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WAGIE DRIFT IN THE UNITED STATES, 1953 - 1957%*

1. iIntroduction

Wage drift is a phenomenon which has intrigued many economists in
recent years. In the context of this paper, wage drift refers to the differ-
ence between what workers are actually paid (wage earnings) and what one would
expect them to be paid on the basis of their negotiated contracts (wage rates).
This earnings-rate gap has been studied extensively, particularly with regard
to countries where collective bargaining takes place on a natiomal level.

Wage drift has also appeared on occasion in centrally planned economies, as
Holzman's Study [6] of inflation in the Soviet Union during the period of the
5 year plans indicates. Where wage bargaining is on a more isolated basis,

the existence of wage drift is more problematical. Thus, in a country like
the United States, where bargaining is often done at the level of the individ-
ual firm, the existence of wage has generally been disregarded. Nevertheless,
it is possible that the phenomenon of wage drift may not be unique to those
economies in which settlements are on an industry-wide or economy-wide basis.
In this paper, we investigate several potential factors influencing wage drift;
in particular, we shall focus on the issue of whether the effects of these

variables differ in an important manner from those influences affecting wage

*We wish to thank T. M. Brown, Lawrence R. Klein, John E. Maher and Karen
Sharp for their helpful comments and Maurice Liebenberg and his colleagues at
the Office of Business Economics of the Department of Commerce for access to
unpublished data. Finally, we wish to thank the Canada Council for generous
financial support, which has made this study possible. The responsibility for
any errors of omission or commission remains exclusively ours.

1This is especially true for the United Kingdom and Sweden. An analysis
of the wage drift in these countries is important to any nation-wide attempt
at wage control. If the authorities pursue policies aimed at controlling in-
flation, it is important to know whether the difference between earnings and
rates is supported by a change in labour productivity or whether it is mainly
demand-induced.
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drift in countries with centralized wage negotiations.

There have been many explanations of wage drift put forward. All of
them can be classified into one of two categories: those emphasizing macro-
economic forces, and those which are microeconomic (industry-specific) in
origin.

Wage drift on an economy-wide scale is generally held to be associated
with an excess demand for labour. To support this theory, it is argued that,
as the labour market tightens, employers raise payments above negotiated rates

in order to hold their present employees and to attract new workers to their

firms. As the demand for labour may be viewed as a derived demand, reflecting

an increased desire for the final product, it is often asserted that longer
hours of work and more overtime to meet the new demand are closely connected
with a low level of unemployment. In fact, hours worked is often used as a
measure of the excess demand for labour on the grounds that '"it is one of the
most sensitive indicators of economic activity.'" ([8], p. 470.) Other vari-
ables which have been employed to test the theory of the influence of the
excess demand for labour are the unemployment rate, the number of unfilled
vacancies, and the difference between unfilled vacancies and numbers unemployed.
Empirical findings in Sweden, the United Kingdom, Germany and the Netherlands
all give support to a significant relationship between wage drift and labour
dema.nd.2 Similarly, Holzman [6] attributes the Soviet wage drift of the 1930's
primarily to the strong demand pressures emanating from planned over-full
employment. Demmark, on the other hand, has proved to be an exception as the
economy has expérienced drift even with high rates of unemployment. A middle

position was taken by Dicks-Mireaux [3], who concluded, from an investigation

2For a surmary of the findings on wage drift in Denmmark (p. 298), Germany
(p. 330), the Netherlands (p. 370), Sweden (p. 398), and the United Kingdom
(p. 432), see [4].
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of British data from 1954-1957, that there was no well-defined relationship
between.an upward drift in earnings and the excess demand for labour.
Wage drift has also been thought to vary with labour productivity.

This is especially true for countries where a large proportion of the workers
are on piece rates. Earnings in these countries are expected to rise auto-
matically as both skill and technology improve. It is argued that, although
major technological developments will entail re-negotiation of the structure
of piece rates, it is virtually impossible to prevent workers from capturing
minor productivity gains, under a system of piece rate payments. The relation-
ship between productivity and wage drift, however, is a far more controversial
issue than is the association of drift and excess demand for labour. In
Sweden, where a high proportion of the labour force consists of piece rate
workers, one would expect, according to this theory, to see a strong associa-
tion between wage drift and increases in productivity. The facts do not seem
to justify such‘expectations. Hansen and Rehn conclude that Your statistical
material gives no support to the hypothesis that wage drift is an automatic
consequence of increase of productivity in piece-work.' ([5], p. 133.) The
0.E.E.C. explains this finding as follows:

", ..while the possibility of wage drift depends largely on

the existence of piece rates..., the amount of wage drift

depends mainly on the care with which employers supervise

the revision of piece rates in line with improved efficiency,

and this is strongly influenced by the degree of labour

shortage''.

" In the United Kingdom, Klein and Ball found a significant relationship

between wage drift and the level of labour productivity; however, when they
introduced first differences of the original variables to correct for the high

degree of autocorrelation in the original equation, they found that the pro-

ductivity variable became insignificant.

3[4], p. 404.
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Micro-economic studies tend to give more weight to the productivity
contribution to wege drift. Aarvig [1], in a study of sixteen Norwegian in-
dustrial companies, concluded that the dominant type of wage drift is the
productivity drift induced by piece work payments. While Turner [14] argues
that increases in productivity are an important influence on drift, he does
not exclude, as does Lydall [12], the contribution of an excess demand for
labour. The complications that can arise in trying to determine the exact
mechanism by which changes in productivity influence wage drift are well set
out in both Turner's reply [15] to Lerner and Marquand [9] and in Lermer's
subsequent reply [10] to Turner's comments.

It has further been suggested that the amount of drift at a particular
point in time depends to some extent on the size of the change in the negotiated
rate in the previous period or periods. This would seem to indicate that
scheduled rises and drift are alternative ways of arriving at a particular
level of wage earnings. This theory assumes that if employers grant large
rate increases, they will be less willing to concede further increases in
actual earnings. Similarly, it is asserted that the workers will not agitate
for still higher earnings if their wage rate has risen by a large amount in-
stead. In other words, it is asserted that there exists a unique equilibrium
rate of actual wage earnings at a single point in time. This theory has not
withstood empirical testing. For example, the 0.E.E.C. found that, in Demmark,
Ywage drift has not been systematically higher or lower in the years in which
there were no negotiated increases than in the years when new agreements have

been signed."4

4[4], p. 298. Similarly, in Germany, it was found that there was no tend-
ency for a low rate of drift to be associated with a high rate of negotiated
wage increase. ([4], p. 331) J. E. Isaac, in his study [7] 'Wage Drift in
the Australian Metal Industries,' also coasidered the relationship between wage
drift (over-award pay increases) and wage rate increases (award wage increases).
His findings, however, give virtually no support tou the theory of an equilibrium
wage level, as of a moment of time.
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A high profits level has sometimes been cited as a possible influence
on wage drift. It is argued that if profit rates are high, employers will be
more inclined to meet the higher wage demands of particular individuals. 1In
addition, when profit rates are high, the opportunity cost of foregone output
arising from labour turnover incurred if claims to higher earnings are not
granted is also likely to be higher than at other times. Hansen and Rehn in
their study of the Swedish manufacturing industry tested this profits variable
but found it to be insignificant. ([5], p. 110.) One could argue that the
influence of profits is largely accounted for by other variables. For example,
one would expect a positive correlation between excess demand and above-normal
profits. Thus, the influence of above-normal profits may largely be already
incorporated in the excess demand for labour variable. Theoretically, changes
in sex, age, industrial and occupational composition of the labour force could
cause average earnings to drift above or below the negotiated rate. For ex-
ample, more women in the labour force would tend to reduce the general average,
while a shift of workers away from a low wage region would be expected to
raise the average. Such adjustments have not contributed significantly to the
economy-wide wage drift in any of the countries studied by the O.E.E.C.5 It
is often true that a shift in one direction is offset by movements in the other
direction as the labour force is in a state of constant but unsystematic flux.

The present study, which also approaches the issue from a macro-economic
point of view, is primarily concerned with investigating some of these theories
of wage drift with reference to the economy of the United States from 1953 to
1957. Before discussing the method of analysis, it is perhaps in order to

make a few comments on the nature of wage drift in the context of the economy

5This fact is mentioned specifically for Demmark, Germany, and the United
Kingdom.



of that country.
Wage drift in the United States is something of an unknown quantity.

The fact of its existence has been questioned, denieé and consequently ne-
glected. Most economists studying wage drift have ignored the United States
because:

"Due to the low level of the negotiations and the detailed

nature of the agreements, it is generally assumed that

there is no 'wage drift' in the United States comparable

to that experienced in many European Countries.'0
However, on more detailed study, one finds that such an assumption is question-
able and that something resembling wage drift does indeed exist in the United
States. The decentralized system of wage negotiations in the United States
need not necessarily make the wage drift disappear, although it does make any

drift that may be present much more difficult to measure.

John E. Maher, in an article in The Review of Economics and Statistics,

An Index of Wage Rates for Selected Industries, 1946-1957" [13], contends
with most of the difficulties involved in measuring drift in the United States
and produces wage rate and wage earnings series from which our measure for the
wage drift has been calculated. (See Charts 1 and 2 below.) While the data
come from a sample of only thirteen industries, these industries were chosen
"on the basis of how adequately key bargaining situations reflected the general
rate movements in those industries" ([13], p. 277). Imn this way, Maher has
assumed that changes megatiated by the key bargainers trace the course of wage
rates for the whole industry. Not only might one argue that the individual
company or companies are representative of the industry but one might also

suggest that the aggregate indices calculated from the company data adequately

6[4], p. 457. Similarly, Isaac ([7], p. 146) is sceptical regarding the
possible existence of wage drift in the United States.
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reflect economy-wide trends. The data cover almost two million production
workers in industries as different as steel, meat packing, coal mining, and
telegraph. Thus, while American wage-setting institutions differ from those

of Europe in that negotiations are technically not as centralized, in practice,
for many industries, the resultant industry-wide wage rate is of quite a similar
nature. If one concedes that Maher's work has establishgd the existence of
wage drift for the United States, one may reasonably ask whether wage drift in
the context of this economy responds to the same influences as those which are
important in the cases of the European economies, with their more centralized

wage-setting mechanisms.

2. The Method of Analysis and the Results of this Study

The basic sources of the data eﬁployed in this study are presented in
the appendix; however, a few adjustments have been made to the original series
and these will be discussed below. A few comments will also be made on the
choice of variables.

The dependent variable, the wage drift, is the absolute difference be-
tween the quarterly average of the earnings index and the average of the wage
rate index for the same period. The movement of the two defining variables is
plotted on Chart 1. While both series show an upward trend, it is interesting
to note that, in almost all cases, the wage rate index exceeds the earnings
index. Thus, for the period from the first quarter of 1953 through the fourth
quarter of 1957, the algebraic value of the drift in the United States is
negative. At the same time, there is a strong tendency for average earnings
to drift upwards from quarter to quarter.

One can detect a marked seasonal pattern in the movement of the wage

drift (see Chart 2). For this reason, seasonal dummies have been included as
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explanatory variables in the regression analjrsis.7

In order to test the excess demand for labour theory, one could choose
either the unemployment rate (U), or an index of hours worked by employees in
the private sector of the economy (h). While the former was used in a féw test
cases, the latter was most often employed on the assumption that it is a better
measure of the state of the economy, particularly in the short run. Before
more workers are hired to meet increased demand, the present employees will be
used more intensively, that is, they will work longer shifts and have more
overtime.8

The productivity variable (X/Eh) was derived by dividing gross private
output (except housing services), X, by the product of non-military wage and
salary employment minus civilian government employment (E) and the average
weekly hours index (h).9 When the change in productivity was used as an ex-
planatory variable, it was the difference between the productivity in the
current quarter and that in the corresponding quarter of the previous year.

Three different variables have been used to determine the influence of
previous wage rate changes on the difference between wage rates and earnings.
One is the simple difference between the present wage rate and the rate pre-

vailing in the same quarter of the previous year (AW). The other two are the

7The highly significant regression coefficients of these seasonal dummies
should not be interpreted as indicating that the other explanatory variables
contribute nothing to the explanation of seasonality in our measure of wage
drift. The key explanatory variables of this study were only available to us
in seasonally adjusted form.

8 . .
0f course, it must be recognized that part of the reason for the impor-
tance of an hours variable is the institution of paying overtime rates on
hours worked beyond the customary or legal work week.

9These variables are basically the variables utilized in the Econometric
Model of the U.S. economy of the Office of Business Economics, described in
[11]. We are very grateful to Maurice Liebenberg and his colleagues for
making unpublished data on these variables available to us.
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averages of four quarter to quarter differences. One starts in time (t),
while the other is lagged one quarter; that is,

*
AW =1/4 [(wt—l- wt-g) + (Wt_z- Wt-6) + (Wt_3- wt_7) + (Wt-4- Wt-B)] and

™ = /4 [ W,_,) + (0, ;- W g) + (W_,- W_g) + (W 5= W, _9)]-

An additional variable was introduced in order to test the possible in-
fluence of a change in prices, AP = Pt-Pt_4. This variable was included on
the assumption that employees may demand wage increases over the negotiated
rate as the cost of living increases during the current period. The Consumer
Price Index of the U.S. Bureau of Labor Statistics (P) was used for this pur-
pose.

Three techniques of analysis have been employed. Ordinary least squares
regressions were first used to determine the relative significance of the dif-
ferent variables. The best results are shown in Appendix 1, with some other
wage drift relationships judged to be of interest presented in Appendix 2. 1In
order to correct for the autocorrelation indicated by the low value of the
Durbin-Watson statistic, the regressions of Appendix 1 were then rerun using
variables transformed with an autoregressive transformation, in which the co-
efficient of autocorrelation was successively 0.25, 0.50, 0.75, and 1.00. While
this operation effectively removed the autocorrelation of the residuals, it
also greatly reduced, and in some cases eliminated, the significance of the
variables.

The most promising results were those from the two stage least squares
regressions. These results are shown in Table 1. The dependent variable is
the wage drift variable described above. The regression coefficients are
those followed by the symbols for the variables. The number below the regres-

sion coefficient, written in parentheses, is the associated standard error
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while the entry in the square brackets is a t ratio. The symbols h', (X/Eh)',
AW**', MW' indicate that the explanatory variables employed in these regressions
were the first stage estimates for the variables in question when they were run
as dependent variables on the principal components series of the 0.B.E. econo-
metric model referred to in the preceding footnote.lo Ql’ QZ’ and Q3 represent
seasonal dummy variables. (Qi is equal to unity in the i-th quarter and is
zero otherwise.) The symbol R2 denotes the coefficient of multiple determina-
tion, unadjusted for degrees of freedom, and d is the Durbin-Watson test
statistic.11

The index of hours worked variable is consistently the most significant.
The results indicate that there is a strong positive relationship between the
number of hours worked and the wage drift. This finding provides further
support to the hypothesis that the divergence between average earnings and
wage rates is strongly influenced by the state of demand in the labour market.

The level of productivity also proves to be a significant variable

though its influence, as measured by the t ratio, is not so large as that of

OThese principal components are derived from the set of exogenous variables
of the 0.B.E. econometric model; the first 5 principal components were employed
as explanatory variables in the first stage regressions. The coefficients of
multiple determination of these first stage regressions were high (around 0.9
or so) but not so high as to make the difference between the endogenous ex=-
planatory variable and its estimate from the first stage regression virtually
negligible. We would argue that the two stage least squares estimating tech-
nique utilized in this study is a sensible one to use, as we conceive of our
wage drift relationship as one that belongs in the context of a larger econo-
metric model of the U.S. economy, like that of the 0.B.E. It may be mentioned
that the two stage least squares estimates are based on the period from the
second quarter of 1953 through the fourth quarter of 1957 because the principal
components series were not available for the first quarter of 1953.

11'l‘he reliability of the Durbin-Watson statistic is testing for autocorrela-
tion in a simultaneous equations context is open to question, particularly when
some of the predetermined variables of the system are lagged endogenous vari-
ables. However, for what they are worth, the numerical values of the Durbin-
Watson test statistic in Table 1 suggest an absence of autocorrelation in the
residuals of these regression relationships.
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the hours variable. Klein and Ball [8] also found the productivity factor to
be significant in the British economy; however, as was also observed in the
case of the United Kingdom, the substitution of the rate of change of produc-
tivity for the level entails a loss of statistical significance in the produc-
tivity variable.12 (See Equation 1 of Appendix 2; it may be remarked that the
sign of the regression coefficient of productivity changes is negative and
hence contrary to expectations.)

On the basis of the two stage least squares estimates, the previous
change in wage rates appears to have a negligible influence on wage drift, re-
gardless of which wage rate change variable is used. (The point estimates of
the relevant regression coefficients have a perverse positive sign, but are
quite small and statistically insignificant.) There is somewhat more support
from the ordinary least squares regressions of Appendix 1 for the proposition
that wage drift will be moderated by high wage rate increases in the present
or immediate past. Even in these regressions, the statistical significance of
the wage rate change variables is marginal.13 In any case, the point estimates
of the regression coefficients of these variables (for the ordinary least
squares regressions) suggest that only 15 to 30 per cent of higher wage rate in-

creases is reflected in a reduced divergence betweenwage earnings and wage rates .

12The comparison of our findings in this regard with those of Klein and
Ball is not exact since Klein and Ball introduced quarter-to-quarter differ-
ences (not diffcrences between corresponding quarters of adjacent years) in a
variant of their wage drift equation in an attempt to remove autocorrelation in
the residuals of their estimated equation. In addition, Klein and Ball sub-
jected all of the variables of their relationship to a first difference trans-
formation in this experiment, while we have only differenced the productivity
level variable,
13With 13 degrees of freedom and a two-tailed test, the 10 per cent and 5
per cent points are 1.77 and 2.16. Hence, even disregarding possible auto-
correlation in the vesiduals which would vitiate tests based on classical
assumptions, we can say that none of the three wage rate change variables have
significant coefficicents at the 5 per cent level and only two out of three of
these coefficients are significant at the more permissive 10 per cent level.
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These results are fundamentally in accord with other studies summarized in
E. H. Phelps Brown's survey article {2] and would lead one to the conclusion
that wage rate changes and wage drift are not alternative ways of attaining
the same "equilibrium" level of wage earnings. Consequently, it would appear
that wage drift is additive rather than alternative, i.e., that wage drift
proceeds from the negotiated rate and is largely independent of the level of
that rate..14

Negative finds also apply to the consumer price change variable and
to the unemployment rate, as equations 2 and 3 of Appendix 2 indicate. The re-
gression coefficient of the consumer price change variable has a perverse sign
but is not statistically significant at the 5 per cent level (even if we ignore
possible autocorrelation in the residuals of this relationship). Thus work-
place bargaining over wage drift does not seem particularly semsitive to move-
ments in the consumer price level; perhaps this is so because the anticipated
increase in consumer prices is already taken into account in the wage rate in-
crease negotiated for the period in question. The unemployment rate has the
expected negative direction of effect, but it is far from being a statistically
significant variable. One interpretation of this result might be that the
influence of the hours variable is primarily a reflection of the institution
of payment for overtime hours at premium rates of pay. An alternative explana-
tion, which in our judgment is more accurate, is that the hours variable is a
more sensitive indicator of the demand for the services of already employed

workers, which in the short run may not be too closely tied to the demand for

14The concept of wage drift as either an adaitive or alternative magnitude
is discussed in greater detail by E, H. Phelps Brown (2], p. 339.) On a
theorstical level, Isasac [7] argues that one might even expect wage drift and
wage rate increases to be positively (rather than negatively) correlated; how-
ever, he finds little evidence in his study to support this position.
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the services of workers who are not employed or who are not nominally in the
labour force. In addition, the transient phenomenon of labour hoarding may
well imply that the average work week is a better indicator, in the short rum,

of the state of demand in the labour market than the rate of unemployment.15

3. Qualifications and Conclusions

There are some qualifications that must be made recognized. First, the
time period, 1953 I - 1957 IV (20 observations), is too limited to allow ome to
draw definitive conclusions., The restriction is imposed by the lack of suit-
able data; before 1953, one may argue that ghe economy was still being in-
fluenced by postwar adjustment and the Korean War while Maher's data end in
1957 and the generation of additional data on a wage rate index was judged to
be beyond the scope of this study.

Another limitatiorn on this study is that we have not been able to take
account of micro-economic factors, which are generally non-quantifiable but
which might also contribute to wage drift. This is particularly true of what
is known as secondary drift. For example, excess demand for labour in one
sector of the economy may raise the actual earnings of workers in that sector.
The same type of workers in other areas will demand an equal increase in
earnings even though there is no comparable excess demand for labour in the
secondary sectors. Although the final result of this process is to make the
drift larger than it would have otherwise been, it is difficult to quantify
this influence.' A second type of micro-economic force tending to produce wage

drift is local bargaining power, of the sort emphasized by Lerner and Marquand [91.

ls’l‘he possible influence of both the unemployment rate and the price level
change variable was examined with two stage least squares estimating techniques,
with each of these variables considered as endogenous explanatory variables in
the second stage. In both cases, the results were similar to those obtained by
ordinary least squares.
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Even if this influence is important (a question on which there is little
consensus), it ié very difficult to quantify the influence of this factor.

A study of the Danish case illustrates another influence on wage drift
that cannot be readily measured. The major trade union in that country has
followed a policy of wage negotiations intended to reduce the differentials
between higher and lower paid workers. Despite this policy, the wage structure
of the Danish economy has been quite stable as there has been a strong tendency
to restore the original relationships by an upward drift of wage earnings from
negotiated rates, for the more highly paid workers.1

In addition, some technical limitations of our econometric techniques
must be mentioned. Wc have already pointed out the difficulties of interpreta-
tion of the Durbin-Watson test statistic in the context of a simul taneous
equations model in which lagged endogenous variables appear as predetermined
variables (which would seem to be almost inevitable with an econometric model
of size greater than 3 or 4 behavioural equations). Less esoteric (but poten-
tially more dangerous) is the point that we have taken no explicit account of
errors of measurement, which can give rise to misleading conclusions regard-
less of sample size and which are almost certainly not negligible in our data.
In addition, we have made no explicit adjustment for the fact that we have
tried a number of specifications before settling on a preferred ome; as is well
known, this procedure induces an upward bias in the significance levels attached
to the t ratios, in comparison to the significance levels relevant under
classical assumptions.

These qualifications do not, in our view, destroy the validity of our

findings; instead, one must simply draw tentative conclusions from the results

6Fot a more detailed discussion of the institutional forces influercing
wage drift in Denmark, see [4], p. 298, and [21.
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of this study, some of which are reinforced by the findings of other investi-
gators. With this view in mind, we may state our principal conclusion that,
despite the apparent differences in the wage negotiation systems of the United
States and many European countries, the forces influencing wage drift in both
areas appear to be remarkably the same. This is a particularly interesting
finding in view of the fact that, during the period under investigation (1953~
1957), wage drift was generally measured to be negative in the United States,
while it was (and is) genmerally positive in the European countries surveyed.
There are several secondary conclusions that can be drawn, on a tentative
basis, from this study as well. It would appear that the excess demand for labour,
as measured by an index of average hours worked per week, is the strongest sin-
gle influence causing wage earnings and wage rates to diverge, for the United
States during the period under study. The level of labour productivity also
appears to exert a significant, though secondary, impact on wage drift.l7 How-
ever, previous changes in wage rates do not appear to exert a significant in-
fluence on the drift, although the evidence is slightly mixed on this point.
In any case, in the United States as in the European countries surveyed, wage
drift appears to be largely additive (independent of wage rate changes) rather
than alternative {a substitute for wage rate changes).

The findings of this paper have implications for a study of the possible

trade-offs between the goals of full emplovment and price level stability. Most

17The theoretical discussion in the first section of this paper suggests
that the productivity variable that should be most closely related to wage
drift is the rate of change of productivity, while we have found that only the
level of labour procuctivity appeaTs to be a significant explanatory variable.
This conundrum may be explicable in terms of the types of considerations dis-
cussed by Wilson and Eckstein [16]; if short-term movements in labour produc=-
tivity are largely a transient, cyclical phencmenon, this sort of productivity
change may not be the type of productivity variable to which wage drift is
gearcd. Iastead, the long~term underlying movement of labour productivity, which
presumably is the relevant factor explaining wage drift, might be more satisfac-
torily approximated by the measured level of labour productivity.
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econometric studies of this issue based on U.S. data make use of a wage adjust-
ment relationship, in which the rate of change of wage earnings is related to
several explanatory variables, including some measure of the proportion of the
labour force unemployed. If the wage drift relationship of the present study
is a valid approximation of reality, it might be preferable to decompose such
a wage adjustment relationship into two parts; a wage adjustment equation in
which the dependent variable is the change in negotiated wage rates, and a
drift relationship connecting wage rates and wage earﬁings. While Klein and
Ball [8] followed this approach in their study of the wage-price sector of the
British economy, such a study has never, to the best of our knowledge, been
carried out for the U.S. economy. It would be interesting to study the trade-
off curve (or "Phillips curve") of the United States under this approach, con-
crasting the results obtained with those of the more conventional approach to

this issue. In any case, this is one possible direction for future research.
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SOURCES OF DATA

All variables in this study are based on quarterly observations.
Where the data have been published in monthly form, quarterly averages have

Wage Rate Index; Source:

The principal variables are:

John E. Maher, "An Index of Wage Rates for Selected Industries, 1946-57,"
Review of Economics aad Statistics, August, 1961, p. 282.

Average Earnings Index;
Ibidu’ Po 282J

Source:

Average Weekly Hours index (h), Private Employées, 1957-59=1.0; Source:
U.S. Department of Commerce, Office of Business Economics (unpublished '

data).

Productivity (X/Eh); calculated from:
X - gross private output, except housing services;
E - non-military wage and salary employment minus civilian government

employment

h - average weekly hours, private employees; source:
U.5. Department of Commerce, Office of Business Economics (unpub-

lished data).

Principal Ccmponents of

Exogenous Variables of Office of Business Economics

Econometric Model; Source:
U.S. Department of Commerce, Office of Business Econumics (unpublished

data).

Consuner Price Iudex (P);

Business Statistics,

Source: ,
1965: Supplement to the Survey of Current Business

1965, p. 220.

Unemployment Rate (U):
of unemployment,

‘Standard series adjusted to a post~1957 definition



10.

11.

12.

13.

14,

References

Aarvxg, Lars. 'Wage Drift in Norway," British Journal of Industr1al
Relations, Vol. 2, (1964), pp. 182-188.

Brown, E. H. Phelps. '"Wage Drift," Economica, New Series, Vol. XXIX, No.
116 (November, 1962), pp. 339-356.

DicksJMireaux, L. A. '"Wage Earnings and Wage Rates, 1954-57," The Times
Review of Industry (London and Cambridge Bulletin, No. 27), September,
1958, pp. x=-xi.

Fellner, William; Gilbert, Milton; Hansen, Bent; Kahn, Richard; Lutz,
Friedrich; and Peter de Wolff. The Problem of Rising Prices (Paris:
The Organization for European Economic Cooperation, 1961).

Hansen; Bent and Gosta Rehn. "On Wage-Drift, A Problem of Money-Wage

Dynamics," 25 Economic Essays in Honour of Erik Lindahl (Stockholm:
Ekonomisk Tidskrift, 1956), pp. 87-138.

Holzman, Franklyn D. "Soviet Inflationary Pressures, 1928-1957: Causes
and Cures,'" Quarterly Journal of Economics, Vol. LXXIV, No. 2 (May,
1960), pp. 167-188.

Isaac, J. E. "Wage Drift in the Australian Metal Industries,'" The Economic
Record, Vol. 41, No. 94 (June, 1965), pp. 145-172.

Klein, L. R. and R. J. Ball. '"Some Econometrics of the Determination of
Absolute Prices and Wages," The Economic Journal, Vol. LXIX, (September,
1959), PP 465-482,

Lerner, Shirley W. and Judith Marquand. "Workshop Bargaining, Wage Drift
and Productivity in the British Engineering Industry," Manchester
School, Vol. XXX, No. 1 (January, 1962), pp. 15-60.

' "Wage Drift, Wage Fixing and Drift Statistics,'" Man-
chester School, Vol. XXXIII, No. 2 (May, 1965), pp. 155-177.

Liebenberg, Maurice; Hirsch, Albert A.; and Joel Popkin. '"A Quarterly
Econometric Model of the United States: A Progress Report," Survey
of Current Business, Vol. 46, No. 5 (May, 1966), pp. 13-39.

Lydall, Harald F. "“Inflation and the Earnings Gap," Bulletin of the Oxford
Institute of Statistics, Vol. 20, No. 3 (August, 1958), pp. 285-304.

Maher, John E. "An Index of Wage Rates for Selected Industries, 1946-1957,"
Review of Economics and Statistics, Vol XLIII, No. 3 (August, 1961),
PpP. 277-282.

Turner, H. A, "Wages, Productivity and the Level of Employment: More on
the 'Wage Drift'," Manchester School, Vol. XXVIII, No. 1 (January, 1960).
pp. 89-123.




o

-22-

15. Turner, H. A. '"The Disappearing Drift (or, in Defence of Turner),"
Manchester School, Vol. XXXII, No. 2 (May, 1964), pp. 155-196.

16. Wilson, Thomas A. and Otto Eckstein. "Short-Run Productivity Behavior
in U.S. Manufacturing," Review of Economics and Statistics, Vol.
XLVIII, No. 1 (February, 1964), pp. 41-45.




-23-

i

P

[8.°1] [L6°1] [L6°1]
c{rets’) ., (6028°) . (80%8°) (82L11°0) (02s6°T)  (€sv1'SH) (00%°9S)
0S600°C + “DL0068"Y + DT669L'S +  MVCEE0T'0 — HA/XY6E8"E + UGTIB 88 + SLS YIT-

[so°2] [0z°1] {1€°1]
(£88L°0)  (z96L°),  (7918°) (250%1°0) (£8z1°2) (T99%°6%) (E£T1£°£9)

moomomm.ﬁ + Ncoomm.q + ﬁomooo.m + «zqu¢nwm.o - YI/XEIHYG°T + USEDL°H9 +TOHS° 68~

[69°1] f9g9'zl f{os°zl
(28¢8°) (v€eg”) (¥558°) (2260°) (1206°1) {s6L°0%) (L8TZ°0%)

20821°7 + 08816°% + T09L06°S + MVOSST'0 - UA/X0¥90°S + U696 °60T + 848°SST-

.mmnmnm.v
009%6°T +

{gg 2zl [s1°¢l
(8£06°) (£10°27) (162°T%) (£98°1%)
OLLEL®S + YT /XO0CO08°Y + UBZZ TET + 889°9LI-

(s0z88°)

“dozves y +

T
AL [S6T - I €561 *°V°S°n

‘SITHSNOILVIAY I4I¥A FOVM J0 SHIVWILIST STYVADS ISVAT XUVNIGEO

T XIQNAday

‘0 -

=

3371q 2%ey

33Taq =a8ey

33T2q =%em

3371q 23en

‘1



16°0
€L°0

2l

88'0

‘0T° T
98°0

(L1

i

]

(#5°0) (€L°0)
(STET'T) (€8%1°T) (18%2°T)  (T9L%°0) (€0€°2) (946T°LT)

mcwmqﬂ.m + Ncﬁﬁcm.m + ﬁcﬂmhq.o + 17LS7°0 — YA/XLTL89°T + 6£26°81~

(96°1) (verz)  (9%°D)
(685L°0)  (1€€8°0)  (1€£8°0)  (LT6T'O) (1598°T) (%29°8%) (858°L9) -

Svosv0°z + Coezzots + T0LEL6°S + dVETLS|O - UH/XESEE'Y + UTYO'TL + L6%°TTT-
(0€°0)  (70°€)
(0090°T)  (29%0°T)  (L960°T) (L€S6°T)  (1E8°9%)  (E¥E*LY)
Er596°T + “bosTz s + TDEYYR"S + UE/XTEYESS U - ULBT'TYT + 980°TST-

AL (S6T ~ I (9S6T 20) £66T *°v°s°n
‘QAIHSNOIIVIHY IJIdd HOVM d0 STIVWIISH
SHYVNDS ISVAHT AYVYNITIO

7 XIANIJdaV

(e . o

33T
a8ey

13T2d
98eM

33120
o3en

't

°T

AL (G6T1
- I €561

AL LS61
I €661

AL LS6T
- I %S61



	Western University
	Scholarship@Western
	1970

	Wage Drift in the United States, 1953 - 1957
	Ronald G. Bodkin
	Ellen Richardson
	Citation of this paper:


	tmp.1452705654.pdf.jy8NR

