
Wages and Workplace Characteristics 

• New literatures pulling in plant-level information (i.e. industrial 
organization) in fields that once focused on industry level 

o Trade literature, Eaton and Kortum 

o Labor literature, matched employee/employer data sets 

 Abowd and Haltiwanger census project with U.S. data 

 Projects with European data (Lenz-Mortensen) 

• Useful to review results of the older literature with individual-
level data (and some limited plant information) 

o Key finding for wages: when control for observable worker 
human capital characteristics (e.g. education), there 
remains a huge  relationship between plant information 
(industry, size)  

 Bottom line: Capital intensive industries, big plants, pay 
higher wages for everybody (janitors and CEOs alike). 

 Try to control for ability can’t get this to go away. 



• Original literature 20 years old, but fresh stuff to do now 
because 

o New data sets. 

o Likely new facts on the ground.  Key point of earlier 
literature is that industry differentials persist. Maybe 
something going on since the 1980s.  Look at airline 
industry now.  Fascinating question of the industrial 
organization of how a high wage industry turns into a low 
wage industry.   

o New theoretical tools.  Eckstein-Wolpin… 

o See interesting links with IO and trade.  



Older Literature 

• Industry Wage Differentials 

o Kruger and Summers Econometrica(1988) 

o Katz and Summers Brookings (1989) 

o Use Current Population Survey (CPS) 

• Firm Size 

o Brown and Medoff (1988) 

o Haltiwanger and Davis, Brookings 1991 

o Use CPS and LRD (plant level data) 

• Union Wage Effect 

o Lewis (1963) 



Krueger and Summers 

• Earning variable: usual weekly earnings/usual weekly hours 

 



 



Unmeasured worker quality?  

 Add Worker Fixed Effects: 

 
(Note has to deal with measurement error problem too) 

 



 



Working conditions? 

 



Katz and Summers: Industry Rents and Implications 

(Bring in the IO, well a little) 

Claim 1.  Shareholders don’t get much rents, but workers do.  For 
workers see Krueger and Summers.  For firms: 

 



Claim 2: regularities in the pay structure across time, countries, 
occupations 

Time: 

 



 



 



Claim 3: Workers must be getting rents because they quit less in 
high wage jobs 

 



Claim 4: Wage differetials attributed to bargaining are due to more 
fundamental forces 

 



 



 



 



 



 



 



 

Size Wage Premium 
Payroll Per Employee by Establishment Size and Year 

(Normalized relative to average  
across all manufacturing establishments 

 
Employment 
Size 
Category 

1947

 
 
 

19541967 197719871997
1-99 .91 .86 .88 .85 .82 .85
100-249 .96 .94 .89 .87 .89 .92
250-499 .98 .96 .91 .89 .92 .95
500-999 1.01 1.02 .98 .99 1.02 1.02
1,000-2499 1.05 1.09 1.09 1.14 1.20 1.20
2,500+ 1.13 1.19 1.26 1.39 1.48 1.54

 
 
 




