mean Minimum

Both Time Trend and Private-Sector Emplovment Variables:
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Appendix Table A4.11(2) Regressions for Employment Levels
in Mixed (70% > % Female = 30%) Classes
(dep. var.=In of class employment; indep. var. =maximum/mean/
minimum Ir. of wage rate within class: r in parentheses)

Pooled QLS Estimates Fixed-I'ffects Estimates

Model. P - .
Variashle Maximum Mean Minimum  Maximum Mean Miaimum

Time Trend Variables Only:
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Appendix Table A4.112)  (continued)
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Paoled QLS Estimates

Fixed-Effects Fstimates

Model, ———— e e R
Variable Maximum Mean Minimum  Maximum Mean Minimum
Both Time Trend and Private-Sector Employment Variables:
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Appendix Table A4.11(3)

in Predominantly Male (< 30% Female) Classes

(dep. var. =In of class employment; indep. var. = maximum/mean/
minimum ln of wage rate thhm class; ¢ in parentheses)

Meodel,
Variable

Time Trend Variables Only:
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Regressions for Employment Levels
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Appendix Table ALIN3)  (continued)
Pooled O1.S Fstimates Fined-Effects Eatimates

Modet, - B
Variable Marimum Mean Minimum  Maximum Mean Mintmum

Both Time Trend and Private-Sector Employment Variables:
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Comparable Worth in San José
Municipal Government Employment

In this chapter. T discuss the experience of San José. California. with
comparable worth. As part of the two-year contract that settled a 'ily
1981 municipal employees™ strike, the city agreed to adjust pay for
certain predominantly female city jobs along the lines suggested by a
Hay Associates job evaluation. Subsequent contracts included addi-
tional adjustments. The workers union. Local 101 of the American
Federation of State. County and Municipal Employees (AFSCME),
maintained that the 1981-83 contract did not provide equal pay for jobs
of comparable worth in all respects (Bureau of National Affairs 1981,
osp. p. 35). There do appear to have been signiticant changes in pay
along comparable worth Hines, however.

5.1 Background

San José. the seat of Santa Clara Countv. is located to the south of San
Francisco. Witha population of over 650.000. it is the fourth largest city
in California and the fourteenth largest in the United States. San José is
the unofficial capital of the “Silicon Valley.” the heartland of the com-
puter industry (San Jos¢ Chamber of Commerce 1983).

San José’s municipal employment runs the gamut of occupational

Pamvery gratetul to Russell P Strausbaughof the Sin Josd Personnel Depurtment tor suppls ing me
with numerous documents pertanimg to San JoséN esperence with compasable worth (neludimg i
particular, the class hatings that form the hisis for the conpircal studies deseribed herers and 1o
Shulumit Kabn for supphbyang addstonal dovuments and for belptel discussions | thanh Paul
Decher, Ronald G- Ehrenberg, M Anne Hill, Cordels Remmers and particinants in scoinaes ot
Indiitng Univerats, Johns Hophins Unnersity and Princeton Unpoersaty for iy helptal comments
on previous versions of this chapter.
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184 The Economics of Comparable Worth

categories: from painter and police officer to aircraft refueler and
architect; from secretary and stock clerk to senior plant mechanic and
senior planner. Roughly 1500 city workers are uniformed firefighters or
police; 500 are blue-collar workers represented by various craft unions
and the Operating Engineers: approximately 2800 are represented by
AFSCME Local 101; therc are about 400 nonunion managcrial
employees.

Various factors led up to the 1981 strike and subsequent comparable
worth pay adjustments to the city’s compensation structure.' At the time
of the strike, seven of the eleven City Council members were women,
including the mayor. Janet Gray Hayes, who described $1n José as the
“feminist capital of the world.” Local 101 drew many of its leaders from
workers in predominantly female jobs (e¢.g.. the city’ librarians, cler-
ical workers and recreation specialists). who had long been concerned
with women’ issues, including comparable worth. In 1977, a group of
female city employees, City Women for Advancement. presented a
report to the City Council that advocated (among other things) paying
womens jobs on the basis of an “equity standard”™ rather than their
“normal value in the market place™ (Farnquist et al. 1983, p. 359). The
following year, Local 101's contract propoesal included a request for a
study of sex differences in pay in the city's workforce.

As collective bargaining began i1 1978, however, the city government
“had no desire to explore the. . . comparable worth concept™ (Farnquist
et al. 1983, p. 359): and in June 1978 California voters approved
Proposition 13. Proposition 13, and “bail-out™ legislation passed to
implement it, set stringent limits on spending by California munici-
palities. Bargaining in San José ground to a halt. In April 1979, however,
the California State Supreme Court struck down some of the key parts of
the bail-out legislation. Bargaining in San José resumed. but not to the
satisfaction of comparable worth proponents. Local 101 pointed out that
the new city manager. James Alloway, had commussioned Hay Associ-
ates to conduct a study of management positions in order to establish an
equitable management compensation sy otem. Local 101 insisted on a
similar study of nonmanagement positions. Alloway resisted, telling the
City Council that “it was his professional opinion that the Hay system of
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Jjob evaluation was not appropriate for setting salaries for {nonmanage-
ment] employees. and that salaries for [such] employees should be set
through the traditional cellective bargaining process™ (Farnquist et al.
1983, p. 360).

Local 101 was not slow to respond. In the words of Maxine Jenkins,
the union’s business agent at the ime, in April 1979

.. -we pulled a wildeat sickout of the women in City Hall. And |
refused to sign a contract until we got the city manager to agree in
writing that he would conduct an outside scientific study {of non-
management employees] in which we would have the right to par-
tcipate. And he agreed to that, in writing. (Hutner 1986, p. 72.)

Eventually. the parties agreed that Hay Associates would be retained to
perform such a study.

Agreement on how the study would be conducted was at least as
important as agreement on whether it would be conducted: and here.
too. the union ultimately prevailed on two crucial points. First, the
union insisted on having a strong voice on the committee charged with
actually assigning points to the jobs being evaluated. In the words of
Local 101 president Mike Ferrero:

Personnel and management resisted that with everything they had.
But we fought it on a political level and the coancil eventually said.
“If we're going to do this, this has got to be fair.™ And so an
cvaluation committee was put together with one person from per-
sonnel, who would have a vote, and the rest of the voting members
were employees who were chosen jointly by management and the
unions involved - there were a number of other unions. but
AFSCME was much the largest. So we had a lot of input on that
evaluation committee. (Hutner 1983, p. 84.)

The resulting evaluation commitice consisted of one management em-
ployee and nine nonmanagement employees “chosen in a manner to
maximize their representativeness across departments and employee
groups” (Farnquist et al. 1983, p. 361).

Second. the union also insisted that the study be concerned only with
internal pay equity. with no dollar valuation of Haypoints for jobs by
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186 The Economics of Comparable Worth

relating them to the external market, and no written recommendations
from the consultants (Hutner 1983, p. 84). Again. the union prevailed:
each job was evaluated according to four “evaluation factors™ - know-
how, problem solving, accountability and working conditions —with
points assigned 1o each. These point scores were then summed to arrive
at a total “Haypoint” score, representing an “overall measure of the joby
value to the ¢ ‘ganization and to allow for direct comparisons of different
jobs' relative organizational worth™ (Farnquist et al. 1983, p. 361): pay
rates prevailing in other jurisdictions were not considered in the evalua-
tion. In the words of the Hay Associates "Client Bricfing” (Hay Associ-
ates 1981, p. 2) on the study:

The City of San José as an employer. and the AFSCME local
representing employees. each agreed to establish a "leading edge”
posture on the issue of comparable worth. ... The Hay Guide
Chart-Profile Mcthod of job measurement. . [is} the appropriate
methodology to rank jobs within the city organization without
reference to the particular incumbents. external markets or how the
results might e interpreted.

As soon as it was released in December 1980. the study set off a furor.
According to Prudence Slaathaug. a business agent for Local 101 at the
time:

.. .it was, in fact. absolute dynamite. People bad it Xeroxed and
routed through the city in about five minutes. ... It was the topic of
conversation. And, of course. they found the incredible inequities
that had been reported all over the country. (Hutner 1983, p. 83

In the words of three San José personnel officials:

Individual comparisons between specific male and female-
dominated [job] classes, particularly in the media. became a popu-
lar and often emotional pastime. Should. for instance. a fenuile
dominated class like Senior Librarian . . . [with] 493 points and $900
[biweekly salary]. . .be paid the same as a mixed class Tike Sentor
Chemist (493 {points] and $1100 [biweekly salary [y with the same
rating value? Or should a female-dominated Typist Clerk 1 (140
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points, $550 [biweckly salary]) class be paid the same as the equally
valued but male-dominated Aircraft Retueler (140 points, $729
[Diweekly salary]) or Automotive Equipment Inspector (140 points.
$827 [biweekly salary])? (Farnquist et al. 1983, p. 363

Nor were these merely isolated examples. As discussed below, the
study documented a pervasive pattern of “underpayment™ of predomi-
nantly female jobs relative to predominantly male jobs with similar
Haypoint scores. Union officials argued that this pointed to the presence
of “discrimination. pure and simple,” in the city’s pay structure; city
administraters argued that “the study did not take into account other
productivity-related sex differences and sex-linked personal tastes for
certain Kinds of jobs™ (Farnquist et al. 1983, p. 363). After several
months of debate along these lines, the city administration and Local
101 began formal negotations on the study in May 1981,

In principle. the parties could have agreed to assign pay to cach job
exclusively on the basis of its Haypoint score. That, however, would
have entailed substantial cuts in pay for some jobs. most of them
predominantly male jobs with pay rates in excess of the figure implied
by the overall “trend line™ linking pay and Haypoints: and neither side
“considered for a minute the notion of cutting anyone’s pay. since by
doing so the city would have placed itself in a noncompetitive position™
(Farnquist etal. 1983, p. 364). The union instead argucd for raising the
pay of all jobs below the trend line and preserving the pay of jobs at or
above the trend line: whereas the city offered special “salary cquity
adjustments” for predominantly-female jobs that would have rarrowed
the disparities identified by the Hay study.

On June 12, 1981, the U.S. Svpreme Court issued its decision in
Connty of Washington, Oregen, et al. v, Gunther et al. (452 U.S. 967
(1981)). Although the Court stressed that it was not judging the merits of
comparable worth, its decision appeared to open the door to comparable
worth lawsuits under Title VII of the Civil Rights Act. Frustrated by
what it considered to be lack of progress in their negotiations with the
city. on June 18 AFSCME filed a complaint against the city with the
U.S. Equal Employment Opportunity Commission (EEOC), alleging
that although both the city and the union accepted the results of the Hay

1%¢
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study, the city continued to pay “discriminatory” salaries. The city
administration accused the union of bargaining in bad faith: negotiations
bogged down. Finally, on July S, the union went out on strike.

It was hardiy a conventional strike. In the words of the business agent
tor Local 101 at the time. Bill Callahan, it was “the first strike on the
isstie of sex-based wage discrimination,” which made it a "media event.”
attracting reporters from as far away as Canada and England (Hutner
1983, p. 91). Sally Reed. deputy city manager during the strike, noted
that officials at the California and local chambers of commerce. business
groups, and other municipalities were putting “a lot of pressure” on the
city administration to resist the union (Hutner 1983, p. 90).

The major obstacle to an agreement was apparently the question of
how to pay for the compurable worth pay adjustments songht by 1
union. According to Local 101 president Ferrero (quoted in 1lutner
1986, p. 92). the city attempted to play the unions mele and female
member:, off against cach other:

They would give us comparable worth but they were going to make
uy pay for it out of the general salary increases of all the other
members in our units. And they couldn’t understand why we didn't
think that was fair. You don’t give pay equity on one hand and then
take it away on the other. in a general wage increase.

Eventually, in time-honored fashion, the parties struck a compro-
misc. one “that had little to do with an objective. systematic job evalua-
tion system™ (Farnquist et al. 1983, p. 365). The 198183 contract
agreed to on July 14, 1981 provided for general salary increases of 7.5
rereent during the first year of the contract and 8.0 percent during the
second: and for two sets of "special equity adjustments.” effectve July
1981 and August 1982, for female-dominated jobs farthest below the
salary-Haypoint trend line.

As part of the 1981 settlement. the city agreed o bargain over further
comparable worth pay adjustments in subsequent contracts. The
1983-84 contract provided for two further adjustments, in July 1983
and January 1984: the 1984- 86 contract included one additional adjust-
ment. in July 1984.7 Finally, the 1986-89 contract provided for two
more small adjustments. effective June 1986 and June 1987.
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In what follows. 1 consider the effects of these changes in the city's pay
structure. Did they alter the relation between pay and Haypoints? Did
they erase., or at least reduce, the sex ditferential in pay between temale
and male jobs with similar Haypoint values? Did they affect nale and
female jobs' pay differently? Did they atfect employment in female or
male jobs?

5.2 Data

This chapters analyses of wage and employment effects of San Josés
experience with comparable worth are based on two kinds of data.
Unfortunately, eaci, provides only linsited information and covers only a
limited time period. First. the Hay study of nonmanagement jobs
(Stackhouse 1980) provides data on Haypoints ("job grade points™), the
maximum biweekly salary rate, working conditions ratings and sex
composition of 226 full-time job classifications as of November 14,
1980. Nin~ “class listings” --computer printouts, prepared for internal
administrative purposes, showing the maximum biweekly salary rate of
cach job classification — for distinct dates during 1980-88 are a second
source of information. Eight of these class listings also indicate. for
each job classification. the number o) positions authorized and filled as
of the relevant date.* Since all data refer to jobs (“classifications”). the
analyses of this chapter are similar to the class-level analyses presented
in chapter 4.

Many of the 229 jobs evaluated in the 1980 Hay study were not filled
at any point during the period 1981--88. The studies in this chapter arc
concerned only with the 160 jobs that not only (1) were evaluated in the
1980 Hay study but also (2) had at least one incumbent throughout
1981-88.% One other aspect of the data on jobs worth noting at the outset
is that in some cases the same job appears in the class listings in several
different places: in these cases. I have combined all incumbents into one
job.3

Tables 5.1-2 give definitions and summary statistics, respectively. for
the variables derived from these sources used in the analyses of this
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chapter. The data do not indicate the actual proportion of employees in
each classification ( job) who were of cither sex. Instead, cach classifica-
tion is categorized as either “predominantly female.”™ “predominantly
male™ or “heterosexual™ (i.c., neither predominantly female nor pre-
dominantly male); 1 refer to these as “temale,” *male” or “mixed.” Gf the
160 classifications considered in the analyses. 101 (about 63 percent)
were male and 41 (about 26 percent) were female. About 39 percent of
the male jobs are assessed as having relatively adverse working condi-
tions (i.c.. had WRKCON3 or WRKCON4 cqual to unity), whereas
nonce of the foemale jobs are. Also. the average Haypoint rating is
somewhat higher for the male jobs (about 218 Haypoints) than for the
female jobs (about 202 Haypoints).

The last part of table 5.2 also summarizes the seven comparable
worth wage adjustments. as given in the collective bargaining agree-
ments between the ¢ity and Local 101, The contracts express the pay
adjustments made for the different jobs in terms of "salary range move-
ments.” where one salary range movement is cyuivalent to a pay in-
crease of about 0.5 percent.® A small number of predominantly male
jobs received increases in the sixth and seventh set of adjustments (none
received increases in any of the first five adjustments). but. not surpris-
ingly. most of the adjustments were made to predommmantly female jobs.
The first and second adjustments made relatively large changes on a
relatively large scale. For example, the first set of adjustments made
changes to the pay of over three-tourths of the female jobs: those
receiving an adjustment were moved an average of about 9.6 salary
ranges (so that, overall - including jobs that reccived no adjustment —
pay of female jobs changed by about 7.24 salary ranges. on average).
The remaining adjustments were smaller in magnitude and less wide-
spread. For example. the final ser of adjustments changed pay of about
56 percent of the female jobs by an average of about 2.8 salary ranges
(entailing an overall average change, among all female jobs, of about
1.6 salary ranges).

Finally, in the longitudinal analyses discussed in sections 5.4-5
below, T have used variables pertaining to the state of the private-sector
cconomy in the San José Metropolitan Statistical Area (MSA). These
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lahle 5.1 Definition of Variables l \ed in the Anal\ Se8

\unah!e lk‘hmt ion

MAX. \Ai maximum biweekly salary rate of .mh

LMAXSAL  natural logarithm of MAX_SAL

NUMFILL  number of incumbents in job

LNUMFIL  nawra logarithm of LNUMFILL

Sex Compesition Dummies

JOBMALE  indicator: job is predomimantly male

JOB_FEM indicator: job is predominantly temale

JOB_MIX indicator: job ix “mixed”

JOB_UNK indicator: sex composition of incumbents in job is unknown

Working Conditions Dummies

WRKCONO indicator: jobs working conditions feast unpleasant
WRKCON1  indicator: jobs working conditions second-least uapleasant
WRKCON2 indicator: jobs working conditions third-least unpleasant
WRKCON3 indicator: jobs working conditions fourth-least unpleasant
WRKCON4 indicator: joby working conditions most unpleasant

Haypoint Vuriables

HAY. PTS Haypoint rating (evaluation pants) of job x (.01
HAYPTSQ  square of HAY_PTS (Huypoint rating. squared. times 0.0001)

Environmental Variables

TIMEVAR time trend teom gnereases by one umt per year: < Gas of 11'6th
TIMEVSQ  square of TIMEVAR

LNAVWGP I of private-sector wipes. San José MSA

LNWGPSQ  square of LNAVWGP

LN_EMPP  Inof private-sector emplovment. San Jos¢ MSA

LNEMPSQ  square of LN_EMPP

Comparable Worth Variables

AFTRCWIT  indicator: date s on or after 7 1981 (hirst comparable worth pay
adjustments)

FTIMEAF =0 it before 71981 = 1t after 62887 tlast comparable worth pay
adjustmentsy: otherwise, = fraction of time hetween first and last
comparable worth pay adjustments clapsed between 7 19781 and
current date

FTIMESQ square of FTIMEAF

ADJCHGu number of salury range movements given to job pursuant to ath
comparahle worth wape adjustments. @ =1~ 7, through current date
tdates of comparable worth wage ad astiments: 7719 812 8715°82;
T3 PIREL TI1/8LL 670986 6 RRT)

ADI_CUM  cumulative number of saliary range movements given to job through
current i.m Nxm of ADJ( HGI- AI)JC H(;? as uf current dg!c

»
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Table 8.2

Variable Mean

Time-lnvariant Variables:

JOBMALE (} 6312
JOB, FEM 0 2862
JOB.MIX 00812
JOB_UNK (10312
WRKCONU (4250
WRKCONI 01187
WRRCON2 (2000
WRKCONZ 01800
WRKCONS 0102
HAY_PTS Y 194}
HAYPTSRQ §.5038

Time-Varying Variables:
Julv 25, 98t

NUMFILL

LNUMFILL

MAX_SAL 7736250
LMAXSAL 606202
TIMEVAR 19,8783
ENAVWGER 72184
LN_EMPP 14,3899
AFTRCW G000
FTIMEAL SEGEL

Coroher 17, 1981
NUMELLL. 1212
ILNUMFIL I 764
MANX_SAL QIR 3878
LMAXSAL 6 %56
TIMEVAR RN RN
ENAVWGHE 7.3614
LN EMPP I4 4508
AFTRUCW 1 UKD
FIIMEAY [IRFSI IS
Ociober 22, FURS

NUMFILL 14 0e2S
INUMELL I RRAOK
MAX_ SAL [338 5425
[.MAXSAL 71718
TIMEVAR X8 OROTH
INAVWGE T 7984
LN _EMPP 14 6tnt
AFTRCW] PO
FTIMEAF T

Al Jobs (1= 1600

Female Jobs tn=41)

Std. Des, Meun
0483 SR
4.4374 10000
(27130 (00
(11743 ( (XKML
{1 398K ERCN
(1.3248 (11463
0.4012 (10243
(1 3881 00060
0 9] 0 M0
0 NN ARTIRY!
4 25862 40911

197 8078 6] 5023
(2474 64160
U (HKX) 19 S7XR
(0000 TR
[1X4.5:8.0] 14,3899
0 OO0 0. 0000
A OO0
PT343 th X836
1.2208 2H

236 (SY TTH.O0634
(2348 66333
000 21742
(AN 73614
(LN 1] 3508
(0000 | OLKK
(1O (M4
IR AIIEL ¥
1.28%7 2206

14 9823 11612000
(2368 TR
0 (LR IR K076
(OO0 7 Tusd
BEVELS) 14 6060
(XK 1000
£ 0000 I (XKX)

QUi

Std. Pev,

(3 OV
SRVELE
() (KXW
€ (KKK}

(1. 3809
03878
0.1561
O 0000
RN

( RUAN
4.3077

113 6567
(11760
L0000
(LIOXKR)
{1 (XK
00000
.00

22387
1 2639
138,029y
(1702
(ON0.0.0. 3]
O ARKK)
(L ALKN}
(KKK
(LEKRR)

27,1966
{4361
211 OK1S
0,174
£ (X0
{LARKKD
{1 (KKK
(L0000
0 0000

Means and Standard Deviations of Variables
Used in the Analyses

Male Jobs (n= 101

Mean

St Dew

P OO0
(LK)
REGEYY
O 000

0277
G.06493
{3069
.2376
01584

21771
5 WK

814 8514
6 O
19 87K3
7.2189
14 3899
[RNY.4.5:4]
(L0000

P72
7444
9769428
O X394
2} 7932
7 3614
14 4508
PO
(.(KKX)

127524
1.x814
RELNTARY)
7 20RG
288076
7.7954
IEREE Y
LAK00

P o000

BRLE LY
0.0
(LIXEX)
O.0000

04214
(.2882
0.4638
4277
(1. 3669

O RIO8
4488

172 9035
02143
(OO
0.0000
0 0000
0.0000
0.0000

ES RO
I 2166
2126.6800
02023
VOO0
10000
O G
€GO
OO0

16.0687
11756
319.75862
(2337
£ 0000
0000
[$EEY 8.0

o KO0
0 OO00
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Table 5.2 (mntmucd

\li lnh\ (n= mm hmah Euh\ (n --4!) \Lm: luhs = um

Yariahle Mean \td I)u '\h.m \td l)u .\lmn \ld l)u

(umpxmhk \\urth I’m Ad;usmwms

ADICHG! Y378 4.3767 7048 55022 00000 00000
ADIGOTH (4.2125 REE {} 7800 3337 0.0000 0000
ADIAMTY 4 AR82 4 070 9 SR06 4 2A6S

ADICHG2 I 0000 4.JUR6 724 54872 0000 O 0000
ADIGOT? (L2125 (L4103 0 7564 04347 (L0000 0 0000
ADIAMT? 94117 41422 9 3193 42172

ADICHGR €} 3842 0 999 {233 b e ¢ 000D (OO0
ADIGOTR 0, 1500 (1 3581 Q58121 (.5000 0.0000 O 0000
ATHAMT? 23750 1.3772 RIS RSN 1 d6K87

ADICHGY 04842 1 21Kl 1 SRS I 8149 O 0000 0.0000
ADIGOT S (ST AN (L3700 £ S0t (5024 0000 € 0000
ADIAMTS 24618 1 3410 RJRATIR 1 4298

ADICHGS 7250 177 Y 6SRS RERDS 1Y) 1000 .0000
ADIGOTS 01628 (3700 (1 ARS8} (. 39K7 (.0000 Q0000
ADIAMTA 4 3618 P 6304 4 5416 16148

ADICHGH 118254 bola? 7073 o760 (18N {15879
AGOTE {1750 [URLE8 {} S0 0.5024 (394 0 14959
ADIAMTO RREILT (0 Rpo6 RNINRE (4282 RES YY) {0 O004)
ADICHGT (14812 y AT 1 S6 ¥} [.83137 O 10KG () 8459
*OIGOTY 01750 03 RIS 0.5024 (.0398 (. 1959

f JA\H'? MRAE 3 l)?‘)‘&} 2IRI6 (1. 8504 2 7500 0 5000

NOTE Meanstor ADJCHGa. a =1 7. pive the mican number of .\;xl;n} FANEC INCTCMents awar ad
to jubs Uncludig jobs that received nomorementyunder the ath comparable worth tay adjustment,
Mean for ATLJGOTou, o -1 7, gise the proportion of jobs receiving o osalufy range morement
under the ath adsiment. Means tor ADIAMTa a =1 7. give the mean mumber of salury range
mcrerents asarded togobs that recenved anincrenient (esclding jobs that received romerement)
under the ath adpistment

were derived from the Bureau of Labor Statisties ES-202 data file in the
same way as were the analogous variables for private sector wages and
employment used in the analyses of chapter 4 (sce section 4.2 and
section 3.4 for further discussion).

Since this chapter is concerned with comparable worth-induced
changes in wages and employment, it is useful to begin by noting what
the simple descriptive statistics in table 5.2 imply about trends in these
variables for male and femuale jobs. In October 1981 (the first date for
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which employment data are available). the mean maximum biweekly
salary rates in the 101 male and 41 femaie jobs were about $977 and
$771. respectively, whereas v can employment levels per job were about
11.7 and 16 9. respectivel,. In contrast. as of Qctober 1988, mean
salaries were about $1388 and $1161 and mean employment levels were
about 12.8 and 21.5 in the 101 male and 41 female jobs, respectively,
Thus, between October 1981 and October 1988, meun pay grew by
about 42,1 percent and 50.6 percent wherew, employment grew by
abou 8.9 pereent and 27.5 percent, respectively, for male and female
jobs: even though women's jobs enjoyed faster wage growth. they also
enjoyea faster ereployment growth,

5.3 Cross-Section Analvses: Sex Differentials it .lourly Pay,
1981 and 1988

I'begin with cross-section analyses of pay using the data for July 25,
1980, and October 22, 1988, These two dates are respectively the first
and last dates for which wage data are available: the first precedes the
first of the strike-induced comparable worth pay adjustments, whereas
the last comes after the final comparable worth ad;astments, made in the
1986-%9 contract. The dependent variable is the natural logarithm of 4
jobs maximum biwcekly salary rate. LMAXSAL: the independent
variables refer to the sex composition of the incumbents in the job (JOB_
FEM, JOB_MIX. JOB_UNK;, working conditions on the job
(WRKCONT-WRKCON4). and Haypoint variables for the job (sce
tuble 5.1 for further deinils).

The sex composition veriables implicitly take male jobs as a refer-
ences the working conditions variables implicitly use jobs with the most
pieasant (Jeast unpleasant) working conditions — those with WRKCONO
= | ~as a reference. (In both cases, choice of the reference category is
arbitrary and will not affect the results.) Finally, the analyses enter cach
jobs Hayponuts in quadratic form to atlow for the possibility that pay
rises with Haypoints at a decreasing rate (see note 11 in chapter 4).

The vesults of these analyses appear in table 5.3, The first pair of
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columns refers to all 160 jobs: the second, to the 101 male jobs: the
third. to the 41 female jobs. The first column in each pair gives results
for July 1980: the second. for October 1988, The regressions alernately
exclude and then include the Haypoint variables tHAY_PTS and HAY-
PTSQ): I focus on the results obtained when these variables are in-
cluded.

Estimates for all jobs

First. consider the results for all jobs as of July 1980, These indicate
that, in general, less pleasant working conditions (as measured by the
Hay study) are associated with higher pay, although the relation is weak:
only the coetlicient on WRKCON3 approaches significance at conven-
tional levels. There is a very strong relation between pay and Haypoints:
other things being cqual, the higher a jobs Haypoint rating, the higher
its pay.’

Also. and of particular interest here, the results indicate that as of July
1980, before San Josés comparable worth pay adjustments, predomi-
nantly female jobs were paid appreciably (about 20.2 pereent) and
statistically significantly (/=6.65) less than predominantly male jobs
with the same working conditions and Haypoint score. For “mixed”
jobs. the figure is smaller but still sizeable in absolute terms (implying
about 7.4 percent lower pay for such jobs. on average. relative to
predominantly male joas with the same working conditions 2nd Hay-
points) and close to significance at conventional levels (/=1.78). As
noted above, the city and the Local 101 debated about whether these
differences are attributable to “discrimination, pure and simple™; but
there is clearly no room for argument over whether they are substantial.

The second column in table 5.3 repeats the analysis for all 160 jobs
for October 22, 1988, after all of the comparable worth adjustments had
taken effect. The differential between "mixed™ and predominantly male
jobs as of October 1988 was about — 6.3 percent (1=1.71), a relatively
small decline from the 1980 figure. On the other hand. by 1988, the
differential between predominantly female and predominantly male jobs
was only about - 10.2 percent (most of the reduction had occurred by

.
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Table 5.3 Cross-Section Wage Regressions, 1980 and 1988
(dep var. =1, MA\\AL. f-statistics in paremheses)

Female lubs (n -ﬂ)

All ans {n= 160} Mule Jubs (n— 101)

Variable 07/25/8() mfzz/ss 07/&/80 .0/22/88 07/’&/8(1 m/ fSS
W:thnut Haypoint Variah'»-
JOB FEM 0,344 02612
(7.3 (5.3
JOB. MIX =0.0421 —0L0283
(0.624) (0. 404
JOB _UNK 0220 0.1076
(2,308 (1.086)
WRKCON] —0.2002 02483 —0.2070  --0.2564 -0 1838 -0.1718
(3.861) (4.356) (2.334 (2.701 (2.078) (2250
WRKCON2 01435 01510 —0.1451 —0.1687 —-0.2635 01821
2812 {2847 (2,566 (2,780 (1.55% (.86
WRKCONI -~ 119 ~0.15804 -0 1178 -0.1686
(2.009 (2.595) (1.960) (2.628)
WRKCONS  —-0.1871 —0.2153 021200 —0.2634
(3.079) (341 {3,164 (3.68h
Intereept 6.79582 7 321 6. ROOR 7.3603 6 4156 7.0702
(180, 188)  (IR7.36 (18R 719y (160542 (224831 (239204
Adj. R? (.34] (0.223 0081 0.115 0.0u8 0.083
With Haypoint Variables:
JOB_FEM ~0.20210 0 - 01017
{6.654) (3.761)
JOB_MIX ~0.0738 - 0.0632
(1.78M (1.712)
JOB_UNK 1239 0.0002
(210 (0004
WRKCONI 00185 00329 0.0237 00083 0,033 00184
(524 (1.043) .445 (0. 163) ((L.667) (0 861
WRKCON?2 {3.0005 0.0107 {(LOTRO 0. 0050 - 01693 - (L0339
(0.7 (1).366) ({494 (0. 13 t1.628) 1(1L780
WKRC(OIN3 0.0763 0.060K 0.0007 0.0534
(2 080 {(1.862) (2.26(0 (1,244
WRKCONY 0.0106 (.0064 G017 0016}
(1.268) (1183 {(1L-11R) ({).343)
HAY . PTS (L.8010 (.53516 () 5621 (.6088 ().3768 0. 4876
{7.87% 9737 (6.660 (6. 76:0) (310 (124249
HAYPTSQ ~(LOS88 - 0.0637 0680 -0.0753 00408 —0.0548
(+. 734 (5. 784} (38T {4 082 12445 (7.612)
Intereept 5. 8865 £r.3347 5.7967 6.278Y 5. 8580 6.3194
{72,693 {87 868 {59 337 (60 298 (ST 808y (12967
R' (1.70¢0

(1.753

(1,786

0714

(1. 665

(). ‘)4}
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1983). Although this is sizable and statistically significant (r=23.76). it
is only about half of the 1980 figure. Interestingly, the relation between
Haypoint score and pay in these results for 1988 is about the same as it is
in the 1980 results.®

Estimates for male and female jobs

The second and third pairs of columns in table 5.3 present analogous
results for male and female jobs. respectively. Here the most noteworthy
differences between 1980 and 1988 have to do with the regression
intercepts and implied effects of (greater) Haypoints. Both intercepts
rose, but the difference in intercepts changed very little: the male
intercept rose by 0.48 (from about 5.80 to about 6.28). whereas the
female intercept rose by 0.46 (from about 5.86 to about 6.32). In
contrast, whereas for male jobs the pay gain associated with 10 extra
Haypoints changed only slightly - from about 2.52 percent in 1980 to
about 2.71 percent in 1988 --the gain for female jobs rose from about
1.94 percent to about 2.42 percent between 1980 and 1988.% Thus,
although San José’ pay adjustments did not result in exactly equal pay
for jobs of “comparable worth,” these cross-section analyses do raise the
question of whether the adiustments did at least reduce substantially the
sex differentials in pay among jobs with similar Haypoint values--e.g..
by raising the pay gain associated with Haypoints among female jobs to
move it closer to the gain prevailing among male jobs.

Although these analyses refer to a “fixed market basket’ (i.e.. the
same set of jobs) over time, however, simply taking the difference
between the sex differentials in pay at successive dates does not neces-
sarily disentangle comparable worth cffccts from other changes that
went on during the same period. For example. the change in the JOB_
FEM coeflicient between 1980 and 1988 in table 5.3 roselts for all jobs
is not necessarily due exclusively to San Josés comparable worth pay
adjustments: some of the change may have been the result of local labor
market conditions, e.g.. growing demand (and hence higher wages) for
predominantly female jobs such as clerical positions.

Ay
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5.4 Longitudinal Analyvses: Changes in the Sex Differential in Pay,
1980-88

To analyze how pay rates changed as a result of the comparable worth
pay adjustments. I now usc estimates that exploit the longitudinal nature
of the data. Data with information on wages are available for 10 dates
(from July 14, 1980. to October 22, 1988: see section 5.2): thus the
fixed effects analyses of wages have 101 X 10= 1010 observations and 41
x 10=410 obscrvations for the 101 male and 41 female jobs. respec-
tively. Unlike the cross-section analyses of the previous section, the
longitudinal analyses of wages include three other kinds of variables.

First. to embody the environmental variables discussed in connection
with cquation (3.7). T use price variables (CPINDX1-4), time trend
terms (TIMEVAR and its square. FIMEVSQ) and/or measures of
private-scctor wages in the San José Metropolitan Statistical Ares
(MSA) as of the relevant date (LNAVWGP and its square. LNWGPSQ).
As inchapter 4, the price variables give the value of the Consumer Price
Index for All Urban Consumers (*CPI-U™) in the month immediately
preceding the month referenced by the data (CPINDXT) or three, sixor
nine months prior to that. Like the TIMETRND variable of chapter 4.
TIMEVAR mecasures the number or years clapsed since January |1,
1960. and increases by one unit per year LNAVWGP is analogous to the
private-sector wage variables LNWGMSAP and LNWGMINP of chap-
ter 4. and is derived in the same way from the ES-202 data. Second. as
noted below. Iinclude alternative specitications of the comparable worth
variable € of equation (3.7).

Comparable worth variables

A review of section 5,2 indicates some of the dithiculties inherent in
disentangling changes in pay induced by comparable worth from
changes in pay that would have occurred oven n the absence of the
comparable worth wage adjustments. The first problem iy that, as a
source of betore-und-after comparisons. the data are quite limited: data
are available for only ten dutes during 1980-88: only two of these ten

Do
T



Comparable Worth in San Jos¢ Municip o Government Emplovment 199

dates come before the citys first comparable worth adjustment of July
19, 1981 and only two more fall after June 28, 1987 (when the last such
adjustment occurred). The second problem is that the variables in the
data do not vary both cross-sectionally and over time (except those,
discussed below, referring to the comparable worth pay adjustments
themselves). On the one hand. as noted in table §.2. the available
information on jobs’ working conditions, Haypoint ratings and (initial)
sex composition is time-invariant: thus these variables drop out of a
fixed-effects analysis. and in any case can shed no light on changes over
time. On the other hand, the environmental variables (the time trend and
private-sector wage and employment variables) vary over time but not
cross-sectionally, In a setting of this kind. identitying two separate
phenomena occurring over time~ comparable worth effects and other
effects —using data for a small number of dates will inevitably prove
diflicult,

These limitations distate very simple specifications of the comparable
worth variable €. As noted in chapter 3. the specifications are of two
kinds: in the first, C, is a function of time alone. and simply indicates
whether comparable worth was “in force™ as of time 1 and thus able to
affect pay of any job /. in the second, G, varies cross-sectionally as well
as over time. and indicates whether (and to what extenty cach job i was
targeted for a comp. rable worth pay adjustment as of time 1,10

C,, as a function of time alone. The first version of C, treats the
comparable worth effect on wages as a function of time alone. as
embodied by two different specifications. In the first or “"dummy™ speci-
fication. €, is a simple indicator variable AFTRCW 1. equal to unity for
all dates after the first set of comparable worth wage adjustments (July
19. 198 1) and zero otherwise. This treats the comparable worth adjust-
ments as equivalent to a once-and-for-all change in the level of wages.

A second or “quadratic” specification uses not only AFTRCW1 but
also two continuous variables. FTIMEAF and FTIMESQ. As shown in
figure 5.1 (which. for purposes of illustration. abstracts from all other
fuctors that might ¢ Tect wages. c.g.| secular and cyclical effects). this
provides a guadratic approximation to the pattern of comparable worth

203
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pay adjustments that occurred during July 19. 1981-June 28, 1987.
Specifically. FTIMEAF is cqual to zero for the two dates (July 25, 1980,
and November 14, 1980) prior to the first sct of wage adjustments (July
19. 1981): is equal to unity for the two dates (August I, 1987, and
October 22, 1988) after the last set of adjustments (which occurred on
June 28. 1987); and, for the remaining six intermediate dates, is equal to
the time elapsed between the current date and the first set of adjustments
(July 19. 1981) as a fraction of the entire period of adjustments (July 19,
1981-June 28. 1987). FTIMESQ is simply the square of FTIMEAE !
Thus. in this quadratic specification, the coeflicient on AFTRCWI (the
b, of figure 5.1) reflects the initial shift in pay rates that occurred with
the first set of wage adjustments: whereas the cocefficients on FTIMEAF
and FTIMESQ (the b, and b, of figure §.1, respectively) represent the
eftects of subsequent adjustments through the end of the period consid-
ered. Since both FTIMEAF and FTIMESQ equal unity as of the end of
the period of pay adjustments, the final or cumulative effect of the
adjustments is given by the sum of the coeflicients on AFTRCWI,
FTIMEAF and FTIMESQ.

C, as a function of turgeting. The second version of the comparable
worth variable indicates the extent to which cach job was targeted for a
comparable worth wage increase as of time 7, based on the number of
salary range movements provided for cach job under the comparable
worth wage adjustments. Thus, this second version of the comparable
worth variable varies not only over time but also cross-sectionally.

In the wage analyses described below, T use two specifications of this
version of C,. In the first. C,, for cach job as of a given date iy
represented by seven variables. ADJCHGI-ADJCHG7, where
ADICHGu. ¢ = 1-7. i~ the number of salary range movements given to
that job pursuant to the ath comparable worth wage adjustment as of the
relevant date.'? The second specification of this version of C,. ADJ_
CUM. denotes the cumulative number of salary range movements given
to cach job as of the retevant date: i.e.. the sum of the ADJCHGa,
«=1-7. as of the same date. '

There are obvious Himitations to each of these specifications. As noted

02
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Figure 5.1 *“Quadratic” Specification of Comparable Worth Effects
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in chapter 3, specifying C,, as a function of targeting may entail prob-
lems of endogeneity (for example. C, defined in this way may not be
independent of the regression error term). Fixed-effects estimation may
avoid this problem to the extent that jobs are targeted for comparable
worth wage increases because they are “chronically underpaid.” pro-
vided being “chronically underpaid” can reasonably be regarded as a
fixed effect. However, specifying C, as a function of targeting also raises
a conceptual issue: even in the absence of the endogeneity problem,
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adopting this specification of €, means that one can estimate only the
effect of comparable worth on targeted jobs relative 1o nontargeted jobs.

In contrast, as noted in chapter 3. specifying C,, as a function of time
alone permits one —at least in principle —to estimate the average eftect
of comparable worth on pay relative to what pay would have been in the
absence of comparable worth. 1t will soon become clear, however. that.
given the limited number of dates for which data are available, dis-
tinguishing comparable worth effects per se from other influences on
wages using a “time alone” version of €, is not feasible here,

Fixed-effects estimates

With this as background. I now discuss fixed-ctiects wage regressions
for female and male jobs as set out in table 3.4, For each type of job,
the results appear in groups. Coiumns (1)-(3) use the first or "dummy”
specification of the "time alone™ version of C,,: columns (4)-(5) use the
second or “quadratic” specification. Columns (6)~(8) use the seven-
variable (ADJCHGI-ADICHG7) specification of the targeting version
of C : columns (9)--(11) use the cumulative (ADJ_CUM) specification.

i

C, as a function of time alone. The most striking feature of the results
for both female and male jobs when C, is specified as a function of time
alone is their extreme variaion. For example. for female jobs, the
dummy specification with time-trend variables (column (1)) yields an
impiied comparable worth wage effect of 0.0505, wherceas the quadratic
specification with the same time-trend variables (column (4)) yields an
effect of —1.4882! Similurly. the quadratic specification with private-
sector wags variables (column (§)) implies a cumulative comparable
worth wage gain of about 7.64 percent for men and a comparable worth
wage loss ¢ “about 8.13 percent for women! Note also (recall note 14)
that. since the available data refer to only ten dates, it is not feasible to
include niore than nine time-varying (but cross-sectionally invariant)
regressors. This means. for example. that it is not possible to include
both time trend and private-sector wage variables in the quadratic
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dep. var.=LMAXSAL: t-statistics in parentheses)
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Variable

$) ) IR} h
Female Johs:
AFTRCW | (L0805 0442 R URTOR = (L0808
(1.804) (1.305 (1488 (2 009
FTIMEAF -2 331
{1 868y
FTIMESQ (1.9237
(2,728
CPINDXI SR IR TR (L4432 - 26270 ~3.7910
() RS (1.22% 3.5y (1. 36
CPINDX2 ~ 13204 SR RC 14,4221 1. 7I88S
(2.286) (171 {777 fp.a%)
CPINDX3 315 .5525 =6 1358 2078
(1156 {1.0udy ), 945 (1 5948
CPINDXY (19478 (LRG3 - 49.607R 11751
132583 TRIRD A3 (1.753 (.50
TIMEVAR ARSACT R R X1 { UR86
() 60N ((} ROR)y (1eln)
TIMEVSQ 00012 SNSRI ¥ ~(H 324
t] 345 ()73 ] .60m
LNAVW(GP ~4.27497 1607414
haas o} GORy
LNWGPSQ 0.3153 =17 8642
(174 (.90
Implied cliect of comparable
worth on wiges, 0808 00342 ~(). 3683 - J48K2
Male Johs:
AFTRCW] aan 00333 - TRUY - 00758
454y EENR RS (1825 (2R
FTIMEAV = (L7020
(.84
FTIMESQ (322
] 73
CPINDXI 1 B8RS} b {5882 1 j2ud (.3223
£ 30y (4 Ud) (2267 () 173y
CPINDX? - 17836 DA 212258 ~{(1 4115
: o TU 11,135 (F 71 TURIRY
CPINDX2 HEIAL S 4.5500 R 2562 03179
(3 X35 1] 66 ¢ SRy 474
CPINDNY 7418 (717N - 149330 1.3890
(3750 3 T i1.78%) (2,605
TIMEVAR (003 35142 (1. 507y
(w1 (1 X35 1,624
TIM}-L\"SQ [BNE:8.8X) BRIRS S N - {3 O0K9
() end 3 t1.763 {0,700
LNAVW(GP ~1aaen 367 0807
[AEIRRY! R
LNWGPSO 124976 I8 2320
(] 70 REEIET]
Iiplied effect of comparablic
worth on wiges: RIS (0333 NI U T (1 K56

o

0. 1648
((.8249)
-0.55830
(1.3

G.3072
(1.627)
~1.5108
(09583
~2 3530
(0.¥290)
~( 061
((L0890)

10305
(huTh

< 23 DOKRK

(1L57%
A 1
({1 5924

-{LORE3

S 0318
(y 238}
(L0494
(1760
(O IS73
11555
10216
Y IR,
{1 564N
TURIIEN
001727
) 383,
FO8R7
[BEULT

J3.200%

(47601

{1 RRUS

[IHRIIRN

(3.07643
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Table 5.4 (continued)

Variable

ADI_TUM
ADICHG!
AIICH2
ADICHGE
ADICHGY
ADICHGS
ADICHGE
ADICHG?
CPINDXI
CPINDX2
CPINDNI
CPINDXS
TIMEVAR
TIMEVSQ
LNAVWGP
LNWGPSQ

Tmiphied effect of commparable
worth on wiges

AD) CUM
CPINDXI
CPINDN2
CPINDX?
CPINDNS
TIMEVAR
TIMEVSQ

LNAVWGE

6}

[ANE AN
(70430
0.0022
(2491 h
(LIRS
RIS RN
00039
t1.780
Q0023
(1.107)
0.0017
(0.8
G006
RINE ¥

=0 0733

t0.216
-1.883%7
REJRY

1.6830
t5.550
O.425S8
(3494
(L TOSS
2778
g 0023
(3,346

{0 0O8KT

{7

(L0082
(6.252

(U026
{3.299)

Q0108
399

ERALEIK

W 174
0.0026
(2401
0.0056
(2208
Q0068
(2174
(.7690
(3494

- 12642

(251
10771
(2 46
02702
[BERRL

~- 11133

() 897y
(10922
751

(3 OANH

{in

(8) L) (i
Female Jobs;

() (M} 0 (G (L0

(1983 (X8G4 (23 407
00037
14 886
L0
(5.842)
) (HISS
(QRNY
O.0061
(3,138
(1.0036
{3,950
00004
(.22
00081
(1. 984

- 258421 0.3836 10514 21292

(6,743 (151 4. 29 16.339)

S48 -1.6777 -1.3270 4.8236

(7373 (143 (3.248) 7. 184

-2 8822 14742 08663 -2.7338

(578G (S49 (2438 (6,340

~3 0637 09435 03507 - 15666

(6 U8K) (435D (20580 17.362)

(19530 -0, 1260 (.85158

(X071 (3689 t8.250

-~ ()91 0.0028 - (,0081

(631 (3 10nh 16,51

135 782K ~0.0068 123 6500

(10420 (L0040 (10800

g 24496 0 0186 ®.4160

(10 94y AL 166 (LT

1 086} ().08K3 (1. Q568 {1 OSK3

Made Jobs:

(00026 00028 0.0017

(1 027 (1.12h (0. 70

(19884 12706 - (.5833

1407 (8.76% i1 638y

Peg2t - 14740 23091

(3584 (4008 (3328

{).8812 {14708 1 X2

{3858y (1 47 (3 oKy

.7743 0.7197 -1 4RO

A9 470 (3.854)

L0034 (8941

(fF 10K (S 33y

AREEIN (R

(1) S 4.4

O 7468 0 75 419

(87 LIMRY]
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Table 8.4 (continued)

Yariahle ) N (8} (%) (1 {n

LNWGPSQ 00n3 -5 1381
(0. 744} th 14Xy

bplied effect of o yarable

warth on way (3H3 ¢ 351 (LK {1 000

Iuplicd effecr of o nparable worth on wages

Regressiony (-3 coethicient on AFTROWT,

Regressions (4105 sum of cocthicents on AFTROW L, FTIMEAF and FTIMESQ

Regressiony ¢61-(8y. wum of products of cocthioents on ADJCHGa and means of ADCHGq
s 1- T ADICHGE = runge increase revenved i ath comparable worth
may adiostment. including jobs mecenang no mcrease)

Regressions i1 1110 product of coctlicient on ADJ CUM and mcan of ADE CUM (- sum of
means of ADICHG - 1 731

specification (AFTRCWI. FTIMEAE FTIMESQ) of comparable
worth wage cffects.

It seems clear, then, that the small number of data points and the
absence of variables that vary cross-sectionally as well as over time
make it very difficult to distinguish, in a reliable way, between wage
increases aitributable to comparable worth and wage increases attributa-
ble to other (e.g.. cyclical or secular) factors.

L as a function of targering. With this in mind. consider estimates
derived using the targeting version of C,. shown in columns (6)-(11) of
table 5.4. Rather than ask about the difference between pay in the
presence of comparable worth relative to what pay would have been in
the absence of comparable worth. these are concerned with a potentially
more modest question: the effect of comparable worth on pay of targeted
relative to other jobs. (The answers 1o these two questions will be the
same only if comparable worth had no effects. even indirect ones. on
pay of non-targeted --¢.g.. predominantly male ~ jobs.) Asn: ~d above,
to the extent that jobs were targeted for comparable worth wage adjust-
ments because they were “chronically underpaid.” and to the extent that
being “chromcally underpaid™ vy be treated as a fixed effect. fixed-
cffects estimation avoids the endogeacity bias (due to a correlation
between the regression error term ¢, and the targeting version of the

2
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comperable worth variable €,,) that may arise if OLS is used. Moreover,
since the targeting version of C,, varies cross-sectionally as well as over
time, it turns out that questions about the cffect of comparable worth on
pay of targeted relative to other jobs can be answered rather precisely.

Columns (6)-(8) of table 5 4 present estimates for female jobs using
the seven-variuble specification of the targeting version of C,,. (Only a
few male jobs were targeted for comparable worth wage changes. and
then only in the last two sets of adjustments, so no results for this
specification are shown for male jobs.) Regardless of which set of
“environmental variables™ is used. the implied effect of the comparable
worth wage adjustments on i nale jobs is rather stable, ranging be-
tween about 5.6 and 5.9 percent.

Columns (9)--(11) present results obtained for both temale and male
jobs when one collapses the seven ADJCHGa variables into a single
cumulative variable, ADJ_CUM. Again, the implied effect of compara-
ble worth en wages in female jobs is highly statistically significant and
essentially the same (between about 5.7 and 5.8 percent) regardless of
which sct of environmental variables is used. In contrast, the implied
effect on male jobs” wages is negligible in terms of both magnitude and
statistical significance.

In sum, the city’s comparable worth wage adjusiments do appear to
have led to genuine changes in pay for predominantly female jobs: even
after one takes into account environmental forees tas measured by
prices. tme trend and/or private-sector wage variablesj that may have
affected wages over the same period. the comparable worth wage
adjustments appear to have raised pay in targeted. predominantly
female jobs relative to other jobs. To the extent that it is legitimate to
assume that the comparable worth wage adjustments did not affect (even
indircetly) pay in nontargeted jobs, the compuarable worth wage effects
shown for regressions (6)-(11) are also estimates of the effect of com-
parable worth on the cost of female jobs relative 1o the cost that wouald
have prevailed in the absence of the adjustiments.

Of course. in a naive view. it is not necessary to use a statistical
amalysis to distinguish between wage changes attributable to compara-
ble worth and wage changes that would have occurred even in the

il
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absence of comparable worth: could it not be argued that the city’s
contracts with Local 101 and reports by city personnel officials docu-
ment all of the pay increases awarded to jobs targeted for the special
ey equity” adjustments? The difficulty with this view is that some or
even all of these pay changes might have occurred in any case (due, ¢.g..
to changes in the cost of living or local labor markei conditions): thete is
potentially an important difference between (1) pay changes identified
by city or union officials as a con:equence of comparable worth and (2)
pay changes that would not have taken place, cther things being equal. in
the absence of comparable worth. Furthermuore, neither the city nor the
union has attempted to specify what, if anything. co-nparable worth did
to pay for jobs other thun those targeted for comparable worth pay
adjustments. For example the city may in effect have tried to finance
some of the comparable worth adjustments by keeping a lid on pay for
other jobs. (Indeed, as noted earlier. at one point during the 1981 strike
the city threatened to do precisely this.) Alternatively, the union may
have tried to increase support for the comparable worth adjustments by
having male jobs (and thus, presumably, male workers) share in the
gains. In either case, then, itis desirable to attempt to separate ohserved
wage gains into components attributable to comparable worth and to
other factors. Indeed. ignoring the underlying environment (as proxied
by price. time trend and/or private sector wage variables) overstates the
wage changes attributable to comperable worth as such: simple fixed-
effects regression of LMAXSAL on ADJ_CUM withour any environ-
mental variables vields coeflicients of 0.0164 (1=232.533) and 0.0539
(1=4.513) for female and male jobs. respectively: these are much larger
than any of the coeficients on ADI_CUM shown in columns (9)-¢1 1) of
table 5.4,

3.5 Longitudinal Analyses: Changes in Emplovment, 1981-88
I now consider the extent to which the compuarable worth wage

increases affected employment. As in chapter 4. the basic approuach
consists of two stages. First. | estimate the employment demand fune-
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tion (3.10) to obtain measures of the effect of wages on employ ment,
ceteris paribus. Then, T use these wage clasticities and the estimates (or
guesstimates?) of the wage changes aftributable to comparable worth
noted in section 5.4 1) estimate the actual effect on eimplovinent of the
“pay cquity” adjustments.

E.uployment demand function estimates

As in chapter 4, the unit of observatio.. in the employment demand
analyses i a job (classification), and the dependent variable is always
the natural logarithm of employment in the job. The wage variable (the
W, of (3.10)) is the (In of the) maximum of the range of pay rates for
cach job (LMAXSAL).'* Estimates are presented separately for female
and male classifications. As in chapter 4, I present estimates controlling
for prices. time trend terms and/or private-sector patterns. where the
latter are now measured by the (In of? private-sector employment in the
San Jos¢ MSA as of the relevant quarter. LN_EMPP

As noted in sections 3.4 and 4.5, pooled OLS estiniaies of employ-
ment demand functions, ¢.g.. (3.10). are implausible on a priori
grounds: they may merely reflect the hierarchical nature of employ-
ment.’® Accordingly. T turn directly to fixed-ettects estimates for San
José, which appear in tobles 5.5 und 5.6 for female and male jobs,
respectively, Data with information on empleyment are avatiable for
cight dates (from October 17, 1981, to October 22, 1988: see section
5.2): thus the fixed-cflects analyses have 101 x 8 =808 observations and
41 X 8= 328 observations for the 101 male and 41 female jobs,
respectively.

The tmplied wage clasticity 1s always at least about 0.77 (in absolute
value) for female jobs: it is smaller inabsolute value (at least shout 0.34)
for male jobs. The male wage-clasticity of employment 1s usually
significant at reasonable levels; the female elasticity is much less pre-
ciseiv estimated. possibly because of the relatively low sample size for
the female jobs (since fixed-effects estimation requires one degree of
freedom for cach cross-section unit, the effective sample sizes in the
analyses for male and female jobs are 808~ 101=707 and 3128 -4]
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Table 5.5 Fixed-Effects Employment Regressions.
Female Jobs, 198188
(wage variable = LMAXSAL; t-statistics in parentheses)

Variable h (2) K)] 4
In{wage) --1.05836 —1.1423 —(.7662 ~-1.1476
(1107 (1.187) (0.89M {1.1R8)
CPINDX] -2.4428 - 2.6952 0.4573
{0471 (0.518) (0.131)
CPINDX2 0.2405 1.5568 —0.3942
(0.041) {(0.254) (0.068)
CPINDX3 -0.5303 ~-1.7969 0.1751
(0.106) (0.334) (0.035)
CPINDX4 21015 1.4723 [..168R
(0.730) (0.484) (0.480)
TIMEVAR 0.0833 0.3964
(().628) (0.803)
TIMEVSQ -(.00582
(0.643)
LN_EMPP ~{), 1403
(0. 10
DUMMYS32 0.1699
(1313
DUMMYS§2 (0.2489
(1.400
DUMMYS84 (0.2806
(1.51%)
DUMMYS§S (. 3664
(1.55%)
DUMMYRg6 {) 4857
(1.528)
DUMMYS7 0.5516
(1.519)
DUMMY&RS 0.5927
(1.483%)

NOTE: DUMMYRY DUMMYRK are indicaters denotiag whether an obsersation portinns fo
given cete (1 22 RIR DS RV ETRL A 2T KA T ROOR LR on 1020 KK sespectinedy b after
the first date covered by the dista €10 17 8

4]
b
)
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Table 5.6 Fixed-Effects Employment Regressions,
Male Jobs, 1981-88
(wage variable =LMAXSAL: t-statistics in parentheses)

Variable (n 2) 3) )]
In(wage) —-(.4707 -0.5210 (). 3387 ~.52)8
(197 (2184 (1,438 (218
CPINDX! - 1. 8143 —1.9155 3.35583
(0.862) (.91 (211
CPINDX2 -4, 7877 ~2 3634 ~8.8300
(1.860) ((1.955) (2.01%)
CPINDX3 3.5840 1 4694 4.3720
{1.636) (0.631) Q.00
CPINDX -0.3208 — 16803 -{.72381
(0. 290 {1.380 (0.600
TIMEVAR 0.1642 0.7043
(2.8 {3.280)
TIMEVSQ - 000058
(261
LN_EMPP —{}.3888
((1.655%)
DUMMYS2 0.0460
{1.300
DUMMYS3 (1.0835
(1.87%)
DUMMYg4 00.1285
(2.793
DUMMYSRS (1.2082
(3.620
DUMMYS6 ().3050
(+.352)
DUMMYR? .3374
{4.2490
DUMMYRE (0.31958

(3.598)

NOTE: DUMMYR2 DUMNMYRN are mndiators denotimy shether wn observation pertaims to u
givett dite ¢ 2T RAUK 2SR DT ORI 0TRSO T T N60N ERT o J0 20 8K respeddivelyyatter
the tirst date covered by the dats o1 17 R

21
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=287, respectively). Inabsolute value. the lowest elasticity estimate for
both male and female jobs oceurs when iN_EMPP but not time trend
terms is used (column (3), tables §.5-6): however, LN _EMPP is not
itself significant at reasonable test levels in cither regression. Of the four
estimates inthese tables. the ones in column (4) are the most plausible. V7
These imply w.ege elasticities of employment for female and male jobs
of about - 1. 15and -0.52, respectively. Recall that, as noted in section
3.4, the clasticity estimates in tables §.5-6 are most reasonably inter-
preted as output- (or budget-) constant employment clasticities. ex-
clusive of any employment redactions attributable to the decline in the
purchasing power of San Joséys personnel budget duce to the comparable
worth wage increascs.

Thus. these estimates, like those obtained in chapter 4, are generally
larger in absolute value than those obtained in previous work on state
and local government employment. Again. the special nature of the
situation considered here --analysis of 4 single emplover that adopted
what seem to be genuinely exogenous changes in ity wage rates - may
help explain why the results here differ from those in previous work.

Estimated emplovment effects

Given the fixed-effects wage elasticities just noted., calculation of the
cuect of San Josés comparable worth pay adjustments on municipal
employment is straightforward provided suitable estimates of the wage
cffects of the adjustments are available. As noted previously. the esti-
mated wage effects indicate the impact of comparable worth on targeted
refative to nontargeted jobs. I they also indicate the effect on pay
relative to the levels that wouly have prevailed in the absence of com-
parable worth —which is possible. but by no means certain--then the
longitudinal wage analyses of section 5.4 suggest that comparable worth
may have changed wages by between about 5.7 percent and 5.8 percent
for female jobs and had essentially no efiect on pay for male jobs. Since
the wage elasticity of employment is about = 1.15 for female jobs., the
wage eftect for temale jobs translates into a cereris paribus employment
effect that is between about —6.55 percent and - 6.67 percent. In

o0
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contrast, since the wage analyses imply that comparable worth had
negligible effects on pay in male jobs, the employment effect on these
jobs was likewise negligible.

Of course. yctual employment in female jobs rose between October
1981 and October 1988, because other forees in addition to comparable
worth wage increases woie at work. In particular. the fixed-etfecis
analyses in tables 5.5-6 imply exogenous employment growth of over
10 percent per vear for women’s jobs. ' Thus, to say that the employ-
ment effects of comparable worth were (no more than) about - 6.67
percent for female iobs 18 nof to say that, due to comparable worth,
employment in 1988 was lower by these amounts for these jobs than was
the case in 1981, Rather, it means that, in the absence of comparable
worth, employment in 1988 would have heen about 6.67 percent higher
than ir actuclly was. In other words. implementation of six year
comparable worth wage adjustments in San José was roughly the eg
alent of somewhat less than a year of lost growth for female jobs,

8.6 Summary and Conclusions

Becuuse of the limitations inherent in the avatlable Juta. conclusions
about the effects on wages of San Josés comparable worth wage adjust-
ments are problematic. It they can properly be regarded as measures of
the effect on wages relative to levels that would otherwise have pre-
vailed. then the estimates indicate that San Josés comparable worth pay
adjustments may have raised wages by between 5.7 percent and 5.8
pereent in female jobs, and had negligible effects on pay in male jobs.
As a result, the six vears of comparable worth wage adjustments in San
José had a negligible effect on employment in male jobs. and may have
reduced emplovment in female jobs by between 6.55 percent to 6.67
percent — roughly the equivalent of somewhat less than a year of lost
cmployment growth, ¥ In terms of employment. then. the real losers
from the comparable worth pay adjustments in San José —as in Min-
nesota - are likely to have been persons (particularly womeny in the

R
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private sector or not in the labor force who were seeking public-sector

jobs.

NOTES

" Much of the discussion mthis seetion s based on Flomnnng 19801, Hutaer (19861 and
Farnguist ¢t al, (19N

S According o w Pepsonne] Departiment memoranduns ckarmguist, 19845, the total cost of the
five adjustments made during 198183 was approamately $6.8 million ewhich may be compared
with i total pay and benefitcost i TI8T, of approvamately $10 mithony Duning the first two vears,
the special adjustments averaged about $8O0- S900 per emiplovee., or about 4.5- 8 percent of annual
pay s subsequent adjustments were somewhat smaller,

b The chss bistings have used are dated July 2501980, October 17, 1981 January 22, 1983,
August 15, FURI March 17, 198RS Aprd 27, 19SS July 7. 1986, August 1. 1987 and October 22,
TY8Y. The Distings for Ouviober 17, 1981, and Tater dutes include dats on posttions filled as of the
relevant date, whereas the ones prior to October 17, 1981, do not. Other fistings are svastable (e.g. .
forJuly 1, 198 but the salary figares i them are the same as the ones in those just iisted (e g for
July 25198 San Josd also mamtinns computerizes Bies on the personnel histories and charac-
teristios of indivacod cmplovees. Such data, however, are not avarlable for scars prior to 1982
Crecall that the st set of comparable worth pay adiustments ook coffect i July 1981)

* The resalts are not sensitine to this exclusion. essentially the same estimates ave obtained
when sl 229 jobs are analvzed . i addimion, results obtned for jobs with posttive numbers of
mcumbenis when observations ofiaob are weighted by the number of icumbents in thut job are
exsentially the same as when unwerghted observations are used, so only the unweighted results are
presented here

*For evample, some imcumbents g job are designsted ntidential” when they work wath
semor mrsnagers, and bilingual meumbents in job sometines have the designation “speciading”
appendued to their ob utle. In determining the total nmber of mcumbents in soch gobs, 1 have
included persons with "conhdentiad™ or “specishist™ nthes,

" oy example. Exhebit 1 e Pay Equats Adiestments™of the 1981 83 contract hetween the cits
amd Local 0T specities, amony other things. that job chissno. THO (Pnneipal Clerby willmone 13
safary runges effectne July 19, IR and sl move s turther 12 ranpes effective August 15, 1982

T The salary-Havpomt relation tlattens out (or “dogleps™ at higher Hay point values: pay
mereases with Hav pamts, but ata decreasing rate. Evaluated at the approximate sveradl mverage
Hay pont—alae 12219 popnts 1 an addimonal 10 Hay pomts areassociated, on average and other things
beig equal. with roughty 2 39 percent igher sabiny.

* Bvaluated at the approsimate mean sajue ttor dl jobs tishon togethery of 219 Has points. the
FORK resalts muply thatan ncrcise of 10 Hay ports ivassocited onanerige and other things being
equal, With annerease 1n pay of shout 2 66 percent (oss about 2 39 pereent i the results tor July
198

T incach Gise, these percentge igutes represent the change m the matural fogarithin of sabiny

assoviafed with un mercase m Hay ports from 219 che overat mean Han pomt vatuey to 2249 mphed
by the regression coetivients tor the relovant sear ether U8 or TURN)

See note 26 of chapier 3 for further discussion ot ths distinetion.
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" For example, the valae of FTIMEAF tor data as of March 170 TURS 18 about 0448 o that
FTIMESQ is slighthy over 0,200 To see this, note that the penod of wage adjustments (1981-8T7)
covered by the datiis approsinatedy sis years fong and that as of NMarch 17, 1984 about tworycars
and eight months had clapsed sinee the fist adjustments of July 19, {98

22 For example, a job that recerved a pay adjustoent of five salary ranges effective as ot the fust
of the comparable worth changes (une 28, 19871 would have ADJCHG T ADJCHGO equal to zero
for all dutess would have ADJCHGT equad 1o zero for afl dates prior to June I8, 1987 and would
have ADJCHGT equal to tive for all dutes after June 27, 1987 Similarly, ajob that never received i
pay equity adjustment would hive zero vidues for cach of the ADJCHGa vartahles s of all dates.
(Values shownn table 52 for the ADICHGa are the “inal™ values e relevant o dates atter June
27,1987

VU For example, consider woob thit recenved anmorease of tive salury ranges as part of the first
adjustments dJuby 19, 198D, @ turther norease of four ranges under the second adjustments
tAugust 15, 19821, und none thany of the subsequent adjustients. Then, tor this job, CUMCHCW
cquals zeropriorto July 19, J98T: equals tive for dates between July 19, 1981 and August 14, 1982
and equals nine for dates on or after August 150 1982 The entries for ADLCUM bl 8 2are
the “final™ values, 1o L thase relovant to dates after June 27, 1987,

s Recall that this Chapters wage amdyses refer exclusivels tojobas Al of the variables - the
comparable worthand en - rranmental (e ume-tread and private wape Naniables— includedin the
fixed-offects regressions of table 5 4 exlubit only tme-series variation: none of thent vanes cross-
sectionaly as woll us over ime. (o contrast, chapter $5analy ses of wages i Minnesota were based
on data for mdividual employees rather than jobs . and thus inchuded variables that vary cross:
sectionally as wellas over time. This has severad miplications for the wage anady ses of this chapter.
Fiest, aince the data cover only ten dutes, 1t s teasibie 1o include no niore than e me-varving
thut cross-sectionallsy imvirnanty regressors i the fixed effects regressions: Second. in the absence
of variables that vary crossoseetionally, pooled OLS regresstons with the same vanablesised inthe
tixed-cfiects regressions of tuble § &y ield voetiicient estimates that are identical to the tived-eftects
eatnates. so do get present of discuss pooled OLS results corresponding o the ived-eflects
results m table 8 4

PThe s Distings for October 1981 and later dates - Fe s tor the dates considered m these
analyses of emplovment show the mimmmum as well s the masimuny of the salury range forcach
cLisstfication; henee, to maosure the cost of workers m cich clussificition for these anals ses, one
can use the Hn ot Fanmmunm s nanamam salars, or the da of ther mudpomt between the nusamum
and the mummum The resalts, hosweversare virtustly dental regardless of which of these three
wiee variehies ivoused

i nutshell the difterence betweon tived-ettects and pooled OLS esimuates ot emplosment
functions for San Jose s essentfly the siame as the ditlerena ¢ for Misnesolis tsee partivafarly tble
4.8 San Jose as n Minnesota, pooled OLS estimates of wage elastiaties of employment are
considerably rpher i abelnte sstue thas fiaed edeats estimates derived aeang the same set of
(mmevaryingy sartahles

FUThe fourth volumin of tibles 8 5 6 iees the most generad possible specification ot coviton-
mental varabless o+ set of dummies, ane for cach period represented i the data besend the tinst,
which i~ thus onplhicids the referepee category eNote that differences between coefficients on the
successie dutnmn varablos s this tourth colunm measare exogenous cmplonrent growth from
one date to the nextu ) Inabsolote vidue, the wage clastictnies yrelded by this speaification wre eithe
about the samie as of Jarger than those detived using any of the other sariants, The peneral dummy
varfable specification s feasibic in the - nplovmient anahyvses becise the ™wage™ variable i these
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anady ses varies crossesectionally as well as over ime, Incontrast, in most of the amiyaes of wages
reported i table 5.4, there are no varables that vary cross-sectionally. and <o 1 those analyses a
fully general dumms variable specificanon of the hind used i tables $.5-6 18 not possible,

" n particularn, note the results in columm (43 of ecach table and recall the discussion in note 17,
above,

" Note, however, that these emplovment effects are based on output- (budget-) constant
elasticities, and so may hase been magnified at Jeast to some extent by (e.p. ) expenduure cuts
undertaken to help pay for the wage incrcases
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Comparable Worth in Australia

This chapter is concerned with Australia’s version of comparable worth:
a policy. first adopted in 1972, of “equal pay for work of equal value.”
Several countries have adopted pay policies that contain at least some
elements of the comparable worth principle (Bellace 1980), and a
number of observers have argued that Australia’s implementation of
“equal pay for work of equal value™ has fallen far short of perfection.
Nevertheless, it appears that Australia. to a greater extent than most if
not all other countries. has adopted and even implemented pay-setting
practices that can reasonably be characterized as akin to comparable
worth. How have these policies affected wages and employment of
women and men?

6.1 Background

To the U.S. observer, the idea that comparable worth of any kind
would find a home in Australia might at first seem puzzling. Compara-
ble worth in Australiu, the land of Crocodile Dundec, Ned Kelly, the
Outback. and Rupert Murdoch?

Perhaps the most important factor contributing to comparable worth
in Australia is that “[gjovernment intervention in the labour market in
Australia is almost as old as white settlement™ (Deery and Plowman

Pthank oy Acton. Patnica Apps. Sheile M. Beomell, Clare Burton, David Card, Brooe
Chapmun. R C. Duncan. Bob Gregory, Paul Miller. Martin Parhinvon. Christopher Pissanides.
Margaret Power. Sue Richardson, Jmes Robinson. Stephanic Shecon. Christine Short, Murgarct
Thoraton. Pl Volker, aod part. ipants tmseminars at the Australiun National Univensity, Prince.
ton Universty. the Unineraty of Meibourne, the Univeruty of New South Wades. and the Universiny
of Western Austradia for many helptul discussions, fetiors. anid commaents on previous versions of
this chupter
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1985, p. 107). A major result of such intervention is that wage determin-
ation is probably more centralized in Australia than in any other country
in the developed capitalist world. For much of Australiay history, state
intervention was consciously used to keep women out of “male jobs.”
Under the right circumstances, however, intervention could be used for
quite different objectives. By the 1960s, an claborate institutional struc-
ture based on state intervention in wage-setting was firmly in nlace. It
was only a matter of time before someone would see its potential for
altering sex differences in wages along lines suggested by comparable
worth principles.

Government regulation of labor markets began in the late eighteenth
and carly nineteenth centuries, when much of the workforee consisted
of convicts resettled from England. Australia’s colonial governors felt it
necessary to take at least some steps to regulate the terms and conditions
of convict employment. The scarcity of labor led to a system of pay-
ment, even for some convict workers, and thus to additional regulations.

Between the gold rushes of the 1850s and the 1890s. government
continued to intervene in labor relations. setting a “pattern of part-
nership between gov ernment and private institutions™ (Butlin 1959, p.
38). Government itself was a major employer, concerned with building
infrastructure for the young colony. Inthe 1890s. Australia went through
a series of strikes and lockouts “of a scale and bitterness which threat-
ened the whole fabric of the state” (Deery and Plowman 1985, p. 125).
and was sharply divided on the question of tariff protection. Eventually.
there developed a kind of social contract. based on tarifts and wage
regulation: avoid industrial conflict by relying on government tribunals
to conciliate and arbitrate disputes over wages, working conditions and
the like: grant employers tarift protection against imports. but make
sure they paid fair wages to their workers once they had such protection.

Accordingly. Australia began to move towards a system of concilia-
tion and arbitration of industrial disputes.! In 1894, South Australia
became the first state to adopt a compulsory arbitration law, The 1900
federal constitution auihorized the national parliament to pass laws for
“conciliation and arbitration for the prevenson and settlement of indus-
trial disputes extending beyond the limits of any one state.™ whichled to
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passage of the Commonwealth Conciliation and Arbitration Act (1904).
This established a Federal Court of Conciliation and Arbitration for
settlement of industrial disputes. At first. the Court attracted relatively
little attention, but in 1906 the Excise Tariff Act sealed the second half of
Australia’s budding social bargain: employers could apply for certifi-
cates of exemption that would grant them tariff protection. but granting
of such certificates depended on their paying their employees a fair and
reasonable wage.

Since the Harvesrer case of 1907. the Court has been a powertul force
in national wage determination, and an ever-increasing fraction of the
workforce has been brought into the conciliation and arbitration system.
At present, almost 90 percent of employees are covered by tribunal
awards of some kind. Almost 40 percent are covered by awards issued
by federal as opposed to state or other awards. (This understates the true
influence of federal awards. however, since state and other tribunals
often follow the federal lead.)

In recent years. the Court—called the Conciliation and Arbitration
Commission during 1956-89% -has consisted of “presidential mem-
bers™ (a president and 13 deputy presidents) and 28 commissioners. The
president must be a lawyer: most of the deputy presidents are lawyers
(although there is no requirement that they be lawyers). Of the commis-
sioners appointed between 1956 and 1980, 43 percent were previously
unionists, 33 percent came from managerial backgrounds and 20 per-
cent were formerly in government (Dabscheck and Niland 1981, p.
243). All members arc appointed by the government of the day and may
serve until the age of 65.

The Commissions primary responsibility is to resolve industrial
disputes by conciliation or~ if attempts at conciliation fail by bindig
arbitration of the claims of the parties.® All that is necessary for a
“dispute” to exist 1s “that one party, usually the employer, reject some
demand made by another party. usually a union™ (Deery and Plowman
1985, pp. 134-5). Although other parties (“intervenors.” e.g., the
federal and state governments and other parties. such as advocacy
groups) may participate in Commission hearings on a dispute. in gen-
eral the parties consist of one or more unions. on one hand. and one or
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more employers. on the other® Particular disputes are referred to
individual commissioners: d.sputes regarding industries are heard by
individual deputy presidents or. more usually. panels consisting of two to
four members of the Commission. Disputes of national cconomic im-
portance —¢  the standard workweek. the minimum wage. ctc. —are
decided by a “Full Bench™ consisting of at least three members, two of
whom must be presidential members.

Commission decisions, called awards, have the full force of law. Such
awards cover specified employers and unions (a given award usually
covers several employers or even an entire industry rather than just one
firm): they tend to follow occupational (and to a lesser extent industrial)
boundarics. "Roping-in™ awards apply previous awards to employers
newly discovered to be operating in the relevant industry.

Although the federal Commission is by far the most important tri-
bunal with the power to affect wages and other terms of employment.
individual state tribunals also issue decisions on such issues. The Com-
mission is ultimately responsible for determining whether it or a state
tribunal has jurisdiction in a given case. Federal government employees
are automatically subject to federal jurisdiction, as are workers in
industries that involve wmployers operating in more than one state:
interstate unionism tvpically leads to federal jurisdiction. In some
areas - -notably, state public services (inciuding teaching. nursing and
social welfare)—workers are represented by unions within individual
states: here. state tribunals typically have jurisdictior..

For present purposes. one of the most important aspects of the
Commuission and the state tribunals is that their pay awards determine
minimum. rather than maximum. wage rates. Labor and management
are therefore free to negotiate rates (called overaward payments) in
excess of these minima. (Although rare until the Tate 19608, overaward
payments have become important since that time.} In determining pay
awards. the Contmission (or a state tribunal) is able to exercise consider-
able discretion. Section 40(¢) of the law establishing the arbitration
system specifies that the Commission is to "act according to equity, good
conscience and the substantial merits of the case without regard to
technicalities and legal form.”™ The Commission may receive formal
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statements and documents from the contending parties, may hear sworn
testimony from witnesses oftered by the parties. and may conduct on-
site interviews and job inspections. Use of legal counsel is not required, ®
and neither is legal formalism— although some parties. notably union-
ists. have complained about excessive legalism in the Commission’s
manner of operation.

Not varprisingly. questions about pay rates have historically been
amony, the most contentious issues considered by the Commission (and
its predecessor. the Court). Whatever may be the degree of legalism in
other aspects of i's operations, the Commissiony wage awards do
resemble court decisions in two important respects. First, if only to
avoid inconsistency and charges of unfair treatment. essentially the
same principles tend to be applied to claims involving different indus-
tries. in much the same way as a court would apply a given statute to
different cases. Second. principles adopted in previous decisions tend to
be applicd to subsequent cases. in much the same way as courts follow
the principle of stare decisiy (reliance on past precedent).

The principles adopted in wage decisions have shifted over time but.
in one form or another, most of them can be viewed as attempts to base
wages on supply-side and/or demand-side considerations: workers’
needs. employers” ability to pev. changes in the cost of hiving. and
government policy at the micro (ethiciency, equity) and macro (stabiliza-
tion) levels have all played some role in the wage-setting process. The
issues addressed in wage-fixing may conveniently be divided into two
parts: questions about the aggregate level of wages. addressed in so-
called national wage cases: and questions about wage differentials.
addressed in so-called industry casces.

The aggregate level of wages

In one of the earliest cases. the 1907 Harvester Judgment (2 Commion-
wealth Arbitration Reports thereafter. CAR). p. 1), Henrv Bournes
Higgins, president of the Court. adopted seven shillings per day (for a
six-day workweek) as a fair and reasonable minimum wage for unskilled
labor. Relying in part on testimeny offered by a butcher, a landlord's
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agent and nine laborer’s wives, Higgins held that this sum was in line
with the budget of the average male laborer with a wife and three
children, and was necessary to satisfy the “normal needs of the average
employee regarded as a human being living in a civilized community.™
The sum determined on the basis of this *needs™ standard became known
as the “basic wage.” the wage payable for essentially unskilled labor.
Higgins later introduced the concept of adjustments in the basic wage
for changes in the cost of living.

The Harvester decision also recognized the need to add marginsto the
basic wage to allow for differentials in skill, cffort, responsibility and
working conditions. thereby yielding the *secondivy wage.™ As Higgins
later explained (1922, pp. 6-7. footnotes omitted):

The secondary wage is remuneration for any exceptional gifts or
qualitications, notof the idividuad emplovee. but gifts or gualitica-
tion. necessary for the performance of the function, c.g.. skill as a
tradesnan, exceptional heart and physigue. as in the case of &
shearer. exceptions responsibility, e.go0 for human lite as in the
case of winding or locomotive engine-drivers.

The job of fitter in the Metal Trades was the first classification for which
a sccondary wage was determined: soon, fitters — and Metal Trades
awards generally -became an important benchmark tor other

decisions,

because fitters were emploved mo wide range of industriee, and
because it could be extended to othes classifications which required
the same degree of skill and training: millers, borers. slotters, gear
cutters, cutting bar drillers, lappers, precision grinders. brass
finishers, turners, botler-makers and metal moulders. In other in-
dustries the fitters rate was apphied to tradesmen such as carpenters,
coopers, tatlors, printing compositors, butchers, and so on. Mem-
bers of the Court argued that these trades required periods of
apprenticeship and traming and a degree of manual sKifl shimiiar to
that of the fitter. The establishment of i tradesman’s rate in any award
in turn provided o benchmark by which the marginal relativities
fre..differentials in “secondary wage rates™ of other classifications



O

ERIC

Aruitoxt provided by Eic:

Comparable Worth in Australia 223

within that award could be fixed. (Deery and Plowman 1985, p.
336.)

In time. wage cases 1or the Metal Trades became national test cases,
important both for adjustment of the basic wage and-- via operation of
the principle of “comparative wage justice™ — for fixing the general level
of the margin. i.c., the secondary wage. for the economy as a whole.
“Comparative wage justice (in simple terms) requires the continuance of
pre-existing relativities {i.e.. wage differentials].” so as to ensure tha
one group does not fall behind another (Hancoek 1984, p. 190). Al-
though relative award rates can and do change. comparative wage

justice tends to preserve them:

Under the operation of the principle of comparative wage justice,
the interfocking relationship between award classifications made the
wage structure rigid ... [Whhen the Metal Trades Award varied,
pressures mounted for varations to both dependent and related
awards. one award varied. related classitications in other awards
would also seek a variation. on the grounds of comparative wage
Justice with the award already varied. Classitications within awards
had then to be varied by the sume proportions. Thus comparative
wige Justice became an important way of transmitting wage gains
from one award tounother (Deery and Plowman 1985, pp. 336-7.)

In the 1930s. the Great Depression Jed the arbitiation court to con-
stder the demand side of the market. cutting nominal wage awerds
(refative to carlier levelsy on the grounds that the capacity of the ¢con-
omy to pay high wages was severely undermined. A “workers' needs”
standard gave way to an “employers” ability to pay”™ standard. Subse-
quent decisions reattirmed the primacy of this “ability to pay™ criterion
and allowed. e.g.. for a “prosperity loadir_ during periods when
economic conditions were favorable. The "needs” standard was never
completely abandoned. but it was certainly deemphasized. For exam-
ple. although changes in the price level were stull considered. they were
deemed relevant not so much as indicators of changing worker “needs”
but rather as a reflection of changes in employers™ “ability to pay.” In
1953 the court announced that it would rely on a set of macroeconomic
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indicators — mvestment. production and productivity. overseas trade and
the overseas balance, retanl trade indicators, ete. - in determining the
national “ability to pay.” There followed a number of changes and
amendments to wage-setting policy that gave priority to macroeconomic
concerns.

In 1967, the Courts successor. the Conciliation and Arbitration
Commission, decided that it would focus on the “total wage.” i.e.. the
sum of the basic wage and the secondary wage (Employers” Total Wage
Case, 11O CAR. p. 196). Thas reflected increasing preoceupation with
macroeconomic stabilization. During the 1970s and 1980s. wage deci-
stons came to be viewed as un important tool of incomes policy. and the
Commission devoted much time and attention to questions about the
macroceonomic consequences of its decisions and the degree to which
wage awards would be linked toinflation and productivity (Braun 1974
Decery and Plowmun 1985). There was growing concern about reducing
or preventing "flow-on” — the potential forawards in one industry to lead
todemands, and thus wage increases, in many other industries. In 1983,
the Commission decided that inereases in pay rates outside the "national
wage adjustment” framework (1.e.. for reasons other than productivity
grov inflation adjustment) were to be strictly hmited. Changesina

Job - all cffort, responsibility or working conditions could prompt

wage adjustments, but only it such "work value™ changes were “such a
significant net addition to work requirements as to warrant the creation
of 4 new classification.™ Ancmalies and inequities® were to be brought
before an Anomalies Conference, which could adjust award rates in
response to inequities only if the change (0 was justiiied on the merits.
(2) had "no iikelihood of flow-on.” (3) would entail "negligible™ cco-
nomic cost aid (4) would be a “once-only matter™ (National Wage Case
1983, MD Print F2900. pp. 51-2).

Wage diff erentials

‘To sum up at the risk of turther oversimphitving) the discussion thus
far. Commission decisions on the total wage (or. carlier. on the basic
wage and margins, e, the secondary wige) set the general level of
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wages: and comparative wage justice then passes these basic decisions
through the structure of the economy, essentially preserving existing
wage differentials (“relativities™). But how are wage differentials deter-
mined in the first instance?

The main concept underlying the initial determination of differentials
is called “work value.”™ Determination of work value involves “the
detailed identification of job characteristics and the attachment of
money values to the total package™ (Hancock 1984, p. 190). One
authoritative survey of awards has identified no less than 55 factors that
have figured in work value assessments (Hutson 1971, pp. 163-4). For
the most part. these factors may be grouped inder four main headings
that sound (and arc) very much like those advocated by U. S. proponents
of comparable worth: skill, cffort, responsibiiity and working condi-
tions.® As noted earlier, changes in these four factors are now the only
circumstances that can lead to a change in work value (National Wage
Casc 1983, MD Print F2900, p. 50).

As Hancock (1984. p. 190) has put it, “The processes of cerebration
which converted years of training or on-the-job responsibility into
money have never been described. ™ Work value deteriination has often
been somewhat rough-and-ready. In the Marine Cooks’ Case of 1906 (2
CAR p. 55 f1), Mr. Justice Higgins compared the work of marine cooks
and butchers with that of butchers’ assistants, whose wages had been
determined by the Victoria wages board: similarly, in the Boot Trades
Case of 1909 he awarded footwear industry operatives the same rate as
that given to metal machinists on the grounds that “there is much general
resemblance between the character of the work of such machinists and
the work of factory bootmakers™ (4 CAR. p. 1). As noted earlier, in time
the Meta” Trades awards were used to determine pay rates in a variety of
industries; thus. for example. tin solderers in the Food Preservation
industry were compared with canister makers in the Metal Trades (Food
Preservers Case, 45 CAR. p. 343). In general, there has been little or no
use of formal job evaluations of the kind described in chapter 1: rather.
work value determination in Australia has usually been relatively infor-
mal, and certainly much less systematic than (e.g.) the Hay point-fuctor
method. '*
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Once an occupation’s work value has been determined. it is reassessed
from first principles only rarely. and the relativity or wage differential
between a given job and others tends to be preserved via the principle of
comparative wage justice: at present. changes in wage differentials are
alowed only if there is a demonstration that there have been important
changes in work value. The burden of proof that work value has
changed. which lies squarely on the unions making the claim. can be
onerous. For example, in the 1961 Protessional Engineers’ case (97
CAR, p. 233). professional engineers in the Federal Public Service
argued against the historic practice of assessing their work and pay in
relation to that of members of the administrative and clerical divisions of
the service. Instead, they argued. their work should be compared with
that of professionals in the higher reaches of the professional officer
salary scale (e.g.. lawyers, architects, dentists and doctors). After 180
days of proceedings spread over three and one-half years involving 26
lawyers (including 8 Queen’s Counsels and the Commonwealth Crown
Solicitor). during which the Commission heard about 180 witnesses.
received over 600 exhibits (including several motion pictures) and
conducted several on-site inspections. the Commission eventually
agreed with many of the engineers’ claims. Ironically. the wages of
clerical and administrative officers were eventually restored to their
previous relationship with those of the professional engineers (Mol-
huysen 1962: Deery and Plowman 1985, pp. 342-4).

Female/male differentials

Unlike other wage differentials, the arbitration system paid refatively
little attention to the sex differential in pay until the 1970s. Moreover,
until the 1970s. the arbitration system had effectively institutionalized a
sizable differential in awards between men and women.

The Rural Workers' Casc of 1912 (6 CAR. p. 61) was the first case to
consider questions of sex differences in wages. Although the agri-
cultural workers’ unions were asking for "equal pay for equal work,” Mr.
Justice Higgins noted that this request was ambiguous, and that what the
unions were seeking might better be described as equal pay for “work of
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the samie character.” with fruit picking. fruit pitting and fruit packing all
to be treated as comparable. This Higgins was not willing to agree to.
All the work was unskilled, and so it might be argued that it should all be
paid at the same minimum (basic) wage. Higgins pointed out. however.
that the minimum wage established in the Harvester case was the sum
necessary to

meet the normal needs of an average emplovee. one of his normal
needs being the need for domestic Tife. If he has a wite and children.
he is under an obligation--cven a legal obligation—to maintain
them. How is such a minimum applicable 1o the case of 4 woman
picker? She is not. unless perhaps in very exceptional circum-
stances, under any such obligation. The minimum canot he based on
exceptional cases. (6 CAR. p. 71)

This distinction quickly hardened into precedent. In the Theatrical Case
(11 CAR. p. 133) five vears later. Mr. Justice Powers, Deputy President
of the Court. established the basic terms of 50 years of subsequent
decisions as follows (11 CAR. p. 146):

This Court allows to men a living wage based on the assumption
that the average man has to keep a wite and family of three children
whatever the value of the work he does may be.

The Court allows 4 living wage to a wonn as a single wormm.

The single man often gets more than his work is worth, but if
single men are paid less than married men the cheape r labour would
be employed and they could not make the necessiay provision for
marrige.

There remained the question of differences in pay for occupations
whose sex composition was different. In his Rural Workers decision.
Higgins applicd the “needs”™ criterion to this issue with an interesting
twist. Pay for predominantly male jobs such as blacksmitns "must be
such as recognises that blacksmiths are usually men™ (6 (4R, p. 72).
i.e.. should be suthicient to support a family: for predominantly female
Jobs such as fruit packing and pitting, the wage “should be that suitable
tor a single woman supporting herself only™ (13 CAR. p. 692, Clothing
Trades Case 1919, summarizing Rural Workers Case 1912). Fruit
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picking was a different story. for it was done by substantial numbers of
both men and women (albeit with men in the majority).

There has been observed for a long time a tendency to substitute
women for men in industrics. even in occupations which are more
suited for men: and in such ovcupations it is often the result of
women being paid iower wages than men. Fortunately for society.
however, the greater number of bread winners stillaremen. ... Asa
result. I come to the conclusion that in the case of the pickers, men
and women, being on a substantial level. should be paid on the same
level of wages: and the employer will then be at liberty freely to
select whichever sex and whichever person he prefers for the work.,
(6 CAR. p. 72)

This would have several desirable consequences, Higgins suggested.
First, setting the samie wage for male and female pickers would lead to
“true and healthy competition — not competition as in ¢ Dutch auction by
taking lower remuneration, but competition by making oneself more
useful tothe employer™ (6 CAR, p. 72.) The other benefit. implied rather
than stated, was that setting the same wage regardless of sex would tend
to keep women out of picking work. Accordingly. Higgins awarded
adult pitters (most of whom were female) and adult female packers a
wage of nine pence per hour. and awarded adult male packers and all
adult pickers (men or women) a wage of twelve pence per hour (6 CAR,
pp. 80 1).

In the Clothing Trades Case 1919 (13 CAR. p. 647). Higgins adopted
the same approach but was still more explicit:

In the case of tailoring. there is no doubt that men and women are in
competition; but that the competition is weighted in favour of the
women by the practice of paying women Jower rates. Mr. Scovell,
who appears for many employers before me  and who conducts a
workshop himself, said very frankly that if he had to choose between
men and women as employees in all the operations of the industry, at
cqual rates. other things being equal, he would always choose men.
I tind the fower rates habitual for women are the cause of the gradual
disappearance of men from the industry in all but the most skilled
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operations, or the operations (such as pressing off) which require
strength. “Women are equal to men in brains. unequal in muscle.” as
onc employer graciously admits. T find that the lower rates for
women have driven the men from the making of trousers and vests
and from the making of most of the sac coats. The men are. in effect.
making a last stand at body and dress coats, cutting. trimming.
fitting, pressing. Is it right that this Court should aid the gentle
invaders?

... 1tis urged here for the employers that I should not now. by
prescribing equal wages. drive the wemen out of employment: but it
is equally serious 1o drive men out of employvment by prescribing
unequal wages. . .. |As]even the [employers] admit].] . . .[i]f there
are 1,000 jobs vacant. and 1,000 men and 1.000 women want the
Jjobs, itis better for society — if the candidates are equally qualified -
that must of the jobs should go to the men. (13 CAR. pp. 701-2.)

The net result was that women would be paid lower wages than men
except in occupations in which women might displace men-—in which
case wages were to be equal for both women and men.

The reaction of female workers to this version of equal pay was
mixed. One female tailor testified in the Clothing Trades case., “If girls
got the same wages, the girls would be employed if they can do as well as
the average man. . .. The girls want the same rate even at the risk of
losing employment™ (13 C 4R, p. 704). Other women in similar circum-
stances were less sangui ie:

In Victoria. the commercial Clerks' Board on which women were
not represented . deliberately fixed equal pay for women working as
clerks in order to improve the chances of men clerks, and an appeal
was brought by women clerks to the Industrial Appeals Court on the
ground that the Determination of the Board would oust them from
employment. They. therefore, asked for a fower wage to be fixed for
women clerks, and the Court upheld the appeal and granted their
request. (Royal Commission into Industrial Arbitration in New
South Wales. 1914, quoted in Scherer 1984, p. 132)

Such objections notwithstanding. subsequent Court decisions
adopted Higgins' frumework. setting a lower female wage for most
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occupations (except those in which women competed with men). The
Clothing Trades Case had fixed the female basic wage at 35 shillings per
week, 54 percent of the male basic weekly wage of 65 shillings: and it
remained at roughly that ratio in subsequent cases “notwithstanding the
shift from the needs to the capacity to pay approach in fixing the male
basic wage™ (Deery and Plowman 1985, p. 309).

During World War 11, female wage rate fixing was the job of the
Women's Employment Board, which made awards of between 60 and
100 percent of the relevant male rate (the largest group received 90
percent). In 1944, the Court reassumed jurisdiction over female wages.
In its Basic Wage Inquiry 1949-50 (68 CAR. p. 698). the Court ex-
plicitly rejected union demands for equal rates for males and females as
both undesirable and unsustainable, instead setting the female basic
wage at 75 percent of the male figure (68 CAR. pp. 815-9).

The following year, the International Labour Organization adopted its
Convention No. 100, calling for “equal pay for work of equal value.”
and Australian unionists, rebufted by the federal Court. began pressing
for equal pay — cither for work of equal value. or, as a second-best, for
equal work —at the state level. In 1958, the most populous and most
progressive siate, New South Wales, adopted relatively narrow legisla-
tion requiring cqual pay for equal work: Queensland (1964). Tasmania
(1966. though only for government employment). South Australia
(1967) and Western Australia (1968) followed. All state governments
began to implement equal pay within the state public services (although
in Victoria. cqual pay was confined to teachers).

Prospects for equal pay seemed to be improving. As noted carlier. in
1967 the Conciliation and Arbitration Commission (successor to the
Court) had shifted from the concept of a basic wage and a secondary
wage (i.c.. a skill margin) to the concept of a total wage, The Commis-
sion observed that this meant that, for the time being. there would be two
total wages, one for men and one for women. creating apparent
anomalies. !

The Commission then appeared to open the door to equal pay --an
equal total wage - for equal work: it awarded the same increase in wages
to adult males and females, and noted that earlier decisions had atlirmed
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the concept of equal margins for men and women doing equal work.
"The extension of that concept to the total wage would involve economic
and industrial sequels and calls for thorough investigation and debate in
which a policy of gradual implementation could be considered.” the
Commission’s decision said. "We invite the unions. the empleyers and
the Commonwealth to give carcful study to these questions with the
knowledge that the Commission is available to assist by conciliation or
arbitration in the resolution of the problems,”™!?

The Equal Pay decisions. In 1968, as demonstrators marched sutside,
the unions, joined by women’s groups, went back into the Commission
to ask for equal pay for equal work. The Commission’s decision (Equal
Pay Cases 1969, 127 CAR. p. 1142) agreed that the concept of the
“family wage™ used to justify the historic male/female difference in
awards "no longer has the significance, conceptual or economic. which
it once had and is no real bar to a consideration of equal pay for equal
work™ (127 CAR. p. 1153). It dismissed employer predictions of eco-
nomic dislocation by specifying that implementation of equal pay for
equal *~ork would be phased in over the period 1969-1972.

The Commission, however. limited the scope of equal pay in several
important respects <127 CAR. pp. 1158-9).'* Equal pay was to cover
only jobs performed by both men and women that were “of the same or a
like nature™ work “essentially or usually performed by females—in
which about 80 percent of the female workforce was engaged — was
specifically exempted from the decision: the Commission restricted
equal pay “to work performed under the determination or award con-
cerned.” thereby prohibiting comparisons between awards. i.c.. ones
that would cross industry and occupational boundaries.

Perhaps not surprisingly, the unions and women’s groups found this
less than completely satisfactory. In 1972, they returned to the Commis-
sion secking equal pay for work of equal value. The Commission’
decision (National Wage and Equal Pay Cases 1972, 147 CAR. p. 172)
opined that “broad changes of significance have occurred since 1969 —
including further legislative developments within Australia, in Britain
and New Zealand, and endorsement at Commission hearings of equal
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pay for work of equal value by the Commonwealth Government — that
exemplified “a world wide trend towards equal pay for females.™* The
Commission declared (147 CAR, p. 177):

In our view the concept of “equal pay for equal work™ is too narrow
in todays world and we think the time has come to enlarge the
concept to “equal pay for work of equal value.” This means that
award rates for all work should be considered without regard to the
sex of the employee.

In the past. work value determination had disadvantaged women:

Differentiations between maie rates in awards of the Commission
have traditionally been founded on work value investigations of
various occupational groups or classifications. The gap between the
level of male and female rates in awards generally is greater than the
gap. if any. in the comparative value of work performed by the two
sexes because rates for female classifications in the same award have
generally been tixed without a comparative evaluation of the work
performed by males and females, (147 CAR, p. 179.)

The Commission now ruled, however, that henceforth “female rates
[shall] be determined by work value comparisons without regard to the
sex of the employees concerned. ™

Rather than revise all work valuations and pay rates, the Commission
contented itself with simply stating the new principle and leaving it up to
individual commissioners to implement it through work value reviews
(i.e., reevaluation of women’ jobs) in individual industry cases. The
Commission emphasized that work value meant value in terms of skill,
effort, responsibility and working conditions—i.¢., the factors tradi-
tionally used in work value reviews —rather than value to the employer
(c.g.. marginal productivity). “The value of the work refers to worth in
terms of award wage or salary fixation, not worth to the employer.”™!¢ As
inits 1969 Equal Pay decision, the Commission’s new decision provided
for gradual implementation of the equal pay for work of equal value
principle, with full compliance to be achieved over two and one-half
years. on June 30, 1975,
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In principle, then, the 1972 “equal pay for work of equal valuc”
("EPEV™) decision had far-reaching implications: but what would it
mean in practice?

Several writers have argued that the tull possibilities of the decision
have not been realized (Burton et al. 1987 Power et al. 1985: Short
1986. Thornton 1981). Short (1986) found only 53 Commission awards
in cases brought since 1972 under the equal pay rubric —a surprisingly
small number, given the potential ramifications of the 1972 decision. !’
Moreover. only one of these cases involved reassessme.ats of work value
for different job classifications.

That equal pay cases seem to represent a trickle rather than a flood
may in part be due to the fact that the 1972 decision included several
important caveats and qualifications {147 CAR. pp. 179-80). The Com-
mission exempted existing geographic differentials from the equal value
rule. and said that “pre-existing award relativities may be a relevant
factor in appropriate cases.” Although it cautioned that “unfamiliar
issues” were likely to arise in valuing work irrespective of sex. the
Commission was vague about how equal value should be determined: it
suggested that “different criteria will continue to apply from case to case
and may vary from one class of work to another™ and that implementa-
tion of the equal value principle would require “the exercise of the broad
judgment which has characterised work value inquiries.” Thus., rather
than adopt a set of explicit rules on work value determination that would
have facilitated implementation of EPEV, the Commission retained the
fuzzy and manipulable ad hoc approsch to work value that had been
used in the past.

The Commission also discouraged work value comparisons across
award boundaries. thereby inhibiting consideration of whether dis-
similar but arguably comparable jobs were in fact of equal value. As a
rule. the Commission said. work value comparisons (and thus relative
pay rates) were to be performed “where possible™ by comparing “female
a.d male classifications within the award under consideration.” “Where
such comparisons are unavailable or inconclusive, as may be the case
where the work is performed exclusively by females,” the Commission
conceded that it might be necessary to compare a female job and cither
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(1) another female job within the same award. or (2} female jobs in other
awards, or (3) male jobs in other awards: but its tone suggested that such
comparisons were to be made as a last resort.

A final impediment to full implementation of EPEV derives fiom the
centralized nature of the arbitration system. Cases arc argued by em-
ployers (or groups of employers) and unions (or groups of unions).
Individus' workers or worker groups (e.g.. & womens caucus) or-
dinarily are not able to put their viewpoints directly to the Commission.
Interested ouiside parties. c.g.. women’s advocacy groups. may appear
as intervenors, but they will inevitably have less credibility than the
unions directly involved. Thus, the support of individual unions and
union organizations such as the Australian Council of Trade Unions
(ACTU) 15 important. if not essential, to implementation of EPEV,

Such support has not always been forthcoming. According to Power
ct al. (1985, p. 59). some unions “even went on strike to prevent equal
award wages being introduced in their industry or occupation.” Even if
the relevant union or group of unions is not overtly hostile to EPEV. it
may be unwilling to support EPEV aggressively, especially if that would
entail sacrificing other objectives. Although the ACTU has long sup-
ported EPEV (Australian Council of Trade Unions, 1985), some ob-
servers have suggested that in practice it has been decidedly un-
enthusiastic about implementing the policy. ¥

More gencrally. critics of Australiah system of arbitration have often
alleged that it has been dominated by a “frec-wheeling free masonry of
fixits called the Industrial Relations Club™—union and management
ofhicials, civil servants, lawyers and academics who have over the years
acquired formidable expertise in manipulating the system, have a vested
interest 1n continuing it in its present form. and have over the years
established “a self-perpetuating. closed society making deals in its own
interest, deals which. more often than not. run contrary to the national
interest” (Bowers 1985).79 In its most extreme form. this view of the
Industrial Relations Club verges on a conspiracy theory. In milder
versions. it resembles the well-known proposition that regulatory bodies
end up being dominated by those whom they are supposed to regulate
(see Sugler 1971, for a classic statement of this view). In either case,
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however. it suggests that, even if they are not consciously excluded by
the “Ins.” the "Outs”™ may find it hard to get the established players in the
regulatory game to consider a new set of demands. In this connection, it
is interesting to note that as of March 1989, only four of the Commis-
sion’s 46 members were wometr (Thornton 1989, p. 36).

Several of the obstacles to implementation of EPEV are illustrated by
Thornton interesting case study (1981, pp. 473-7) of a failed attempt
to make relatively modest comparable worth pay adjustments to the
wages of typists and stenographers at the University of New South
Wales, The Public Service Association (PSA), representing the workers
before the Industrial Commission of New South Wales. 20 noted that the
pay scales of the typist and stenographer jobs (both of which were
overwhelmingly female) started lower and rose to much lower maxima
than did the scale for general clerical officer (clerks) jobs. which were
predominantly male. After the Commission’s 1972 EPEV decision. the
University adjusted the pay scales of the stenographers and typists, but
the scales remained below the clerical scale. The PSA charged that this
only partially implemented EPEV. and asked that the three groups’ pay
scales be completely integrated.

An individual commissioner rejected the PSAYS case. and so did a
three-judge appellate panel. Two elements of the appeal judgment?! are
of particular interest in the present context. First, the appellate pancl
was clearly unimpressed by the PSAs reference to other awards in which
stenographer and typist scales were integrated with those of clerks (“the
persuasive influence of those cases has not been suflicient for us to come
to the conclusion that a complete salaries integration in regard to
relevant employees at the university is justified™). The judges gave
greater weight to the university's own practices prior to the 1972 EPEV
decision —in particular. the fact that the university maintained separate
salary schedules for (1) the typists, (2) the stenographers, and (3) two
distinet groups of predominantly male clerical jobs— us indicating that
there were genuine differences in work value among the different job
categories,

In principle. this might have been countered by a comprehensive
assessment of the work value of the three groups (1vpists. stenographers
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and clerks): but tne PSA did not produce one. Rather, as Thornton notes
(1981. p. 475). the PSAY cvidence was mostly “individualistic and
unsystematic.”™ based on testimony from individual stenographers and
typists. Indeed. the PSA devoted much of its effort to showing that some
of the work performed by the stenographers and typists was identical to
some of the work performed by the clerks: this was irrelevant to the issue
of equal value, and — given the heterogencity of the jobs in gnestion--
could hardly have supported a conclusion of equal work. Although the
appeals judges suggested that “these kinds of situations might properly
engage the attention of the classifications committee which exists at the
university.” and asked the PSA and the university to consider whether at
least some pay increase for the stenographers and typists might be
appropriate. they added that "we were not satistied overall that the work
value of the three groups was so similar that an integration of rates
should in justice take place.”

Dissatistaction with such work value issues reached the national level
in 1983, when, in the National Wage Case. several womens groups
contended thatimplementation of the 1969 and 1972 equal pay decisions
had been frustrated by the lack of “proper work value exercises™ for
predominantly female jobs (a failure to reassess the work value of such
jobs). These groups asked the Comimiae on to provide for such revalua-
tions, but the Comnussion rejected their request. According to the
Commission. “such large scale work value inquiries would clear'y
provide an opportunity for the development of additional tiers of wage
increases. which would be inconsistent with. the centralized system
which we propose for the next two years and would also be inappropriate
in the current state of unemployment e-pecially among women™ (Na-
tional Wage Case 1983, MD Print F2900. p. 29). What the Commission
seemed 1o have given in 1972 it scemed to have taken away eleven years
luter.

The 1986 Nurses Case. With dissatisfaction about implementation of
EPEV growing. various unionists and women’s groups eventually per-
suaded the ACTU 1o bring @ comparable worth “test case.” involving
nurses. before the Comnassion. The obicctive was to realize (or, per-
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haps more accurately. expand) the full potential of the 1972 Equal Pay
dectsion by getting the Commission squarely on record in favor of
comparable worth. The Commission’s decision, however, neatly side-
stepped the particular issue raised by the case - -comparable worth
adjust nents for nurses —-and was unequivocally negative on the general
principle of comparable worth .2

The Commission invoked the National Wage Case 1983, which. as
noted earlier, had rejected demands from women’s groups for revalua-
tion of women’s jobs. As in 1983, the Commission said it was unwilling
to change wvages for womeny jobs if that was going to conflict with its
policy of wage restraint. In language reminiscent of that used by U.S.
District Judge Fred Winner in rejecting comparable worth claims of
nurses in Denver.?* the Commission declared (MD Print G2250. p. 11):

Thereare .. serious implications for low on of any increases which
might be granted as 4 result of these apphications. Indeed the
applicants and imterveners apporting them made it plain that they
see these procecdings as part of g wider movement 1o increase
salaries for nurses throughout the country. The applications there-
fore carry great potential for undermining the current centralised

wage fixing system.

Rather than accept “claims for the application of the 1972 Principle in
awards in which ithas not been applied.” the Commission said. it would
refer them to the Anomalies Conference established in the 1983 Na-
tional Wage Case. where they would be evaluated subject 1o the strict
guidelines established for wage changes (which included. inrer alia. a
re airement that there be no likelihood of low-on). ¢ This appeared to
preclude Turge-scale reassessments of the work value of women’ jobs,
and to rule out any appreciable improvement in the female-male differ-
ential in award rates of pay.

Notonly did the Commission materially reduce the practical potential
of comparable worth to revalue womens work and raise women’s wages:
it also took on the general principle of comparable worth, Rather
disingenuously, it asserted (MDD Print G2250. p. 10) that » . in the
United States at least. the doctrine of comparable worth refers to the
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value of the work in terms of its worth to the emplover.”™ and noted that
this conflicted with the 1972 Equal Pay Case (which had said that equal
value meant “equal in work value.” nor “of equal value to the em-
plover™).* In addition, the Commission asserted. valuing substantially
dissimilar jobs on a common basis—as in comparable worth-- would
carry the doctrine of work value beyond the boundaries that were
customary and appropriate for Australia (MD Print G2250. p. 9):

At its widest, comparable worth is capable of heing applied to any
classtfication regarded as having been improperhy valued. withowt
fimitation on the kind of classification to which it is applied. with no
requirement that the work performed is related or similar It s
capable of bemng applicd 1o work which 18 essentially or usually
performed by mules as well oy to work which iy essentially or
usuadly performed by femudes. Such an approach would strike at the
heart of Jong accepted methods of wage fixation i this country and
would be particularly destructive of the present Wiage Fixing

Principles.

Further efforts by comparable worth proponents are in progress. In
1986, nurses in Victoria and South Australia sought and ultimately won
wage increases in state tribunals on the grounds that the 1972 decision
had not previously been applied to them. Anomalies conferences con-
vened inresponse to the 1986 Nurses Case ultimately led toa 1987 “Full
Beneh™ deetsion of the Commission which granted o pay increase for
nurses - without, however. specifyving which components of the increase
were for equal pay “anomaly claiims.” changes in work value or other
factors (Thornton 1989 Women's Burcau 1987, esp. pp. S0-51) It is
also possible that Ittigation under the Sex Discrimination Act may
eventually yield results more favorable to comparable worth than the
Comunissiony 1986 decision (Innes 1986).°% For the moment, however,
substantial extension of the boundaries of the 1972 EPEV decision—
¢.g.. darge-scale revaluation of women’s jeds, o adoption of wn explicit
comparable worth standard -- seems unlikety,
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6.2 Lffects of Equal Pay for Work of Equal Value:
Previous Research

Although Australian proponents of comparable worth feel — not with-
out reason, as the preceding discussion indicates —that Australia’s ver-
sion of comparable worth has fallen well short of'its potential, it should
be noted that even the relatively mild “equal pay for work of equal value™
(EPEV) policy may have had important effects on both wages and
employment. This section is concerned with previous research on the
effects of EPEV: the next section presents new results on those effects.

Comparable worth and “equal pay for work of equal value”

In view of the comments in the Commission’s 1986 Nurses decision.
the first order of business in analyzing the effects of EPEV is to note
that. the Commission’s assertions notwithstanding, EPEV, and more
generally the Australian system of work valuation, is indeed a form of
comparable worth. To be sure. work value determinations are generally
conducted within the occupational and industrial boundaries set by
awards; this diverges from the ideal of comparable worth proponents.
but leaves the central principles of comparable worth essentially in-
tact.~” Moreover. comparisons across occupational and industrial
boundaries in Australia. although not the norm. are not unheard of: for
example. journalists and professional engineers have compared their
work to that of professionals covered by other awards. Fina'ly. and
perhaps most important. Australian work value determinations gener-
ally include the same factors typically considered in most comparable
worth job evaluations in the U.S. (skill. effort. responsibility and work-
ing conditions) and generally exclude the same factors that are usually
excluded from consideration in comparable w.rth job evaluations in the
U.S. (i.e.. market considerations such as the | -ofitability of individual
cmployers).

Henee. as many observers have noted. the Australian system of work
valuation— especially after the 1972 EPEV decision —may properly be
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considered a form of comparable worth. In the U.S., both proponents
and opponents have regarded the Australian experience as indicative of
the likely effects ot wtroducing comparable worth in the U.S.7% As one
U.S. scholar has put it (Mitchell 1984, p. 133), the 1972 EPEV decision
was indeed “roughly equivalent to the “‘comparable worth’ notion cur-
rently under debate in the United States™ (see Aaron and Lougy 1986,
pp. 40-1. for similar remarks).

Australian observers generally share this view of the similarity of
EPEV and comparable worth. In the words of the ACTU (1985, pp. 30.
32). “the essential features of comparable worth or pay equity are
relevant to Australia and can be applied here.” for “the 1972 Equal Puy
Decision embraces the concept of comparable worth or pay equity.”
Academic observers have generally drawn the same conclusion. For
example. Thornton (1981), who argues that implementation of EPEV
has been unduly restricted, notes that at least in principle it &> guite
similar to comparable worth as advocated in the U.S.: likewise, Gre-
gory and Ho (1983), although disagrecing with Thornton us to the
magnitude of the effects of EPEV, treat itas a form of comparabie worth
and argue that Australia’s experience is indicative of what would happen
if comparable worth were introduced in the U.S. on a large scale.

In sum. there scems to be wenerial agreement in both country s—
despite assertions to the contrary in the Commissions 1986 Marses
decision- on the similarity of EPEV and comparable worth. There 1s
much less agreement. however, on the effect of EPEV in Australia and
on what it implics about the likely consequences of widespread adoption

of comparable worth in the U.S. :
¥

Effects on wages

Although EPEV has not fultilicd the expectations o sty proponents,
did 1t nevertheless have an effect on the structure of pay?

Although the female/male differential in award rates changed little
during the 1960s, it fell appreciably after 1969, and especially after
1972, In 1966, female weighted average minimum (award) rates per
week were 71,4 pereent of the male figure, and hourly rates were 71,8
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pereent of the male figure: in 1969, the ratios were 72.1 and 72.7: in
1972, 77 .4 and 78.20in 1975. 91.0 and 91.9: in 1978. 93.1 and 93.9.
Nor does this increase in female relative award rates seem to have been
offset by a decrease in female relative overaward rates. For example. in
1973, female average hourly carnings were 76.5 percent of the male
figure, growing to 82.3 percent by 1975 and 84.0 percent by 1978.2¢
Thus. although neither average female award rates nor average female
hourly earnings are 100 percent of the male tigure, both have certainl
grown substantially. relative to those of males. since 1969 or 197_.

Is EPEV responsible for some or all of these changes in women's
relative pay? Based on informal inspection of simple time-series plots.
several writers seem to think so (sce. e.g.. Gregory and Duncan 1981,
p.411: Haig 1982, p. 2: Miller 1985, p. 10; and Mitchell 1984, p. 134).
This need not necessarily be the case. however: in particular, the
increase in relative award rates and average hourly carnings might
merely be part of a long-termtrend. rather than a phenomenon attributa-
ble to EPEV as such.

There appears to be only one formal econometric analysis of wage
changes induced by EPEV (Pissarides 1987). In this study. Pissarides
(1987 see esp. table 1. p. 13) analyzes quarterly data on the real
product wage ., w* (although not explicitly stated. the time period consid-
ered is 1966-86). This wage s ses. w¥. iy defined as the natural
logarithm of (1+ THW/P, where Wis the ratio of (i) average weekly
carmings per employed person to (i a “centred. [five]-period moving
ave[rjage™ of average weekly hours worked: P is the price of domestic
value-added; and T is the rate of employment tax. In the study, w* is
regressed on several variables (the lagged value of w*, the ratio of Jabor
force to population of working age. the change in inflation. ctc.),
including an “equal pay dummy” equal to unity for quarters between
1974Q2-1975Q1 and zero otherwise.

Pissarides™ results impiy that EPEV raised the gencral level of real
wages (as measured by w¥) by a statistically significant amount. but
only for a relatively brief period: “the effect of the policy on the system
wore off quickly after 1975 and by the end of 1976 there were no
significant effects left™ (Pissarides 1987, p. 26: sec also table 4, p. 25y,
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However, the results are less than completely informative about the wage
cffects of EPEV. First, the “equal pay dummy” for 1974Q2-1975Q1
covers only part of the period during which EPEV was supposedly being
implemented. This brief period might best be described a period not of
“equal pay™ but rather of "wage push.” during which the government of
the day hoped to raise wages generally. and to raise wages for low-wage
groups (including not only women, but also other low-income workers)
in particular. Second, whatever they imply about effects on the general
level of pay (as measured by the w* of the analyses)., the results provide
no evidence on the effect of EPEV on female/male differentials in pay.

Thus, although there seems to be general agreement that EPEV
narrowed the female/male differential in both award rates and in earn-
ings. this view is based primarily on simple descriptive statistics (which
arc not adjusted for changes that might have occurred even in the
absence of EPEV) rather than on formal cconometric analysis.
Pissarides results (1987) suggest that EPEV may have raised the general
level of wages-—albeit only temporarily - but provide no evidence on
whether it affected the relative wage ot women.

Effects on employment

Most analyses of EPEV have been concerned with its effects on
employment (including. in particular, female/male employment differ-
entials). These have generally assumed that EPEV raised pay (or award
rates) of women relative to men, and then have considered the extent to
which such an (assumed) increase in women’s relative pay would aftect
their relative employment level.

In general terms, the employment effects of EPEV hinge on whether
labor demand clasticities are negative and relatively large. Most analy-
ses of the Australian labor market obtain negative clasticities, but the
magnitude of the estimates varies. For example, one study (Bureau of
Labor Market Research 1983, esp. pp. 141-148) considered pooled
annual time-series data (for 1976-81) on employment and earnings.
disaggregated by age and sex. for a cross section of 17 Australian
industries, The estimated own-wage demand elasticities are negative

o0
~ oy
- 3



Comparable Worth in Australia 243

and quite large in absolute value: they imply (¢.g.) that, with other
things (including output; remaining the same, an increase in the wages
of adult women by | percent would reduce their employment by about
2.25 percent. Taken at face value, these estimates would imply that even
modest EPEV-induced increases in the relative pay of women would
have substantial adverse effects on women's relative employment. 3

Bonnell (1987) used the ORANI model (Dixon et al. 1982) to simu-
late the employment eftects of EPEV. Although ORANI provides a
wealth ¢t industrial and regional detail. it does not permit explicit
disaggregation of employment by sex. so Bonnell was forced to make a
number of assum ptions in using ORANI to gauge the effects of EPEV on
male and female employment. For most industries. her simulations
imply relatively modest declines of between five and seven percent in
both female and male employment, with the former falling only slightly
more than the latter.

Millers analysis (1985) is much simpler: he regressed relative em-
ployment (the ratio of female to male employment) on relative pay (the
ratio of female to male wage rates) and a time trend term using annual
data for 1960-80. Overall (for both public and private sectors com-
bined). his results imply an clasticity of relative employment with
respect to the relative wage that is negligible i size and not statistically
significant. However. this aggregate result conceals important differ-
ences by sector. For the private sector, his results imply an clasticity of
relative cmployment with respect to the relative wage of --0.39: for the
public scctor. the clasticity is positive and equal to about 1,00. Hence.
Miller concludes, quantity adjustment on the part of public authorities
appeats fto] have been responsible for the small aggregate disemploy-
ment response to the equal pay legislation.”

Pissarides” more elaborate analysis (1987) of quarterly data for the
aggregate economy for the period 196686 obtains a short-run elasticity
of total employment (of men and women combined) with respect to the
(overall) real wage of about --0.23 (1=8.05) (he does not present
clasticities for cach sex). Combining this estimate with his results on
wages (discussed above). Pissarides calculates (1987, table 4, p. 25)
that by the second quarter of 1975, EPEV had reduced total employ-
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ment by about 4.3 percent, but that the effects wore off quickly: his
simulations also imply that, by the fourth quarter of 1976, total employ-
ment was only 0.6 percent less than would have been the case in the
absence of EPEV (or, more precisely, the "wage push” component of
EPEV).

Although all of these studies suggest that employment is negatively
related to wages (particularly in the private sector), none has featured
prominently in discussions of EPEV. The one analysis of EPEV to have
attracted attention in the U.S. suggests, as do these otier studies. that
EPEV reduced women’s employment (relative to the levels that would
have prevailed in the absence of EPEV). Ironically, however, many
discussions of this analysis have generally asserted that it either (1)
provided mixed evidence on EPEV or else (2) actually showed that
EPEV had negligible effects on women'’s employment.

The rescarch in question, by Gregory and Duncan (1981). presented
two kinds of results: first, simple descriptive statistics showing the raw
or unadjusted time series of women’s relative employment growth rates
and relative unemployment rates before and after EPEV: and. second.
regression analyses aimed at isolating the effect of EPEV with other
things (business cycle fluctuations and secular trends) held constant.

The simple time series show that women's employment rose (relative
to male employment) both before and after EPEV. and that the female
uncmployment rate fell (relative to the male rate) both before and after
EPEV.* Gregory and Duncan put heavy cmphasis on these simple
descriptive statistics both in their original work and in subsequent
discussion of their findings. For »xample. discussing the employment
effects of the Equal Pay Cases. Gregory and Duncan (1981) summu-
rized their work as showing that “js]ubstitution respoases to relative
wage changes appear to be very small™ (p. 426): that “the level of
measured female unemployment also appears to be largely unaffected
by the change in relative wages [induced by the Equal Pay decisions]”
(p. 426): and that. “[slince female employment continued to grow faster
than male employment after the equal pay decisions. and since these
decisions were translated into a large change in relative carnings. there
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have been very significant changes in income distribution in favor of
working females™ (p. 427).

Similarly, testitying before a U.S. Equal Employment Opportunity
Commission hearing on comparable worth, Gregory summarized the
implications of his research with Duncan®? as follows (Gregory 1980,
pp. 613-4):

In response to such a change in the wages of females. relative to
males. [as was induced by the Equal Pay cases.] one would expect
some employment consequences . . . . In fact, our history has been,
since 1969, up until the last 12 months at least, that employment of
females in the market place has continued to grow faster than male
employment,

Furthermore. we have found that the unemployment of temales
relative to males has continued 1o fall, as it had been doing right
throughout the sixtics and seventics.

Likewise, in a paper prepared for a 1983 conference. Gregory et al.
(1985, p. 8306) asserted: "The Australian experience suggests that
governments might implement equal pay provisions without serious
relative employment effects for women, at least over a period of a decade
or 50.” (See also Gregory et al. 1989: und Hutner 1986, pp. 34-41.
quoting a talk given by Duncan on the Gregory-Duncan research.)

Numerous U.S. observers-~both proponents of comparable worth,
and rescarchers —apparently found these conclusions. and the simple
descriptive statisties on which they were based. to be quite convincing.
For example. the National Academy of Sciences/National Resecarch
Council report on comparable worth (Treiman and Hartmann, eds.
1981, p. 67. note 10) characterized the Gregory-Duncan findings as
follows:

Gregory and Duncan (1981) investigated the relevance of lubor
market segmentation theory to Australia’s recent efforts to increase
the wages of occupations tilled mainly by women, They suggest that
the wage increases did not negatively affect the number of women
emploved. in part because many employers of women were sutfi-
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ciently insulated from competitive market forees to absorb the
higher costs.

Similarly, Eleanor Holmes Norton, former head of the U.S. Equal
Employment Opportunity Commission (who chaired the 1980 hearings
at which Gregory testified). described the Australian experience in these
terms (U.S. Congress. House 1983, p. 44).

During a 5-year period beginning in 1969, Australia removed ¢x-
plicit differentials for pay based on sex. Using a combination of first
equatl pay and then comparable pay principles. Australia reduced
the pay gap between full-time male and female workers from 38
pereent to 77 pereent,

There are differences between wage setting in the U.S. and
Austrolia. including wage mimmur-s for all occupations in Aus-
tralia. But precisely because the Australian action affected the entire
cconomy, it should be studied to see why dislocation and other
disruptive cconomic changes regularly predicted when this subject
is discussed here. did not oceur therc.

(For similar remarks from another U.S. proponent of comparable
worth, see Ratner 1980.) The reaction of some rescarchers in the U.S,
was similar, For example. Mitchell (1984, p. 134) summarized the
Gregory-Duncan findings*®? for a Brookings Institution survey of the
Australian cconomy as follows:

Economists are prone to believe that significant changes in relative
prices or wages will lead to important changes in sesource alloca-
tion, and they have struggled to find symptoms of such eftects after
the equal pay decisions. Yet the gross numbers show that the propor:
tion of women in Australiay labor force and in total employment
kept rising in the late 19704, and that the ratio between unemploy-
ment rates for women und those for men did not rise (it fel).
Rescarchers have had to “tease™ the data to come up with any signs
that the demand for women relative to men was reduced.

Some have noted, for example. that the ratie of female employees
to total employees rose about 1.9 percent a year from 1966 to 1970,
and that if that rate had been maintained. the ratio should have
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reached a little over 40 percent by 1982, Insiead it reached only 36. 7
percent [footnote citing Gregory etal. (1985)]. Was the shortfall due
to the relative wage effect. or was it due to other factors that slowed
down the growth in employment rates for women? . . . Whatever the
reasons for the slowdown [in womeny refative emplovment] in
Australia, economists no doubt were surprised (disappointed?) that
it was not larger.

Some attribute the cmployment pattern in Australia to change in
industrial structure. . .. Others point to the segmented labor mar-
Kets. arguing that, since men and women are not highly substitutable
under current institutional arrangements. changes in their relative
wage levels have little impact on their relative rates of employment
ootnote citing Eccles (1980) and Gregory and Duncan (198 D). In
any case, the episode is likely to draw considerable foreign interest
as word of it spreads.

Unfortunately. however. the simple descriptive evidence presented by
Gregory and Duncan (1981) - on which all of these remarks are based —
is cssentially irrelevant to the question of whether EPEV adversely
affected the employment or unemployment of women. By their nature,
simple time series trends do not abstract from (rather. they incorporate)
the host of other factors that might have affected female employment and
unemployment, ¢.g.. secular trends and business cycle fluctuations. For
example. like most other developed countries. Australia has seen a
substantial secular rise in female labor force participation. Thus it
would hardly be surprising if female representation in the labor force
and in employment continued to rise after EPEV. That this did in fact
happen means only that. as a result of @ff the things that occurred during
the relevant time period — not only EPEV. but everything else. including
cyclical fluctuations and long-run trends—tfemale employment was
higher after 1972 than before 1972, relative to male employment.
Clearly. however. such simple descriptive statistics are not meaningful
evidence on the effects of EPEV per se ™

However, Gregory and Duncan not only presented simple descriptive
statistics of this sort: they also provided a second kind of evidence on
employment and unemployment effects. in the form of a set of regres-
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sion analyses for the Australian economy and various sectors thereof
(e.g.. manufacturing). In these analyses. the effects of other factors
affecting female employment and unemployment trends —business cy-
cle fluctuations and secular trends — were ex 1y taken into account,
The results of these analyses present a picture 1s quite different from
the one suggested by the simple time series. In particular, these analyses
indicate that, other things being equal. EPEV reduced women’s relative
employment growth and increased the fe:nale unemployment rate by
sizeable amounts.

The first of the Gregory-Duncan regression analyses considered the
relative growth of female employment (i.e., the difference between the
rates of growth of female and male employment), abstracting from
cyclical fluctuations (as proxied by the current and the one-year-lagged
value of the adult male unemployment rate) and secular trends (a time
trend variable) using annual data for 1948-78. This showed that. other
things being equal. an increase in female (relative to male) award rates
had negative. statistically significant and rather farge cffeets on female
relative employment growth. 33 Only for public authorities and commu-
nity scrvices was the eftect negligible. Gregory and Duncan (1981, pp.
420-1) summarized the implications of their regression results as
follows:

We estimate that over the six years during which equal pay was
introduced {i.¢.. 1973-78] and the average growth rate of female
employment was about 3 percentage points greater than cale em-
plwment, the change in relative wages reduced the growth rate of
female emploviment compared to male employment by 1.5 percent
per annum.

In other words, the regression results indicate that the increase in
relative award rates associated with EPEV reduced the refative growth
rate of female employment from 4.5 percent per annum to 3.0 nereent
per annum. i.c.. by one-third of the figure that would have otherwise
obtained.

Gregory and Duncan also performed a regression analysis of the
female unemplovment rate (1981, pp. 424-5) using quarterly data for
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1964~-1979. Its implications are essentially similar to those of their
analyses of relative employment growth: the increasc in relative award
rates associated with EPEV raised the unemployment rate of women by
about 0.5 of a percentage point (the aciual female unemployment rate in
August 1976 was 6.2 percent).

In sum, the Gregory-Duncan regression findings indicate that EPEY
adversely aftected both the rate of relative employment growth for
women and the female unemployment rate —that. in the absence of the
rise in female award rates (relative to male award rates) associated wich
the 1972 Equal Pay decision. womens employment would have grown
faster relative to men’s employment. and female unemployment would
have been lower. than was actually the case. Moreover. although these
effects were not cataclysmic. they were also far from trivial: a one-third
reduction in the female relative employment growth rate, and a one-half
of 1 percentage point increase in the female unemployment rate. 3

A few writers (for example Ehrenberg 1989, and Killingsworth 1985,
pp. 105-7) have noted that the implications of the Gregory-Duncan
regression analyses are adverse. However. a surprising number of com-
mentators have continued to misinterpret the Gregory-Duncan analyses
as indicating only minimal employment consequences of EPEV, For
example, Hartmann et al. (1985, p. 14) assert. . . .some (Ratner 1980:
Gregory and Duncan 1981) argue that the policy had no deleterious
effects. while others (Killingsworth, [1985]) argue that institution of the
policy increased unemployment and decreased job growth for women.”
Similarly, Dex (1986. p. 897) refers to “disagreement between authors
about whether the employment effects [of the Australian experience] arc
negligible or significant.”

A recent paper for the Brookings Institution by Aaron and Lougy
(1986, pp. 40-1) exemplifies the widespread failure to interpret the
Gregory-Duncan findings correctly. They first quote another Brookings
author, Mitchell (1984, p. 134). who relied exclusively on Gregory and
Duncan in reaching his conclusion that EPEV had only negligible
eftects (recall note 33). They then declare (Aaron and Lougy 1986, p.
41): "In contrast, Robert Gregory and Robert Duncan estimated that the
Australian experiment with pay equalization had a perceptible impact on
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the growth of female employment and on the female unemployvment
rate.”

6.3 Effects of Equal Pay for Work of Equal Value: New Results

I now present new estimates of the wage and employment eftects of
EPEV. The framework used in the analyses i1s similar to that used in
chapters 4 (for Minnesota) and 5 (for San José): 1 first analyze the effect
of EPEV on wages. and then consider the relation between wages and
employment.

Ideally. one would proceed by considering. first, the impact of EPEV
on award rales (since it is award rates, not actual wage rates, that the
Commission aftects directly): then, the relation between award rates and
actual wage rates (which are affected by overaward payments as well as
awards per se): and. finally, ihe relation between wage rates and employ-
ment, Unfortunately, the avat’ e data do not permit a three-part analy-
sis of this kind: quarterly da: H»n actual wage rates by sex are available
only fro.nthe mid-1970s onward., 1. e.. after adoption of both EPEV and
EPEW. Wage data by sex are available on an annual basis for a longer
period. but using annual data (and moving the start of the analysis back
to. c.g.. the 1950s) would reduce sample sizes and raise questions
(essentially unresolveable with annual data) about whether relationships
prevailing in much earlier periods can reasonably be assumed to have
continued through the 1970s and 1980s. Accordingly, the analyses
discussed below use quarterly data, and consist of two rather than three
steps: 1 first consider the relation between EPEV (and EPEW) and
award rates, and then consider the refation between award rates and
employment. In effect, the second of these is a reduced-form version of
the latter two steps of the three-step analysis outhined above.

The data considered in chapters 4-5 were microeconomic panel data:
in contrast, the data analyzed in this chapter consist of conventional
macrocconomic timesseries. Developing a formal model of the Aus-
tralian macrocconomy is well beyond the scope of this chapter. Instead,
I adopt the ARMA (autoregressive and moving average) approach used
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by many other rescarchers. As Ashentelter and Card (1982, csp. pp.
761-762) note, numerous alternative madels of the labor market gener-
ate ARMA representations of the data, and relatively low-order ARMA
specifications seem capable of representing most of the dynamics of
macroeconomic labor markets in a satistactory but parsimonious
manner.

One feature of the ARMA process is particularly important in what
follows. Toillustrate, consider 4 simple ARMA process with no moving
average ("MA”) component, an AR(2) or second-order autoregression:

yoEby o by, e (6.1

where vis a variable of interest. the b are coetlicients, ¢ is a random term
uncorrelated with the v or its own prior values ("white noise™. and ¢
subscripts index time. Lety, =y, .=11for7=3and (tosimplify) ¢, =0
for il 1. Then, by (6.1), the value of v “today™ (1= 3) is v,=(b, +b5).
Likewise. by (6.1) and the assumption that ¢, =0 for all 1. next period’s
vitlue of ¥, v,. is given by

va=hovotbay,=h (b, th+ b, (6.2

That is. todays value of y. v, becomes tomorrow Jugeed value of v,
which in part determines tomorrow’s value of v, v,

Data

Table 6. 1 summarizesthe variables used in the analyses, and indicates
the souree for each. In brief. the analvses use quarterly data starting in
August 1967 and ending in August 1982, Employment data refer (o
February, May. August and November of cach year, and so 1 use award
rate data for the same months. My choice of starting date is dictated by
the fact that August 1967 is the first date for vhich monthly data for
womeny award rates are available. The series for award rates tor both
men and wamen were reweighted after August 1982, so that s the last
date covered by the analyses. V7 It <hould be noted that the award rates
series includes not only Commission awards as such, but also so-called
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“consent awirds” negotiated by unions and employers to which the
Commission consents at the behest of the parties.

As indicated intable 6. 1. the award rates of pay used in these analyses
are weekly award rates in current Australian dollars, 1.c., weighted
average minimum weekly rates payable for a full weeks work (exclud-
ing overtime). The labor demanded at these award rates might most
appropriately be measured by employment of full-time, private-sector
wage and salary employces, but published data for this do not appear to
be available. Instead, I consider two different series on employment: (1)
total full-time employment (including government employment). and
(2) private-sector (i.e.. nongovernment) wage and salary employment
(exclusive of employers. the self-employed and houschold employees,
but including part-time workers).

The effect of EPEV on relative award rates

Table 6.2 presents the results on relative award rates. For present
purposes, the analysis of relative award rates (LNRWAGE) is primarily
concerned with whether the Commission’s 1969 cqual pay for equal
work (EPEW) and/or 1972 equal pay for work of equal value (EPEV)
decisions had an independent effect on relative award rates, over and
teyond what might have been expected on the basis of secular trends.
cychical and seasonal factors, ete. Ineffect. the task here ts to modet the
Commissions behavior.,

As shown in tuble 6.2, the model of relative award rates is a simple
one: LNRWAGE as of quarter 7is specified as a fourth-order autoregres-
sion (AR(4)) with additional variables: o quadratic in tune. scasonal
dummies, and several “policy variables.™ In addition to equal pay
variables (described presently ). these policy variables include dummies
for two periads: one during 1975 Q2--1980 Q4. when the Commission
attempted to increase award rates in line with changes in consumer
prices. WGINDEX: and the other during 1981 Q1-1982 Q4. when “all
attempts to restrain wage growth were abandoned™ (Pissarides 1987, p.
200. WG FREE.

Similarty. I use dummy variables to represent the EPEW and EPEV
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Table 6.1 (continued)

Value as of
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decisions. These dummy variables are of two kinds. One set of dummy
variables, DEQUALPA and DEQUALVA. respectively, equals unity
during dates when the relevant policy was being implemented. Thus,
DEQUALPA (the dummy for EPEW) equals unity between November
1969 and February 1972, and zero otherwise: whereas DEQUALVA
(the dummy for EPEV) equals unity between February 1973 and August
1975, and zero otherwise.** [Hote that these dummy variables in e.fect
specify that the cqual pay policies were shocks to the systemy whose
immediate effects led directly to changes in relative award rates but
whose effects at later dates, given the assumption of an AR(4) process.
operated indirectly, through ceffects on lagged relative award rates.

The second set of dummy variables, EQUALPAY and EQUALVAL,
respectively. equals unity for all dates during or after inception of the
relevant policy. Thus, EQUALPAY (for EPEW) equals unity on or after
November 1969 and zero otherwise: whereas EQUALVAL (for EPEV)
cquals unit- or o after February 1973 and zero otherwise. Given the
assumpti AR(4) process for relative award rates, usc of this
sccond se. -nmy variables amounts to an assumption that the equal
pay policies not only acted as direct shocks to the system at all dates | bt
alse operated indirectly (at dates subsequent to the policies’ inception),
via effects on lagged relative award rates.

By how much did EPEW and EPEV afiect relative award rates? The
first two columns of table 6.2 present results obtained using the first set
of equal pay dummy variables. DEQUALPA and DEQUALVA .Y Re-
gression (1) excludes. whereas regression (2) includes, lagged variables
for the price level: the price level variables are not themselves statis-
tically significant. and so. not surprisingly. including them does not
materially affect the results. (Similarly, in other regressions, noi re-
ported here, none of four lags in the “output Huctuations™ variable
DEVIL.RGD is significant when added to regressiors like (2). and their
inclusion does not change the coetlicient on DEQUALVAL) The cocffi-
cicnt on DEQUALVA in regressions (1)-(2) 1s positive (between about
0.021 and 0.017) and statistically significant at conventional test levels.
In contrast. the cocthicient on DEQUALPA in regressions (1)-(2) is
much smaller and is not significant at any reasonable test fevel. Thus, the
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results suggest that EPEV, though nor EPEW, did in fact raisc women’s
award rates of pay relative to those of men.

As noted previously, however. the coetlicients for DEQUAILVA tell
only part of the story. They indicate the direct effect on the current
relative award rate with lagge] relative award rates (LNRWAGO!1-
LNIWAGO4) constant. But since todayy relative award rate is tomor-
rows lagged relative award rate. and since this is an AR(4) process.
“turning on” EPEV also affects future relative award rates indirectly, via
lagged award rates: the coefiicient on DEQUAILVA is only the initial
cffect of EPEV. To determine the long-run effect of EPEV, one must
carry the calculations forward into subsequent years.

The column of table 6.3 headed DEQUALVA presents simulations for
the eftect of EPEV derived using the coefficients for regression (1) of
table 6.2, Entries in this column are logarithmic differences (multiplied
times 100 tor ease of reading) in relative award rates simulated with and
then withowt the EPEV coetlicient, DEQUAILVA. Since February 1973
is taken as. the first date on which EPEY was operative, and since all
lagged relative award rates as of that date were (by assumption) un-
affected by EPEV, the entry in the DEQUALVA column of table 6.3 for
February 1973 implies an initial increase in relative pay of 2. 14 percent
attributable to EPEV (=the cocflicient on DEQUALVA in regression (1)
of table 6.2, 0.0214, times 100). As just noted, however, at all subse-
quentdates, at feast some (and eventually all) lagged relative award rates
are affected by EPEV. Hence. entries in the DEQUALVA column of table
6.3 for dates after February 1973 show the logarithmic difference
between (1) relative award rates including not only the initial EPEV
effect - the coeflicient on DEQUALVA - but also its longer-run effect. to
the exten’ that it shows up in Jagged relative award rates: and (2) relative
award rates calculated without any initial or fonger-run EPEV effect.

The DEQUALVA column of table 6. 3 indicates that the eventual effect
of EPEV on relative award rates differed from its initial effect (as given
by the coefficient on DEQUALVA in regression (1). table 6.2). Between
February 1973 and August 1975, EPEV raiscd women’s award rates
relative to mens hy about 9.9 percentage points. However. this effect
wore off rapidly: the estimates imply that, by the end of the period
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Table 6.3 Simulations of Award Rate Effects of EPEV

Maonth

Year DEQUAIMA EQUAILNAL
73 2 214224 208505
73 s 108412 302095
73 8 4 78344 4.60276
73 Il 6 13846 S 81a
73 2 T 1643 6.5302]
74 A X. 18753 7.15638
74 R 8.79377 728384
74 bl 9 3N78 7261496
78 N 4 688K 7.06396
75 5 9 79740 6.74739
75 N G 9003 641868
78 ] 7.762496 6. 14880
7 2 67971 S.92004
76 ) 8044206 S.76296
76 N 3162211 567282
76 H Y 53658 5.65069
77 N [ 44604 567177
77 5 (178804 5.72364
77 N (23081 579168
77 H SRR R S.RS867
78 2 Y313 S 491816
78 A U RS 5.96311
8 N — {44515 599242
78 il () $2582 6. 00670
T4 N 037164 AR
7 S -1 30887 6001035
79 8 SRR 2 5.ORR3S
79 iR IR NENY) 597363
80 > 41T IOuR S 4547
80 S —.07447 5 4L '87
"G ] - {10394 S AR}
RQY I 001804 AR E RN
81 N (221 S .493]84
X1 s (LO125R S YIRS
X1 N 0oL S GIIRK
X1 I 001879 5 Q3683
K2 N ISEUL S 9400)
82 R ool S.94206
b\ » Q01421 5945

~

DEQUALNA sonlabien desived fro covthaentn for regression h table o

EQUALVAL: simutation denived trom cocthoents tor regressaon (3. tuble 6.2

Each cofumn shows the difference, muthiphied times 100, between ¢ the predivwed mugnitude of
ENRWAGE i - presence of EPEV tas measured by the coctitaaent on cither DEQUALVA or
FQUALVAL). and (2 ats predicted magmtude without EPEN A positine incgativer emiry shows the
approgimate percentaye amount by which EPEV raised tredocedy ENRWAGE is of the indwated
date. (See fext for detals )
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considered (August 1982), the relative award rate was essentially whai it
would have been in the absence of EPEV.

Regressions (3) and (4) in table 6.2 use the second set of equal pay
dummies, EQUALPAY and EQUALVAL (and either exclude or include
lagged variables for the price level). Like regressions (1)-(2) in table
6.2, which usc the first set of equal pay dummies. regressions (3)-(4)
imply that EPEV, though nor EPEW, did in tact raise women'’s award
rates of pay relative to those of men. However, as shown in the EQUAL-
VAL column of table 6.3, simulation using the cocflicients for regres-
sion (3) in Table 6.2 implics that EPEV led to a permanent increase in
the relative award rate of about 5.9 percent, relative 10 what would
otherwise have prevailed.

The contrast between the two sets of results (for DEQUALVA., regres-
sion (1), vs. EQUALVAL. regression (3)) in table 6.3 is stark. Which
describes the data better? To address this question, consider regressions
(5)-(6) in table 6.2. The difference between the DEQUALVA and
EQUALVAL specifications of regressions (1) and (3) in table 6.2 is that.
in the latter. EPEV is assumed to have a direct effect (in addition to any
indirect impact that may occur via lagged relative award rates) at afl
dates after adoption of EPEV: whereas the former specification does not
entail this assumption, To test this, one may simply break up the
EQUALVAL dummy (which equals unity at all dates on or after Febru-
ary 1973) into two parts: DEQUALVA (which equals unity during
February 1973 August 1975) and POSTEV (which equals unity at ail
dates on or after November 1975). As indicated by the r-ratios for
POSTEV in regressions (5) and (6) in table 6.2, the «~~"" sient on
POSTEV is not statistically significant at conventional fey “reis no
direct EPEV cffect on refative award rates after August

In sum, the results in tables 6.2-3 indicate thatalthough .+« had a
sizeable initial effect on relative award rates —as much as 9.9 percent,
by August 1975 —this initial effect wore off fairly quickly. By August
1982, the relative award rate differed little from the level it would have
attained in the absence of EPEV, The basic reason tor this is implicit in
the results for regression (5) of table 6.2: there is no indication that
EPEV continued to exert an independent or direct effect on relative

2‘.&:
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award rates after August 1975.4° Beyond that date. EPEV had only an
indirect eftect (via lagged values of award rates): and these indirect
cffects ultimately died out. !

These results do not mean that EPEV had no effect at all: although the
relative award rate eventually ended up at abo: 1 the same level it would
have attained in the absence of EPEV. EPEV did help it get there sooner
tnan it otherwise would have. On the other hand, the .csults do not
support the notion that EPEV iaduced a permanent increase in the
refative aw: rd rate. Note the similarity between these results on the
absence of any long-run EPEV effect on the relative female /mate award
rare and Pissarides’ (1987) findings about the absence of a long-run
effect of EPEV (or. more precisely, of the "wage push™ segment of the
longer EPEV period) on the general level of wages.*?

The effect of EPEV on relative employment

I now consider EPEV' effect on relative female/male employment.
Table 6.4 presents three vector autoregressions for cach of the two
employment serics [ have considered: private wage and salary carners,
and all full-time workers. In the first (regressions (1) and (4)). relative
employment (LNREMPL) is specified as an AR(4) process with four
lags in wages (LNRWAGE) and prices (LNPEXPO). The second (re-
gressions (2) and (5)) adds four lags in Tobins ¢ (LNQRATD. treated as
a measure of the price of capital services. The third (regressions (3) and
(6)) adds four lags in DEVLRGD, used as @ measure of fluctuations in
real output.

Inseveral respects. the results for the two employment series are quite
similar. As measuice by the Ljung-Box statistic (see note 39), one
cannot reject at any 1casonable level the hypothesis that the residuals in
the regressions for cither series arc white noise. The autoregressive
component (lagged values of LNREMPL) in both regressions is signifi-
cant. and there is some indication (particularly for private wage and
salary workers) that employment may be less than a fourth order
process. As measured by the sum of the coethicients on LNRWAGE,
relative wage effects on relative employment levels are negative and

D2
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Table 6.4 Regressions for Relative Employment
(dep var.=L N‘RhMPL. tm pdrentheses)

Pmate “age/%alm ¥ l‘arners All Fulltime \\nrkers
(h 2) (3 (4? 5 (fﬂ
L NRWAC‘I ~4). ilﬁﬁ —(). 990 01884 02132 L3I0 -0.2818

(0.803) (1.07& (1 90N (1.625) (1189 (2.262)
LNRWAGE? 0.0146 0.0779 0738 00060 00337 -0 1
(.08 (0 442 {.369) ({0,039 (0.206) ((2.769)
LNRWAGE3  ~0.2020 02025 —0.2002 L0034 Q0088 - 0.0330
IR (1248 (1,129 (0.024 ((.06(H (0263
LNRWAGE$ 00589 —~0.003 00087 019 -0.2305 - -(0.0858
(131N [(SRIANS! (0.034 (158 {1.8%h (.753%)
LLNREMPL! 03.7995 0.7573 0.7909 0.4160 0.4078 .3224
4.150 (3,620 {3,384 (2.80%9) (2.693) (1.99%)
LNREMPLZ  -0.1604  —0.1437 - 02058  —(LOR7Y (L1212 00176
(.59 {0,508y (0.627) {0.56) {0.768) (0. 12h
LNREMPL3Y  -0.1602  —~0.0988 00490 03274 03718 0454
((1.609) (0.348) (01584 (2020 (2317 {3.2561)
LLNREMPLY —~{). 1560 (L0246 0.0126 {.0178 00170 -0.0222
(0.730 (Q0.097y (O0.041) 1T W1 h (0182
LNPEXPOL (0878  —0.0581 - 00710 0.0156 0,053 0.0179
(1.00) ((0.605) (0. 660) (0.2 (0.746) (1. 286
LNPEXPO2 {2140 0. 2089 (2393 -0.02649 ~-0.0530 (0308
(1,571 (1 487 (1.4a3y (0. 236 0.47% 0. 30Wm

LNPEXFQO3 003400 —0.0362  —00720 0048 - 006029 - 01436
(1.253 (0,257 IR ERT (463 ) 600 (1.520)

LNT XPO4 4434 .0739 (1.0946 ()} 1O88 0.1347 {J.17&3
() 3345 (0 685) (1.762) AERIAS (1.71) {2.566)

LNQRATII (0.0332 00361 0.0227 {.0353
1.030) ((1.795) (1,254 (2.066)

LMORATE O.0018 00075 S8 - .(3ARK
10,0580 (173 (1.966) (1,306

LNQRATI3 (.0350 0.0206 0043 -0.02K]
(1.034 {0 464 () 165 (1.038)

LNQRATI O3 (10228 -0 001 0.0073
(10Ul (.88 (O 06ty (0. 3549y

DEVI.RGDY (L0458 - () .0549
{0,226 (01 IR0

DEVLRGD? - 01200 L1360
1.82th t1.192)

DEVLRGI S SRITE (3.3372
(11 544 {325

DEVIL.RGIM (L0236 (. 16oXK
it (f S

TIMEVAR .06 00098 (.00494 0.0247 {3 0268 (10243

(1350 (1.RU8) (1.3 4 OxY -+ 430 4.367)
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Table 6.4  (continued)

Private Wage/Salary Earners All Fulltime Workers
(h ) h (4) R} (&

TIME_SQ (L0 (1001 (L0 (LU0 ~ {10012 -L0012

t1.10%) (1728 (1.1760 12948 RIRESY 13670
MONTHO -1L0161 R Rt =102 -(L.0087 - (1013 0.0193

(2607 {2294 (0. 378y 12156y (2618 {1.007)
MONTHOA -~ (L. O00R - (L0006 (0 8K ~{(1.006Y - L0091 0.0178

({130 {0093 (0. 200 (1.32% {1 6849 H.745)
MONTHOS -0 -~ 01 {1 (1354 - 0,002 -7 - (440

(.63 (1.76% (838 {2,088 (2387, {2004y
Intercept B R RY R RERI - 10324 -1 08 ~ | S8 ~1.6087

(2 4Ry 12.566) {12 286} 4.200 4.631) 15.038
R+ 0.9470 {1982y {19545 (19343 0.9.440 (19635
D-W 1.9Uds |.RO4 19635 20008 21864 22064
L-B IRk 344 5.9 203 66 1.08

(17580

(6t .31 WRI

{881 67

fairly large:*? adding variables (LNQRATI. DEVLRGD) raises the
absolute magnitude of the estimated wage effects somewhat,

On the other hand. the results for the two series differ in some
respects. In a nutshell. most effects seem to be “stronger™ for full-time
empioyment: wage effects tas measured by the sum of the coceflicients on
LLNRWAGE) are larger in absolute magnitude and have higher /-ratios #
the order of the autoregressive process appears to be longer: and the
relation to both cyclical fluctuations (DEVLRGD) and Tobins ¢ (1.N-
QRATD seems to be stronger. Finally, and perhaps most curious, the
two series appear to be related to given sets of vartables in rather
different ways, For example. as measured by ¢ ratios, full-time employ-
ment s relatively strongly related to the one- and four-quarter lagged
relative wage. whereas private ~age and salary employment is related
(at best. rather weakly) to the three-quarter lugged relative wage.
Similarly, for private wage and salary emplovment. only the one-quarter
lagged value of employment is significant; whereas. for full-uime em-
ployment. the one- and three-quarter lagged values of employment are
significant at conventienal levels but neither the two- nor the tour-
quarter lagged +clues eve. approach significance.
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Despite these differences, the results for the two employment series
have rather similar implications about the effect of EPEV on employ-
ment. This is shown in table 6.5. where 1 report simulations of the
logarithmic difference (multiplied times 100 for case of reading) in
relative employment levels with and without EPEV. These simulations
use (1) the wage eftects of EPEv shown in the DEQUALVA column of
table 6.3. (2) the coeflicients on LNRWAGEn. n=1-4. shown for
regressions (2) and (§) in table 6.4; and —because these are AR(4)
processes. in which the current employment level becomes the n-
periad-lagged level n periods later—(3) the cocfficients on
LNREMPL#n. n=1-4_ for the same regressions. s As shown in table
6.5. the eftects of EPEV on private wage and salary employment and on
all full-tiie »mployment were quite similar: a negative (and not insubs-
rantial) initial effect that, however, wore off fairly quickly. The declines
in relative (female/male) employment induced by EPEV were greatest
as of November 1975 (6.9 percent for private wage and salary workers.
5.2 percent for all full-time workers) but were negligible by the end of
1977. Note that these results on the relarive employment effects of
EPEV resemble Pissarides’ (1987) results on the effect of (the “wage
push™ portion ) EPEV on the level of emplovment and are about what
one would expect on the basis of the findings shown in table 6.2 for
EPEVY effects on relative wages.

6.4 Swinmary and Conclusions

These results on the Australian experience with equal pay for work of
equal value provide something for everyone. U.S. proponents of cony
parabic worth can take heart from the fact that EPEV had no lasting
effects on female/male relative employment. Opponents can emphasize
that EPEVY initial relative employment cffect was adverse and not
insubstantial. The finding that EPEV did not induce a permanent im-
provement in female/male relative award rates will confirm the suspi-
cions of Australian feminists: it may also come as a relief to Australian
employers (and perhaps the Commission), Had EPEV been maintained



Table 6.5 Simulations of Emplovment Effects of EPEV

Employment

Year Month Private Wage/Salary All Fulltime
73 h} -6 =} 60637
73 3 -0.76873 - 130220
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EPEV raed vreducedy ENREMPL us of the indicated date (8ee teat tor detads
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as i permanent policy. its effects might have been quite different. In the
event, however. its long-run wage effects were negligible and so. too.
were its fong-run employment effects,

The Australian experience also provides some ironic lessons for
attempts to implement comparable worth in the U.S. As noted in
chapters 4 and 5. the employment ceffects of comparable worth in
Minnesota state employment and San José municipal employment were
not particularly large, but that was primarily because its wage effects
were also not very large. In long-run terms. the same general remarks
apply to the Australian experience,

NOTES

" See Hancock 0197940 19709 and Pordnun 1954 for dicussion o the first SO veary
cyperience with the wrbitration wwvem

T8ection SENNXVE DY ATpuget (1977 p U comuments. " Thes paragraph [rnd the vondilia
ton and arbitration system that grew out of 1] has been the cause of more bugation than amy oder
sinple provision an the Comtitution and as prosided the swiimg poals and Buropean holiduy s
for generstions of combtitutional lawaers ©

' The Concilution und Arbitruton Acthus been amended nuimerons times sinee st sdoption in
T4 The husie structure meflect durmg 1986-X9 was sabstmtiadly determined by amendments
adopted 10 1456, which divided the then Court of Conciliation and Arbitration into an Iadustral
Court and o Conctiation and Arbitration: Comimission. The Commision was iosponsibie foy
preventing and setiling mdustral disputes ahout pay rates, working comdifons, ete L and for isamg
decivons - Tawards” - on those disputes The Industrsal Court aas concerned w ith interpretstion of
the Cammissaions asards, enforcement and ontrol of regulations goverming federally segistered
argantzations and the hhe threaches of umon ndes, contested union elections, ete 1 This chapter
focuves on the Commission and anidogons bodies at the state lesel, For further deseription of the
mdustrial relations sastent, see Pabacheck amd Niland CF9R By Deery wnd Plow man (1988 and
Yerbury and Inaiac 19710 In 1989, Purhament adopted new legndation that tameng other things)
created an Austraban Industriad Relations Compssion which took oser most of the functions of the
Conaliation and Arbitration Commussion Sinee this Chapter s concerned with developments up o
TURY, references to Mthe Commission™ o the et are concerned with the Concthation and
Arbstrarion Commraion rsather than ity succcssor

* The Actissupposed tosupplement . not supplant. bargaming between umon and managemoent
talthough crities of the arbirgtion svatem sgpest that s modus opersnde virtuadly ensares that
many tasues sl go more or fess directhy to the Commussion wathout firs han ing beenthe subpect of
serious burgmng). Sections ot the Act sflow amons ad emplosers to draw up thar owa
procedures for dispute settlement The Conmsion oy abso niemonabize. by so-called consent
awards and certtied agreementss settfensents voluntandy reached by the parties covening an xnd o}
matters previeusly modispute Fuially, as noted belows the Commisson anly seis wige i,
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MOSt Py rales M exeess of these mmpma Coveranwand pasments’) ane devided by the parnes,
without Commisaon itervention,

¢ Emplover associations such as the Contederation of Avstradian fndustry and unon associa-
tions such s the Australian Councit of Trade Untons may also appear. oo nugor cases, advocates
who nonnnatly appear on behalf of relatively minor mdastry or umion groups are in fact represent-
ing allempiovers, ¢.p . through the CAL orallumons. ¢ogo through the ACTUL OF coutse. state
and federal genernment agencies are tredted as Temploderns™ o cases imvolving poverniment
workers.

& Between the Jate F9SO8 and Late 19608 the mam umon advovate wis RO1 L iBohy Hawke,
reseatreh officer tor cand Ler preswdent of ) the Austrahan Counal of Trade Unions. Huwhe had
carncd o B Lt n socid studies asa Rhodes Scholar at the University of Oxtord the fater fecenved
an LL.B . hut never become o member of the bary He s now prime minister of Australue

T Seven shitlings per day also rned out fobe close o w hat “reputable” emplovers < municipal
councils and pudhic authorities in particular - were already payving, and had important emotional
connotations: 11 was a twidely prevathing rate i the I880L,” abandoned during the depressed amd
conthict-ridden 183y, By adopting it, Higgms could madicate 1o workers that he was wailhing toshift
the batunce of industrial power (Hancoek 1979b, p 1312 Teenmeally, Higgimy decivion savnot i
witpe awand but @ determnation of whegher Inferoanonad Hupvester was payving @ “fasr” wage and
wars thus entited (o an excine tay rebate onder the Exene Tardl Act. (Sinee Harvester was payving
fess than seven shitlings per day, Higgins denwed the rebate s Although Ausirahiay High Court later
struck down the Exveise Tarith AcCcPhe Kong v Barger (19081, 6 Commonn calih Law Reporis 411,
the Harvester deciston nevertheless became prevedent for awards under the Concthation and
Arbitration Act Higgns was o muggor foree belund the Comvtitutiony proviston for industriad
concibation and had o protound mtluence on s dovelopments the arbitration sy stem was truly the
Fhiza Doobittle of the untipodasn Henry Higgans, He acquired an international reputation as social
philosopher and innovator, the Harvard Law Review mvited im 1o contribute several sy s
freprinted i Higgins 12220 which amonp other things, cilled for retraming programs and worker
participation i industrs. Lke TS progressivessuchas Brandas, Higgins was deeply imterested i
apphy mg sociolopical and ccononie amaly ses toandistrad Lw Stor exampleseveral of v deasions
quote extensively fronr the wotks of Seebohim Rowntree and Beatrice Wehb tHowesn it seenin
anbikedy that these authonties. especiabhy Mrc Webb. could have been entirely pleased with alt ot
Higgmy conclusions, see “Feimale made differentiale ™ hefow

M Pay of some emplovees umder state awards might eveced thut of ther supervisors who were
subject 1o tederal awards  an “unomaly T Deers and Plow i FURS p 303 The Commsion
defined an negany as o stuation o which “emplosees perfornung spnbise work™ gl "y
reference to the nature of the wors, the fevel of shill and responsibility involhved and the conditions
peder which the work s performed.” and “traly ke with ihe as toabrelevant muattens” were “pand
disstmnbat rates of pay wathont goed reasan™ ENationad Wage Case TURIMD Pom F29000 p S

“nandustny cines, the natiomd fond. o lesser extent, the mdustry St eapaciy 1o pay " his
osuath been deomed refevant Howeven the Court and s suceessor, the Conmssion, hipe
comsndenthy refused o conader “singadar proftshdin ™ that s the protithibiny. of imdividuid
Brms - ek ing pay fate awands

0 Burton et ol CTURT ) anady 2o the operation of the Hiy syatemiat a college in South Austrad,
The mtormal gienpts ot work vaduation that are more tvpical of the Aodradum sosent lune
sometine s produced such anmpression on comminsaeners that the provess as gute Tteratly come
oo halt oo case, o umon representng comtiuchion workers sotght o demenstrate the
dangerons combitons under which s pemhers worhed by having an onoste nspection top
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building v . "»r construction. Unknown to union offic:uls. the commissioner conducting the inspec-
tion suffered from acrophobia. "Once up top. he Jthe commissioner] couldn't move,™ recalls an
advisor to the unjon, “and we had to pry him off the girder he was clutching ™ In unother vase. this
advisor sgys, 3 union sought to dramatize the arduous nature of its members’ working canditions,
One of the nnion’s more muscular members lefthis usual duties, went to astilingly hot bosler room,
stripped to the waist, covered imiself with greasc and began hammering away ata largeanvil, Inno
time, recalls the adviser. “his torso was gleaming with sweat.™ at which point union officials led o
commissioner through the room as part of an inspection tour. *When he got to the roon, the
commissioner was awe-struck: fike the other commissione . this one simply couldnt move, We
finally had to drag him from the room before our man passed vut from the unasecustomed exertion,”

" For some members of the Commission. adoption of the total wage wis less a cause than a
consequence of the push for equal pay. One commissioner later said that “we needed total wage to
getequal pay.” even though many unionists attacked the total wage as likely tolead to greater control
over wage growth (DAlpuget 1977, p. 128).

1 The previous year, the Commission’s Cattle Station Industry (Northern Territory ) Case had
abolished separate rates for Aborigines, declaring. “There must be one industrial faw, similarly
applicd. to all Australians. Aboriginal or not™ (113 C4R, p. 6691

'* The Commission’s President, Sir Richard Kirby. had been on the bench in the 1966 case on
Aborgines tsee note H) and in the 1967 National Wage Case that called upon the unions, employers
and government to consider the tssue of equal pay: Kirby fater said he “felt really pugnacious™ about
the equal pay issuc and “wanted (o have it treated in @ similar way tothe Aboriginal Stockmen . |
was particularly keen to be on the case because 1 knew that my closest buddy in the commission,
Mr. Justice {John] Moore, did not quite think the wav [ did. . in the way he looked at the
technicalities of a caxe. . .7 As it turned out. Kirby was unable to tuke part in the case for health
reasons. A presidential member of the Commussion Liter remurked that. had he been able to tuke
part, Kirby “could have persuaded Moore to go glong with him. ™ to make a “leap in judgement ..
and go straight 1o the heart of the issue. disregarding techuical obfuscations™ (D" Alpuget 1977, pp.
230-1).

" That times had indeed changed is ilustrated by asidelight tothe 1969 and 1972 decisions. In
1964, as lead advocate for employers 1 bis cupacity as counsed for the Meat and Allied Trades
Federation, Jumes Robinson had arpued against equal puy tor equal work. In 1972, as a Deputy
President of the Commission, Robinson concluded with his fellow judges that the 1969 decision
was Ly Rarrow and should be enlarged w require equal pay for work of equal value,

" in 1974, two further developments put the hnishing touches on equal pay for work of equal
value. First. the Commission awarded @ single nanongl minimum wage applicable to men and
women alike (the first natiomd minimum wage had been introduced in 1966 as o nunimum for adult
mafes) see National Wage Case 1974 (157 CAR. p. 299). Second. Australia ratified 1LO Conven-
von No. 100, wdvocating “equal pay for work of cqual vatue™

'® As we have seen, neither the distinetion nor the Commissions refiance on the former, rather
than the fatter, concept in this first 1972 comparable worth decision was in any way novel (recall
note 91 As we shall soon see, however. the Commission was to apply this language m an important
1986 comparable worth decision in a novel way.

7 This represents all awards indexed as vegual pay cases” or "fenntle rates cases.” As ©
(1986, pp. 323 3257 nates. the true namber of cases involy g egual pay is undoubiedy La: g
$3. because (D awards that, inter wliu, make equal pay adustiments sre not always sdent
such. (23 some caves that may have raised equal pay ssues are still to e decided; and €
awards that may hive made equal pay adjustments. inchuding several cases aited in the 1972 ¢ w

275



O

ERIC

Aruitoxt provided by Eic:

268 The Economics of Comparable Worth

pay decision taelt U hive either not vet been published or else not been praperiy indexed. On the
other hand, the figure of 33 equal pay awards contains an clement of double counting: m several
imstinces. the same case generated severad awards (making technicat corrections and the hike toan
ttial award).

® This view hus been enprossed oo me by namerous aoeademies. civil servants and union
otheials, For a published example of this view. see Brereton (19861 who suggests that the ACTU
may have felt that aggressive punsuit of EPEV would destroy the bargam it had struck with the
government HMHING agerogate pay mereiases,

" Whether the relationships between urton and emplover advocates and the Comission’s
Justices are s veuster as these remarks suggest, iseems clear that they have been very Close. For
example, D'Alpuget (1977, pp. 194-5y describes the assoviation between Commission prosident
Sir Richard Firby (note 12), umon advocate Bob Huwke tnote $) and employer advoceate James
Robinson inote 13y in the following terms: the “mitense rivalry in court {between Huwke und
Ruobinson} was matched by an equal camaraderie outside st which Kirby encouraged. Through a
commaon interest in sport Kirby was able to create a friendly. often playiul. atmosphere for the
proceedings. Robinson shared his faney for horseracing and all three men were devoted to ericket.
During the summer, notes concealed in fegal books which were pussed down from the bench to the
bar. apparently containing instructioms for advocates. contained the latest news on the fericket] test
scores. At other tunes they were the names of winners at Flemington {Melbourne racecourse}.”

M This s the state-level equivalent. o New South Wales, of the federal Commission,

2 Universities tEqual Payv)y Case, Industrial Commiussion of New South Wales, Current Review
B130 (September [9RM. pp. 818-34

S Barry 10 Maddern. who represented the Victorin Chamber of Munufactares betore the
Commission in the 1972 Equal Payv Case. was Commission president and senior member of the
three-judge panel that decided the 1986 Nurses case

2 Judge Winner sind that comparable worth was “pregnant with the possibility of disrupting the
entire ecomamic svstem of the [US.]7 (17 FEP Cuses at p. 907).

A Thus, the Comminsion allowed recourse to the Anonalies Conference only incases inwhich
rates had not already been adjusted pursuant to the 1972 EPEV dearsion. Unions may, howeser, be
able toargue that so-called EPEV increases actually awarded to therr members were noty in fact.
properly determined and that further adjstments are required under the 1972 decision.

S ULS advocates of comparable worth often treat "of equal value to the emploser™ as syn-
onymous with “of comparable worth. ™ However as noted inchapter 1. this has simply beenaslogan
ruther than a definmion with operatioma content’ i all situations i the U8, in which compurable
worth wage adjustments have been attempted or implemented. “worth™ has in fuct been defined in
terms of skill. effort. resnonsibility and working conditions - the same basic factors considered in
Austrabian work vajue assessmente,

** The Act was adopted 0 1984, in the samie year the government issued o Green Paper on
Atfirmative Action, set up i pidot program on athrmative action and announced that it was
comsidering further antidiscrimination fegislation. To date. there has not been enough experience
with the workings of the sct to permit a meamngful assessiment uf it but Deery und Plowman ( 7988,
p. 442y suggest that it has only imited ability 1o tackle svstemic diserinination of the Kind often
wddressed in htigation under Title VIT of the ULS Civil Rights Act

1 Recull from chapter ©that comparable worth advocates have usually urged that alf jobhs -
clerical, managenial, bluc-vollar, et - be evaduated vang s common framework. However, when
this has aot been possible, comparable worth has been implemiented praeemeat: for exaniple. i San

o
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Jose. comparable worth was based on a Haypoint evaluation of nonmansgement jobs only
(maneaement jobs had been evaluated, and were Rept, on a separate basisg,

** Proponents who have emphasized the refesance of the Australian expericnee to the Compury-
ble worth debate inthe U8, include the Nationad Academy of Sciences National Research Council
report on comparable worth (Tremman and Hartmann, cus. 1981, p. 67, note 1) and Eleanor
Holmes Norton, former head of the U.S. Eqgual Employment Opportunity Commission (L1.§.
Congress, House 1983, p. . Opponents include Robert E. Witliams und Lorence L. Kessler of
the National Foundation for the Study of Equal Employment Policy. an employer group (Williams
and Kessler 1984 pp. 68701,

* See Short (1986, esp pp. 320-321) for details. Wilborn (1986, p. 90) quotes Thornton
(1981, p. 466) to the effect that "[ijn 1969, when the first equal pay decision was rendered. the
formal ratio of female 10 male wages was 78 percent. In January 1981, the actual ratio was 66 S
pereent.” Wilborn then concludes that EPEV has "proven to be an ineffective response to the
problem” of the femule male pay differential. However, these figures refer to the overall ratio of
female to male weekfv earnings (not wages), which are not adjusted for ditferences in hours of
work. They therefore shed nodight onhow EPEV affected camings per hour of work, and confound
effects on wage rates and effects on hours of work. (However, the figures cited by Wilborn ind
Thornton do highlight an important discrepancy between the behavior of hourly wages and weekly
carnings, which inturn suggess that B EV may have adversely affected female employ ment. For
further discussion of this issue. see the next section. )

* However, the study did not present estimates of EPEVS effects on emplovment, bevause it
was concerned with chunges m the labar market for youths rather than with EPEV as such

"' See Gregory and Duncan (JOR, figure 1. p. 416, on employ ment: and figure 2. p. 425, on
unemploy ment).

¥ Gregorys 1980 testimony was concerned with Gregory and Duncan (1981, which, although
not published uptil 1981, was essentially complete by 1974,

Y Other than Gregory and Duncan (198 1), Mitchel cited only two other rescarch studies in his
discussion: Eceles (1980) and Gregory et al. (19851 However, nerther of these presents any
independent evidence ea the emplovment and unemployment effects of the Equal Pay decisions:
they merely cite the findings of Gregory and Duncan (1981).

* To put the point differently. the unemplovment rute of women in Australia more than doubled
while the 1972 Equal Pay decision was bemyg implemented (1t rose from 2.7 pereent in 197310 6.2
pereent in 1976). On the busis of this simple time-series trend. would it be appropriate to conclude
that Equal Pay had a severely advense effect on women? Only it it 1s appropriate 1o ignore all the
other fuctors that might have contributed to the nise i the female unemploy ment rate.

* See Gregory and Duncan (1981, wble 3. p. 418), That is. the clasticity of female relative
employment growth with respect to female relative award rates (the one-year-lagged difference
between the change in female and male awurd ratesy was —0.27 ¢=1.97) for the ~other services
sector, =165 (7= 3. 54y tor manufisctuning und —{.30 (1= 2901 tor the cconomy as & whole. In
addition 1o the relatve award rate variable. the regressors in cach case were the current and lagged
adu't male unemployment rate and a time trend term. "Employ ment” was defined iy wage and
safary carners m ocivian emplovment {and thus did not include employers or houschold
emplovees)

* Becutse of data frmitations, Gregors and Duncan (1981 had 1o analyze effeets 1n terms of

numbers of employed persons rather than i termy of person-hours. Some rescaroners {e.g..
MeGavin (983, 1983b: Snape 1980) have argued that this may have undenstated the tull effect of
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the 1972 Equal Pay decision on employ ment of women. although Gregory and Duncan (1981, p.
421-20 1983) disagree.

T A indicated in table 6.1, data for private wage and salary carnees are avadable only for
August 1967-May 1979, making a total of 48 observations. Dt for award rates and full-time
employment are avaitable for the entire period (August 1967~ August TYR2Y, making a total of 6]
observations for cach of these two series. Since the regressions in table 6.2 (for the relative awand
rate) and those in table 6.4 for full-time employment adopt an AR specification, g total of 61 -4
87 observations is used incach of these regressions, with the first referring to August 1968 and
the last to August 1982, The regressions in table 6 3 for private wage and salury earners idso adopt
an AR(3) specification. so here a total of 48 — 4 = 33 observations are used, with the first referring to
August 1968 and the last to May 1979,

® The 1969 Equal Pay Case. decided in June 1969, called for introduction of EPEW m four
stages. from October 1969 o Junuary 1972 (127 CAR. p. 1159 The 1972 Equal Fay Case (decided
in December 1972) called for intraduction of EPEV in three stages. from December 14973 10 June
978 (147 CAR. p. 180). Thus. construction of DEQUALPA and DEQUALVA tand their counter-
parts, EQUALPAY and EQUALVAL. discussed below) in effect assumes i Iag of about one quarter
between the issuance of cach decision and the start of its implementation.

W In able 6.2 (and also table 6,41, entries for D-W refer te the Durbin-Watson statistic, Entries
for L-B refer to the Ljung-Box (or () statistic. defined as MV + 2y tmes the sum of the tirst K values
of p,27¢N — i1, where N is the number of observations and A, is the ith estimated residual correlation.
{See Box and Pierce 1970: Ljung and Box 1978: und Vandacle 1983, esp. pp. 106- 109.} Under the
hypothesis of no autocorrelation of the residuals, the @ statistic s distributed approximately as Chi-
square with K degrees of freedom and provides a test for whether the data generating the
autecorre’  ons are random (white noise) Entries for 1-B in Tables 6. Zund 6 4 give the Ljung-Box
statistic ana. immedustely underneath in parentheses. its marginal significance level for K=6. For
K =6 (and also for higher values, ¢.g.. K=.2 or 241, the hypothesis that the residuals for the
regressions in tables 6.2 and 6.4 wre white noise can never be rejected at conventional test fevels.

10 The results do not. of course. indicate the reasony why EPEV ceased to have an independent
effect on relative award fates after about 1975 There are. howeves, various possibilities alleged
Tuch of union enthusiasm for EPEY. preoccupation on the part of the Commission with other tssues
such as inflation control, the qualifications and constraints in the 1972 EPEV decision itselt, vt
Note also that the relative award rates sertes analyzed in the regressions in table 6.2 includes not
only awards made by the Comamission on its vwn initiative, but also consent awards negotiated by
unions and emplovers and simply consented to by the Commission: since the mid-1970s, unions
and employers may have used consent awards to circumvent EPEV (just as it has been argued that
consent awards have bren wsed 1o evade the Commission incomes policies,

4 T see this in intuitive terms, note from the discussion of equations (6.1 (0.2) that if the
coeflicients & i an autoreg ession are fractions and sum to a fraction), then - thz absence of tume
trends. innovations such as the ¢ of (6. 1), ete. — later values of & series v will tend to be smaller than
inital values. The coethicrents on lagged values of the relative award rate in table 6.2 we all
fractions (somme are actually negative), and the results there also imply no “mnov “ons™ in relative
award rates via EPEV alter 1975 Henee. the nitia! impact of EPEV eventually wears off,

2 In regressions not reported in table 6.2, 1 tested for w wage push effeet during 1974Q2
S1975Q1 tthe period exarrmed by Pissatides 1987y by adding a dummiy varisble. DWAGPUSH, (0
regressions (11-12 1 and a dummy variable, WAGEPUSH  turegressions €31- 41 DWAGPUSH was
equal to unity during 1974Q2- 1975Q1 and zero otherwise: WAGEPUSH was equal to unity during

Ster 197402 and zero atherwise. Inno cise did either DWAGPUSH or WAGEPUSH have ar-
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ratio 1n excess of unity. Hence, there is essentialiy no evidence of a greater effect on relative award
rates during the wage push subperiod than there was during the longer EPEV period.

** The sum of the coetlicients on LNRWAGE i table 6.4 is — (.26, —0.32, --0.31, —0.40,
—-0.51 and —0.51 in regressions (1)-16), respectively,

** For all fulltime workers. the wage coeflicients in table 6.4 for regressions (41-(61 are jointly
significant {as measured by a comentional F test) with marginal significance jevels of .0103,
0.0071 and 0.0105, respectively. In contrast, F tests for the joint significance of the wage
coeicients for regressions (1-¢3y for private wage and salary workers have marginal signiticence
levels of only 04233, 0.403R and (1.5712, respectively

** The specifications underlying the regressions in table 6 4 imphy that EVEV affects relative
employment viu lagged relative wages (LNRWAGE#R. n=1—4) Since EPEV is assumed to have
been “turned on” starting in February 1973, May 19731 therefore the first date on which EPEV
affects relative employment in table 6.8,
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Summary and Conclusions

To some analysts, comparable worth is a solution in search of a problem.
In this view, observed sex differences in pay —even those obtained in
careful statistical analyses that take into account sex differences in
characteristics such as education and work experience —are measures
not of discrimination, but rather of our ignorance. The extent of labor
market discrimination is probably sericusly overstated by such analy-
ses: properly measured and analyzed, sex differences in pay may even
be wholly attributable to factors other than labor market discrimination.
In this view. to require equal pay for jobs of comparable worth would be
to address a problem that may not exist —and, in any case, would entail
scrious and unwarranted interference with the workings of the
marketplace.

To other analysts. comparable woith is a natural and obvious solution
to a serious problem. Empirical studies of sex differences in pay lead
inexorably to the conclusion that labor market discrimination accounts
for a substantial part of the female/male pay gap--a conclus.or that is
reinforced bv repeated findings that pay of jobs is lower the more
“female” they are. It is both natural and appropriate to expect that. in the
absence of discrimination. jobs of comparable value would pay the same
wages. It 15 equally natural and appropriate to conclude that it is
discriminatory for predominantly female jobs to receive wages that are
lower than those paid for predominantly male but comparable jobs.
Requiring equal pay for jobs of comparable worth is simply basic
fairness. Although it may not be the whole solution to the problem of
labor market discrimiration. comparable worth is at least part of the
answer.

This monograph challenges both views. On the one hand. as noted in
chapter 3. the available evidence on sex differences in pay does indeed
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provide considerable support for the conclusion that discrimination by
employers is a problem of substantial magnitude. Not all employers
discriminate, and to a considerable extent the observed female/male pay
gap is attributable to factors other than discrimination. But careful
statistical analyses of 1" pay gap are virtually unanimous in indicating
cmployer discrimination as a major reason (though hardly the only
reason) for sex differences in pay.

In this view, the basic dithiculty with comparable worth is that it is an
ill-conceived solution to a serious problem. First, the rationale for
comparable worth is fallacious. Second. viewed in purely pragmatic
terms. comparable worth is a two-edged sword, capable of imposing
costs as well as benefits on its intended beneficiaries. Third, in instances
in which it has actually been implemented, comparable worth has been
“the lion that squeaked™: it caused less damage than its opponents feared.
precisely - but only--because it did less “good™ than its proponents
cieimed. Finally. alternative poticies provide means of addressing em-
ployment discrimination that are both more effective and less likely to
entail adverse side-effects.

7.1 Conceprual Fallacies

The fundamental premise underlying comparable worth is that. in the
absence of discrimination, jobs of comparable worth (as measured by .
job evaluation) would receive the same wage. As noted in chapter 2,
however. this premise is false.

Impiicitly or explicitly, proponents of comparable worth assert that
jobevaluations can determine what wages for different jobs would be (or
should be). This is logically equivalent to the notion that one can
determine what different fruits would (or should) sell for by performing
nutrition:’ evaluations -assessments of their caloric, mineral, vitamin,
cte., cuntent. !

There is @ major irony here. Many proponents and many opponents
share a common perception of comparable worth as a novel challenge to
orthodox analyses of the way labor markets function. Yet the intellectual
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roots of comparable worth go directly back to that pillar of orthodoxy.
Adam Smith. whose naive version of the theory of compensating wage
differentials is the grandparent of comparable worth. As noted in chap-
ter 2. the factors Smith enumerated as bases for compensating wage
differentials among jobs--unpleasantness, the cost of acquiring the
requisite skills. the degree of “trust which must be reposed.,” etc. —bear
a striking resemblance to latter-day formulations of advocates of com-
parable worth: skill, effort, responsibility and working conditions.

Thus, Smith argued, for example, that butchering shoula pay rela-
tively high we_ 5 because it is a "brutal and odious business” (or, in
modern-day parlance, has undesirabie working conditions). The fallacy
underlying this argument (and the naive analysis of compensating wage
di.erentials from which it is derived) is 4 simple one: an assumption that
all individuals have identical tastes. If this is not the case —if enough
individuals do not mind or even enjoy the work involved in butchering —
then, as modern economists have noted. (even) in a nondiscriminatory
economy it will be possible to fill all available butchers' jobs without a
compensating wage differential for such work (Rees 1976. p. 340).

Just as Smith’s discussion of butchers' wages suffers from a fatal flaw.
the faith of comparable worth proponents in job evaluation as a tool for
detecting discrimination and ensuring “equity” in wages is misplaced. In
both cases, the fallacy is the same: unless everyone has the same tastes
and job preferences and evaluates job attributes (e.g.. skill, effort,
responsibility and working conditions) in the same way. neither Adam
Smith’s notions about what good jobs are nor their modern-day equiv-
alent ~the results of a job evaluation - will necessarily provide any
useful information about what wage differentials would be, or should
be, in the absence of discrimination by employers.

Many comparable worth proponents appear to agree that “jojnce
unequal pay {for jobs of comparable worth} is understood as sex-based
wage discrimination. even arguments that redress would be costly or
might lead to some unemployment won't hold up against the basic issue
of fairness and the importance of removing discrimination™ (Hartmann
1986, p. 175, emphasis original). However. both the premises and the
conclusions in this assertion arc untenable. Unequal pay for jobs of
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comparable worth 1s not necessarily discriminatory. Requiring equal
pay tor jobs of comparable worth is not inherently fair, and need not
remove discrimination.? Morcover, as shown in chapters 3-6, to the
extent that comparable worth raises wages (particularly for women), it
will indeed have adverse effects on employment (particularly of women)
that should certainly be considered seriously.

7.2 Costs and Benefits of Comparable Worth

As noted in chapter 3. comparable worth is a two-edged sword. There
will certainly be winners from comparable worth: but there will also be
losers.

The main purpose of comparable worth is to raise the pay of persons
(both women and men) in predominantly female jobs. Preawsely to the
extent that it suceeds in meeting this objective, however, comparable
worth will also raise the cost of employing persons in such jobs. Other
things being equal, then, comparable worth will reduce employment in
such iobs: but it will not create new opportunities in so-called “non-
traditional” jobs. Indeed. to the extent that comparable worth raises
overall labor costs. it may also reduce employment in other categories,
e.g.. predominantly male or “integrated” jobs.

In sum. adopting comparable worth wage increases is akin to levying
a tax on employment of persons in predominantly female jobs and then
giving the revenues raised under the tax r.ot to the Treasury but, rather,
to those fortunate cnough to keep their jobs after the tax takes effect.
Some workers in predominantly female jobs stand to gain. However.
other workers —bath in predominantly female jobs and in other (e.g..
predominantly male or “integrated™ jobs. may lose. To the extent that
comparable worth wage increases are not paid for by employment
reductions or other wage cuts (relative to levels that would have pre-
vailed otherwise). they will entail higher prices (in the private sector) or
higher taxes and/or reductions in other programs «in the public sector).

»
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lable 7. 1 l‘ ﬁett of ( ompnmhle Worth on l*emale/\ldle Reldme Pd\

Site. l’mts Studxed Hi‘ec Remarl\s, Snurce
Mmm*mm actual pay for ran- £, 9" Cumuiatxu effect of compara-
dom samples of female and ble worth adjustments during
muale employces present during July 1983-July 1985, tablc 4.7
Oct. 1981-April 1986 ('time trend”™ modeh
San José: rates of pay in pre- +5.8%  Cumulative effect of seven
dommantly female and pre- waves of comparable worth ad-
dominantly male jobs in Hay Justments. July 1981-June
job evaluation study 1987, table 5.4, regression (11)

Austraiia: female and male

award rates of pay
short run (as of August 1975)  +9.9%  Table 6.3 ("DEQUALVA" ¢l
long run (as of August 1982y +0.0% L;hkﬁ JOUDEQUAIMT modd\

7.3 Actual Implementation

Although theoretical analysis of the likely consequences of adopting
comparable worth can be highly instructive, reviewing the etfects of
actual adoption of comparable worth can be invaluable. What were the
consequences of the “real-life” comparable worth poiicies adopted in the
three “test sites™ - Minnesota, San José. Australia—examined in chap-
ters 4-67

Effects on wages

Table 7.1 summuarizes wage effects of comparable worth in the three
“test sites” constdered. The analysis of each of these sites was concerned
with the “other things being equal™ effect of comparable worth on pay —
that is. with the difference between what pay rates actually were (given
the comparable worth adjustments actually implemented) and what pay
rates would have been had there been no such adjustments. all else (e.g..
underlying trends and cyclical fluctuations) remaining “he same.
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As shown in table 7.1, the results for Minnesota and San José suggest
that, other things being cqual, the comparable worth adjustments
adopted there raised pay 0o women relative to men by about 9.9 and 5.8
percentage points, respectively. Equivalently. the analyses imply that,
had comparable worth not been adopted but provided all else (e.g..
trend and cyclical factors) had remained the same. female/male pay
gaps in these two sites would be about 9.9 and 5.8 percentage points
larger. respectively, than they actually are.

In one sense. these effects are clearly substantial. Forexample. in San
José, between July 1980 and October 1988 the pay gap between pre-
dominantly female and predominantly female jobs narrowed by be-
tween about 10 and 8.3 percentage points, depending on whether one
does or does not control for differences in Haypoini ratings of these jobs
(see table 5.3). Thus, the 5.8 percentage point effect attributable to San
Josés comparable worth wage adjustments constitutes between about 58
and 70 percent of «he roral change in the sev difference in pay that took
place over this period. Viewed in these terms, the effect of the Minnesota
adjustments is even more striking. Between October 1981 and April
1986. the difference in pay between female and male state employees
narrowed by between about 6.2 and 8.0 percentage points, depending
on whether one does or does not adjust for the Haypoint ratings of the
jobs held by those employees (see table 4.2, dummies and standard
regressors specification, with and without Haypoint variables). Thus,
the 9.9 percentage peint effect attributable to Minnesota’s comparable
worth wage adjustments more than accounts for the change in the sex
difference in pay that took place over this period. In other words., in the
absence of the adjustments, the sex difference in pay in Minnesota
would have been Lioger in 1986 than it was in 1981, rather than smaller,
as was actually the case.

On first consideration, then, it would seem that the San José and
Minnesota comparable worth pay adjustments were highly successful,
at least as regards wages. However, some caveats are in order. First. the
adjustments did not occur all at once. Rather. the wage effects shown in
table 7.1 refer to the cumulative impact of the comparable worth
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adjustments. which took place over a period of years: July 1983-July
1985 in Minnesota: July 1981-June 1987 in San José.

Second. the adjustments did not eliminate all sex ditferences in pay.
For example. in October 1988. the pay difference between female and
male jobs in San Jos¢ was between about 10.2 and 26.1 percent,
depending on whether one does or does not adjust tor differences in
Haypoint ratings of these jobs (see table 5.3). Similarly. in April 1986,
the pay difference between female and male employees in Minnesota
was between about 4.4 and 16.4 percent. depending on whether one
does or does not adjust for Haypoint ratings of the employees’ jobs (see
table 4.2, dummies specification with standard regressors, either with
or without Haypoint variables).

Finally. neither the San José nor the Minnesota comparable worth
adjustments actually resulted in “equal pay for jobs of comparable
worth.” At best. the adjustments made pay for jobs of comparable worth
less unequal. For example. in April 1986, women state government
employees in Minnesota still earned about 4.4 percent less than men
who had similar characieristics (age. years of service, ete.) and were in
jobs with the same Haypoint rating (see table 4.2, dummies specifica-
tion for standard regressors with Haypoints): and pay in all-fenale jobs
was 7.8 percent less than pay in all-male jobs with the saume Haypoint
rating (see table 4.3, "raw diffs. with Haypoints,” results for mean pay).
Likewise. in San José as of October 1988, pay in predominantly female
jobs was 10.2 percent less than pay in predominantly male jobs with the
same working conditions and Haypoint ratings (see table 5.3).

In sum. although the comparable worth pay adjustments in Minnesota
and San José¢ were not insubstantial, large sex differences in pay re-
mained even after they were implemented. Viewed as attempts to
provide equal pay for jobs of comparable worth. the adjustments were
clearly less thun complete.

Australia’s 1972 equal pay tor work of equal value decision provides
the most striking example of the incomplete nature of the actual com-
parable worth adjustinents analyzed in this work. Initially. the decision
led to an increase in the award rates of women relative to men of almost
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10 percentage pomnts (by August 1975). However, atter that, the impact
wore off rather rapidly. By August 1986, the end of the period covered by
the analyses of chapter 6. the wage effect of the 1972 decisior was
negligible. That is, n the long run, award rates of women relative to
men were about at the level they would have been (as a result of trend and
cyclical factors) in the absence of the 1972 decision.

Effects on employment

Table 7.2 summuarizes employment effects of comparabie worth in the
three test sites considered. Like the wage analyses. the employment
analyses of chapters 4-6 arc concerned with the other things being equal
effect of comparable worth - that is. with the difference between what
employment levels actually were (given the comparable worth adjust-
ments actually implemented) and what employment would have been
had there been no such adjustrments, all else (e.g.. underlying trends and
cyclical fluctuations) remaining the same. As noted in chapter 3.4, these
employment etfects can readily be derived by applying the appropriate
wage elasticities of employment to the estimated wage effects shown in
table 7.1.

As shown in table 7.2, the results for Minnesota and San José suggest
that. other things being cqual. the comparable worth adjustments
adopted there reduced employment in predominantly female jobs rela-
tive to predominantly male jobs by about 3.5 and 6.7 pereent, respec-
tively. Equivalently. the analyses imply that, had comparable worth not
been adopted but provided all else (e.g.. trend and cyclical factors) had
remained the same. employment in predominantly female jobs relative
to predominantly male jobs in these two sites would be about 3.5 and 6.7
percent higher, respectively. than it actually 1s.

Although the Minnesota and San Jos¢ comparable worth wage adjust-
ments therefore had a negative effect on employment in predominantly
female jobs, it is unlikely that anyone in either site actually lost his or her
Job as a result of the adjustment. The reason for this is simple. The wage
adjustments were phased in over a period of years: their magnitudes
were moderate even in cumulative terms, and were more moderate still
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Table 7.2 Effect of Comparable Worth
on Female/Male Relative Employment

Site, Units Studied Effect Remarks, Source
Minnesota: emplovment in pre- - 3.5%  Employment clasticities shown
dominantly female and pre- in table 4.8 (*time trend”™ model
dominantly malc jobs for mean In of wage rate)

San José: Employment in pre- —~6.7% FEmplovment clasticities shown
dominantly female and pre- in tables 8.5 (femalcy and 5.6
dominantly malc jobs (male) for regression model (4)
Australia: employment of
women and men
short run (as of August 1975
private wage/salaried
workers ~0.9%  fable 6.5 ("DEQUATLVA  madel)
all fullime workers -~5.2¢%

long run (as of August 1982)
private wuge/salaried

workers ~0.0%  Table 6.5 C"DEGUALVA™ modeh

all fulltime workers -0.0%

inany given year. In particular. the increases were small enough so that
adverse effects on employment induced by them were oflset by the
underlying trend in empioyment growth,

As in the case of the wage effects. Av “ralia provides the most striking
example of small employment effects. As shown in table 7.2, the initial
employmente,il ts (as of Novenmber 1975) of Australia’s 1972 equal pay
for work of equal value decision were adverse to female employment
and rather large. as one would expect in view of the Jarge positive initial
wage effect of the policy. However, just as the initial wage effect wore off
relatively quickly. so did the employment effect. By the end of the period
considered (August 1982), relative female employment was about
where it would have been (based on trend and cvelical factors) in the
absence of the 1972 decision.,

Thus. the adverse employment effects of comparable worth in Aus-
tralia. San Jos¢ and Minnesota were small. but only because the effects
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on wages were also relatively small. Indeed, in all three settings the
adverse employment effects induced by comparable worth were small
enough to be offset by long-run trends. On balance, female relative
employment was higher after the comparable worth adjustments than it
was before they were implemented —even though in Minnesota and San
José it would have been higher still in the ahsence of the adjustments.

The reverse side of this coin is that, in all three sites. the comparable
worth pay adjustments did not result in “equal pay for jobs of compara-
ble worth.” The adjustments did make pay for jobs of comparable worth
somewhat less unequal. Substantial sex differences in pay remained
after the adjustments, however. More vigorous application of the princi-
ple of equal pay for jobs of comparable worth will certainly lead to
greater increases in women'’s wages. greater veductions in the female/
male pay gap. and greater equality of pay for jobs of comparable worth.
However, the cost of these changes will be greater adverse effects on
women's employment.

7.4 Alternatives to Comparable Worth

Even if it were necessar 7 1o choose only between comparable worth
and doing nothing about labor market discrimination, the faulty concep-
tual premises underlying comparable worth and the adverse side effects
likely to flow from it should raise serious doubt about its desirability. Yet
there are numerous alternatives to comparable worth.

The main alternative is the “old-time religion™ equal employment
opportunity legislation as embodied in (for example) Title VII of the
Civil Rights Act. Unlike comparable worth, which makes & more
expensive for any employer (whether discriminatory or not) to employ
persons in predominantly female jobs, equal employment opportunity
laws make 1t more expensive for an employer totreat differentlv men and
women who have the same quanfications and job preferences. Unlike
comparable worth. which focuses only on pay of predominantly female
jobs, equal employment opportunity laws can be used to attack discrimi-
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nation in any aspect of an employers practices: hiring, assignment,
promotions. transfers, pay, ctc.

Another alternative to comparable worth, which to date has received
little attention but deserves serious consideration, i1s apphcation and., it
necessary. amendment of the antitrust laws to attack “deliberate under-
payment of predominantly female jobs™ via anticompetitive arrange-
ments (e.g.. collusive wage fixing agreements in the nursing labor
market).

As comparable worth proponents quite rightly point out, neither
existing antidiscrimination measures nor possible extensions {¢.g., use
of the antitrust laws) have achieved, or would achieve, quick results: the
wheels of justice can often turn exceedingly stowly. But the tacit conclu-
sion--that one can expect comparable worth, however misguided, to
achieve results more quickly - is untenable. Some empioyers. primarily
state and local governments, have voluntarily (and relatively quickly)
adopted comparable worth wage adjustments. Others, however, have
voluntarily {and with equal speed) adopted equal employment oppor-
tunity plans and other remedies for discrimination typical of the “old-
time religion.” Given numerous court rulings that existing law does not
require employers to pay workers on the basis of a con »arable worth
standard, new legislation would have to be enacted before unwilling
employers could be compelled to adopt such a standard: and such
employers can certainly be expected to oppose such legislation (and to
oppose clamms made under such legislation, if adopted) with just as
much vigor as employers now frequently hitigate charges of diserimina-
tion brought under existing law.

All things considered, then, adopting comparable worth as a solution
to problems of discrimination is akin to adopting prohibition as a
solution to the nation’ problems with alcohol abuse. Each is addressed
to a serious problem, but the costs and difficulties of cach are quite
substantial —s¢ much so as to warrant adopting other solutions instead.
It is unreahistic to expect perfect solutions to the problems of an imper-
fect world: but however imperfect. some solutions are clearly preferable
to others.
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NOTES

¢ This is not entirely fac-fetched. Atcongressional hearings some years ago, Naney B Perhnan
of the Nationa! Committee on Pay Bquity stressed the equinalence of comparable worth and
nutritional evaluations of it (U8, Congress, House, 1983, p. 69}, Htnevertheloss seems unlikely
that orange-growers would be abic 1o persaade Congress to peg the price of oranges o the frice of
apples even of these two frints were found equivalent ina nutritiona! evaluation,

Y In g bizarre thut perhaps not entircly unexpected) twist, the city of St. Paul. Minnesoti,
granted st stantial comparable worth wage inereases to ity police after the state adopted legislation
requiring comypuarable worth in local government. (See Evans and Nelson 1989, esp.p 1561 Onee
they dearn how o “play the systenn.” othos workers 1 jobs not normally regarded as cither
underpaid or predommantly female may follow the lead of the St Paul police.
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