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Do the Earnings of
Manufacturing and
Service Workers Grow
at the Same Rate Over
Their Careers?

by Randall Eberts
and Enica Groshen

Introduction

The U.S labor market has undergone dramatic
gructura changesover the last several decades.
Totd employment has increased by 37 percent
since 1976, but most o thisgrowth has been
concentrated disproportionatelyin the service
producing sectors. For instance, service
employment (SICs 70 through 89) has increased
80 percent since 1976, while manufacturingem-
ployment (SICs 20 through 39) has increased
only 5 percent.'

This uneven growth across sectors hasresulted
in asgnificant changein the industrial compo-
sition of the labor force. Twelveyears ago, man
ufacturingclaimed 24 percent of tota employ-
ment while the servicescomprised 18 percent.
Today,thoseroleshavebeen completely reversed
with the service sectors claiming 24 percent of
total employment and manufacturingclaiming
18 percent.

B 1 Service industries in Standard Industrial Classifications {SICs)
70 through 89 include hotels, personal services, business services,
automotive and other repair, health services, educational services,
social services, and engineering, accounting and related services.
Manufacturing industries in SICs 20 through 39 include all durable
and nondurable sectors.
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The trangition from an economy dominated by
manufacturing jols to one with predominantly
more service jobs raisesthe question of whether
or not service jobsin general offer thesameearn-
ings potential for workersas manufacturing jobs.
A popular notion is that the economic restructur-
ing that has taken place over the last decade or
so has relegated skilled productionworkersto
jobsas hamburger flippers. Krueger and Summers
(1987), for exampl e, support theview that service
jobsare lower paying by reporting that workers
in servicesectors such as medica, welfare, edu-
cation, and persona services earn significantly
less than workersin manufacturingsectors.

Wege differentia sbetween serviceand manu-
facturing industriesare even evident for workers
in the same occupational categories,asshown in
table 1. Within occupation, manufacturingwage
premiumsrangefrom a high of 45 percent for
male equipment cleanersand handlersto alow
of 3 percent for female production, craft, and
repair workers. Also note that the distribution of
occupationsemployed in the two sectorsis quite
different. For instance, the largest occupationa
category for women in the service sector is pro-
fessionalsand specialists, while in manufactur-
ing, machine operatorsand assembly occupa
tions employ the largest number of women.

Bluestoneand Harrison (1986) report some
disturbing consequencesdf the restructuring of
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Average Hourly Earnings by Selected |
Occupation and Industry in 1987

1 Mdes
Manufacturing Services

Selected Occupation Number Mean Earnings Number Mean Earnings
Executives, Administrators,

& Managers 2,156 $16.26 2,428 $13.98
Professiond & Specidists 1,964 16.38 5,162 13.20
Technica & Reated Support 858 12.94 971 11.15
SdesPersonnd 701 13.55 370 9.85
AdministrativeSupport & Clerica 1,068 10.04 943 7.75
Production, Crat & Repair 4,977 11.03 1,788 8.80
Machine Operators & Assembly 5,863 8.89 486 6.79
Transportation & Materid Movers 1,111 898 403 7.47
Handlers & Equipment Cleaners 1,311 7.64 393 5.72
2. Femaes

Manufacturing Services

Selected Occupation Number Mean Earnings Number Mean Earnings
Executives, Administrators,

& Managers 849 $11.76 2,755 $10.57
Professond & Specidigts 565 12.30 9,926 10.96
Technica & Related Support 296 10.49 2,100 9.28
SdesPersonne 307 9.89 621 6.48
AdminigtrativeSupport & Clerica 2,770 8.09 8,074 7.09
Production, Craft & Repar 979 7.66 164 7.51
Machine Operators & Assembly 4,391 6.20 448 5.18
Transportation & Maerid Movers 68 9.40 237 7.15
Handlers & Equipment Cleaners 534 6.26 9% 460

SOURCE: Femdeand mde wage and salary workersaged 18 to 54 working in the indicated industriesand occupationsin the one-quarter
earningssample drawn from al monthly Current Population Surveys in 1987.

employment. Their analysisshowsthat "...all of samegrowth rate in wages over their work life as

the employment increases experienced since manufacturingworkersenjoy, even though they
1979 have been generated by the creation of jobs — start out earning less.
which paid lessthan the median wage in 1973 To answer this question, we estimateage:

(p. 5) They go on to add that the disproportion-  earnings profiles, which approximate the growth
ate expansion of the low-wage sector isfoundto  rate of earningsdof individualsover their work
be especidly prevaent among younger entry- lives. Each profiledepictsthe pattern of earnings
level workers between the ages of 16 and 34. of acrosssection of individuasat each age level.
Although these latter resultshave stirredsome  We then look for significant differencesin age
controversy, they point to an essential question earnings profiles between comparableworkers
in discussing the earning potential of the great in manufacturing and service sectors. We inter-
number of service jobs created in the economy. pret the resultsof thisapproach to represent the
As noted earlier, severa studies, includingthis earnings potential of typica serviceand manu-
one, have found that serviceworkersconsistently  facturingworkersover their work lives. This
earn lessthan their manufacturing counterparts. interpretation restson the assumption that the
The gquestion that has not been addressed is behavior of individualsand labor market condi-
whether or not serviceworkerscan expect the tionsaffecting their earningsdo not vary signifi-



cantly among cohorts. Although this assumption
may be open to question, the approach provides
astarting point for analyzingthisissue.

We estimate cross-sectional age-earningspro-
filesusing the 1987 Current Population Survey
(CPS).2 Theyear 1987 was chosen because it
providesthe most recent evidence. In other work
not reported here, the same model swere esti-
mated for 1976 and 1986. Differencesin age-
earnings profilesbetween the two sectorswere
quditatively similarin dl threeyears. Thesim-
ilarity in results acrossyears also suggeststhat
cohort effectsare probably not the driving force
behind the lack of sectoral differencesin age-
earningsprofiles.

Wetest for sectoral differencesin age-earnings
profilesa two levels of model complexity. Firdt,
we test whether earningsincreased the same
rate over an individua'scareer for each of the
two sectors by smply interacting the service-
sector dummy variable with the age variables.
Next, we examine whether age-earnings profiles
differ between service and manufacturing sectors
within relatively broad occupational categories.

Our basicfinding isthat only dight differences
in age-earningsprofilesexist between the two
sectors. However, when age-earningsprofilesare
estimated separately for mgjor occupational
groups, the differencesbetween sectorsdl but
disappear. Consequently, the notion that service
jobsdo not offerthe same earningsgrowth asthe
manufacturing jobs they are replacingis not sup-
ported by thisanadyss. However, since the earn-
ingsgrowth ratesare similar between sectors, the
gap between manufacturing and servicewages
persists throughout the individual'scareer.3

O 2 Estimation of the relationship between eamings and age is performed
using both cross-sectional and longitudinal data. For example, Freeman (1980)
analyzes cross-sectional CPS data, Nakosteen and Zimmer (1987) use PSID
longitudinal data, and Hanoch and Honig (1985) use panel records of the
Social Security Administration. Ideally, one would follow an individual over that
person's entire career in order to avoid cohort effects when estimating the
age-eamings profile. Two data sets are typically used in longitudinal studies:
the Panel Survey of Income Dynamics (PSID) and the National Longitudinal
Survey (NLS). Cross-sectional analysis almost exclusively uses the Current
Population Survey (CPS). The CPS offers a major advantage over NLS: it
includes significantlymore individuals. Thus, estimates based on subgroups,
such as men and women in manufacturing and services, are more reliable.

W 3 This paper addresses only the age-earnings profile question.
Another equally interesting question is why service workers receive
lower pay at each age level than their manufacturing counterparts.
While a number of explanations for the existence of interindustry
wage differentials have been advanced, none has been generally
accepted. See Dickens and Katz (1987) for a summary of the state
of current research on the topic.
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. Age-Earnings Profiles

Wy might age-earnings profilesdiffer acrosssec-
torsand over time?The stylized relationship
between earningsand age is that wagesrise
steeply during the fird part of aworker'scareer,
level off in the middleyears, and perhaps even
declinedightly in the fina years. This pattern
was strikingly documented by Mincer (1974)
using 1960 censusdata. Since then, a number of
studies have explored variousaspects of the rela
tionship in more detail* However, no one has
studied the age-earningsrel ationship for workers
in specific industries, in particular, serviceand
manufacturing.

Severd reasonsfor this pattern have been
advanced. The most widely cited hypothesisis
the accumulation of human capital through on-
the-job training (for example, Mincer [1974]).
Other explanationsattribute the age-earnings
pattern to the knowledgean individua gains
about a specific firm (Oi [19621) or to workers
showing their commitment to afirm by accept-
ing low pay early in their career in exchangefor
high pay later in their work life (Lazear [1981]).
In dl three cases, prolonged participationin the
labor force or attachment to afirm increasesthe
value of theworker to the firm; consequently,
theworker's wages increase with age.

Differencesin demand and supply characteris
tics can account for differencesin age-earnings
profilesacross sectorsand over time. On the
demand side, for example, differencesin age-
earnings profiles across industries may arise
because of differencesin the amount of human
capita accumulated during aworker'scareer.
Workersin low skill-accumulation jobswould
exhibit ashallower age-earningsprofile that
would probably pesk a ayoung age. Thus, if
service jobsare generally characterized as low-
skill and manufacturing jobsas high-skill, then
the age-earnings profilesof service jobs should
be shallower than those of manufacturing jobs.
However, if workersin the two sectorsare com-
parable to begin with, total (discounted) earn-
ingsin the two sectorsshould equalize over the
course of theworkers careers.

4 A recent strand of literature explores the extent to which pro-
files are primarily due to increases in seniority (or tenure) rather than
general experience. Several studies, including Abraham and Farber
(1987) and Altonji and Shakotko {1987), have challenged the empir-
ical validity of a positive relationship between wages and tenure.
Although there is support for this relationship when employer charac-
teristics are included (Hersch and Reagan [1987]), this controversy
does not directly pertain to our study since we do not distinguish
between tenure and experience.
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m workersbetween the ages o 18 and 54. Earni ngs

Age-Earnings Profiles, Males and Females in
Manufacturing and Service Industries, 1987
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SOURCE: Current Population Survey, one-quarter earningssample, 1987.

Theageearnings profile may a so be affected
by the relativeabundance of workersof various
ages acrossindustries. The effect of the supply o
workersin variousage groups depends upon the
extent of, and variationsin, the subgtitutability
between groups among sectors. For instance, if
younger serviceworkerswere imperfect substi-
tutesfor older workersin one sector, then an
influx of young workers into the sector would
bid downthewagesd youngerworkersand, thus,
make the profilesteeper in that sector. On the
other hand, if younger workerswere perfect sub-
stitutesfor older workersin al industries, then
aninflux of younger workerswould leavethe pro-
file unchanged, but would reduce wages of work-
ersof dl ages. Edimates of elagticitiesof substi-
tution between old and young workersgenerdly
find them to be somewhat imperfect substitutes,
especially among men and the highly educated
(see Freeman [1980] and Hamermesh [1986]).

fl. Estimation of
Age-Earnings
Profiles

Ou sample of workers is drawn from the one-
quarter earningssample of the 1987 CPS. We
limit the sampleto manufacturing (SICs 20
through 39) and service (SICs 70 through 89)

are measured as hourly wages. weekly earnings
divided by usua weekly hours. Some studies use
weekly earningsand typicdly find little differ-
ence (except for higher variation) in compensa
tion patternsfrom those derived from using
hourly wages. We choose hourly earningsto
minimizethe problem o differencesin hours
worked across the various groups.

Plotsof the crosssectional patternsof mean
hourly wages by age for made and femae service
and manufacturingworkers, aged 18 to 54, in
1987 are shown in figure 1. Although these plots
do not control for attributes of workers other
than age, sex, and industry, they provide agtart-
ing point for thisdiscussion. Thisfigureand the
analysisbelow can be viewed asa snapshot of
workersfrozen at various stagesin their careers.’

Firg, we see the familiar shape of the age-
earnings profilein both sectors, but with marked
differencesbetween the patternsof men and
women. Second, we see that wagesfor men are
lower in the service industries than in the manu-
facturing industriesfor most but not al ages.
Third, although the youngest women earn more
in manufacturingthan do their service sector
counterparts, by the age of 28 femaeservice
workersappear to be more highly compensated.
Findly, the servicesector profilesin these plots
are steeper than the manufacturing profiles. The
differencebetween manufacturing and service
earningsis greatest in the earlier years and nar-
rowswith the age of workers.

To investigate age-earningsrel ationshipswhile
controlling for other employee characterigtics,
thelog o hourly earningsis regressed against
age and age-squared al ong with other worker
characteristics, such as education, race, union
affiliation, and full-time status. Age-earningspro-
filesare estimated by entering age and age-
squared into the wage regression and then inter-
acting these two variableswith a service sector
dummy to digtinguish between profilesfor ser-
vice and manufacturing jobs.s

5 As discussed above, this approach does not control for cohort
effects. That is, some cohorts — such as the baby boomers — may
differ in their average characteristics from the members of other
cohorts. These average differences in unnoted characteristics (say,
size of cohort, health, or attitude) could affect the results reported
here.

6 To be consistent with other empirical studies of age-earnings
profiles, we specify a quadratic relationship between age and earn-
ings. Further exploration of this topic should consider alternative
specifications.
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T A B LE 2

Characteristic Femaes Mdes
Mean Hourly Earnings $ 813 $10.85
Savices 8.24 1041
Manufacturing 7.82 11.21
Sd. Dev. (Log Earnings) 0.517 0.545
Meen Lag Earnings 1.967 2.249
Sarvices 1.972 2174
Manufacturing 1.952 2.309
Service Sector 74.7% 44.2%
Pat Time 22.9% 7.6%
Sarvices 27.7 131
Manufacturing 89 32
Union 15.0% 21.3%
Sarvices 15.1 16.0
Manufacturing 14.5 254
Nonwhite 15.5% 12.7%
Savices 15.1 14.2
Manufacturing 16.6 114
Highest Grade Completed 13.4 13.4
Sarvices 13.8 14.3
Manufacturing 12.2 12.7
AgeinYears 35.0 34.9
Sarvices 349 34.1
Manufacturing 35.0 35.6
Number of Observations 42,950 36,669

SOURCE: Femdeand maewage and salary workersaged 18 to 54 working in
manufacturing or service industriesin the one-quarter earnings sample drawn
from al monthly Current Population Surveys in 1987.

The means of these varidbles are displayed in
table 2 by sex and industry. One interestingfact
isthat women's earningsare actudly higher in
sarvice jobsthan they are in manufacturing jobs.
The apparent incondistency o thisfindingwith
the numbersin table 1 is due to sectoral differ-
encesin occupational distribution. In general,
women in the service sector are more concen
trated in the highly paid occupationsthan are
women in the manufacturingsector.

Women are much more likdy towork in
servicesector jobsthan are men. And, it is
apparent that, compared to manufacturing
workers, a higher percentage of serviceworkers
are part time, especialy among women. Also,
male serviceworkersare less heavily represented
by unionsthan are male manufacturingworkers.
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Regression Results

Theresultsof the earningsregressonsare dis
played in severd tables. Table 3 presentsthe
coefficient estimates for variablesthat are not
part of the age-earningsprofiles. These estimates
determinetheinterceptsdf the estimated profiles
for each group. For exampl e, the coefficient of
the servicesector dummy variable shows that,
controllingfor the human capital and demo-
graphic characteristicslisted, serviceworkers
earningsare lower than manufacturingworkers
earningsfor both malesand femaes. It isinter-
esting to note that, in contrast to figure 1 and
table 2 (which do not control for other charac-
teristics), the "corrected” service-sector earnings
effect (that is, the coefficient on the service
dummy) for femaeworkersis strongly negative.

The next two rowsin table 3 present evidence
of the wage penalty experienced by part-time
workers. We see that for women the wage penalty
for working part time issmaller in the service
sector than it isin manufacturing. For maesin
manufacturing, the pendty for part-timework is
larger than that for women in both sectors.

The rdative attractivenessaf unionismissim-
ilar between the two sectorsfor both sexes. For
both men and women, the union wage differen-
tid isonly dightly higher in servicesthanin
manufacturing.

Far more strikingisthe smaler racid differen
tid in servicescompared to manufacturing,a so
found by Montgomery and Wascher (1987). For
both sexes, thisdifferentia is reduced by almost
hdf in the service sector. The importancedf dif-
ferencesin the returnsto schooling vary by sex.
Theresultsin table 3 suggest that returnsto
education are significantly higher for womenin
services, but the difference between sectorsis
small and datidticaly insgnificant for men.

Age-Earnings
Profiles

Ageearnings profile coefficient etimates are
presented in table4. Hourly wages exhibit typi-
cd profilesfor men and women in each sector.
Mades appear to have a steeper, more pro-
nounced earnings path than women in both sec-
tors. Presumably thisisdue in part to more
instances of nonparticipation in the labor force
or preferencesfor part-timework among
women. In addition, earnings taper doff more
quickly for men than for women.

In general, femae serviceworkers exhibited a
steeper earningspath with greater curveture than
manufacturingworkers. Mde serviceworkers



T A B LE 3

" Coefficient Estimates of Age- Earnings

Equaimns by Sex in 1987

Variable Females Males

I ntercept -0.276 (-4.52) -0508 (-11.58)
SaviceDummy  -0361  (-521) -0.174  (-2.82)
Part Time Dummy  -0.204 (14.14) -0295 (-17.38)
Pat Timex Savice 0029 ( 1.88) -0.083  (-4.15)
Union Member 0.140 (11.85) 0.085 (12.33)
Union X Sarvice 0.014 ( 1.02) 0.007 ( 0.60)
NonwhiteDummy -0.129  (-11.69) -0.153 (-16.67)
Nomwhitex Sarvice  0.055  ( 427) 0075 ( 5.67)
Yearsof School 0.082 (4849) 0079 (28.47)
School x Service 0.008 ( 407) -0.002 (-1.48)
R-squared 325 411

NOTE T-gatigticsappear in parentheses next to coefficient estimates. The
symbol “x” signifiesmultiplying the two variablesshown, which resultsin an
interaction term. The dependent variableislog (earnings). Other varigblesin
the mode estimated are age and age-squared interacted with the service
dummy variable. Coefficientsfor those variablesare reported in table 4.
SOURCE Femdeand mde wage and sdlary workers aged 18 to 54 working in
manufacturing or service industriesin the one-quarter earnings sample dravn
fromdl monthly Current Population Surveys in 1987.

I T A B LE 4

Age-Earnings Profile Coefficient |
Estimates by Sex in 1987

Variable Females Males

Age 0053 (1579) 0070 (2847)
Savice X Age 0010 (271 -0001 (-0.25)
Age?/1,000 -0604 (-1321) -0.713 (-21.37)
Service X Age?/1000 -0.136  (-2.27) -0024  (-049)
Implied Age d Peek Earings

Manufacturing 4 49
Savices 43 47

NOTE T-statisticsappear in parentheses next to coefficient estimates. The
symbol “x” signifies multiplyingthe two varigbles which resultsin an interac-
tion term. The dependent variableislog (earnings). Coefficientson the other
variablesincluded in the model estimated arereported in table 3.

SOURCE Femdeand mdewage and sdary workers aged 18 to 54 working in
manufacturing or service industriesin the one-quarter earningssample dravn
fromall monthly Current Population Surveys in 1987.
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had earnings paths that were not significantly dif-
ferent from those of male manufacturingworkers.
However, since the age a which wage growth
stopsisafunction of both initial slopeand
degree d curvature, one way to comparethe va-
ious age-earningsprofilesis to calculaethe age
a which earnings peak. The results o such cd-
culationsare shown in the lower two rows of

table 4. Udng the coefficient estimatesin thefirst
four rows, hourly wages peak for mde service
workersa age 47 while wages peak for compar-
able manufacturingworkers a age 49. The
results for women also suggest that earnings
peak & an earlier age in the service sector. How-
ever, the difference between the sexesfar domi-
natesthe difference between sectors.

1. Effect of Age-
Earnings Profiles
on Sectoral Wage
Differentials

We have addressed the question of differencesin
age-earningsprofiles between manufacturing
and serviceworkers by interacting servicesector
dummy variableswith age and age-squared. The
next question iswhether entry-level workers
should expect thewage differencesthey initidly
encounter between sectorsto persigt, or to diss-
pate over their work life. Another way to ask the
same question is. do the service and manufactur-
ing jobs have the same earningsgrowth potential ?

The earnings equation estimates reported in
tables3 and 4 dlow usto calculate the earnings
difference between service and manufacturing
jobs (compared to manufacturing earnings) for
the average 18-year-oldwith 12 years of educa
tion. The top two rows of table 5 report the
resultsaf that exercisefor men and women in
four demographicgroups. The upper row is
based on regressonson men's earnings; the
lower row on women's earnings. For ingtance,
the average nonwhite 18- year-oldfemae work-
ing in afull-time, nonunion service job earns 9.8
percent less than does acomparableworker in a
full-time, nonunion manufacturing job.

Note thet in no case do the wages o entry-
level service workers exceed those of entry-level
manufacturingworkers. And, the servicedifferen
tids among women are sometimeslarger and
sometimessmaller than thosefound for men.
Perhaps mogt interesting is the extent to which
the sarvice differentid svary, from alow of 6.4
percent to a high of 20.0 percent for men and
from alow o 9.8 percent to a high of 14.6 per-
cent for women. The relative disadvantage of
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T ABLE 5 .

Comparison of Entry-Level Sectoral
Earnings Differentials to Lifetime
Sectoral Earnings Differentials

White Nonwhite White White
Nonunion Nonunion Union Nonunion
Full Time Full Time Full Time Part Time
Proportiond Earnings Differentid of Entry-Leve Service Workers Compared to Entry-Levd Manufacturing
Workers (Age 18)
Mdes -.131 -.064 -.125 -.200
Femaes -.146 -.098 -.134 -121
Discounted Present Vdue of Proportional Earnings Differentid From Age 18to Age 54
Mdes -.166 -.101 -.160 -.232
Femaes -117 -.067 -.105 -091

NOTE: The predicted wage differentid between sectorsfor each demographicgroup is converted to a proportion of manufacturing workers
earnings. Etimaesd proportional discounted total earnings differentids are based on integration of the estimated earningsfunctionsfor
each sector, as reported in tables 3 and 4, assuminga3 percent red discount rate and 12 years of education.

SOURCE: Derived from estimatesshown in tebles3 and 4.

servicesector employment compared to a manu
facturing job variesstrongly with race, sex, and
part-timestatus.

To determinewhether these differential swill
persst over theworkers careers,wecalculaethe
discounted present vaue of the earnings stream
over thework life. The discounted present value
smply adds up the annual earnings of an indi-
vidua between the ages of 18 and 54. Earnings
arevaued a the beginning of the career and so
earningsreceived after age 18 are discounted a
a3 percent annual rate. The present value tekes
into account the estimated differences between
age-earningsprofiles between sectors.

The lower two rows of table 5 present esti-
mates of the service differential in the present
vaue of earningsfrom awork life beginninga
age 18 and lasting until age 54, using the model
with varying age-earnings profiles between sec-
tors estimated in tables 3 and 4. Resultsfrom this
exercise show that the earningsdifferentia
between service and manufacturingworkersis
primarily due to the Straight differential paid to
dl ages, dthough differencesin profilesdo affect
these sectoral wage differentialsto some extent.

Agan, al differentialssuggest higher earnings
in manufacturing; white nonunion women work-
ing full time experiencean average difference of
11.7 percent over their work life. And the aver-
age, white, nonunion, full-time, maleworker
earns16.6 percent lessin aservice job. For non-
whites, the service differentialsare much smaller.

These earnings differencesover the entire
work life differ from the entry-level wage differ-
entials because they depend on the relative
shape of the age-earningsprofile in each sector.
In generdl, the lifetime sectoral differencesin
age-earningsprofilesshown in table 5 suggest
that starting wages underestimatethe ultimate
earningsdifferencesfor men and overestimate
the lifetime pattern for women. The reason for
the differenceisshown in figures2 and 3. The
upper graph in figure 2 showsthat for women,
the percent differentia increases during their
middle years and then narrows during their later
years. For men (shown in figure 3), the earnings
gap continually increases, since service wages
pesk earlier and taper of more quickly than
manufacturingwages.

It isinterestingthat the impact of service
employment on males earnings patternsappears
stronger than that for females, even though the
estimated service-ageinteraction coefficients
(reported in table4) arefar larger for females
than for males. Thisapparent anomaly stems
from the offsetting nature of the ageand age
squared interaction coefficientsfor females. For
females, an increasein age increases the service
differential through the service effect on theage
coefficient, but reducesthe service differentia
through the service impact on the age-squared
coefficient. Among males, an increase in ageis
associated with alower wage for serviceworkers
through the service impact on both the ageand
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the agesquared coefficients. . sincethe
resultsfor men are based on datigticdly insignif-
icant sectoral differencesin wage growth, any
conclusion must be drawn with care.

IV. Age-Earnings
Profiles Within
Occupations

Implicit in the model presented aboveisthe
assumption that education and other demo-
graphicvariablesare good controlsfor human
capital . Occupation provides another way to con-
trol for human capital. An dternative assumption
isthat sectoral differencesin profilesresult from
occupational differencesthat are constant across
industries. Since manufacturing and services
employ a different mix of occupations, differ-
ences between the sectorsmay belargely a prod-
uct o differencesin occupations employed.

To addressthisissue, we estimate separately
the simplewage equation with age and age-
squared for various occupational categories. The
sectoral differencesin age-earnings profiles
found earlier disappear within many of the
occupations. Thisfinding suggeststhat employ-
ment in the services has no independent effect
on age-earnings profiles. But, it does not suggest
that the changingindustrial structure of
employment has no impact. Rather, the impact
stemsfrom the effect of the industrial shift on
the occupational distribution.

V. Summary and
Conclusion

Ove the lagt decade, service-sector employment
has grown at twicethe rate of tota employment,
while manufacturing employment has grown
veay little. As a result, servicesector employment
now claimsalarger proportion of total employ-
ment than manufacturing. This restructuring has
drawn attention to concernsthat service-sector
jobsdon't pay as much as manufacturing jobs.

To answer the question posed by the title of
this paper, our findingssuggest that service
workersgart out a alower wagethan that of
comparable manufacturingworkers, but then
service-sector wagesgrow at roughly the same
rate as manufacturing-sector wages.
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