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ABSTRACT

This study examines the labor force hiefarchyvand investigates
how this structure affects geographic mobility. 1In particular,
this research incorporates a version of the segmented labof market
model into the migration decision making model of the worker.

A systematic method of categorizing workers into meaningful
segments is provided, and contrary to all previous methods, this
proposed technique does not rely upon the judgment of the researcher.
By categorizing workers into segments or tiers according to the
earnings improvement and to the degree of job autonomy experienced
by the worker, it i1s demonstrated that one is able to group workers
into meaningful tiers that exhibit characteristics that are con-
sistent with the postulates of the segmented labor market model.

And with the use of discriminant and univariant analysis, this
study is able to compare this proposed classification scheme with
alternative methods suggested in the 1iterature; This analysis
demonstrates that the classification scheme proposed by this study
generates segments that are mofe consistent with the hypotheses of
the dual labor market theorists.

Additionally as hypothesized, empirical results show that
those workers who are classified as primary workers (those who work
within an internal labor market) exhibit geographic mobility pat-
terns significantly different from secondary workers (those who do
not work within an internal labor market).
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Specifically it is demonstrated that ceteris paribus, those

workers who are employed in an internal labor market are more
reluctant to undertake a geographic move, Additionally as hypothe-
sized, it is established that primary workers are less responsive
to labor market tightness in the local labor market and are more

inhibited by length of job tenure when considering a geographic

move.
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CHAPTER I
INTRODUCTION

In an effort fo explain wages, neoclassical economics has
formulated a model within which wages are the outcome of the
interaction between demand factors based upon profit maximizing
behavior of employers and supply factors based upon utility
maximization of workers. Thus poverty or low wages, according to
this view, resulted from two sources: (1) the failure of the
wage level to rise above or equal the individual's disutility of
work (workers resisting reductions in nominal wages) or, (2) the
failure of the individual to undertake investments in his/her
future productivity. Thus, according to this framework or para-
digm marked by methodological individualism, all sociological
phenomena, including poverty, find their roots in either the
failure or the free choice of the individual.

While most of the so-called "neoclassicists" do recognize
institutional constraints, they, in general, see a labor market
governed by maximizing behavior where the traditional tools of

price theory are appropriate descriptive mechanisms for analysis.
Of course this is not to say that traditional economics has
not recognized the existence of noncompeting groups. From the

publication of the Wealth of Nations in 1776 to the most recent

writings of Gary Becker, even the more orthodox economists have

conceded that, for some, social position seems to be endemic to

1
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factors outside the control of the individual and that competition
between individuals as usually envisioned may play only a nominal
role.

Adam Smith recognized that the existence of shared needs may
lead to repression of competition between individuals. And J. S.
Mill saw clearly an incompatibility of the competitive model and
observed market behavior. He recognized the existence of seg-
mentation within the labor market and contended that for many there
was little chance of sacial elevation through employment. Mill
concluded that:

.« «» . S0 strongly marked is the line of demarcation be-

tween the different grades of labourers, as to be almost

equivalent to an hereditary distinction of caste; each

employment being chiefly recruited from the children of

those already employed in it, or in employment of the

same rank within social custom (Mill, 1848, p. 469).

Moreover, Mill attacks Smith's or the orthodox explanation
of wage differentials., Mill (1848, p. 372) contended that:

The really exhausting and the really repulsive labors,

instead of being better paid than others, are almost

invariably paid the worst of all, because performed by

those who have no choice . . . . the inequalities of

wages are generally in an opposite direction to the

equitable principle of compensation erroneously repre-

sented by Adam Smith as the general law of the remun-

eration of labor. The hardships and earnings, instead

of being directly proportional, as in any just arrange-

ments of society they would be, are generally in in-

verse ratio to another,

But the neoclassicist has, in general, dismissed this as an
aberrent phenomenon insufficiently pervasive to mitigate the as-

sumptions of the neoclassical paradigm. Moreover, they concluded

that much of the apparent anomalies observed or measured in the



labor market were a result of the failure to incorporate certain
variables such as education and experience. And with the publi-
cation of Theodore Schultz's "Investment in Human Capital” in
1961, human capital theory emerged as the predominant research
program of the neoclassicist.

By assuming that jobs are parceled out to workers who are
aligned in a queue based upon productivity, human capital theo-
rists postulate that unemployment and wages are a function of an
individual's investment in himself/herself through the purchase
or acquisition of education, on-the-job training, health, etc.
Thus, poverty or low wages and unemployment emanated from a
dearth of human capital. This conception of the labor market and
society served as the underpinnings of the employment and train-
ing programs of the "Great Society" of the 1960's. By increasing
the level of training and education of the worker, the federal
government sought to elevate the economic and social position for
those at the bottom of the labor market.

However, according to the non-neoclassicist, history has
demonstrated that higher levels of human capital have not sig-
nificantly reduced poverty among the designated poor. These
economists have presented many quantitative studies which have
rebutted the neoclassical view of the labor market (Lucas, 1972;
Harrison, 1972; Jencks, 1972). The non-neoclassicist concluded

that with better access to education and training provided by the




federal government, labor market differences among groups changed

little during the Johnson Administration's 'War on Poverty'
(Thurow, 1975).l

Thus, a number of so-called "nontraditional" labor econo-
mists have come to question the viability of the human capital or
orthodox model in explaining labor market behavior. These labor
economists have presented several phenomena that they contend the
neoclassical paradigm has proved incapable of explaining. These
include the following postulated anomalies:'

1. The distribution of income is more unequal than are the
distributions of most measures of ability (Thurow,
1975).%

2. Racial discrimination is a criterion in the selection
of employees (Reich, 1971).

3. Employers use educational and training criteria as a
"screen," when the level of either has little to do
with production on the job (Gintis, 1971; Thurow,
1972).

4, Education and training programs have failed to alter

the incidence of poverty (Harrison, 1972).

lOf course many have disputed this claim and have produced
evidence that supported the human capital view of the labor market
(see Mincer, 1974).

2A human capital theorist would argue that since ability and
education are positively correlated, the income distribution
should be skewed.
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5. Poverty has persisted in spite of political commitment
to full employment and despite a plethora of anti-
poverty programs.

For some, this apparent gulf between reality and theory under-
mined the validity of the human capital research program.

Normal science does and must continually strive to

bring theory and fact into closer agreement, and that
activity can easily be seen as testing or as a search
for confirmation or falsification (Kuhn, 1970, p. 80).

And with the reputed failure of the human capital model,
competitors offered what they perceived as 'viable' alternatives
that departed significantly from their discredited predecessor,
As stated by Kuhn (1970, p. 84):

The transition from a paradigm in crisis to a new omne
from which a new tradition of normal science can emerge
is far from a cumulative process, one achieved by an
articulation or extension of the old paradigm. Rather
it is a reconstruction of the field from new fundamen-
tals, a reconstruction that changes some of the field's
most elementary theoretical generalizations as well as
many of its paradigm methods and applications. During
the transition period there will be a large but never
complete overlap between the problems that can be
solved by the old and by the new paradigm.

Predominant among alternative explanations of labor market

behavior has been the dual labor market model (DLM).

The Dual Labor Market Model (DLM)

In order to interject more realism into the theory of the

labor market and to circumvent the proposed weaknesses of the

3The human capital theorist would point to the fact that
though poverty persists, its presence has been reduced,



neoclassical assumptions, other economists have more recently
developed a model of income determination marked by segmentation.
This segmented or stratified labor market model provided a non-
individualistic alternative analysis of earnings and posited
structural rather than personal factors in its explanation of
"economic differences among market groups. By concentrating on
structural factors in the labor market and breaking the nexus
between individual failure and personal attributes, the segmented
labor market theorists have forged a model that integrates into
the system the societal institutions that were ignored or mini-
mized by the traditional labor economist,

Under the assumption that the labor market is divided or
stratified into submarkets among which mobility 1s restricted,
the segmented labor market theorists have attempted to vitiate
the neoclassical prescriptions for the maladies of the labor
market,

In contrast to the neoclassical or human capital view of the
labor market, the stratified or dual labor market theory is
inductive. The dual labor market model evolved as a by-product
of examining empirical data. On the basis of labor market studies,
researchers inferred the operation of a labor market that de-
viated markedly from the one postulated by the more traditional
theorists.

However, the dualists do not offer a single unified alterna-
tive to neoclassical theory. They are far from unanimous in

their theoretical foundations and their policy prescriptions.



They do focus more on the demand side of the market and attempt
to integrate into their analyses those factors ignored by the
neoclassicist or human capital theorist. And they tend to dis-
tinguish between those markets where the conventional amalysis or
framework applies and those markets where it does not; hence the

name "dualists."

The Evolution of a Dual Labor Market

There are broadly speaking two schools that seek to explain
how segmentation develops, There are those who see segmentation
emanating from class conflicts and there are those who argue that
stratification results from technological factors.

The former see segmentation as a result of a deliberate at-
tempt on the part of the employers to weaken the bargaining power
of the employees (Gérdon, 1972; Reich, 1971). By subdividing the
work force and pitting one group against another, the employer
diminishes the bargaining power of the worker., F¥or example, in
early twentieth century America employers, through selective
hiring, manipulated ethnic antagonisms to divide or segment the
work force (Reich, et al., 1973, p. 362). According to this
radical perspective, labor market segmentation supports the ob-
jectives of the capitalistic system. It abets the exploitation
of the worker by the monopoly capitalist.

Other radicals contend that cultural factors account for the

segmentation. These include housing, segregation, ghettoization



and employer discrimination. These radicals draw upon sociolog-
ical explanations of the labor market and explain stratification
in terms of historically rooted class based motivations. TastesA
and social position become wholly endogenous variables. They
argue that this system, marked by stratification, serves the
interest of the few (the employers) at the expense of many (the
employees). As stated by Reiéh, et al. (1973, p. 364):

Labor market segmentation arose and 1s perpetu-

ated because it is functional--that is, it facilitates

the operations of capitalist institutions. Segmenta-

tion is functional primarily because it helps repro-

duce capitalist hegemony.

The less radical dualists propose that segmentation is a
consequence of market forces. Berger and Piore (1980, p. 7)
suggested that the dual labor market is precipitated by the
employer's reaction to uncertainty. In those industries and
markets where demand fluctuated dramatically, employers sought a
work force that was likewise variable. Thus, a dual product
market generated a dual labor market (stable vs. unstable).

Others contend that, duality arises from, ". . . a dichotomy
between large firms possessing considerable market power and
smaller firms possessing much less market power" (Alexander,
1976, p. 15). And with wages positively and highly correlated
with this market power, these researchers saw the labor market
divided into a high wage and a low wage sector. Non-competitive
product markets provide monopoly rents which can be distributed

to workers to insure the existence of a queue of potential work-

ers. And with the appearance of capital intemsive, oligopolistic
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firms, corporations required stable product markets along with a
stable labor supply to insure that their plant would not go
underutilized. Thus, according to this perspective, the labor
market was divided according to the degree of competitiveness in
the product market,

Still others, chiefly Doeringer and Piore, argue that
duality is the result of the types of jobs offered by firms in
the labor market. These jobs differ essentially by the fact that
those in the primary sector, or upper strata of the labor force,
exist in internal labor markets while those in the secondary
sector, or lower strata of the labor force, do not.

"Internal labor markets appear to be generated by a series

of factors not envisioned in conventional economic theory:
(1) Skill specificity, (2) On-the-job training, and (3) Customary
law"4 (Doeringer and Piore, 1971, p. 13). According to Doeringer
and Piore these internal markets are of value to both the workers
and to the management.

The worker derives benefits due to two fundamental factors.
First, the internal labor market offers both stability and
greater chances for advancement. Second, the intermal labor
market provides workers with a feeling of fairness. That is,
this mechanism provides equity and due process, 'The ruleé which

govern an internal market are thought to effectuate standards of

4Doeringer and Piore mean by customary law 'past practice."
Dependence upon "past practice' means that any procedure, if re-
peated becomes "customary" (1971, p. 25).



equity that a competitive market cannot or does not respect"

(Doeringer and Piore, 1971, p. 29).

The employer receives several benefits from the operation of
an internal labor market. With a more stable work force, the
employer can now provide training with less fear that the worker
will leave his firm. Additionally, since most jobs are filled
from within, the employer minimizes his/her screening and hiring
costs. The employer will attempt to minim;ze interfirm mobility
by paying the worker slightly more tgan the worker could earn
elsewhere. Thus, the internal labor market evolves due to the
employer's policies regarding recruitment, promotion and training
practices and the employee's desire for stability (Doeringer and
Piore, 1971, Chapter 2). It is sort of a "make or buy" decision
for the firm., 1In the internal labor market, the employer chooses
to "make."

In the secondary market, internal labor markets are either
open or nonexistent., In the "make or buy" decision, the firm
chooses to "buy."' Since employers provide little training for
workers in the secondary sector, workers lose little by changing
employers. In the secondary sector, turnover occurs because
there is little or no provision of firm-specific training.
Employers provide no such training since they assume workers to
be prone to instability. Thus, the behavior of each reinforces
the behavior of the other.

This action or reaction, of course, freezes workers out of

jobs in the primary sector and entrenches the primary worker into
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employment in the internal labor market., With the hope and
expectation that workers will remain with the firm for some time,
employers will rely heavily on recruiting those workers who are
trainable--those workers who demonstrate a more stable work his-
tory. The worker who possesses a less stable work history, on
the other hand, must seek employment in what has come to be known
as the secondary or periphery labor market,

Feedback mechanisms in the secondary market encourage work-
ers who hold "bad" jobs to become '"bad" workers. Arrow, inves-
tigating a variant of this feedback mechanism, demonstrates that
workers who believe that they will receive lower returns from
their training will undertake less training (Arrow, 1973).

Other institutional factors reinforce this dichotomy within
the work force. Trade unions, for example, certainly rigidify
the internal labor market within ﬁany firms and lock many out of
primary sector employment., These unions tend to institutionalize
protective customé of the firm and strengthen existing regula-
tions (Loveridge and Mok, 1980, p. 387).

Lawrence Kahn found that the Longshoremen's union in San

Francisco improved working conditions and stabilized employment.

Kahn (1976, p. 337) contended that his ". . . results suggest

that unionization of secondary workers can transform secondary
into primary jobs . . . ."
But most evidence supporting segmentation, has been drawn

from cross-sectional data and has consequently ignored the dy-

namics of the labor market. This study, by employing longitudinal
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data, will attempt to support the existence of segmentation
within the labor market and provide greater credibility to the
claims of the dualists by examining worker employment experience

over time.

Geographic Mobility and the Dual Labor Market

Most labor markets are similarly indefinite in

their specification of the sellers and buyers. Such a

labor market is merely an area, with indistinct geo-

graphical and occupational limits within which certain
customers seek to offer their services and certain em-

ployers purchase them (Kerr, 1954, p. 93).

As asserted by Kerr, geography, job requirements and skill
attributes of the worker govern the extent of the labor market,
But with the evolution of institutional rules within the labor
market, labor markets are more élearly defined and entrance and
exlt are more rigidly determined.

These rules play a much more important role in the primary
market and are either nonexistent or ill-defined in the secondary
market., As stated by Kerr (1954, p. 101), "Institutional rules,
however set sharper boundaries between the internal and external
markets and define more precisely the points of entrance."

These rules, of course, impinge upon the geographic mobility
of workers. '"Fraternity triumphs over liberty as no trespassing
signs are posted in more and more job markets'" (Kerr, 1954,

p. 96). But it is very likely that these institutional rules
affect the geographic mobility of workers in very different ways.

That is, geography defines the labor market more for some than

others (Kerr, 1954).
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These institutional rules foster the formation of cohesive
groups. Members of these groups become reluctant to demonstrate
divergent behavior and they tend to promote group norms which
encourage stability (Piore, 1975, p. 131). This, of course,
influences the geographic mobility of these groups.

But little work has been done investigating how this social-
ization affects geographic mobility. Piore (1975),.ﬁowever, con-
tended that the stratification is affected by migration. He con-
tended that the process of geographic mobility, rather:-than
promoting employment opportunities, actually contributed to the
lack of stable, good jobs for the worker,

« « o that the process of migration and the pres-

ence of large numbers of recent migrants in the commun-

ity are disruptive of the transition (from adolescence

to adulthood) because they inhibit family formation,

peer group development, and maintenance of stable em-

ployment; and thus, that the migrant process 1s a ma-

jor determinant of the relative numbers of the lower

and working classes (Piore, 1975, p. 146).

This view of migration is in sharp contrast to most em-
pirical research that, in general, supports the contention that
individuals undertake a geographic move in order to improve their
economic standing. Additionally, there has been a plethora of
research that supports the existence of a higher propensity to
move among the more economically advantaged. Others have dem-
onstrated that, the more economically affluent communities pos-
sess more mobile populations in terms of both past and future
mobility (Rose, 1958).

Many studies have examined hierarchical structures in the

work force and its effect on geographic mobility. Mobility has
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been examined by occupation (Tafver, 1964), by skill level
(Bancroft and Garfinkle, 1963), by income group (Lansing and
Mueller, 1967), and by white collar versus blue collar (Willis,
1972). However, no study has attempted to examine how the stra-
tified labor market affects geographic mobility. This study will
undertake this task. By utilizing longitudinal data, this study
will investigate a more dynamic concept of work force hierarchy

and observe its effect on geographic mobility.

Purpose of the Study

This study will examine the geographic mobility of workers
in the context of the dual labor market., It will seek to de-
termine how the institutional rules and customs of the internal
labor market affect geographic mobility. It is hypothesized that
geographic mobility among members of the respective segments will
differ markedly.

Of course, initially a consistent, reliable method must be
employed to categorize the workers into meaningful segments.

This study will present and utilize such a method. A more con-
crete categorization schema will be provided which will make the
dual labor market model more deterministic.

The primary concern of most dualists has been empirical.
Their methodology has been depicted as sketchy, vague and diverse
if not internally conflicting (Cain, 1976). Further, "No rule is
provided to designate which jobs go into one or the other sector"

(Cain, 1976, p. 41). This study will provide such a rule and
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demonstrate that this rule provides a categorization scheme that
is consistent with the tenets of the basic segmented labor market
model.

All previous studies have employed judgment in assigning
workers to segments,

I suggest, however, that until the SLM theories are
formulated more explicitly and precisely, the empirical
rather than methodological challenges provide more useful
topics for debate (Cain, 1976, p. 1230).

This study advances a classification method whereby the dual
labor market model is provided a more deterministic buttress.
Additionally, after categorization into sectors, this study will
examine the differential migration patterns among the workers of
the respective sectors.

Chapter II will present a review of the relevant literature,
and where appropriate, indicate how the current research will
build upon these studies or, in some cases, how this research
will address issues not considered by the past studies. Chapter
III will identify the propositions that will be tested and the
methodological framework of the analysis to be found in subse-
quent chapters. Chapter IV will identify the data to be employed
and the mathematical models and estimation techniques to be
utilized. Chapter V will present the empirical results and .

Chapter VI will provide probable policy implications and con-

cluding remarks.



CHAPTER II

PREVIOUS STUDIES

Past studies exploring worker mobility have either examined
labor market segmentation with scant attention paid to the geo-
graphic dimension of segmentation or have looked almost exclusively
at the geographic element ignoring the segmentation issue. Thus,
research has been clearly demarcated into two distinct subdis-
ciplines--labor economics and regional economics., This chapter
will review past literature similarly. The first section will
discuss those studies that address occupational mobility while
section two will review past research that examines geographic

mobility.

Segmentation of the Workforce--the Occupational

Mobili;y:gg_Workers

Controversy and disagreement have marked the field of labor
economics over the past two decades. During the 1960's, the human
capital approach provided the framework for the massive education
and training programs that ushered in the "Great Society." During
and subsequent to the disputed failure of these programs, many non-
traditional labor economists developed models that provided alter-
natives to the human capital model. These models sought to account
for the argued ineffectiveness of human capital programs. These
non-traditional economists attempted to provide models that they
perceived more clearly portrayed the United States' labor market.

16
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_However, the human capitalists did not surrender nor were their
theories at a loss to explain past manpower program failures. The
fight persists. Each side has provided studies that vitiated the
assumptions and claims of the other.

The segmented labor market theorists have provided the most
serious challenge to the human tapitalist's labor market model.
Though the contenders have presented no unified, ubiquitous al-
ternative to the human capital theory, they have offered other
plausible éxplanations of labor market behavior,

In an attempt to bolster their claims, the dual labor market
theorists have relied almost strictly on observed behavior of
workers in the labor market, Basic to their formulation of an
adequate competing program or theory have been empirical tests of
the alternative models., Fundamentally these labor market research-
ers have attempted to determine the extent of segmentation within
the United States labor market. These studies proceed from the
categorization of>workers into segments to a test of the degree of
mobility among the segments,

Of course fundamental to all of the studies addressing stra-
tification within the labor market has been the categorization of
workers into meaningful segments, Studies have relied upon income,
(Andrisani, 1973; Schiller, 1977; Lowell 1978), occupation (Osterman,
1975; Mayhew and Rosewell, 1979), industry (Morley, et al., 1979;
D'Amigo, 1978; Oster, 1979) and a combiﬁation of industry and

occupation (Rumsberger and Carnoy, 1980).
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Of the studies testing the dual labor market model, research-
ers often cite the work performed by Paul Andrisani. In this
study, Andrisani, ignoring education level, differentiated sec-
ondary and primary jobs according to average earnings by three-
digit occupational category: those occupations with an average
income above the overall median fell in one segment and those below
feli in the other segment. He concluded that the likelihood of
movement fromlthe secondary to the primary market was greater than
secondary market confinement. Though Andrisani did conclude that
race and social environment were important and destine some workers
to the secondary market, he argued that these factors were insuf-
ficient to vitiate the neoclassical thesis. However, Andrisani's
study suffered from two factors:

1) The assignment of jobs to the secohdary or primary sector
based upon average earnings by occupation ignores the diver-
sity among workefs within an occupation as to earnings, job
stability and working conditions.

2) The hypothesis of barriers to occupational mobility and
feedback phenomena deal with behavior over time., Thus, it is
inappropriate to use cross-sectional data to test for upward
mobility, as Andrisani has.

Bradley Schiller (1977), also using income as a method of
categorization, constructed a dynamic model to test for the extent
of mobility or stratification in the labor ma?ket. Employing
longitudinal earnings data, he demonstrated that there is extensive

mobility of United States' workers., By utilizing relative earnings
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mobility as an indirect test of alternative earnings functions,
Schiller negated the existence of a dual earnings function. As
stated by Schiller (1977, p. 927):

Of the models tested, the on—the—job training (OJT)
variant of human capital models stands out in this re-

gard, while serious doubts emerge about those models

that postulate varying degrees of segmentation or im-

mobility.

Schiller assigned workers to cohort groupings by average
yearly earnings. He then measured the probability of changing
membership in a cohort group by observing changes in the mean
level of earnings for a subsequent year. However, Schiller did
not take into account hours worked. In other words, some of those
who exhibited upward mobility may have been simply changing
employment status from part-time to full-time. Additionally he
did not segregate college students, military and others whose work
force experience and patterns of earnings are apt to differ
markedly from other members of the work force.

Many other theorists have utilized occupation as a scheme for
categorizing workers into distinct segments. Thus, if a worker
moves from an occupation in the secondary sector to omne in the
primary sector, one would accept this movement as supporting
evidence for the existence of upward mobility in the work force.

Categorizing workers by occupation, Paul Osterman (1975)
found a wage-setting process that differed substantially among
segments. His research supported the existence of a segmented

labor market. By establishing the independence of earnings,

experience and formal education for workers in the secondary
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sector, Osterman refuted one of the major contentions of the human
capital theorists--that by investing in themselves, workers will
improve their earnings. Osterman, using cross-sectional data,
uncovered a flat earnings/age profile in the secondary sector.
This is, of course, inimical to the human capital theory of the
job market if one assumes that workers become more proficient in
their work with greater job experience.

Osterman argued that segmenting the labor market into two
parts leaves a primary sector of enormous variety, Thus, Osterman
divided the primary sector into an upper and a lower tier.
Osterman's upper tier consisted of those, normally professionals,
who earn higher pay, possess greater promotional opportunities and
experience greater job autonomy. These workers, according to
Osterman, demonstrate turnover patterns very similar to secondary
workers, Osterman's lower tier is generally considered to be
well-paid blue-collar workers who possess little job autonomy and
experience little participation in the work process but possess
job specific skills,

He found that the earnings of the workers in the secondary
sector were primarily dependent upon time worked and were sub-
stantially independent of experience and formal education. That
is, one would expect to observe a relatively flat earnings/age
profile in the secondary sector.

However, Osterman's research has been subsequently denounced
by both human capital theorists and dualists. William Kruse

(1977) argued that Osterman's techniques served to bias downward
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the estimated effect of human capital variables on earnings.
Kruse insisted that the method of categorizing workers into
primary and secondary segments,.based upon low wages and job
instability, truncates the dependent variable, earnings. This,
according to Kruse, leads to a downward bias in the coefficients
of the independent variables age and education when earnings are
regressed against these two variables. Thus, one would expect to
see low values for the coefficients of the independent variables--
age and education. Kruse stated that Osterman erred in other
important aspects. Since Osterman examined omnly those who remain
within the secondary sector, he ignored one of the main reasons
for human capital investments--to move to the primary sector.
Hence, according to Kruse, the results generated from Osterman's
secondary group say little about the efficiency of human invest-
ment programs among secondary workers, Moreover, argued Kruse,
the omission of a variable representing experience bilased the
estimated coefficient of schooling downward since schooling and
experience are negatively correlated and both are'positively
correlated to earnings.

In a further assault on the Osterman study, Langley (1979),

reproducing Osterman's work, found that the coefficients of both
age and education were significant in a regression equation ex-
plaining earnings in the secondary segment. In fact, Langley

concluded that a year of education returns more in the secondary

sector than in the primary sector.
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However, in a rejoinder, Osterman argued that Langley made
several errors en route to his conclusions. First, stated Osterman,
Langley erred by including students-—a group whose traits and
supply side characteristics differ dramatically from other members
of the secondary sector where they are likely to be concentrated.
Second, Langley constructed a full-time dummy variable for those
persons with more than 42 weeks of employment averaging thirty or
more hours per week. However, census categories of weeks worked
per year include 27-39, 40-47, 48-49 and 40-52. Thus, utilizing
weeks as the cutoff biases the results, contended Osterman.

Casting further doubt on Osterman's methodology and conclu-
sions, Mayhew and Rosewell (1979, p. 86) stated that ", .
Osterman's analysis is illegitimate unless he tests whether there
is mobility between the segments.”" They concluded that there is
insufficient evidence to warrant an occupational segmentation or
stratification of the labor market. By comparing three digit
occupational codes at several points in time, thef found mobility
.at every point on the occupational distributionm.

However, several factors diminish the significance of their
findings. First, the use of occupation as a method of categori-
zation ignores the fact that mahy occupations exist in both what
is normally thought of as the secondary sector and what is usually
perceived to be the primary sector. Second, since college stu-
dents and other non-traditional workers (part-time, military,
etc.) are included in their analysis, the possibility of upward

mobility is likely exaggerated.
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Other researchers have used industry as a categorization
technique. Dividing the labor market into core (primary) and
periphery (secondary) sectors Beck, et al. (1978, p. 704) ". . .
find substantively and statistically significant differences in
labor force composition and economic status between core and pe-
riphery industrial sectors." By allocating to the core sector
those industries with high unionization, high levels of capitali-
zation, lgrge profit margins and market concentration, Beck, et
gi.‘concluded that earnings differences between individuals were
statistically explained more fully by structural factors rather
than the individual factors relied upon by human capital theo-
rists. And Beck, et al. found that employment in a core or
periphery industry was the most important of the structural
factors in explaining earnings differentials,

Bibb and Form (1977) also found structural factors (occupa-
tion, industry, unionization, etc.) to be more important than
individual factors (age, education, experience, etc.) in explain~-
ing income. The structural hypothesis proposes that workers are
denied access by societal action on the part of employers, unions
and other social or political groups. Assigning industries to
core or periphery using the same criteria as Beck, et al., Bibb
and Form (1977) computed an average annual earnings disadvantage
of $3,057.97 for workers in the periphery sector., Further, they
found a worker would gain $1,037.49 annually by being located in

the core sector rather than the periphery. The latter figure
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holds occupation, education and other individual characteristics
constant while the former does not.

Still others have used race or other individual measures of
work force disadvantage to assign workers to segments or to test
a segmented version of the labor market., By making the assump-~
tion that black workers were disproportionately confined to the
secondary sector, Duane Leigh segmented the work force into pri-
mary and secondary workers by race. He found that the impact on
earnings of interfirm and interindustry occupational mobility did
not appear to be systematically larger for whites than blacks.
This finding, he argued, cast doubt on a more literal interpre-
tation of the dual labor market model (Leigh, 1976). |

Rocha (1966), employing a similar method of categorization,

‘discovered evidence contradictory to Leigh. Analyzing the Baltimore,

Méryland labor market, Rocha divided his sample into two groups of
workers—--one white, the other black. In his sample, blacks ex-
hibited a large amount of shifting about in the labor market,
However for blacks, these moves had little effect as far as oc-
cupational upgrading was concerned. At the end of five and one
half years, three-fourths of the blacks who accepted their initial
jobs as unskilled remained unskilled. 1In contrast, a majority of
the white workers were classified as skilled at the beginning and
end of the sample period.

But Freiman (1976), examining the mobility of disadvantaged
workers, did not ummask restricted mobility for these workers.

His analysis centered on non-white youths with less than twelve




25
years of education. His regressions did not reveal restricted
upward mobility for these disadvantaged youths who were placed
initially in low quality jobs. Accordingly, Freiman asserted that
a fairly rigorous'definition of the dvual labor market model was
not a particularly useful characterization of reality.

But is segmentation of the labor force a racial or sexual
phenomenon? Though the theory of the proponents of labor market
segmentation does not constitute a single, unified alternative to
neoclassical theory, most would assert that race and sex are only
two among many factors that account for segmentation. The tests
employing race or sex as a method of categorization are in fact
not testing a dual labor market but are in fact testing different
experience in the labor market by race or by sex. They become
nothing more than models testing discrimination in the work force.

In another study Leigh (1975) examined the mobility patterms
of a large sample of young men, He found that among this group
there was a considerable amount of occupational upgrading. He
found a positive correlation between education or vocational train-
ing and upward mobility. He further argued that structural factors
such as region and industry were insufficient causal forces to
prevent upward mobility on the part of the worker who chose to
undertake human capital investment,

Though members of the opposing sects have produced a wealth of
studies to validate their claims, each side remains steadfast in

its convictions. The segmented labor market theorists as "the new
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kid on the block" fight the uphill battle. As a primarily empiri-
cally based theory, the DLM theorists have pointed to the failures
of the human capitalists to explain: 1) the persistence of pov-
erty, 2) the failure of public education and training programs to
alter the distribution of income and, 3) the persistence of racial
inequality and discrimination. With the advent of better data sets
which provide accurate longitudinal information on the work history
of individuals, the dual labor market theorists of the 1980's can
more easily demonstrate the adequacy of their research program.
This study will take a step in that direction.

The next section will review the more important research on
geographic mobility as it relates to the work force and as it

applies to factors examined in this study.

The Geographic Mobility of Labor

Economists have generally tackled the analysis of labor mi-
gration as a special case of income maximization.

The results indicate that the pattern of geographic
mobility of workers may be explained as if individuals
considered the benefits and costs of moving in the con-
text of a general investment problem. Higher net out-
migration rates are found for those population subgroups
which stand to gain the most from moving, as well as for
blacks and for the very poor (Bowles, 1970, p. 361).

But most migration researchers concede that the income maxi-
mization models work well for some groups but fail miserably for
other groups., For example, it has been demonstrated that repeat

movers appear to react differently to economic stimuli than primary

movers (DaVanzo, 1976). And both of these groups exhibit migration
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- patterns different from those of return migrants. Additionally,
other researchers have empirically validated differential migra-
tion patterns among the races (Persky and Kain, 1970). Still
others have looked at migration and employment status and found the

unemployed to be more apt to move, ceteris paribus (Saben, 1963).

Studies, in general, have depicted migration as a function of
the characteristics of the individual, characteristics of the
region and difficulty of the journey. Of course, paramount among
the personal characteristics of the individual is his/her position
in the labor market., This study will demonstrate that this posi-
tion is more adequately reflected by the worker's sector or tier.
The subsections that follow will discuss the factors that affect

the decision to migrate.

Work Force Hierarchy. According to Katz (1958), workers,

largely professionals (a subset of primafy sector), tend to keep in
touch with colleagues with whom they worked at one time. Thus,
these workers establish themselves in nationwide "networks of
contacts.”" Of course, individuals use these contacts extensively
when searching for a job. These occupational networks provide
researchers with leads as to the magnitude and incidence of migra-
tion.

Not surprisingly, Pihlblad and Gregory (1957) established that
the professional possessed the highest propensity to migrate and
tended to travel the greatest distance in search of a job. In

their study, they found that while nearly one-half of the entire
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male population resided in the county of their public school at-
tendance, only one of eight professionals so resided. And in terms
of distance migrated, about 40 percent of the professional men had
moved beyond the state boundaries while only 25 percent of all
males had moved beyond the state boundary.

A. R. Miller (1960), likewise, discovered that white profes-
sional workers possessed the highest propensity to migrate of all
groups 1n every age category save one. Tarver's study (1964) also
confirmed that professional workers possesséd the highest propen-
sity to migrate among ten occupational groups. Additionally, he
established that professionals and semi-professionals tended to
move the greatest distance. Disaggregating to the county level,
Tarver concluded that farmers, farm managers, craftsmen, foremen,
kindred workers and operatives are the least mobile. Of the twelve
occupations in Tarver's high propensity group, none were in manufac-
turing whereas ten were categorized as professional, And of the
twelve occupatioﬁs in the low propensity group, five were in manu-
facturing.5 0f course, since labor market boundaries are seldom
coincident with county boundaries, Tarver's ability to distinguish
between intra-market moves and inter-market moves was severely
limited., This study will eliminate this problem by aggregating to

labor market areas.

5This finding is consistent with hypothesis number one of
this study. Essentially this hypothesis states that mobility will
be lowest among those workers who are employed in an internal
labor market. It is quite likely that these internal labor mar-
kets are more pervasive in manufacturing.




29

Confirming the higher propensity to migrate among the profes-

sionals, the Current Population Survey One-Year Mobility Studies

showed migration rates highest at the top and at the bottom of the
occupational ladder. But when longer time periods were used, the
measured propensity to migrate of those at the bottom of the oc-
cupational scale dropped because a great deal of their mobility was
circular. Five year rates were more sensitive to permanent, one-
way mobility that characterized professional iabor.

Of course, the migration rates among individual occupational
groups (two digit SIC code) vary considerably from that of broad
occupational classes (one digit SIC code). For example, among the
professionals, those occupations that require heavy investments in
capital equipment or the building of clientele generally exhibit
low migration rates (Ladinsky, 1967). These occupations include:
lawyers, physicians, dentists, pharmacists, photographers, archi-
tects and funeral directors. On the other hand, those who work in
organizations that are geographically scattered are characterized
by high migration rates (e.g. teachers), when disaggregated to the
county level.

This study will investigate the importance of work force class
structure on the decision to migrate. This study will seek to
demonstrate that broader measures of segmentation more clearly

match a priori expectations.

Education. Greater levels of education will, ceteris paribus,

increase the propensity to move geographically. "Employment infor-

mation and job opportunities are both expected to increase with
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increased education" (Greenwood, 1969, p. 406). And Bowles (1970),
who examined migration in the context of investment decision-mak-
ing, proposed that education increases the responsiveness of indi-
viduals to economic differences between regions. Thus, equipped
with more opportunities and more information about far-away areas,
the better educated individual is more apt to abandon his/her
current residence in pursuit of these opportunities,

Additionally, Schwartz (1973) found that the deterring effects
of distance declined substantially with education. He attributed
the negative impact of distance on migration as emanating from
diminishing information. And in a subsequent study, Schwartz
(1976) proposed that a firm's area of search for workers to perform
a certain job increases with the level of education required by the
job. Additionally, he concluded that the higher the level of
education of the individual, the larger the area searched for a
potential job. And Folger and Nam (1967) concluded that the poorly
educated were almost as likely to be involved in a short-distance
move as the well-educated. Supporting this distance/education
correlation, Saval and Hamilton (1965) showed that there was a
positive correlation between migration and education which became
stronger as the distance between origin and potential destination
increased,

But the coefficient of the education variable has been com-
puted és negative for certain subgroups. Schlottmann and Herzog

(1981), in a disaggregate model, computed a negative coefficient
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for the variable, years of education, when they examined the deci-
sion to migrate of the unemployed worker who had not moved pre- '
viously.

Living within their states of birth and having little

or no mobility experience, this latter cohort is prob-

ably much more tied to the origin state through such fac-

tors as friends and relatives than are the unemployed

with prior mobility (Schlottmann and Herzog, 1981, p. 596).
In their estimated regressions on the pooled data, they estimated a
negative, statistically significant value for the coefficient of
the education/unemployment interaction term for the worker with no
prior moves. This indicated that the better educated, unemployed
worker, who had not moved previously, was less likely to undertake
a geographic move than his/her less educated counterpart.

Since employment status and prior mobility are controlled for
in thié study, it is expected that a positive correlation between

the level of education and the probability of migration should be

observed,

Age. Numerous studies have substantiated the negative rela-
tionship between age and the propensity to migrate (Gallaway, 1969;
Schwartz, 1973; Kau and Sirmans, 1977; Lowry, 1966). It is pro-
posed that since older persons have less time in which to realize
the economic benefits of migration, their return on migration is
lower (Greenwood, 1975). Additionally, Gallaway (1969) proposed
that family ties and community relationships were factors that

became more inhibiting to the potential migrant as he/she grew

older. Gallaway computed that in order to undertake a geographic
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move a worker needed $85 to compensate him/her for each additional
year of age, other things equal. As stated by Sjaastad (1962, p.
85), "Since people are often genuinely reluctant to leave familiar
surroundings, family, and friends, migration involves a psychic
cost.,"-

Not only do older workers have a shorter time horizon in which
to enjoy the economic benefits of migration, they also experience
greater variability in returns to migration.

Both the greater variability of returns to migra-

tion at a late age, and the probable overstatement of

expected returns among older workers lead to the same

conclusion; we expect that the effect on the migration

rate of the expected lifetime income gain from moving

is greater for younger workers (Bowles, 1970, p. 358).

And Schwartz (1976) proposed that the area of job search is
governed by the earnings function of the individual and thus is a
function of the age and education of the worker. He concluded that
for any education level, migration declines with age. However,
Schwartz concluded that the rate of decline is greater for the
better educated. This follows from the assumption that workers'

skills specific to an occupation rise over time at a rate which
increases with education.

And in a recent study, Schlottmann and Herzog (1982) found
that increasing age negatively affected the propensity to migrate
for both the repeat and non-repeat mover,

Morgan and Denton (1975) in a study analyzing the migration
patterns of East Tennesseans found that heads-of-household's
psychic costs of moving increased $67 for each additional year of

the respondent's age.
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Since distance between origin and destination affects both
"information and psychic costs, one should observe a decrease in the
age elasticity in the estimated migration equation when the dis-
tance variable is entered. Nonetheless, virtually all past studies
in migration have computed a negative coefficient for the age
variable in the estimated migration equation regardless of other
variables included.
0f course, part of this negative effect is due to job specific
training received on the job and to benefits that accumulate with
greater job tenure. That is, the cost.of switching occupation
and/or industry increases with age (Schwartz, 1976). Since this
study will incorporate an independent variable measuring job ten-
ure, and an independent variable to account for occupational
change, the measured negative impact of age should be less in the
estimated migration equation, Additionally, since the variables
education; home ownership and prior mobility will capture much of
the psychic costs involved in a move, this study should more ac-

curately demonstrate the psychic costs due directly to age.

Prior Mobility. The influence of prior mobility on current

observed mobility pattefns has absorbed much of the attention of
migration researchers (DaVanzo, 1976; Kau and Sirmans, 1976;
Vanderkamp, 1968). Navratil and Doyle (1977), in their disaggre-
gate model, found that people who have moved at least once were
much more likely to move again. And H. T. Elderidge (1965)

estimated that for persons five years and older, the probability of
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a primary or first time move was .06 while the probability of a
repeat move was ,18.

Intuitively this empirical observation makes good sense.

Since new or first time migrants are likely to possess less in-
formation about potential destination areas, one would expect to
observe a lower propensity to move on their part. In her study of
labor force migration for the periods 1955-60 and 1960-65, Julie
DaVanzo (1976) found that those who had previously moved at least
once were much more likely to move Eégain) than those who had not
previously moved. She computed a migration rate of 1.4 percent for
first time migrants and a rate of 15.90 percent for repeat movers.

This study, in order to measure the effect of prior mobility,
will compare current residence by Bureau of Economic Analysis labor
market area (BEA) to the labor market area of birth (BEA).

These areas were constructed in 1969 by the Bureau of Economic
Analysis [then known as the Office of Business Economics (OBE)].
This agency demarcated functional economic areas in order to facil-
itate their analyses and to formulate economic projections. 1In
metropolitan areas, Standard Metropolitan Statistical Areas (SMSA's)
were chosen where possible. And in non-urban sections of the
country, where there were no metropolitan areas, citiles with a
population of 25,000 to 50,000 were chosen as appropriate economic
centers provided that the city formed a wholesale trade center for
the outlying area and provided that the population of the area was
at least 200,000, 1In rural areas, counties were combined according

to journey to work information to form economic areas. After the
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identification of economic centers, counties were allocated to the
approximate center (Olsen, et al., 1977, p. 2-1).

Utilizing this method, each area tends to include the place of
work and the place of residence of its labor force and qualifies as
a labor market. The Bureau of Economic Analysis, accordingly
constructed 173 functional economic areas which include all of the
land area of the fifty states of the United States. In the curreﬁt
study, only those areas within the forty-eight contiguous states
and the District of Columbia were considered. A map of the 173 BEA

areas 1s illustrated in the Appendix Figure A—l.6

Home Ownership. Family and community ties decrease the migra-

tion probabilities of inhabitants within a labor market. Cer-
tainly, home ownership should serve well as a proxy variable for
these bonds. With home ownership, one is likely to feel more
allegiance to his or her community. Additionally, the difficulty
of selling and buying a home restrains many from undertaking a
geographic move.

As stated by Nghiep (1981, p. 65):

The overall empirical results on the relationship

between migration and personal characteristics suggest

that individuals whose socioceconomic position is not well

established yet--unmarried, unemployed, not owning a

house--have a higher propensity to migrate.

In each of his estimated migration equations, he computed a nega-

tive coefficient for the variable home ownership. And in most

6These BEA economic areas have since been redefined.



cases the coefficient was significant at the 99 percent level of
confidence, Lansing and Mueller (1967, p. 15) reported that:
Of heads of families who moved in the last five
years, 30 percent owned or were buying their homes.
This percentage is about half the proportion of home
owners in the population at large. It seems, there-
fore, that home owners are less likely to move.

This study will employ a binary variable in the estimated migration

equation to account for home ownership.

Income. Higher levels of real wages affect migration proba-
bilities in several ways. A higher income can more readily finance
the out-of-pocket costs of a geographic move. In addition, higher
income can more adequately finance the costs of job search in
another geographic area. In contrast to these two factors which
increase the probability of a geographic move, higher real wages
and the probability of moving geographically may be negatively
related for some since as an individual moves up the promotional
ladder he/she is likely to attain higher wages and more job spe-
cific skills which limit mobility. This also increases the op-
portunity cost of unemployment. However, since this study includes
a variable to reflect job tenure, this negative impact of income on
the propensity to migrate should be reduced, thus more adequately
reflecting the relationship between income and the propensity to
move geographically.

Most aggregate models have estimated a negative and signifi-
cant relationship between family income and total out-migration

within a region (Miller, 1973; Morgan, 1976; Navratil and Doyle,
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1977). Bass and Alexander (1972) found a positive but insignifi-
cant relationship between 1950-1960 net interstate migration rates
and earnings for both blacks and whites. And Cebula and Vedder
(1973) documented a slight but positive correlation between 1960-
1968 net migration and per capita income for 39 SMSA's. In their
disaggregate model of interstate migration between 1965 and 1970,
Schlottmann and Herzog (1981) computed a negative ébefficient for
the income variable for each subgroup except for the unemployed;
first~time mover.

Thus, it appears that the degree of aggregation exerts an
important influence on the sign and statistical significance of the
coefficient of the income variable. Navratil and Doyle (1977)
investigated the sensitivity of empirical re;ults to the level of
aggregation., They concluded that the effect of personal char-
acteristics on the decision to migrate is highly sensitive to the
level of aggregation. Aggregation reduces the amount of variance
in any variable,

Also, the choice of a spatial area should affect the elas-
ticity of the income variable in the estimated equation. It is
likely that the elasticity of the income variable will decline as
the size of the spatial area declines since the financing of the
out-of-pocket costs will be smaller and since the cost of job
search is likely to be lower. That is, the selection of smaller
spatial areas will mean the inclusion of more short distance moves

where income tends to exert less influence.
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This study, by separating iabor or wage income from other
types of income, will be able to more clearly identify the labor
market factors that inhibit or encourage geographic mobility.
Additionally, since income for each member of the household is
separately identified in the data set, this study can more clearly

investigate the effects of income on geographic mobility.

Employment Pressure. In its simplest form, neoclassical

theory proposes that workers, attempting to maximize economic gain,
will move away from those areas where economic opportunities seem
the least and toward those areas where economic opportunities
appear greatest. To quote J. R. Hicks (1932, p. 76), ". .
differences in net economic advantages, . . . are the main causes
of migration."

Thus, one would expect to observe a higher probability of mi-
gration from those areas with high unemployment rates. However,
the evidence has been at best ambiguous and in many cases the
observed patterns have been in the opposite direction of expecta-
tions. As stated succinctly by Greenwood (1975, p. 411), "One of
the most preplexing problems confronting migration scholars is the
lack of significance of local unemployment rates in explaining
migration."

In several of the studies, investigators have computed higher
in-migration rates into areas with higher unemployment rates
(Greenwood, 1969; Rogers, 1967; Wadycki, 1974). Others determined

the unemployment rate to be statistically insignificant in the
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estimated migration equation (Gallaway, 1967; Fabricant, 1970;
Miller, 1973). Only a few have found the variable to possess thé
expected sign and to be statistically significant. In these few
studies, the expected relationship held only for certain subgroups
(Lowry, 1966; Sommers and Suits, 1973).

Several factors likely account for this lack of correspond-
ence, First, the failure to account for prior mobility could
provide part of the justification. As pointed out by Miller
(1973), in-migration rates and out-migration rates are positively
associated, Miller argued that those areas with high historical
in-migration rates possess populations that are much more likely to
move again.

Second, due to the small gize of the unemployed work force
relative to those who are at risk to migration, a change in the un-
employment rate is likely to mean very little to the migrant or to
the potential migrant. This is especially true since in most cases
the migrant has a job before he/she migrates (Gréenwood, 1975, p.
411).

Third, for many parts of the United States, unemployment rates
are not very reliable measures of labor market tightness. For
example, some areas of the country have a higher percentage of
discouraged workers who are not counted among the unemployed but
who are more likely to migrate. Additionally, the use of begin-
ning-period unemployment rates or end-of-period unemployment rates

is likely to be an unreliable measure of labor market tightness
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when the dependent variable spans a period of time five or more
years in length. Muth (1971) demonstrated that a serious simul-
taneity problem may exist in migration studies that use end-of-
period unemployment rates. With the use of a single equation model
along with the end-of-period unemployment rate, Muth contended one
introduces serious specification bias.

Fourth, many studies made the assumption that the state was an
integrated labor market (Miller, 1973). While SMSA's and BEA areas
are sufficiently integrated and homogenous to serve as proxies for
local labor markets, states are not (Morgan, 1976). Thus, the use
of one overall unemployment rate for each state (e.g. California)
certainly diminishes the importance of findings derived from such a
study and can account for the lack of a significant relationship
between area unemployment and geographic mobility.

This study should circumvent or minimize the effects of the
aforementioned since (1) a variable is inserted to account for
prior mobility; (2) a variable is inserted to account for employ-
ment status; (3) a one year time span is used, thus simultaneity
problems are minimized; (4) BEA economic areas are employed to
serve as local labor markets.

But if the unemployment rate has been proven of dubious value
in a regression equation explaining migration, what variable will
more adequately capture the tightness in the local labor market and
its effect on migration?

Fields (1976) contended that turnover is a more encompassing
measure of labor market opportunities or tightness within a local

labor market.



Migrants, however, are presumably more concerned
about turnover in the labor market and would be expected
to pay much more attention to the rates at which hiring
for new jobs 1s taking place, currently employed workers
are losing or leaving their jobs and the like (Fields,
1976, p. 408).

Fields concluded that net labor force migration into twenty
SMSA's was significantly affected by work force turnover. The
variable turnover possessed the expected sign and was statistically
significant in the estimated regression equation. However, since
turnover rates are available only for manufacturing and unobtain-
able for many BEA areas (43 in 1977), most studies have not used
this variable,

Migrafion studies have, in most cases, found the variable,
employment growth or some variant of it, to be an Iimportant vari-
able in describing both net and gross migration. In fact some
studies have shown it to be the most important explanatory variable
in the estimated migration equation (Blanco, 1963; Muth, 1971).
Others have found the variable to be strongly correlated with net
migration (Olvey, 1972; Greenwood, 1973). Employment growth, of
course, serves as good proxy for Fields' turnover variable.

Lowry, egamining 1950-60 migration for 52 of the largest
SMSA's, calculated that an increase in the ratio of employment to
working age population significantly encouraged net in-migration
into an area, But some researchers have computed a positive rela-
tionship between employment growth and the out-migration rate.
Edward Miller (1973) contended that the failure to control for the

propensity to migrate accounts for the failure of these researchers
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to compute a significant and negative correlation between employ-
ment growth and the out-migration rate. Investigating the deter-
minants of out-migration from Standard Metropolitan Statistical
Areas (SMSA's), and controlling for the propensity to migrate with
the use of the in-migration rate as an independent variable, Morgan
(1976) found that the variable, employment growth, was highly
significant gnd possessed the expected sign.

| And in their disaggregate and aggregate models, Navratil and
Doyle (1977), found a significant and positive correlation between
employment growth over the period 1965~70 and the in-migration rate
for their aggregate model and the propensity to migrate for their
disaggregate model,

Researchers recognizing the dearth of good data on job vac-
ancles have utilized some measure of émployment growth as a proxy
for job opportunities in a labor market (Greenwood, 1973).
Greenwood argued that the ratio of employment to population éf work
force age provided a more representative index of labor market
tightness within a labor market. He contended that where the labor
force participation rate is wage rate elastic, the unemployment
rate becomes very dependent upon prices and wages. This effect is
minimized when the employment index [hereafter referred to as the
employment pressure index (EPI)] is employed. This study will
employ this index as a measure of slack or gightness within a local
labor market,

This index has served to successfully capture tightness within

the local labor market in several studies., Researchers at Oak
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Ridge National Laboratory (Olsem, et al., 1977) have employed this
index to project regional economic and demographic changes. They
found the index to perform adequately as a proxy for labor market
opportunities within the local labor market.

And Schlottmann and Herzog (1982), employing a variant of this
index,7 found that, as expected, a larger work force relative to
employment encourages out-migration from a region. The coefficient
of the employment pressure index was positive and statistically

significant.

Tenure. Specific training is defined by Becker (1964) as
training that increases the marginal productivity of the worker in
.the training firm more than other firms. Thus, as an individual
works for a firm, he/she, in many cases, acquires skills that are
more valuable to his/her current employer than other potential
employers. Ordinarily, the employer, in order to minimize the cost
of turnover, will provide a premium for this skill even though it
is not saleable elsewhere. Thus, one would expect to observe a
negative relationship between job tenure and the propensity to
migrate.

Donald Parsons (1972, p. 1121) demonstrated that:

large investments in firm-specific human capital
either by the firm or the worker are likely to lead to

reduced labor mobility, since the economic cost of work-
er-job separations is increased.

7POpulation of working age (14 or over) divided by the level
of employment,
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With a greater reluctance to leave a firm with the passage of time,
one should then observe a negative relationship between employment
tenure and the propensity to move geographically.

This study, utilizing months of tenure with the worker's
current employer, will examine the impact of job tenure on the
propensity to move. For some workers (primary), the variable
tenure will pick up part of the negative or inhibiting force of the
acquisition of job specific skills, while for others (secondary)

tenure should prove less inhibiting.

Employment Status and Changes in Employment Status. Lansing

and Mueller (1967) found that overwhelmingly, migrants gave eco-
nomic and occupational reasons for moving. And not surprisingly,
they found that individuals will be more prone to move with dra-
matic changes in employment status. These changes include: a)
moving from employment to unemployment or vice versa, b) promotion
or occupation upgrading within the firm, c) change in employers.
Lansing and Mueller (1967), concluded that each of these is an
important factor in explaining migration. They found that 18
percent gave reason (a) above as their motive for migration while
16 percent reported (b) and 17 percent voiced (c) as their motive
for undertaking a geographic move.

In examining interstate mobility 1965-70, by age-cohort
groups, Schroeder (1976) reported that of those individuals moving

in the 25-34 age group, 46.5 percent were changing occupations (at
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the one digit level)., This figure declined to 33.5 percent for
the 45-64 age group.

Young migrants as opposed'to older migrants give unemployment
or job search more frequently as a reason for migration (Lansing
and Mueller, 1967). Saben (1963) found the correlation between
employment status and migration much stronger among the young than
the old. However, Schlottmann and Herzog (1981) found no evidence
to support this age/employment status association in the estimated
migration equation. In a subsequent study, Schlottmann and Herzog
(1982) found that for the primary (first-time) and repeat migrant,
unemploymenf increased the probability of migration by nine and
eighteen percent, respectively.

Unemployed workers, of course, possess no employer specific
job skills. The acquisition of these skills should reduce the
probability that an individual will migrate. Employment results in
the procurement of valuable skills and expertise that are non-
transferrable. The most trivial of these skills would be the
learning of supervisors' and subordinates' names. Also these
unemployed workers have no pension rights or other benefits that
would be lost with a geographic move. In many cases these benefits
can become a substantial part of a worker's accumulated wealth.

Most previous studies have accounted for this bind to the
local labor market by including a dichotomous variable to capture
the worker's employed/unemployed status. This study will employ

such a variable., However, it is likely that the elasticity of this
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variable in the estimated migration equation will be lower with the
inclusion of -the variable, tenure.

Geographic mobility studies have provided both policymakers
and researchers with bountiful evidence of varying propensities to
migrate among various occupations. Many studies have demonstrated
that migration is motivated primarily by the search for occupa-
tional opportunity and that its volume and direction are influenced
by work possibilities. However, no study has examined geographic
mobility in the context of the dual labor market. No study has
attempted to examine the geographic mobility of such broad socio-
logical classes as primary and secondary workers. This study

attempts to fill that void.




CHAPTER III

HYPOTHESES TO BE TESTED AND

METHODOLOGICAL FRAMEWORK

The purpose of this study is to examine geographic mobility in
the context of a stratified labor market. This chapter will first
identify and discuss the hypotheses to be tested. Second, it will
delineatg the methodological framework to be employed in these

tests.,

Hypotheses to Be Tested8

Hypothesis One~-The propensity to migrate varies sig-
nificantly among members of the respective segments or
tiers., It is hypothesized that tier three workers
(secondary workers) will display the greatest tendency
to move geographically while tier two workers (lower
tier, primary workers) will manifest the greatest re-
luctance to move, Tier one workers are expected to ex-
hibit a higher propensity to move than tier two work-
ers but a lower propensity to move than tier three
workers,

The primary and secondary segments are differentiated pri-
marily by stability, or lack of stability, of workers and jobs in
the respective segments (Reich, Gordon & Edwards, 1973, p. 359).
Since jobs in the secondary sector are characterized by the pro-
vision of little job specific skills, poor working conditions and

little attachment between the worker and the job or firm, one would

8For each of the hypotheses ana of .05 will be employed. o
is the probability of failing to reject HO when it is false (Type
II error),

47
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expect workers in this segment to exhibit a readiness to move from
one employer to another employer or into and out of the unemployed

work force. Ceteris paribus, one would expect to observe a high

correlation between this change in work place or employment status
with changes in residence,

Workers in the primary sector, on the other hand, receive more
job specific training, experience better working conditions and
feel more of a sense of attachment to their current job or em-
ployer. This orientation or attitude is reinforced by the action
of the internal labor market., The internal labor market tends to
lock workers into a promotional ladder by rewarding those who
remain with their current employer and by penalizing-those who
change employers. The most rigid version of the internal labor
market model proposes that those who change employers must enter at
the bottom of the training ladder, a port-of-entry, with their new

employer. Thus, ceteris paribus, one would expect the primary

worker to be much less geographically mobile than the secondary
worker,

Additionally, within the primary sector, the workers in tier
one should manifest a higher propensity to move, geographically,
than members of tier two. These workers possess higher levels of
education, and a higher percentage tend to work in occupations
thought to exist in national markets when compared to workers in
tier two., With a higher percentage of workers in what is normally
thought of as blue-collar jobs, tier two workers will thus tend to

accept an alternative job within the local labor market.
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Hypothesis Two--Members of each segment respond differ-
ently to labor market tightness in regard to the migra-
tion decision. Ceteris paribus, it is hypothesized
that secondary workers will display a greater employ-
ment tightness elasticity in the estimated migration
equation.

Arthur Okun (1973, p. 208), in his seminal work, found that,
"The demographic groups experiencing the largest proportionate
increases in employment in a high pressure economy are secondary
workers . . . ." Further, he found that the industries that ex-
perience the greatest increases in employment are the high wage
industries, How does one resolve this apparent contradiction?
What one observes, according to Okun, is a significant movement up
the job ladder for the primary worker during a cyclical upswing or
a tight labor market, This of course provides slots at the bottom
of the ladder for entry by secondary workers., Thus, a tight labor
market is more apt to change the employment status of the secondary
workers as they move from unemployment to employment or from em-
ployment in the secondary market where internal labor markets are
weak or non-existent to employment in the internal labor market.
Additionally, since workers within the internal labor market or
primary sector (tiers one and two) receive greater quantities of
firm specific or job specific training, firms are reluctant to lay
these workers off during a contractive labor market and they are
likely tovpay these same workers a premium in an expansive labor
market in order to retain them (Parsons, 1972, p. 1121). Thus, one
should observe that workers in tier one and tier two are more

insulated from slack or tightness in the local labor market.
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Investigating the structure of the internal labor markets
within firms in Brazil, Morley, et al. (1979), sought to determine
how firms adjust the management of their work force in the face of
rapid growth in demand. Morley hypothesized that management would
fill jobs requiring high levels of job-specific skills (idiosyn-
cratic jobs) by promotion while these same managers would fill jobs
with low skill reqhirements by outside hiring. And as expected,
Morley, et al. established tha£ industrial sector firms with
extensive on-the-job .training possessed job markets marked by
restrictive entry.

In the United States, according to Morley, the supply of
unskilled labor is probably quite elastic, thus variations in
demand over_the business cycle would likely have a larger impact on
the labor turnover of the holders of unskilled positions rather
than those who possess idiosyncratic jobs.

Concurring, Perry (1972, p. 259) estimated that a decline in
the overall unemployment rate from five percent to four percent
resulted in a reduction of two and one~half to three percentage
points in the unemployment rate for teenagers, but a reduction of
only .7 to .8 percentage points in the unemployment rate for
mature males,

Relating this correspondence to the current analysis, one
would expect to observe a much lower response on the part of
holders of primary jobs to changes in employment pressure in

regard to the migration decision.
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But will members of tier one respond differently than members
of tier two in regard to the migration decision? Morley contended
that those occupations that are ordinarily thought of as requiring
a great deal of investment in general skills (engineers, account-
ants, managers, etc.) will exhibit higher turnover rates than those
who do not possess these high levels of general skills, Since tier
one members possess higher levels of general skills, it is hypothe-
sized that they will demonstrate a greater responsiveness to labor
force tightness in making a migration decision than those members
of tier two who possess lower levels of general skills, Thus, it
is hypothesized that workers in tier three will exhibit the great-
est elasticity followed by the tier one worker, Tier two workers,
on the other hand, will exhibit the lowest elasticity when the pro-
pensity to migrate is regressed against labor force tightness.

Hypothesis Three-~-Equal months of tenure with an employ-

er inhibit migration more among tier one and tier two

workers than tier three workers.

Though there is no consensus among dual labor market theorists
on what devices or factors account for labor market segmentation,
most argue that secondary workers receive less on-the-job training.
Instability among the work force accounts for this reticence on the
part of the employer to provide training. As stated by Doeringer
and Piore (1971, p. 152), "Because the work force is unstable the
employer has no incentive to invest in training." Additionally
they proposed that, ". . . the secondary employer is less reluctant

to lay off a worker since he has made no real investment in his
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training" (Wachter, 1974, p. 651). Continuing, "Employers in this
sector, anticipating high turnover, hire workers without much prior
screening, and provide little subsequent on—-the-job training"
(Wachter, 1974, p. 653).

Thus, tenure in the primary sector is more likely to be ac-
companied by more on-the~job training than an equal number of
months of tenure in the secondary sector. Therefore, workers in
the primary sector, recipients of job specific skills, will,

ceteris paribus, be reluctant to move geogfaphically since that

move would likely entail a change of employers and a loss in bar-
gaining position,

Also, longer tenure will be more likely to result in the
accumulation of non-wage benefits such as pensions, vacation
benefits, etc. for the primary worker. A geographic move by the
primary worker would likely involve the loss of these benefits. On
the other hand, secondary workers who receive less of these non-

wage benefits would be less reluctant to move, other factors equal.

Methodological Framework

Introduction. The major methodological task in conducting an

empirical investigation of labor market segmentation involves the
definition of segments. Reéearchers have employed numerous and
varied techniques. But dualists provide little guidance for the
research worker who seeks to classify workers into appropriate

sectors (Leigh, 1976, p. 156). 1In fact, no systematic technique
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has been presented by the dualists to segregate workers by tiers.,
This study provides such an analytical technique and rescues sector
designation from the amorphous, intuitive sphere that has marked
all previous empirical research.

Most previous studies have relied upon characteristics of the
worker as a method of categorization. However, the dual labor
market theory [DLM] is a "job" or "demand" oriented research
program (Wachter, 1974, p. 639). The DLM poétulates a division or
segmentation of the labor market based upon the characteristics of
the job or market., Since data on job traits is either unreliable
or unavailable, most studies have utilized the attributes of the
worker as a proxy for job or workplace characteristics. This study
will, likewise, utilize features of the worker as a method of

distinguishing segments.

Promotion and Segmentation. Since a salient feature of the

secondary sector is the lack of promotional opportunities (Wachter,
1974, p. 651), one could logically separate primary and secondary
workers by including in the primary sector only those workers who
have éxperienced a promotion during the time period being analyzed.
If one can postulate that an increase in real wages accompanies a
legitimate promotion, then secondary workers should exhibit a flat
age/earnings profile.
. . . a more general test of the dual labor market
thesis can be obtained by comparing age-earnings profiles
of advantaged and disadvantaged workers to see if the

former profiles rise more rapidly with age (Bosanquet
and Doeringer, 1973, p. 423).
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"Moreover because promotion is rare and high-wage employment
impossible to find, secondary workers exhibit a flat profile of
earnings across age groups" (Wachter, 1974, p. 653).

Accordingly, this study will utilize wage-upgrading as a
device to categorize workers and to examine workplace segmentation.
If a worker demonstrates, over the observation period (1969-1977),
positive real income improvement, then this worker will be clas-
sified as a primary worker., Otherwise, the worker will be clas-
sified as a secondary worker.

The use of'earnings improvement as a categorization device
captures two important features of employment in the secondary sec-
tor-—-the lack of promotional opportunity and job instability.

The problem is that as a consequence of low wages,

poor promotional possibilities and 'bad' jobs, individ-

uals choose not to work steadily on any one job. Fac-

ing only low costs of specific training and turnover,

employers, for their part, have no incentive to encour-

age stability (Wachter, 1974, p. 665).

Since the data set provides income from wages for a nine year
period, income improvement was computed simply by averaging real
wages for the first five years of the worker's income experience,

(1969-1973), and comparing that average with the average real wage

income for the final four years, (1974-1977).9

9In order to insure that the secondary sector does not include
those who are simply moving from full-time to part-time work vol-
untarily or who are moving into or out-of the labor force, this
study will consider only those workers who worked full-time or
part-time when full-time work was desired.
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This procedure, however, would likely result in the inclusion
of most older workers in the secondary sector. Mincer and others
conclude that most workers experience a decline in yearly income
with many years of labor force experience even though these workers
reside in what is typically thought of as the primary segment. In
his pathfinding study, Mincer (1974) found that for mostrworkers,
real yearly income rises, reaches a peak, then begins to decline
with years of work experience. Thus, to minimize the effect of
this phenomenon, it is important to exclude these older workers
from the study. The next section of this chapter discusses this
phenomenon and presents a method of eliminating the effects of this
feature of the worker's income experience in the categorization

schema.

Age Earnings Profile. Jacob Mincer, one of the pioneers of

human capital labor market theory, expounded what has come to be
the theoretical foundation of applied research investigating the
life cycle of worker's earnings. In his discussion of the earnings
profiles of individuals, Mincer (1974, p. 70) stated that:

. + . except for the initial years of gainful activity,

earnings are higher at higher levels of schooling and

increase with age through much of the working life.

As the worker gains more labor force experience, one should
observe steadily increasing income for the worker. This is due to
the fact that the worker is constantly acquiring or purchasing

training that increases his/her productivity and earnings. How-

ever, due to the limited years of working life, workers find it
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less advantageous to increase their level of human capital as they
approach retirement age. Therefore as the acquisition of human
capital decays, earnings growth stops and may in some cases beéome
negative. According to Mincer (1974, p. 28), "The absolute and
more consistently, relative rate of increase in annual earnings
diminishes with age, becoming negative, if it changes at all during
the last decade of working-life."

Mathematically:

kt = ko - bt 1
represents the decay of the stock of human capital with the pas-
sage of time where:

k = current dollar investment in human capital.

t
ko = installment of investment during the initial year of
work experience.
b = coefficient of decay.
t = time in years.

and Mincer demonstrated that the earnings function has the follow-

ing form:
T
InP_ =1nP +rS+r I k (2)

t s s P . t

t=1
where Pt = earnings in period t
PS = what the individual would earn if he/she
undertook no human capital investment,
r, = rate of return to schooling

S = level of schooling

r = rate of return to post-school investment
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Substituting (1) into (2), one obtains:

br 9
= + + -
In Pt In PS rsS rp koT _ER T (3)

Equation (3) is widely used to depict a worker's earnings pro-
file. Consequently, with no additional schooling, the piot of a
worker's yearly earnings should be parabolic in shape when yearly
earnings are plotted against years of labor market experience.

Intuitively, it seems perhaps unreasonable that earnings
growth would level off or become negative for the older worker.
However, Mincer contended that the prime reason for this observed
leveling off or downturn in wages is due to the fact that older
workers work less weeks per year than their younger counterparts.
In fact, when hourly earnings are plotted against age there is no
decline with age (Mincer, 1974, p. 71).

Therefore utilizing annual earnings improvement as a cate-
gorization scheme would likely place a high percentage of older
workers in the secondary sector. This effect is mitigated somewhat
in the current study since part-time workers are excluded. None-
theless, it is still essentiai that these older workers be excluded
from the study. Employing multiple regression, this(study will
determine mathematically the local maxima for income when income is
regressed against years of labor force experience. All workers
with accumulated labor force experience beyond this point will be
excluded from the study.

Since there were an insufficient number of years of data to

perform a time series analysis, a cross-section (1977) of workers
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was employed. The point of maximum yearly income from wages was
found to be at twenty-five years of full-time labor force experi-
ence. Thus, this study deleted from consideration all those
workers who had more than twenty-five years of full-time labor
force experience in the final year in the wage/improvement analysis
(1977).

This local maximum was computed using a variant of the func-
tional form suggested by Mincer.£1974,,p. 92). Table 1 below
provides the estimated wage equation for the sample. Employing
this equation, it was found that, holding education comnstant, wages

reach a maximum at twenty-five years of labor market experience,

Other Excluded Workers. Additionally this study will exclude

students, members of the military and workers who work part-time
and do not desire full time work. For purposes of this study, all
those who chose to work less than 32 hours per week were excluded.
The work experience of the above individuals is likely to be
dramatically different from other workers and their inclusion in

the analysis could seriously bias the results of the study.
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WAGES AS A FUNCTION OF EDUCATION
AND LABOR MARKET EXPERIENCE

59

Dependent Variable-~Log Real Wages 1977

1977.

YR-Exp77
date in 1977.

YR-Exp-Sq = YR-Exp77 squared.

Independent
Variables Coefficient t-Value
Intercept® 7.5698 104,13
Educat77> .0916 18.46
YR-Exp77> .0507 15.58
YR-Exp-Sq° -.0010 16.43
R = .135
aStatistically different from zero at the 99 percent level of
confidence.
where

Educat?? = Years of formal education as of interview date in

Years of labor market experience as of interview
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For example, most college students would likely demonstrate
habits and characteristics very similar to those of traditional
secondary workers. However, it is unlikely that these same periph-
eral workers will remain so tenuously attachéd. It is more prob-
able that the secondary sector is only a "way station" for these

workers as they journey to their primary sector job.

Division of Primary Sector. This study will divide the pri-

mary sector into two tiers as proposed by Piore (1975). Piore
divided the labor market into three groups: secondary workers as
usually defined, plus a primary sector consisting of upper tier
jobs in which workers enjoy a high degree of autonomy and expe-
rience personal participation in the work process, and lower tier
jobs in which workers possess little autonomy and experience mini-
mal participation in the work process.

In Piore's upper~tier primary, workers tend to possess more
job control and individual work-place experience is more closely
related to formal education and personal achievement than in the
lower-tier primary where jobs are highly systematized. 1In a broad
sense the lower tier consists mainly of what are regarded as well-
paid, blue-~collar jobs while the upper tier 1is constituted of
workers who are normally thought of as professional or white-collar
employees (Piore, 1975).

The data set employed in this study, the Income Dynamics
Panel (IDP), provides a variable that captures the degree of

autonomy enjoyed by a worker-~the number of times the worker's
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supervisor checks his/her progress during the week. This study
postulates that primary workers who experience a minimum of one
supervisory check per day have little autonomy and should be cate-
gorized as primary/subordinate or lower-tier primary. Those pri-
mary workers who receive very little supervision (supervisor checks
progress less than once a day) will be classified as primary/au-

tonomous or upper—tier primary.

Validity of Classification Technique. Two methods will be

used to test the validity of the classification technique. First
comparisons will be made statistically between those variables with
predicted differences as postulated by the dual labor market model.
As a second test, this study will employ discriminant analysis to
test whether the categorization scheme pfovides segments or tiers
that are consistent with the DLM. Finally, the author will compare
this study's classification method with other accepted methods to
demonstrate the superiority of earnings improvement and autonomy as

variables for classification into meaningful segments.

The Spatial Dimension. Harrison and Hill (1979) have demon-

strated that as a consequence of a changing mix of primary versus
secondary jobs, some labor markets, particularly those of the
Northeastern cities, have exhibited increasing instability. This,
of course, could result from differential migration patterns of the
primary and secondary workers. With worsening economic counditions,
many have abandoned those areas along with their employers. Ac-—

cording to Sjaastad (1961, p. 51), ". . . gross migration reflects
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the degree to which the lasor force is being reshaped by changing
demand and supply conditions among industries."

But has this reshaping been the consequence of a higher pro-
pensity of the "elite" of the labor force to move? As outlined in
the introduction, it is hypothesized by this study that the exact
opposite has transpired. This study will examine these migration
issues and discuss possible policy implications.

Combining counties into meaningful labor markets, this study
is able to identify geographic residence by BEA area for each year
1969-1977. A move then is only recorded when a worker's residence
differs at the time of the current iInterview relative to the resi-
dence provi&ed at the time of the prior year's interview. Inter-
county, intra-BEA moves will not be counted as a geographic move.

With geographic moves and tiers identified, it remains a
straightforward task to test the differential mobility patterns

among the separate tiers. Both intercept and interactive dummy

variables will be employed to test the hypotheses stated earlier.




CHAPTER IV

DATA, EMPIRICAL MODELS, AND
ESTIMATION TECHNIQUE

The Data

In their article investigating the effects of aggregation on
the estimated migration equation, Navratil and Doyle (1977,

p. 1553) concluded that the use of a highly aggregated model ". . .
seriously distorts, or at least masks, some of the factors impor-
tant to the individual's decision to migrate." Accordingly, this
aggregation accounts for much of the measured migration response
that has been inconsistent with economic theory. As stated by
Greenwood (1975, p. 401):'

Conclusions drawn on the basis of information on

the population as a whole may well not apply to various

populations or labor force subgroups.

By employing a micro data set, this study is able to utilize
actual characteristics of individuals rather.than averages which
may or may not be representative of the individual. Consequently,
this study should more clearly delineate the migration response of
individuals to various stimuli than many past studies that used
regional averages. Moreover, this study, utilizing a one year time
span, as opposed to the more often employed five year interval,
will more adequately capture the characteristics of the migrant at
the time of the move and will capture circular moves that are often
missed when utilizing a longer time interval.

63
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Due to the categorization scheme and the tests to be employed,
it was essential that one obtain labor market, demographic, and
migrational data on an individual basis. The following data were
needed: longitudinal income of worker, labor market experience,
length of tenure with current employer, employment status, age,
education, place of residence by labor market area, place of birth
by labor market area.

The Income Dynamics Panel (IDP), compiled by the Institute for
Social Research (ISR) at the University of Michigan, provides each
of the aforementioned variables. The IDP data proves superior to
other data sources in a number of respects, The IDP provides both
cross-sectional and time series data. Since this study employs
earnings improvement as a method of categorization, longitudinal
data is an essential first ingredient, The ISR interviews re-
spondents each year, thus dynaﬁic variables are less dependent upon
memory and can more accurately reflect the labor market/migration
history of the worker.

In addition, due to the relatively long time span of the data
(nine years), one can more adequately investigate the influence of
the business cycie on employee upgrading and migration behavior.

Another strength of this data set is that the IDP provides a
level of detail that is far superior to most other data sources
[e.g. Social Security Administration's Continuous Work History
Sample (CWHS)]. For example, the IDP supplies residence of the

individual by county, age of respondent, education, home ownership
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status, income from wages, occupation, industry, etc. No other
data set to the author's knowledge provides such detailed labor
market/migration data.

In addition, the Institute for Social Research interviews a
very large number of workers, Thus it was possible for this study
to isolate approximately 3,200 workers who were interviewed each
year over the entire span of the study. That is, families that
experienced changes in the head-of-household were deleted from the
data éet. And unlike most longitudinal surveys, the IDP provides
information on those respondents who move.

Additional data were needed to measure labor force tightness

within each BEA. This study utilized Long Term Projections of

Population and Employment for Regioné of the United States provided

by Oak Ridge National Laboratory to measure employment pressure
within each labor market (BEA).
The following workers or heads-of-household (only heads-of-
households wére examined) were deleted from the data set:
a. Heads-of-household who were not part of the sample for at
least six years,
b. Heads-of-household who were in the military during any
year of the period 1969-77.
¢c. Workers who had zero wages in any year 1969-77.
d. Workers with more than twenty five years of work ex-
perience. (See methodolégy pages 52-58 for a discus-

sion.)
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Workers who chose to work less than thirty-two hours per
week during any year 1969-77.
Workers who were less than sixteen years of ‘age in 1969.

Self-employed during any year 1969-77.

Table 2 below compares the migrant with the non-migrant for

selected labor market and demographic variables.

TABLE 2

DIFFERENCES IN PERSONAL CHARACTERISTICS BY
MIGRATION STATUS, 1977-1978

" Nonmigrants Migrants

Mean Age--1977° 35.20 32.95
Mean Years of Formal Education--1977°€ 12.41 13,27
Mean Level of Real Wages for 1977 $10,481.,78 $11,166,15
Average Numger of Prior Moves

1969-1977 .30 1.29
Average Number of Months Witg Current

Employer--(1977 and Prior) 86.70 51.15
Mean Hours of Unemployment 1977 49,53 105.85
Mean Years of Labog Market

Experience--1977 12,97 10.56
Number of Observations 1159 41

aSignificantly different from each other at the 99 percent
level of confidence.

b

Significantly different from each other at the 95 percent
level of confidence.

cSignificantly different from each other at the 90 percent
level of confidence,
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The Models

Doubtless two of the most important factors affecting the
migration decision of the individual involve workplace changes and
worker's employment status (length of tenure 0-300 months). And
certainly critical junctures in the worker's employment history
could be identified ex post as catalysts for geographic mobility.
These would include promotion, change in employers and éhange in
occupations. By incorporating these variables into the models,
this study will be able to analyze factors that precipitate geo-
graphic mobility that have received little attention or comsider-
ation in past migration studies.

Additionally, this study will incorporate other variables into
the analysis in order to capture the psychic constraints to geo-
graphic mobility. These include education, age, prior mobility and
home ownership. Other common variables affecting geographic mo-
bility such as earnings of the individual and employment tightness
in the home region, will also be included.

This study will employ the following models to test the pre-
viously stated hypotheses and to test the viability of the cate-
gorization scheme:

Model H-0:
Pik ) = f(Tight77, DProm, DCh-Emp, DCh-Oc,
Tenure77, RWag77, Age77, Educat77, DUnem77,
DBrthbea, DHome77)

Model H-0 will be referred to subsequently as the control

model,



Model H-la:

Pix =

Model H-1b:

Pik B

Model H-2:

Pix -

Model H-3:

Pik =

where

ik
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Models H-la, H-1b, H-2, H-3 will be employed to test hypotheses

numbers one, two and three respectively.

f(DTierl, DTier2, Tight77, DProm, DCh-Emp,
DCh-Oc, Tenure77, RWag77, Age77, Educat77,

DUnem77, DBrthbea, DHome77)

f(DTierl, DTier2, Tight77, DProm, DCh-Emp,
DCh-Oc, Tenure77, RWag77, Age77, Educat77,

DUnem77, DBrthbea, DHome77, DProf77)

f(DTierl, DTier2, Tight77, ITightl, ITight2,
DProm, DCh-Emp, DCh-Oc, Tenure77, RWag77,
Age77, Educat77, DUnem77, DBrthbea,

DHome77)

f(DTierl, DTier2, Tight77, DProm, DCh-Emp,
DCh~Oc, Tenure77, ITenurel, ITenureZ,
RWag77, Age77, Educat77, DUnem77, DBrthbea,

DHome?77)

A dichotomous variable equal to one 1f the
individual, k, lived in BEA area i in 1977
and some other BEA area in 1978; zero

otherwise.



Tight77

DProm

DCh-Emp

DCh-0c

Tenure?77

RWag77

Age77

Educat77lo

69

Employment pressure index; ratio of total
employment in BEA area in 1977 to the
pépulation of work force age in the BEA
area in 1977.

A dichotomous variable equal to one if
the worker reported a promotion between
1977 and 1978; zero otherwise.

A dichotomous variable equal to one if
the worker reported a change in employ;rs
between 1977 and 1978; zero otherwise.

A dichotomous variable equal to one if
the worker reported a change in occupa-
tion between 1977 and 1978; zero other-
wise.

Number of months that the employee has
worked for his/her current employer as of
interview date 1977,

Real income from wages in 1977,

Age in 1977,

A discrete variable utilized to reflect
years of formal education received by

worker as of interview date, 1977,

0The use of this discrete interval presumes that the comple-
tion of each level of education has an equal impact on the proba-

bility of moving.



DUnem77

DBrthbea
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= 0 Less than eight years of formal
education,
= 1 More than or equal to eight
years of education but less than
twelve years of education.
= 2 High school graduate (12 years
of education).
= 3 More than twelve years of edu-
cation but less than fourteen
years of schooling.
= 4  Fourteen years of education,
= 5 More than fourteen but less
than sixteen years of educa-
tion.
= 6 College graduate (sixteen years
of school).
= 7 More than.sixteen years of for-
mal education.
A dichotomous variable equal to one if
the worker is unemployed at time of inter-
Qiew, 1977; zero otherwise.
A dichotomous variable equal to one if in-
dividual, k, lived in a different BEA
area in 1977 than the one in which he/she

was born; zero otherwise,



DHome77

DProf77

DTierl
(DTier2)

ITightl
(ITight2)

ITenurel
(ITenurel)
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A dichotomous variable equal to one if
individual, k, owns his/her own home;
zero otherwise.
A dichotomous variable equal to one if
the worker is a professional; zero other-
wise,
A dichotomous variable equal to one if the
individual, k, is a member of tier one
(two); zero otherwise,

Tight77 * DTierl (DTier2)

Tenure77 * DTierl (DTier2)

In addition to the use of the above models to test the hy-

potheses presented earlier, this study will employ the following

model to examine the viability of the categorization scheme:

Model V-1:

bl

f(Yr-Exp77, YrExpSq, Educat77, DRace,
DSex, Tenure’/7, DProf, AnHrUn77, DUnion,
Mantr, OtherSch, Tight77, DUrban, DFProf,

DTierl, DTier2, DCore).

where for those variables not defined above:

My

Yr-Exp77

YrExpSq

Total real wages of worker in 1977.

Years of work experience, 1977.

Years of work experience in 1977 squared.




DRace

DSex

AnHrUn77

DUnion

Mantr

OtherSch

DUrban

DFProf
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A dichotomous variable equal to one if the
individual is white; zero otherwise.
A dichotomous variable equal to one if the
worker 1s male; zero otherwise.
Hours of unemployment, 1977,
A dichotomous variable equal to one if the
worker works under the terms of a union
contract; zero otherwise.
A dichotomous variable equal to one if the
individual has received govermment job
training; zero otherwisg.
A dichotomous variable equal to one if the
individual received business school train-
ing or formal training by the employer;
zero otherwise.
A dichotomous variable equal to one if the
individual resides in an SMSA with city
population greater than 100,000; zero
otherwise,
A dichotomous variable equal to one if in-
dividual's father was a professional
worker; zero otherwise,
A dichotomous variable equal to one if
worker is employed in an industry normally

found in the core (primary) rather than




periphery (secondary); zero otherwise
(see Appendix Table A-1 for a breakdown

between core and periphery industries).

Estimation Technique

Until recently econometric studies used linear probability
equations in qualitative response models. However, this technique
provides no assurance that estimated probabilities will lie between
zero and one. Of course, the dependent variable could be con-
strained to reside between zero and one. This procedure, though,
produces kinks at the end points of the distribution of the de-
pendent variable and there is no guarantee that the results will be
unbiased (Pindyck, 1981, p. 241).

Kmenta (1971, p. 426) argued that the application of ordinary
least squares will result in heteroscedasticity with its resultant
inefficient estimators, One Eould correct this heteroscedasticity
by applying weighted least squares estimation. However, this
technique does not prevent the predicted value of the dependent
variable from lying outside the (0, 1) interval,

In order to circumvent these problems, increasingly probit and
logit functions have been employed. Both of these functions are
automatically bound between zero and one. And it has been demon-
strated that the probit and logit estimation techniques provide
similar results. As stated by Amemiya (1981, p. 1487) ". . . in
the univariate dichotomous model, it does not matter much whether

one uses a probit or a logit model . . . ."
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And because it is possible to prove that a unique maximum
always exists for the logit function, maximum likelihood estimation
provides the most appropriate estimation technique (Pindyck, 1981,
p. 247).
This study will employ the logit model to obtain the maximum
likelihood estimators. Thus the dependent variable becomes:
log ifé;%;-
i
where Pi represents the probability that a worker will migrate.
The Predict procédure of the Statistical Analysis System will be
employed for estimation purposes.

In the case of the wage equation (Model V-1), ordinary least

squares will be employed to obtain estimated coefficients.




CHAPTER V

EMPIRICAL RESULTS

This chapter presents the empirical results. The first sec-
tion will discuss and statistically test the validity of the
classification methodology. Other classification methods will be
presented concurrently and compared to the method suggested by this
study. The second section will present the empirical tests of
hypotheses along with a discussion of how all variables entered the
regression equations. Again these results will be compared for

alternative methods of categorizatiom.

Validity of the Categorization Scheme

In order to test these hypotheses, it is clear
that an a priori classification of jobs within the two
markets 1is necessary. It is therefore surprising that
little systematic classification of jobs has occurred,
and even further that rigorous testing of the few ex-
isting classifications is lacking (Lowell, 1978, p. 95).

Often valuable insight may be gained by analyzing the data in

tabular form where ceteris paribus conditions are not fulfilled.

In the tables that follow, the data will be analyzed by tier to
determine if, in general, the categorization methodology provides
tiers that are consistent with the dual labor market theory.
Importantly, one must be assured that the categorization
design produces tiers among which the characteristics of the mem-
bers meet a priori expectations. Otherwise, tests of differential
reactions among members of the respective tiers become meaningless.
Does the categorization scheme, as predicted by the dual labor

75
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market model, provide tiers among which income, stability, pro-
motional opportunities and working conditions are markedly dif-
ferent? Each of these features of the respective tiers will be
examined and comparisons will be made among alternative classifi-
cation schemes.

As outlined earlier, tiers one and two are composed of workers
who are members of the primary work force. On the other hand, the
secondary séctor is represented by tier three. This division
between primary and secondary sectors is based upon earnings im-~
provement, The division of the primary sector into tiers one and
two is based upon the degree of autonomy experienced by the worker.
Those who experienced little supervision (autonomous) were placed
in tier one while those who experienced close supervision (depend-
ent) were placed in tier two. This écheme will be subsequently
identified by (EI).

This method wiil be compared to two alternative programs of
categorization, The first method used for comparison is that
suggested by Osterman. That is, occupations will be designated as
either tier one, tier two or tier three based upon judgment. Then
workers are assigned to tiers based upon their reported occupationm.
This method will be subsequently referred to as (0C). A listing of
the respective occupations by tier is depicted in Appendix Table
A~2,

The second method utilized for comparison is a combination of

(EI) and (0C). In this case, primary and secondary sectors are
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formed based upon occupation. Next, the primary sector is sub-
divided into tier one (autonomous) and tier two (dependent) based
upon the degree of supervision experienced by the worker. Here-
after, this method will be referred to as (0A).

It now becomes the task to determine which method provides
tiers that more closely match those postulated by the dual labor
market theorists. Does each of the classification techniques
provide tiers among which income, stability, promotional oppor-

tunities and working conditions are significantly different?

Income. Most theorists who assume the existence of a seg-
mented labor market contend that low wéges distinguish employment
in the secondary sector. And in his three tier model, Piore (1975)
proposed that the average yearly wages of upper-tier, primary
workers differ from that of lower-tier, primary workers. Piore
contended that secondary workers would earn even less than workers
in both tiers of the primary sector.

Osterman found evidence to support this trimodal distribution
of income. In his examination of heads-of-household in 1967, he
fSund an income distribution and tier structure in which wages in
the secondary sector were 41,6 percent of those in the upper-tier
primary while wages in the lower-tier primary were 58.1 percent of
those in the upper-tier primary. He did not indicate if the re-
sults were statistically significant.

Table 3 below provides information regarding the distribution
of income within each tier as designated by this study's methodo-

logy and as supplied by the alternative classification methods.
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TABLE 3

MEAN INCOME FROM WAGES, 1978 -

Tier One Tier Two Tier Three
Earnings Improvement (EI) $12,424 $10,145 $9,395
Occupation (OC) 14,406 10,039 7,635
Occupation/Autonomy (OA) 12,647 10,350 7,635

Primary Secondary

Sector Sector
Earnings Improvement (EI) $11,329 $9,395
Occupation and Occupation/ 11,215 7,635

Autonomy (OC) and (OA)

Mean wages among tiers were significantly different at the 99
peréent level of confidence for all three categorization tech-
niques. Also mean wages in the primary sector were significantly
different from mean wages in the secondary sector for both cate-
gorization methods (0C) and (0A). (OC) and (0A) provide identical
primary and secondary sectors since for both schemes, the same
criteria is used to place workers in the secondary sector (tier
three). Those that are not placed in the secondary sector are

placed in the primary sector.

Stability.

Secondary jobs do not require and often discourage stable
working habits; wages are low; turnover is high; job lad-

ders are few (Reich, 1973, p. 339).

The IDP provided several measures of employment stability. The

two most comprehensive of these, hours of unemployment and number of
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periods of unemployment, will more clearly reflect stability by

tier.

Table 4 which follows displays hours of unemployment'by tier

for the three different categorization schemes,

TABLE 4

MEAN HOURS OF UNEMPLOYMENT, 1978

Tier One Tier Two Tier Three
Farnings Improvement (EI)b’c 26,8 31.9 63.6
Occupation (0C)%P 15.4 43.9 52.7
Occupation/Autonomy (OA)b 30,2 37.9 52.7

Primary Secondary

d Sector Sector
Earnings Improvement (EI) 29,2 63.6
Occupation and Occupation/ 33.8 52.7

Autonomy (OC) and (OA)
#lndicates that tier ome and tier two are significantly dif-

ferent from each other at

bIndicates that tier
ferent from each other at

c
Indicates that tier
ferent from each other at

the

one
the

two
the

90 percent level of confidence.

and tier three are significantly dif-
95 percent level of confidence.

and tier three are significantly dif-
99 percent level of confidence.

dIndicates that primary sector and secondary sector are sig-
nificantly different from each other at the 99 percent level of

confidence.

As expected, tier three workers experience greater hours of

unemployment than workers in tiers one and two.

However, this dif-

ference between tier three workers and workers in the other two
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tiers is statistically significant only for the Earnings Improve-~
ment (EI) method of categorization and the difference between pri-
mary and secondary is only significant for the (EI) Categofization
method.

Table 5 below provides further evidence of tier three workers'
employment instability.

Again the results.support the proposition that tier three
workers are more prone to experience periods of unemployment than
either tier one or tier two workers. However, when the results of
the two alternative classification techniques are examined, the
same conclusion can not be reached. In both cases, (0C) and (0A),
tier two workers experienced more periods of unemployment than tier
three workers.

Harrison (1979, p. 274) contended that employers' reluctance
to lay off workers who have received extensive training accounts
for this distinction. That is, employers having made substantial
investments in training the primary worker wish to retain this
worker in order to recoup the cost of such training. Thus, a
priori, one would expect to observe longer training periods for
primary sector workers. Table 6 below exhibits the mean value
of the number of months that interviewees responded were necessary

to learn to perform their current jobs.
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TABLE 5

PERIODS OF UNEMPLOYMENT, 1976

Tier One Tier Two Tier Three

Earnings Improvement (EI)a 1.5 5.0 8.3
Occupation (OC)a 5 6.4 4,2
Occupation/Autonomy (oa)? 1.7 7.5 4,2

8These numbers do not represent actual periods of unemploy-
ment. The responses were coded by interviewer so that larger num-
bers indicate simply more periods of unemployment, not the actual
number of periods.
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MEAN NUMBER OF MONTHS TO LEARN JOB
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Tier One Tier Two Tier Three
Earnings Improvement (EI)a'b 22.7 16.7 16.3
Occupation (0c)2°P*¢ 31.8 15.2 9.7
Occupation/Autonomy (OA)a’b’c 24,0 17.6 9.7
Primary Secondary
d Sector Sector
Earnings Improvement (EI) 19.8 16.2
Occupation and Occupation/ 21.0 9.7

Autonomy (OC) and (OA)e

8Indicates that tier one and tier two are significantly dif-
ferent from each other at the 90 percent level of confidence,

bIndicates that tier one and tier three are significantly dif-
ferent from each other at the 95 percent level.

“Indicates that tier two and tier three are significantly dif-
ferent from each other at the 99 percent level of confidence.

d
Indicates that primary sector and secondary sector are sig-
nificantly different at the 95 percent level of confidence.

eIndicates that primary sector and secondary sector are sig-
nificantly different at the 99 percent level of confidence.

For each of the classification techniques, tier three jobs
appear to require less training than tier one or tier two jobs.
However for the Earnings Improvement method of categorization, the
results are not statistically significant. The next prominent
feature distinguishing employment by sector, promotional oppor-

tunity, will be examined by tier and compared for the three alter-

native methods of categorization.
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Promotional Opportunities. In the primary sector where inter-

nal labor markets are pervasive and strong, workers are likely to
receive regular promotions. As stated by Wachter (1974, p. 643),
"New workers are used principally to fill entry jobs, while most
higher-level positions are filled by promotion from within."

In Tables 7 and 8 below, one can observe differential pro-

motional patterns by tier and by sector for workers within the

sample.
TABLE 7
PERCENTAGE WHO RECEIVED A
PROMOTION, 1977-1978
Tier One Tier Two Tier Three

Earnings Improvement (e1)? 5.4 3.4 1.1
Occupation (oc)? 5.7 3.3 1.4
Occupation/Autonomy (OA)a 4.9 3.3 1.4

a
Indicates that responses were recorded in such a manner that
statistical tests could not be performed.



TABLE 8

MEAN NUMBER OF MONTHS WITHOUT A
JOB PROMOTION, 1977

Primary Secondary

Sector Sector
Earnings Improvement (EI)a 64.6 73.8
Occupation and Occupation/ 67.3 64,2

Autonomy (OC) and (OA)

#Indicates that primary sector and secondary sector are sig-
nificantly different at the 95 percent level of confidence.

As expected and depicted in Table 7, a smaller percentage of
tier three workers received a promotion for the period 1977-78.
This proved true for each classification technique. However upon
examination of Table 8, one observes results opposite to that
expected in the case of the alternative classification technique.
That is, secondary workers experienced a smaller mean value of
months without a promotion in the case of (0C) or (OA) method of

categorization.

Working Conditions. A fourth feature, poor working condi-

tions, distinguishes employment in the secondary sector.
Good jobs make up the primary sector of the dual
economy, while bad jobs and workers frozen out of the
primary sector compose the secondary sector (Wachter,
1974, p. 638).

In Table 9 below, one can clearly see that, as expected, tier

three workers, when changing jobs, tend to receive new jobs in
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which they experience a reduction (or at least no improvement) in

the perceived quality of the work enviromment,

TABLE 9

FOR THOSE WHO CHANGED JOBS, 1977-1978, PERCENTAGE
WHO WENT TO A JOB THAT WAS THE
SAME QUALITY OR WORSE

Tier One Tier Two Tier Three
Earnings Improvement (EI) 17.5 10.7 37.0
Occupation (OC) 19.4 20.7 25,0
Occupation/Autonomy (OA) 22.5 16.9 25.0

Though no statistical tests could be performed, the difference
among tiers appears to be dramatic, espeéially for the Earnings Im-
provement (EI) method of categorization.

The preceding statistics seem to support a stratified labor
market. However, discriminant analysis provides a more comprehen-
sive test of homogeneity within the labor market, As stated by
Lowell (1978, p. 97), "The discriminant analysis technique is
ideally suited to test the dual labor market theory."

Discriminant analysis is a statistical technique that utilizes
a designated rule to assign sample observations to a population.
This rule is provided by the researcher and is formulated according
to a priori expectations about the population. From preassigned
groups, maximum likelihood discriminant functions are produced.

One function is produced for each group. These functions are
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linear combinations of the designated explanatory variables. These
functions are formed by maximizing the ratio of among group vari-
ation to within group variation (Lowell 1978).

A discriminant analysis should verify the existence of dis-
tinct groups within the labor market and it should detect whether
the factors emphasized by the dualists as distinguishing sectors
are legitimate differences. The dual labor market model postulates
separation between primary and secondary workers according to
wages, turnover, training and advancement. Several variables
contained in the IDP adequately capture these characteristics by
workers. However, since the technique requires the use of continu-
ous variables, several important differences by tier could not be
employed in the test. The following variables were used: Real
Wages in 1977; Hours of Unemployment in 1977; Months of Tenure with
Current Employer--1977; Months to Learn Job; Salary Upgrading.
Tables 10 and 11 below depict the results obtained from discrim-

inant analysis.,

TABLE 10

PERCENTAGE OF WORKERS CORRECTLY
CATEGORIZED BY SECTOR

Primary Secondary

Workers Workers Overall
Earnings Improvement (EI) 96.5 60.5 88.3
Occupation and Occupation/ 96.1 9.6 80.7

Autonomy (0C) and (OA)
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TABLE 11

PERCENTAGE OF WORKERS CORRECTLY
CATEGORIZED BY TIER

Tier One Tier Two Tier Three Overall

Earnings

Improvement (EI) 83.5 17.4 78.9 57.7
Occupation (0C) 51.2 74.0 15.3 56.9
Occupation/

Autonomy (OA) 87.2 6.7 22.5 45,0

As presented in both tables, the technique suggested by this
study provides a methodology that more correctly classifies workers
by tier and by sector than those provided by the two alternative
techniques.

Overall, the data support the existence of a segmented labor
market. And the tiers,-in most cases, confirm the a priori expec-
tations about the characteristics of the respective tiers. Addi-
tional support for the existence of segmentation within the labor
market will be provided by an examination of the estimated wage
equation, Employing Model V-1, one should observe higher wages for

both tier one and tier two workers, ceteris paribus. And as re-

ported in Table 12 below, wages for workers in tier one-are $2,039
higher than for workers in tier three while wages for workers in
tier two are $1,731 higher than for workers in tier three for the
(E1) method of classification. Most all the variables are sta-

tistically significant and all enter the estimated equation with
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the expected sign. This proved true for all three methods of
categorization. However, the results for the method advanced by
thls study appear more conclusive, The coefficients for the vari-
ables DTierl and DTier2 are larger [except DTierl for (0C) method
of classification] and both are statistically significant at the 99
percent level of confidence when the (EI) method of.categorization
is employed.

All techniques, Occupational (OC and 0OA) and Earnings Im-
provehent (EI), suggest a segmented labor market. However, each
method provides tiers with very different sizes and character-
istics. How then can one choose the most reasonable and accurate
categorization technique?

First, one must be aware of the weaknesses of each method.
The occupational method has several factors that mitigate its
relevance. Importantly, the occupational breakdown is governed by
tions, workers may be unsure which occupational code they fall
under. Or the worker could be performing work under several oc-
cupational codes. For example, occupational code 16 applies to
technicians in dental offices. And occupational code 75 applies to
attendants in dental offices. It is likely that many would be
unsure about which code they fell under.

Additionally assumed functions and responsibilities of the
workers by occupation could be considerably altered by local
conditions and technology. As stéted by Loveridge and Mok (1980,

p. 377):
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In this process technological changes, which at
macrolevel appear to be the long-term source of occupa-

tional change, are mediated by local circumstances, in-

cluding the strength of vested interest represented by

local workgroups., For this reason the attempt by econ-

omists to define and to categorize '"tasks" by standard-

ized categories appears fraught with difficulty.

Additionally, the dual labor market model deals with behavior -
over time. Thus, using the static concept of occupation says
nothing about upgrading and feedback mechanism that can only be
examined properly by observing the worker's labor market experience
over time.

Of course Earnings Improvement (EI) as a categorization tech-
nique possesses several weaknesses. Ignoring the level of wages is
likely to place some workers in the "incorrect”" tier., 1In other
words, a person who earns $50,000 but experiences no improvement in
wages is an unlikely candidate fof the secondary sector, Also,
voluntary withdrawals from the work force could result in the in-
clusion of the worker in the secondary tier even though ﬁe/she
otherwise would be regarded as a primary worker.11

So what conclusions may be reached regarding the most ap-
propriate categorization program? Considering the conceptual
weaknesses of each technique and the results of the statistical
tests, Earnings Improvement (EI) appears to offer the most useful

method of classification. The statistical tests and discriminant

analysis indicate that using Earnings Improvement/Autonomy as a

llThis effect 1s minimized in this study since workers who av-

eraged less than thirty-two hours per week are deleted from the
sample.
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categorization technique generates tiers and/or sectors that are
more consistent with a priori notions about the segmented labor
market., The technique provided by this study more correctly
categorizes workers into respective tiers (as judged by discrimi-
nant analysis) and except for one measure (Table 6--Mean Number of
Months to Learn Job), Earnings Improvement provides a classifi-
cation that more clearly meets expectations about differences among
the tiers,

The next section will examine the empirical results and test
each of the hypotheses utilizing the categorization technique

suggested by this study and employing the two alternative methods.

Empirical Results from Estimated Regression Equations

The control model (Model H-O).(no differentiation by tier) is
presented on Table 13 below. The first part of this section will
discuss each of the variables in the estimated regression equation
where tier membership is not controlled for and, when appropriate,
comparisons will be made among tier members regarding differential
reaction to the control variables., This comparison will be made by
running separate regressions for each tier (Model H-0, Table 14).
The second part of this section will then examine the empirical

tests of hypotheses (Models H-1, H-2, and H-3).

Age. As expected, the data confirm that additional years of

age inhibit geographic mobility. However, the coefficient of the
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TABLE 13

MODEL H-0--PROBABILITY OF MIGRATION WITH
NO CONTROL VARIABLES FOR TIER

Dependent Variable~-Log (P/1-P)

Independent

Variables Coefficient t-Value
Intercept 12.210° 3,136
Tight77 12.246" 2.152
DProm 2.152% 3.788
DCh-Emp 2.049% 4.763
DCh-Oc -.379 ~-.899
Tenure77 -.005 b -1.281
RWag?7 5.302%10™° 1.956
Age77 -.016 -.610
Educat?7 .063 .718
DUnem77 .836 1.204
DBrthbea 1.254% 3.268
DHome77 -1.310% -3.381

aStatistically different from zero at the 99 percent level of
confidence.

bStatistically different from zero at the 95 percent level of
confidence,.
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variable is insignificant in the regression equation using pooled
data where tier membership is not controlled for (Model H-0, Table

13).

Home Ownership. In the estimated regression on the pooled

data (Model H-0, Table 13), home ownership reduced the geographic
mobility of workers. In fact this variable was the second most
important variable in terms of explanatory power in the estimated

equation and in terms of elasticity. -

Prior Mobility. Of course past migration (currently living in

BEA area other than BEA area of birth) not only increases the
information that individuals have about other geographic areas, it
reduces the psychic costs of a move, That is, 1t reduces the
attachment that one feels for his/her community relative to other
communities. Thus, it is not surprising that this variable pos-
sesses a positive coefficient and is statistically significant in
the control model (Model H-0, Table 13) and in all other estimated
regression equations or models,

When disaggregated by tlers and separate equations estimated,
one can more clearly see differences among members of the three
tiers.12 Table 14 (Model H-0) below provides estimated equations

for the separate tiers. The three psychic factors above impinge

2Workers are placed into tiers according to earnings im-
provement and degree of supervision (EI). These estimated regres-
sion equations are each simply the control model (Model H-0) ap-
plied to the separate tiers,
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less on the workers' migration decision for those who are tier
three workers: 1In fact the difference is dramatic.

For tier one and tier two workers (Model H-0, Table 14), each
of the psychic variables possesses the expected sign and is sta-
tistically significant (except for home ownership in tier two).
However, in tier three the coefficient for age, and the coeffi-
cient for home ownership are both unexpectedly positive and the
coefficient for prior mobility is statistically insignificant at
the 95 percent level of confidence.

This result, upon careful thought, is not surprising. Since
tier three, or secondary workers, change jobs more frequently and
see their job only as a means to an end, they afe less likely to
form cohesive groups at work which would likely inhibit mobility.
That is "socialization" at the workplace is missing for the sec-
ondary worker. As stated by Piore (1975, p. 141):

In the secondary sector, for example, which is domi-
nated by youth and by the disadvantaged, turnover tends

to be too rapid to permit the formation of social groups

in which custom is embedded.

Piore argued that in the primary sector, social groups do play
an important part in the work enviromment., This socialization
takes place irrespective of tenure with the current employer
(though this variable certainly captures part of the effect and is
included as a separate variable in each estimated regression equa-
tion).

In tier one, professional and social organizations probably

tend to exert an inhibiting effect on geographic mobility as the
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worker ages. Thus, age proves more inhibiting to geographic mo-
bility to tier one workers. Additionally, it is likely that these
individuals'take a greater interest and participate in a more
active manner in local civic organizations. Thus, home ownership
will likely prove to be a more inhibiting factor to these potential
migrants. In tier two this socialization could result from such
occupational affiliations as labor unions.

Consequentiy, it is not surprising that psychic factors af-
fect, to greatér degree, the migration plans of tier ome and tier
two workers. As concluded by Sonnefield in a 1974 study of stu-
dents from small communities in Texas, the propensity to migrate 1is
inversely related to one's perceived attractiveness of his/her home
commnity, It is hypothesized that this perceived attractiveness
is more a function of age, home ownership and prior mobility for
tier one and tier two workers. That is, longevity in the community
[as captured by age and prior mobility (or lack of)] and the extent
of community involvement (as captured by home ownership) are more
influential factors in the migration decision making of primary
workers (tiers one and two). Results from the estimated regression
for the individual tiers (Model H-0, Table 14) appear to confirmm

this proposition.

Education. In the pooled data with no differentiation by

tier, the coefficient of education possesses the expected positive
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sign (Model H-0, Table 13, page 92). However, the coefficient is
statistically insignificant,

When regressions are run on tiers individually, (Model H-O,
Table 14, pages 94 and 95) one finds that the coefficient for edu-
cation is positive and statistically significant only for tier
three workers. For tier one and tier two workers, the coefficient
is negative and statistically insignificant at the 95 percent level
of confidence. |

As proposed. by Schwartz (1976), the market for the better
educated 1s more national in scope than that for the poorly edu-
cated. It is suggested here that this differential by level of
education is true only for tier three workers., For tier ome and
tier two workers this national/local perspective by educa£ion level
is mitigated by the internal labor market, How workers learn about
jobs in other areas and how workers view the size of the labor
market for tier one and tier two workers are more a function of the
internal labor market and are less related to education. In tier
three, where internal labor markets are either weak or non-ex-
istent, workers who are better educated do tend to acquire better
information about far-away opportunities than their less educated
co-workers and tend to undertake a change in residence as they
accept these jobs; Thus, the results from the estimated regres-

sions on the separate tiers (Table 14) are not unexpected.
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Income, Without controlling for tier, the coefficient for the
variable, income, is positive and significant at the 95 percent
level of confidence (Model H-0, Table 13, page 92). But when
estimated equations for each tier are analyzed, dramatically dif-
ferent results are reported for the individual tiers (Model H-O,
Table 14, pages 94 and 95).

While at the 99 percent level of confidence, income is posi-
tively correlated with the propensity to move for tier ome workers,
it is uncorrelated with the propensity to move for tier two workers
and negatively correlated with the migration probabilities of tier
three workers.

In past studies the measured effect of income on migration
probabilities has been mixed, at best. Schlottmann and Herzog
(1981) found real wages to positively affect the décision to mi-
grate only for the unemployed worker who had not moved previously.
Lansing and Mueller (1967), controlling for education, occupation
and age concluded that there was no relationship between migration
and income. And Ladinsky (1967) reported a negative relationship
between migration and income when controlling for age, education -
and occupation.

It can be conjectured that past studies that have reported un-
expected signs on the coefficient for the income variable have been

picking up the effects of omitted variables. Thus, the coefficient
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for income will be biased.l3 As stated by Lansing and Mueller
(1967, p. 78):

An additional problem is the tendency for income

to be highly correlated with a number of major deter-

minants of mobility, especially age, education, occu-

pation and employment experience.

Since income and tenure (months with current employer) are
positively correlated and since tenure is negatively correlated
with the probability of moving, failure to include this variable in
the regression equation will reduce the elasticity and statistical
significance of the income variable if income and the probability
of migration are positively correlated. This study, by including
teﬂure, age, education and employment status as separate variables,
should more clearly measure the relationship between income and the
propensity to migrate.

Several factors account for income's influence on the migra-
tion decision. a) Higher income provides funds for transportation
costs, b) Higher income provides funds for meeting living expenses
during the time between jobs. c¢) Higher income increases the
opportunity cost of time between jobs or of unemployment. Both (a)
and (b) above would dictate a positive correlation between income
and migration propensity while (c) above would warrant a negative
relationship between income and migration probabilities.

When income from non-wage sources (interest, dividends, etc.)

is included in the estimated regression equation as a separate

13See Kmenta (1971), p. 393.
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independent variable (Model H-0, Table 15 below),14 and one com-—
pares the coefficient for the variable 'RWag 77' in Model H-0,
Tables 13 and 15, the coefficient for Rwag77 increases only slight-
ly. This indicates that income's importance in a geographic move
results from considerations other than transportation costs. It is
quite likely that income is serving as a proxy for the ability to
gather information about job épportunities in other labor markets.
The higher the income, the better information secured by the po-

tential migrant.

Unemployment. As expected, unemployed workers are more apt to

undertake a geographic move. That 1s, the coefficient for the
unemployment variable was positive, However for the control model
(Model H-0, Table 13, page 92), the coefficient was statistically.
insignificant at the 95 percent level of confidence, Due to the
distribution of unemployment among the tiers, comparisons of the
impact of unemployment on members in the regression equations by

tier would prove of little value.

Changes in Occupation. The coefficient for the binary vari-

able, change in occupation, was both negative and statistically

insignificant (See Model H-0, Table 13, page 92). This relation-
ship proved relatively invariant to tier membership. That 1is, the

coefficient for the variable representing occupational change was

1
4This estimated regression equation is simply the control

model with the addition of the variable 'other income’.




TABLE 15

102

MODEL H-0--THE EFFECT OF OTHER INCOME ON THE

PROBABILITY OF MIGRATION

Dependent Variable~-Log (P/1-P)

With Other With Other
Income Included Income Not Included

Independent

Variables Coefficient t=Value Coefficient t-Value
Intercept -12,220% 3.139 12.210% 3.136
Tight77 12.242° 2.152 12.246° 2.152
DProm 2.149% 3.781 2.152% 3.788
DCh~Emp 2.051% 4,762 2.049% 4.763
DCh-Oc -.381 -.904 -.379 -.899
Tenure77 -.005 b -1.274 -.005 , -l.2sl
RWag?7 5.334%10™° 1.965 5.302%107° 1.956
Age77 -.016 -.593 -.016 -.610
Educat77 .064 .728 .063 .718
DUnem77 .836 1.205 .836 1.204
DBrthbea 1.249% 3.242 1.254% 3,268
DHome -1.305% -3.360 -1.310% 3.381
OtherInc 2.939%10™> .134

aStatistically different

confidence.

from zero at the 99 percent level of

bStatistically different from zero at the 95 percent level of

confidence.

cStatistically different from zero at the 90 percent level of

confidence.
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either negative or statistically insignificant in the regression
equations for the separate equations (Model H-0, Table 14, pages
94 and 95).

The negative relationship between occupational change and
geographic mobility or the lack of a statistically significant
relationship between the propensity to migrate and occupational
change follows from the fact that many changes in occupation take
place among those who are the least geographically mobile (Tarver,
1964). Thus, in the labor market, there exists those who are
highly mobile, geographically but experience few changes in oc-
cupation (the professional) and those who experience a great deal

of occupational change but who move geographically very little.

Promotion, The data confirm the a priori, expected relation-
ship between promotion and geographic mobility (See Model H-O,
Table 13, page 92). And when regression equations are estimated
for the separate tiers it is found that with the exception of the
coefficient in the estimated regression equation for tier two
workers, the estimated coefficient for DProm possesses the expected
positive sign and is significant at the 99 percent level of con-
fidence (Model H-0, Table 14, pages 94 and 95).

This lack of correlation between the probability of migration
and promotion for tier two workers stems from the geographic dis-
persion of promotional opportunities for members of tier two work-
ers. Tier two workers, as opposed to tier one and tier three

workers, are more likely to be employed by large industrial firms
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which are concentrated or less geographically dispersed. Thus,
_promotion will not likeiy elicit a geographic move for the tier two
worker. If tier two workers do move for non-employment rélated
reasons, it is likely that they will be required to change em-

ployers,

Change in Employers. As expected, a change in employers pre-

cipitates a geographic move on the part of the worker (Model H-O,
Table 13, page 92). This result follows irrespective of tier mem-—
bership (Model H-0, Table 14, pages 94 and 95). The coefficient
for DCh-Emp is positive and significant at the 99 percent level of
confidence for each of the tiers (Model H-0, Table 14, pages 94 and
95). In the estimated regression equation where tier membership is
not controlled for (Model H-0, Table 13), this variable contributed
the most in explaining variations in the dependent variable (high-

est F-value) and possessed the greatest elasticity.

Hypothesis One--Tier Membership and Geographic Mobility

(Model H-1). Briefly, hypothesis one proposes that, due to the
structure provided by the internal labor market, tier one and tier

two workers are less geographically mobile, ceteris paribus. As

hypothesized, tier one and tier two workers are, ceteris paribus,

more reluctant to undertake a geographic move. In Table 16 below
both binary intercept variables possess negative signs as expected.

However, the coefficient for the variable designating membership in
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tier one is statistically insignificant. Thus, one may not reject
the hypbthesis that tier one and tier three workers possess similar

probabilities of moving geographically, ceteris paribus.

This result is quite likely due to the fact that many tier ome
jobs disproportionately exist in what is thought of as a national
job market. Though these workers do reside in an internal labor
market, their high level of general skills and network of national
job contacts encourage geographic mobility on their part. These
networks are often identified with the professional worker. Thus,
by inserting a binary variable to account for the professional
component (See Model H-1b, Table 17 below), it is hypothesized that
the intercept binary variable representing tier one workers will
increase in absolute value and that the significance level or t-
value will also increase.15 Though the coefficient of DTierl
remains statistically insigﬁificant, when comparing Tables 16 and
17 (pages 105 and 106 and 108 respectively), one observes that the
coefficien£ for DTierl becomes more negative and the t-value
increases dramatically. The coefficients for DTierl in the two
equations are statistically different from each other at the 95

percent level of confidence.

This tends to be the case irrespective of changes in employ-

ers, occupations or of promotional changes. That is, it appears

15Since classification schemes (0C) and (0A) are formed util-
izing occupation as the prime determinant of tier, inserting the
variable, DProf, as an independent variable in the estimated equa-
tion produces a singular matrix and coefficients cannot be esti-
mated.



. TABLE 17

MODEL H-1b-~PROBABILITY OF MIGRATION CONTROLLING

FOR TIER AND PROFESSIONAL/NONPROFESSIONAL

108

Dependent Variable--~Log (P/1-P)

Categorization by Earnings Improvement
and Degree of Autonomy (EI)

Independent

Variables Coefficient t-Value
Intercept 11.123 -2.645
DTierl -.648 -1.339
DTier2 -1.031" ~1.879
Tight77 12.931° 2.142
DProm 2.353% 4.062
Ch-Emp 1.9122 4,298
Ch-Oc -.425 -.985
Tenure?7 -.004 b -1,183
RWage77 5.119%10™° 1.714
Age77 ~.043 -1.398
Educat77 -.177 -1.610
DUnem77 .978 1.385
DBrthbea 1.333% 3.382
DHome -1.415% -3.544
DProf 3.324

1.6742

aStatistically different from zero
confidence,

at 99 percent level of

bStatistically different from zero at 95 percent level of

confidence,



that tier one jobs, which are within an internal labor market,
nonetheless bridge labor markets. This aside, the estimated re-
gression equations appear to support the contention that the inter-

nal labor market, ceteris paribus, reduces the geographic mobility

of those whose jobs are normally found within these markets.

The other two categorization schemes, (0C) and (0A), provide
results inconsistent with a priori expectatioﬁs. As exhibited by
Model H-1, Table 16, tier one and tier two workers are mofe geo~

graphically mobile, ceteris paribus with the use of an occupational

categorization scheme (OC or 0A). This provides further evidence
that the classification technique proposed by this study provides

tiers that more closely match a priori expectationms.

Hypothesis Two--Employment Pressure and Tier Membership

(Model H-2). Briefly, hypothesis two states that members of each
tier respond differently to labor market tightness in regard to the

migration decision. Ceteris paribus, it is hypothesized that sec-

ondary workers (tier three) will exhibit a greater employment
tightness elasticity in the estimated migration equation. In the
pooled data with no differentiation by tier (Model H-0, Table 13,
page 92), greater employment pressure within the region encourages
migration from the region. At first glance, this appears to con-
tradict a priori expectations. That is, with more employment
opportunities relative to labor supply within the local labor
market, one would expect to observe workers finding jobs within the
local labor market with a consequent reduction in migration prob-

abilities,
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Miller (1973) contended that the failure to control for prior
mobility accounts for the computation of an unexpected sign on the
variable representing employment opportunity within the region and
out-migration rates. But Olsen, et al. (1977) found that out-
migration seems to respond to employment pressure as expected for
persons less than thirty years of age. However, for those thirty
years of age and older one observes contradictory behavior. This
led Olsen (1977, page B-6) to report that ". . . some problems
remain: (1) some of the variables especially growth in employment
enter the relationship with consistently incorrect signs . . . ."

Thus, one may ask if the failure of the employment tightness
varilable dr employment growth to enter the estimated equation with
the expected sign is the result of: (1) combining age cohorts as
suggested by Olsen, et al. or (2) failing to control for past
mobility as disclosed by Miller? The results of this study suggest
that it is neither. After controlling for age and past mobility
the statistical regressions indicate that the failure to generate
the expected sign on the employment tightness variable is due to
the aggregation of dissimilar segments of the work force.16

As outlined in hypothesis number two, workers within an in-

ternal labor market (tilers one and two) are likely to react

16Rather than controlling for age by employing the independent
variable, age, .in the estimated regression equation, Olsen, et al.
estimated separate regression equations for each age cohort. Due
to the size of the sample, a rigid test of Olsen's proposition
could not be performed.




111
differently to employment pressure or excess demand pressure. The
results bear this out.

As reported below for Model H-2, Table 18, tier one and tier
two workers are less sensitive, or demonstrate less elasticity, in
their migration decision to employment pressure. In fact the
coefficient for the variable, 'Tight77', for tier two workers is
negative while that for both tiers one and three is positive,

During rapid employment growth within a region, companies will
first post openings for jobs so that employees currently working
for the firm will get the first crack at them., As stated by Kerr
(1954, p. 99), "Jobs are posted and all men who claim the necessary
qualifications may compete. But this is still an internal sub-
market to which persons outside the plant have little or no ac-
cess."

The coefficient for the variable Tight77 takes on its largest
positive value for tiler three workers. Thus as hypothesized, it
appears that for those regions experiencing employment growth, tier
one and tier two workers, relative to tier three workers, tend to
move up the promotion ladder with an accompanying greater reluc-

tance to move geographically.
Since studies have indicated the importance of age in deter-

mining tier membership, perhaps Olsen's study rather than detecting

differential responses to employment pressure by age was in fact
observing differential response by tier or sector which is to some

degree, a function of age.
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Hypotheses Three--Tenure and Geographic Mobility Among Tiers

(Model H-3). Hypothesis three states that equal months of tenure
with an employer inhibit migration more among their ‘one and tier
two workers than tier three workers. Tenure in the pooled data has
the expected negative impact on mobility. However, the coefficient
is statistically insignificant in the regression on the pooled data
with no differentiation by tier (Model H-0, Table 13, page 92).
Additiénally since age and tenure are highly correlated (corre-
lation coefficient = ,459), multicollinearity reduces the t-values
for both variables in the estimated regression equation.

The estimated regression equation for Model H-3 in Table 19
below demonstratgs, as hypothesized, that longer periods of ex~
perience with an employer are more inhibiting to geographic mo-
bility for the tier two worker. ‘That is, the coefficient for
ITenure2 is negative and statistically significant at the 90 per-
cent level of éonfidence. However, the coefficient for the inter-
active variable for tier one, ITenurel, is statistically insig-
nificant at the 95 percent level of confidence. In other words,
tier one and tier three workers appear to react similarly to var-
ious levels of tenure in their migration decision. What factors
account for this similarity?

Theoretically the outcome is not unexpected. As stated by
Piore (1975, p. 126):

They (tier one workers) are also distinguished by the mo-

bility and turnover patterns, which tend to more closely

resemble those of the secondary sector; except in con-~

trast to the patterns of that sector, mobility and turn-
over tend to be associated with advancement.



|
|
ﬂ N 0gC” %00° 81Y" 600" 99y* €00° ToanuarI
—
|
| 9%G° ~ 010°~ 069°— 1 0) %79° - £00° - L/[PaInud]
|
$69°~ 96C "~ G69°—~ 86C° - %€0°1- ovYy* - 20-40d
€TL Y mNoo.N, 6T1S" Y mwmm.a 629y wHNo.N dug-ydd
168°¢ mHmH.N g8¥8°¢t mmHN.N LT Y mqu.N woxdq
TN nomN.MH 11§ 4 nwoo.ea S01°¢ ANNH.NA LLIUBTL
,
W €Ly o6¢€” oyL® 66" L9%* - 1¢e° - ¢I9TLd
|
S8L°T nwm¢.H 661°¢ aqmw.ﬂ 611 1~ Lt - TAI9TF1Ld
08T ¢~ .mmmm.mﬂl OET £~ mwmm.MHI LELT mﬁqm.oal 1dedaajul
!
anTeA-3 JURTOTIID0) anTeA-3 JUSTOTIFR0D anTeA-1 JUSFOIFIS0D SOTqBTIBA
juspuadspur
(V0) Awouojny jo 93133Q (D0) uotledndoQ (12) Awouolny 3jo 892183 pue
pue uofiredndoQ £q uoFireziiodale)d juswaAoxduy sSupuaey

£q uof3lezIi0891®)

£q uor3lezrao3vle)d

(d-1/d) BoT--°1qetraep uspuaddaq

411 A9 NOISIOHQ NOILVEDIW dHL

NI H9ANAL 40 SHINOW OL ISNO4SIY 'TVIINIIHIATA-—E-H TIAAOK

61 HT4VL




*90UDPIJUOD JO TaAS] Juddiad G 1B 0192 WOIJ JUSIDIITFP %Hﬁwoﬂumﬁumgmn

*30UapPTIUOD JO TOA9] jusoiad g 1B 0192 WOIJ IUSASIITP maamUHumﬂumumm

91% €~ mﬁqm.al (1) B 276871~ 976" ¢~ wooq.H1 awWoHd
9£G°¢ mqom.H 06 ¢ mqwm.a €EV e mmmm.H eaqulagd
189°T nmmm.ﬁ £9%° T S80°T €TL” eIs” [ [w2ud
[4A S 1T10°- 9.6 T~ (AN 19%° (44N L/3eonpd
[44: [4A N YL - 020°~ C€92°1 8e0°~ L1338V
VZAAR ! mloa*mow.¢ 0LE"T mIOH*N<H.¢ €91°2 mloa*mmm.m L [®3eMY
. q

60¢C" ¥00° 691° £€00° 0€9°1- awmo.l ¢oanualLl

juspuadapul

(V0) Awouolny 3jo 29139(Q (D0) uoTiednd2Q (12) Awouolny 3JO 39133( pue
pue uofiednodQ £q uoFjezraolele) juswansoxduy sSujuaely
£q uorieziaoBale) £q uof3zezraodelred

(d-T/d) 8oT1--°oTqeraep juspuadaq

|
|
|
anyep-l JUDTOFJI0)D oNTeA-] JUDTOTII90D anTepA-1 JUSTIEIIS0D S9TqRTIEBA
(penutrjuo)) 6T 1AV




117
But Piore does not specifically identify the forces that
account for this., It is apparent that there are two opposing
forces at work. First, tier one workers, possessing jobs located
in an internal labor market, are reluctant to move geographically
as they travel up the promotional ladder with longer tenure. Thus,

ceteris paribus, one would expect to observe less geographic

mobility on the part of tier one workers with increased tenure.

But all other things do not remain constant with changing
levels of tenure. With increasing tenure, the tier one workegAen-
hances his/her marketability in other firms. That is, these
workers gain general skills which can be sold to other firms.

These skills, though they may be positively correlated with edu-
cation, are separate and distinct and are not controlled for in the
estimated regression equation.

This chapter has presented evidence to substantiate a division
of the labor market based upon earnings improvement and job au-
tonomy (EI). This classification method was compared to alter-
native methods employed in previous studieg. It was concluded
that the method advanced by this study provides tiers that more
adequately reflect the characteristics of the segments as described
by the dualists. Furthermore, results from the regression equa-
tions provide support for the hypotheses stated earlier. Chapter

VI will discuss policy implications of these findings and conclude

the study.



CHAPTER VI

POLICY IMPLICATIONS AND CONCLUSTIONS

Policy Implications .

Since manpower programs and technical training designed to
induce occupational change sometimes elicit an otherwise unexpected
spatial move on the part of the trainee, it is essential that
policymakers more fully understand the impacts and determinants of
migration among respective segments of the work force. Policy
makers must integrate the empirically gained knowledge of labor or

.occupational mobility with that of geographic mobility. The two
mobility types are inextricably connected.

And due to the fact that migrants only concern themselves with
the private costs and benefits of a geographic move, government
officials must insure that the resulting mobility does not ad-
versely damage a community through externalities. These exter-
nalities, as pointed out by Romans (1974),‘inc1ude pecuniary,
technical and market factors. That is, governments must recognize
that large welfare benefits and costs may accrue to communities
that experience either net in-migration or net out-migrationm.

Additionally, due tb the selective nature of migration, the
quantity and mix of public services may change dramatically with
the departure or arrival of new workers and their families to a
region. Countless studies have established the fact that migration
responsiveness varies markedly among workers by education, income,
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etc. This study has simply confirmed many of these expected
relationships. However, this study, by consideriﬁg the hierar-
chical nature of the workforce and its effect on the migration
propensities of workers, has provided new considerations for the
policymaker.

A primary question asked by policymakers and addressed by many
researchers has been the question of efficiency. Has migration
resulted in a movement toward equilibrium? Has migration served as
a stabilizing factor in the United States' economy or has migration
been part of the problem as suggested by Piore? Has migration, as
advanced by Piore, prevented the formation of social bonds? Has
migration dichotomized the work force into a stable group of pri-
mary workers (non-movers) and an unstable group of secondary
workers (movers)?

Upon examining the estimated wage equation (Model V-1, Table
12 page 85) one can surmise several important factors that are
relevant to policymakers. Importantly, after controlling for all
factors suggested by the human capital theorists, wages in tiers
one and two are statistically greater than those of tier three or
the secondary worker. Additionally, the coefficients for two of
the human capital variables [manpower training (Mantr) and other
schooling (Othersch)] prove to be statistically insignificant at
the 90 percent level of confidence in the estimated wage equation.

This study has confirmed the existence of segmentation within

the labor market. 'Additionally, this study has established that a
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categorization method that is able to capture the feedback phenom-
enon by anal&zing a workers' experience over several years provides
segments with very different characteristics than those provided by
a more static criterion such as occupation. The technique advanced
by this study categorizes workers into segments that more ade-~
quately reflect the features of the segmented labor market as
postulated in the literature.

As a measure of upgrading or advancement in the labor market,
policymakers have in the past used occupational changes as a proxy
(Byrne, 1975; Sommers and Eck, 1977). This study has demonstrated
that this is not an effective method of measuring upgrading or
advancement in the workforce., Thus, those programs that aim simply
at moving the worker into a more favored occupation are ignoring an
important aspect of workplace deprivation. This certainly mini-
mizes their effectiveness and in many cases dooms the programs to

failure.

Conclusions

This study investigated segmentation within the labor market
and examined how this segmentation affected geographic mobility.
Specifically, this research looked at the relationship between the
internal labor market and geographic mobility.

This first objective of the study was to provide a consistent,
reliable method of categorizing workers into meaningful tiers.
With the use of reliable, longitudinal data, this study was able to
implement a more dynamic method of categorization than had been

employed in prior studies.
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By categorizing workers into tiers according to earnings im-
provement and job autonomy, this study was able to provide support
for the existence of segmentation within the labor market. How-
ever, thesé tiers did not conform to the more rigid model of
Osterman. Osterman (1977) found that secondary workers' earnings
were not statistically affected by additional years of schooling.
This study found that secondary workers were rewarded for addi-
tional years of'schooling by receiving higher wages, Otherwise,
characteristiés of the workers in the separate tiers, as provided
by this study, did conform to those postulated by the dual labor
market theorists,

After successfully categorizing workérs into meaningful tiers,
this study was able to demonstrate that this stratification had a
statistically significant effect on geographic mobility.

It was found that the internal labor market (the market oc-
cupied by tier one and tier two workers) inhibits the geographic
mobility of these workers, Additionally, this study was able to
document that the workers in the separate tiers are affected dif-
ferently by employment pressure, tenure and psychic factors such as

home and community ties.
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TABLE A-1

BREAKDOWN OF INDUSTRIES INTO
CORE AND PERIPHERY

Core Periphery
Communication Agriculture, Forestry and
Fishing :
Construction Amusement, Recreation and Re-

Educational Services

Finance, Insurance and Real
Estate

Govermment-—-Public Service

Manufacturing--Chemical and
Allied Products

Manufacturing—--Machinery

Manufacturing--Metal Industries
Manufacturing--Motor Vehicles

Manufacturing--Paper and
Allied Products

Medical and Dental Health
Services

Mining and Extraction Other
Public Utilities, Printing,
Publishing and Related
Services

Professional and Related
Services

Transportation

Wholesale Trade

lated Services

Manufacturing--Food and Kin-
dred Products

Manufacturing--Textile
Products

Manufacturing--Tobacco

Manufacturing--Other Durables

Manufacturing--Other Non-
Durables

Personal Services

Repair Services

Retail Trade
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