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Real compensation, 1979 to 2003:
analysis from several data sources

The National Compensation Survey, the Current Employment
Satistics survey, the Quarterly Census of Employment and Wages,
the Current Population Survey, and the real hourly compensation
series from the BLS productivity statistics program

each offer strengths and limitationsin analyzing real compensation

I ncreasesin empl oyee compensation substan-
tially outpaced increasesin consumer pricesdur-
ing thelate 1990s. Most, but not all, data series
indicate that real compensation continued to
grow from 2000 to 2003, although at a some-
what slower ratethan in the late 1990s. Changes
in compensation—or, more specifically, changes
in“real” compensation after accounting for con-
sumer price inflation—are among the most
widely watched indicators of economic perfor-
mance. Most workers are keenly aware of how
much they are paid. At amacroeconomic level,
growth in real compensation is vital because it
determines how much people will have available
to spend and save. Spending and saving, inturn,
drive the hiring and investment decisions of
firms.

“What' sgoing onwith real earnings?’ canbe
somewhat difficult to answer because thereisa
wealth of datafrom many different sources, and
those sources do not always indicate the same
trends. It can bedifficult to decide which source
ismost appropriate for a particular purpose. At
least eight statistical programs at the Bureau of
Labor Statistics gLs) provide information on
compensation, and a number of other govern-
ment and private sources al so collect compensa-
tion information.! This article examines data
fromfivesLs statistical programsthat arethe best
suited for providing information on recent and
longer-termtrendsin compensation. Thesedata

sources are the National Compensation Survey,
the Current Employment Statistics survey, the
Quarterly Census of Employment and Wages, the
Current Population Survey, and the real hourly
compensation series from the sLs productivity
statistics program. (See exhibit 1.)

Adjusting for inflation

To comparetrendsin different compensation se-
ries, it is important to use the same measure of
price change to adjust each series for consumer
price inflation. That way, differences in com-
pensation trends will not be confused with dif-
ferencesin the price measures used to adjust the
compensation series. If the sole objectiveisto
comparetrendsin different compensation series,
it would not be necessary to adjust the seriesfor
inflation. Instead, the “current dollar” changes
in each series could be compared over time.
Adjusting each compensation seriesfor inflation
isimportant, however, becausetherate of change
in real compensation is a significant gauge of
changes in living standards. Thus, it is impor-
tant not just to use the same measure of price
change to adjust each compensation series, but
to use the measure that most accurately reflects
changesinthe prices of goods and servicesthat
consumerspurchase.

The eLs Consumer Price Index program pub-
lishes a variety of price indexes; the two best
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Exhibit 1. Comparing five BLS sources of compensation data

Employment Hourlyand Annual and Usualweekly | o hourly
Data Cost Index of | weekly earnings weekly earnings eamnings compensation
characteristics the National | from the Current | fromthe Quarterly from in nonfarm
Compensation| Employment Census of the Current business
Survey Statistics survey Employmentand Population sector
Wages Survey
Timeliness and respondent
characteristics
. . . Lessthana Monthlywithin Wﬁiﬂgr\l’vagn?;mj;ed Lessthana About amonth
Howfyequegltly istheinformation month after the 3weeksof the Wq o1 y redannualy:|  monthafter | after theend of
pUblISth ............................................. end of each surveyreferenoe [;%;th pﬁé(l)l§1w with ay, the end of each quarter
quarter period lag of about 6 months each quarter
) Nonfarm
All nonfarm and agri- establishments,
I . cultural establishments households, and
Who providesinformation?....................... Nonfarm Nonfarm ousenolas,
; ; covered by Federal or | Households
establishments |  establishments government
Stateunemployment administrative
insurance programs records
Private householdsincluded? .................... No No No Yes No
Nonprofit organizationsincluded? ............. Yes Yes Some Yes No
Only thosein
Government employeesincluded? ............. State and local No Federal, State, Federal, State,
POy only and local andlocal government
8,300 private enterprises
establishments | About350,000 M°retha;8 m'o'l"O” 60,000 Not
NUMDET Of UNIS? ... and 800 private-sector privaiean , .
government establishments government households applicable
establishments establishments
Worker, job, and employer
characteristics No, workersin
L nonproduction
All occupationsincluded? ............ccccveenee Yes occu%ati onsand Yes Yes Yes
supervisorsare
excluded
Estimates available by occupation? ............ Yes No No Yes No
Full- and part-timedistinctionspossible? ..... Yes No No Yes No
Demographicinformation available? .......... No No No Yes No
Estimates available by industry?................. Yes Yes Yes Yes Some
Collectivebargaining statusavailable? ....... Yes No No Yes No
Self-employed business ownersincluded? ... No No No No Yes
Selected forms of
compensation included
Wages and salaries before taxes and
other deductions? ..........ccccecvrveveirnenen. Yes Yes Yes Yes Yes
Employer 401(k) contributions? ................. Yes No Yes, in some States No Yes
StOCKOPLIONS .....eeveeiicieccree e No No Yes No Yes
Employer costsfor other benefits?.............. Yes No No No Yes
Characteristics of benefitsplans? ............... Yes No No No No
COMMISSIONS?.....covvrvrrcreieeceerienienienies Yes Yes, if earned and Yes Yes, if usual Yes
paid at least monthly
THPS? ettt No No Yes Yes, if usua Yes
BONUSES? ....cooovricesc e Yes Yes, if earned and Yes Yes, if usual Yes
paid each pay period
Cash value of meals and other payments
INKINA? oo No No Yes, inmost States No Yes

sampleismore than 22,000.

! The number of sampled establishments shown includes only the establishments
included in the Employment Cost Index component of the National Compensation
Survey. Thetotal number of establishmentsin the National Compensation Survey

part-timeworkersseparately.

2 Although the National Compensation Survey collectsinformation about workers’
full- or part-time status, BLS does not estimate Employment Cost Indexesfor full- and
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known to users of economic statisticsare the Consumer Price
Index for All Urban Consumers (cri—u) and the Consumer
Price Index for Urban Wage Earners and Clerical Workers
(cpi—w).?2 These series have undergone many methodol ogical
improvements over the years, making present and future sta-
tisticsmoreaccurate. Thehistorical statisticsarenot revised
toreflect theseimprovements, however. Adjustmentsto Fed-
eral income tax brackets, Social Security benefits, wage lev-
els specified in collective bargaining agreements, and many
other government programs and private contractsaretied to
the cpi—u orcpi—w, so revising the historical seriescould have
far-ranging implications.

Many users of statistics find it important to have price
measuresthat are consistent over timeto distinguish between
changes in measurement procedures and changes in actual
price levels paid by consumers. For thisreason, sLshas de-
veloped a research series, called the Consumer Price Index
for All Urban Consumers Research Series (cri—u—Rs), that
provides estimates of what measured inflation would have
been from 1978 to the present if methods currently used in
calculating the cri—u had been used since 1978.% Some of the
improvements reflected in the cpi—u—Rs would have raised
measured inflation over the 1978-2003 period, but the net
effect of all the changes would have been to |lower measured
inflation. From December 1977 to December 2003, the cri—
u increased 196.8 percent and the cri—w increased 187.8 per-
cent. By comparison, the cri—u—Rs increased 168.4 percent.

Obviously, the conclusionsthat can be drawn about trends
in real compensation can be affected significantly by the
choice of which priceindex is used to adjust for inflation. In
thisarticle, the cri—u—rswill be used to adjust all compensa-
tion series.

National Compensation Survey

The National Compensation Survey (Ncs) is a very compre-
hensive source of information on compensation. The survey
employs BLs economists to collect detailed information on
wages and salaries, as well as benefits. Most other data
sources obtain little or no information about benefits. The
survey includesworkersin nonfarm business establishments
and in State and local governments but excludes workersin
the Federal government, agriculture, and private households
(such asnannies). Also excluded are workerswho are ableto
set their own compensation, such as self-employed business
owners. Thesurvey providesdetailed information on pay and
benefitsby industry, occupation, establishment size, region and
metropolitan area, full- or part-time status, and whether a
worker is covered by a collective bargai ning agreement.
Wagesand salaries are defined inthe survey asthe hourly
straight-time wage rate or, for workers not paid on an hourly
basis, straight-time earnings divided by the corresponding

hours. Straight-timewage and salary earnings aretotal earn-
ings before payroll deductions, such asfor incometaxes and
employee contributions for employer-provided or legally re-
quired benefit plans. Straight-time wage and salary earnings
include production bonuses, incentive earnings, commission
payments, and cost-of -living adjustments. Straight-timeearn-
ings do not include premium pay for overtime and for work
on weekends and holidays, shift differentials, and nonpro-
duction bonuses, such as lump-sum payments provided in
lieu of wage increases. These types of pay are included as
benefit costsinthe survey.

The benefits information obtained from the survey in-
cludes the percent of workers participating in each type of
benefit program, the detailed provisions of each benefit pro-
gram, employers’ costs for providing each type of benefit,
and whether parti ci pating empl oyees must contributetoward
the cost of abenefit plan. The survey obtainsinformationon
the following benefits categories:

- Paid leave: vacations, holidays, sick leave, and other
leave

- Supplemental pay: premium pay for work in addition
to the regular work schedule (such as overtime, week-
ends, and holidays), shift differential's, and nonproduc-
tion bonuses (such as referral bonuses and lump-sum
payments provided in lieu of wage increases)

- Insurance benefits: health, life, and short- and long-
term disability

- Retirement and savings benefits: defined-benefit and
defined-contribution plans

- Legally required benefits. Socia Security, Medicare,
Federal and State unemployment insurance, and work-
ers’ compensation

- Other benefits. severance pay and supplemental un-
employment plans

One set of statistical series produced from the ncs is the
Employment Cost Index (ect), which provides measures of
change in employers’ costs for wages and salaries and ben-
efits. The dataare released each quarter, although the refer-
ence period is not actually the entire quarter; rather, it isthe
pay period that includesthe 12th day of the survey months of
March, June, September, and December.

An important difference between the eci and the other
measures of compensation examined in thisarticleisthat the
ECl measures changesin employment coststhat arefreefrom
the influence of employment shifts among occupations and
industries. Levelsof compensation differ across occupations
and industries. When the shares of employment in occupa-
tionsand industries shift over time, these changes can affect
overall average compensation levels, even if average com-
pensation within the occupations and industries did not
change. For example, an employment shift from industries
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with higher pay to those with lower pay would tend to reduce
the overall average pay level. From March 1986 to Decem-
ber 1994, eci held the occupation and industry shares con-
stant at 1980 levels. Since March 1995, the eci has held the
occupation and industry employment shares constant at 1990
levels. The other compensation data sources examined in
this article are affected not just by changesin compensation
levelswithin occupations and industries, but al so by employ-
ment shiftsacross occupationsand industries.*

In addition to theea for total compensation series, indexes
are availableto measure changesin wagesand salariesand in
benefitscosts. Theability to distinguish between wagesand
salaries and benefitsisimportant because benefits composed
28 percent of private-sector employers’ total compensation
costs at the end of 2003, indicating that benefits are not the
“fringe” that they often have been called. (Seetable1.)

Employers' costsfor wagesand salariesoften moveat very
different rates than benefits costs. For example, in the 12
months ended December 2003, the eci for private-sector
wages and salaries rose 3.0 percent in current dollars, while
the eci for private-sector benefitsrose 6.4 percent. Over the
same time period, prices as measured by the cri—u—Rs in-
creased 1.9 percent. From 2000 to 2003, employers’ costs
for benefitsrose considerably faster than wages and sal aries.
From 1995 to 1999, wages and salaries generally rose at a
faster ratethan employers’ benefitscosts.

Inflation-adjusted costs for total compensation generally
have increased, with afew exceptions® (See chart 1.) Dur-
ing the period of labor market weakness and high inflation in
1980, real total compensation costs generally declined, as
they did during 1987 and during the 1990-91 recession. Real
compensation costsincreased moderately during 1992, 1993,
and 1994 as the recovery from the 1990-91 recession began
totake hold, but real compensation essentially flattened from
1995 until the middle of 1997. In the second half of 1997,
real compensation costs began growing and continued toin-
crease in the years that followed, with substantial increases
occurring in 1998 and again in 2001-03.

Trendsin thewage and salary component of real compen-
sation follow a similar pattern as trends in total compensa-
tion. Declinesinreal wagesand salarieswere somewhat more
prolonged and substantial during the recessions of the early
1980s and from 1987 until the end of the 1990-91 recession.
Real wages and salaries grew moderately from 1992 through
1996. Real wage and salary growth accelerated in 1997 and
wasvery strong in 1998 before moderating in the second half
of 1999. The rate of growth remained positive in 2000 and
even accelerated in the recession year of 2001 and in 2002
before moderating somewhat in 2003.

Trendsinemployers’ costsfor benefitsindicate that, with
rare exceptions, the real cost of benefits has risen substan-
tially throughout most of the 1980-2003 period. The real
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‘Table W Private-sector employer costs per hour worked
for employee compensation (in current dollars)
and costs as a percent of total compensation,
December 2003

Compensation component Cost Percent

Total compPensation. .............ccovvuveeiiiinneenennnn. $22.92 100.0

Wages and salaries .............cooeevviiiiiiiniinnns 16.49 71.9
Totalbenefits ..o, 6.43 28.1
Paid leave ........coooeviiiiiiii 1.48 6.5
VaCAtION ..oviiviiiiiiiei e 74 3.2
Holiday .......ooovviiiiiii .51 2.2
SICK ettt .18 .8
Other (o .06 .3
Supplemental pay ..........cccooeciiiiiiiiiiin .64 2.8
Premium® ... 24 1.0
Shift differentials ..............cocoii .06 .3
Nonproduction bonuses ...............ccoeevvennes .34 1.5
INSUFANCE ... 1.62 7.1
LIfE. et .04 .2
Health ... 1.50 6.5
Short-term disability .............coocoviiiiiinn, .05 .2
Long-term disability ..........c.coocoiiiiiiiiiiniin .03 1
Retirement and savings .........cc.covevvviieinninns .70 3.1
Defined benefit ..........cooooiiiiii .28 1.2
Defined contribution ...............ccoeeiiiiinns 42 1.8
Legally required benefits .............cccooeeviiinnnns 1.96 8.6
Social Security and Medicare 1.38 6.0
Social Security ............ 1.11 4.8
Medicare. ........coccvviiiiiiiiniinins 27 1.2
Federal unemployment insurance .03 1
State unemployment insurance ... 11 5
Workers' compensation ....... 43 1.9
Other benefits? ..........ccooviiiiiiii .03 1
tIncludes premium pay for work in addition to the regular work schedule
(such as overtime, weekends, and holidays).
2 Includes severance pay and supplemental unemployment benefits.
SouRCE: Bureau of Labor Statistics, National Compensation Survey.

cost of benefits declined during 1987 and again from 1995 to
1997. Inall other periods, real benefits costshaverisen. The
real cost of benefitsincreased especially rapidly in 2002 and
2003.

A closer look at benefits costs. Legally required benefits,
including Social Security, Medicare, unemployment insur-
ance, and workers' compensation, compose the largest share
of employers’ costs among the major benefits categories. In
December 2003, private-sector employers' contributions to
these Federal or State government-run benefits programs
made up 8.6 percent of compensation costs; that share had
fallen from a peak of 9.4 percent in March 1994.

Paid leave and health insurance benefits also compose
large shares of employers' total compensation costs, with each
type of benefit accounting for 6.5 percent of the total costin
December 2003. Increases in health insurance costs have re-
ceived considerable attention in recent years from both em-
ployers and workers. From December 2002 to December



Percent change from four quarters earlier in inflation-adjusted total compensation, wage
and salary, and benefits costs for employers in the private sector, 1980-2003

Percent Percent
change change
5.0 5.0

Benefits

Total compensation

N

-1.0
Wages and salaries

a1 Mﬁ /i

(cPI-U-RS).

—2.0
1981 82 84 86 88 90 92 94 96 98 2000 02
Note: Data not seasonally adjusted. Data begin with the 4th quarter of 1980.
Sources: Bureau of Labor Statistics, Employment Cost Index (Eci), and Consumer Price Index for All Urban Consumers Research Series

2003, the Employment Cost Index for private-sector health
insurance rose 10.5 percent (not adjusted for consumer price
inflation). Intheprior year, employers’ health insurance costs
rose 10.2 percent® These increases occurred even as em-
ployerstriedto control healthinsurance costsby passing some
costson to their employees.

I'n addition to the numerouseci seriesand theinformation
shownintable1lonemployers compensation costsexpressed
in dollars per hour worked, the National Compensation Sur-
vey also provides information on the characteristics of em-
ployee benefits plans. For health insurance, these character-
istics include the proportion of workers who participate in
plans, the servicesfor which the planspay, and workers' costs
for plan premiums, copayments, coinsurance, and deductibl es.
In 2003, 65 percent of full-time workers in the private sector
participated in an employer-provided health plan. Among
part-time workers, 13 percent had employer-provided health
coverage in 2003.

Among workers with health coverage, 90 percent had to
contribute some share of the cost of premiumsfor family cov-
erage in 2003, up from 81 percent in 1999. For single cover-
age, 78 percent of workers had to contribute toward the cost
of premiums in 2003, up from 67 percent in 1999. The pre-
miums themselves also increased. The average monthly pre-

mium that plan participants contributed for family coverage
was $229 in 2003, compared with $180 in 2000 and $170 in
1999. Workers' share of the premium costs for employee-
only coverage also rose, to more than $60 per month in 2003,
compared with $54 in 2000 and $48 in 1999. As workers
bear a larger share of healthcare costs, those increases eat
into workers' wage and salary compensation, somewhat off-
setting their pay increases.

Employers' costs for defined-benefit pensions also in-
creased rapidly in 2003. Employers are required to update
their actuarial calculationsperiodically to ensure that defined-
benefit plan assets are adequate to fund current and future
plan payments. Plan assetsgrew rapidly inthe middlieto late
1990s as the stock market continued to rise, so employers
often did not need to contribute fundsto defined-benefit pen-
sion plans. Stock prices generally fell from April 2000 to
February 2003, and interest rates on bonds and other invest-
ments remained low, requiring employers to contribute more
funding to defined-benefit plansin 2003 to meet actuarial re-
quirements. The effect of increases in defined-benefit pen-
sion costs is somewhat mitigated by the fact that only one-
fifth of private-sector workers participated in defined-benefit
pension plansin 2003. By comparison, two-fifths of private-
sector workers participated in defined-contribution plans.
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CurrentEmployment Statistics survey

The Current Employment Statistics (ces) survey includes a
sampl e of 400,000 nonfarm establishmentsin the private sec-
tor and in Federal, State, and local governments. The survey
isthe source of the monthly nonfarm payroll employment fig-
ures that are closely watched by observers of the labor mar-
ket and financial markets. The survey also obtains informa-
tion on the employment, hours, and earnings of asubcategory
of workers in the private sector called “production or
nonsupervisory” workers. The hours measure refers to the
average weekly hours for which workers are paid, including
paid time off for vacations, holidays, and sick leave. The
earnings estimates available from the survey are for average
hourly and average weekly earnings. Information on earn-
ingsin current dollarsisincluded in the monthly sLsEmploy-
ment Situation report. Later each month, BLs issues a sepa-
rate report on “Real Earnings’ on the same day that the Con-
sumer Price Index report is released. Earnings information
for private-sector workers is available from the ces survey
back to 1964. Estimates are updated monthly within 3 weeks
of the survey reference period (the pay period that includes
the 12th day of each month), making the survey the most
timely source of information on compensation.

Although estimatesfrom the survey areavailable monthly,
quarterly averagesareanalyzedinthisarticleto makeit easier
to compare them with other BLs data series, which are only
available quarterly.” The ces earnings estimates examined in
this article also differ from the official estimates published in
themonthly Real Earningsreport becausethe estimatesinthe
monthly report are adjusted for inflation using the cri—w. As
stated previously, thecri—u—rsisused in thisarticleto adjust
all compensation series for inflation.

Trendsin the percent change from four quarters earlier in
the real average hourly and weekly earnings of production or
nonsupervisory workers in the private nonfarm sector from
1980 to 2003 track each other fairly closely, although not
perfectly, because of changes over time in average weekly
hours® (Seechart 2.) Real hourly and weekly earnings de-
clined sharply during 1980-82, a period in which two reces-
sions occurred and consumer pricesincreased rapidly. Real
hourly earnings changed little in 1983 and 1984, although
real weekly earnings rose moderately as the economy began
to grow rapidly and consumer priceincreases eased consider-
ably. In 1985, real hourly and weekly earnings declined some-
what before showing slight increases during 1986. From 1987
through the 199091 recession, real earnings again declined.
Real hourly and weekly earningsincreased slightly from 1992
through 1996. Real earnings began growing more rapidly in
1997 and 1998 and continued to grow at a somewhat slower
pace in 1999 and 2000. Real hourly earnings grew moder-
ately in the recession year of 2001, but weekly earnings
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changed little. 1n 2002, real hourly and weekly earnings grew
moderately, and both series showed little change in 2003.

The real hourly and weekly earnings series from the ces
survey are closely watched by observers of labor and finan-
cial markets. The timeliness of the data makes them particu-
larly useful for quickly observing changesin earningstrends.
Users should be aware of some characteristics of the series.
First, unlike the eci, the ces data do not include employers’
costs for benefits. The cesearnings dataalso do not include
commissionsif they are not earned and paid at |east monthly
and bonusesif they are not earned and paid each pay period.
Thesurvey also does not includetips.

The cessurvey does not distingui sh between the earnings
of full- and part-timeworkers, and separate earnings estimates
for these categoriesare not available. The scope of the hours
and earnings estimates is “production or nonsupervisory”
workers. Thisterm refers to production and related workers
in manufacturing and in natural resources and mining, con-
struction workersinthe construction industry, and nonsuper-
visory workers in private service-providing industries® Pro-
duction or nonsupervisory workers accounted for 81 percent
of total private-sector employment in 2003, a proportion that
has fluctuated only slightly since 1979. (Seetable 2.) Nearly
one-fifth of workers are excluded from the earnings series,
but the proportion varies by industries. For example, 70 per-
cent of workers in manufacturing were in production and re-
lated jobs in 2003, down from 74 percent in 1979. In educa-
tion and health services, 88 percent of workerswereincluded
in the nonsupervisory category in 2003, down from 91 per-
cent in 1979.

Users of earnings data from the survey should be aware
that some employers may not include the ssmeworkersinthe
production or nonsupervisory category that the survey instruc-
tions indicate. There is evidence from prior research that
some respondents instead report the employment levels,
hours, and payrolls of hourly-paid workers or workers who
are covered by the Fair Labor Standards Act, the Federal law
that established the minimum wage rate and rules regarding
overtime.® [t is not clear why some establishments include
different groups of workers in the production or nonsuper-
visory category thanthe survey instructionsindicate, butitis
worthwhile to consider the data-collection procedures used
inthe cessurvey.

When an establishment is added to the survey sample, a
professional interviewer contacts the establishment by tele-
phone and interviews a staff member who is knowledgeable
about the establishment’ semployment, hours, and payroll and
isauthorized to providetherelevant information. The profes-
sional interviewer trains the staff member about measurement
concepts used in the cessurvey and conducts a computer-as-
sisted interview in which the staff member provides informa-
tion about the establishment’ semployment, hours, and payroll.



oL T2l Percent change from four quarters earlier in inflation-adjusted average hourly and weekly
earnings of production or nonsupervisory workers on private nonfarm payrolls, 1980-2003

Percent Percent
change change
4.0 4.0
I Average weekly earnings T
3.0 3.0

Average hourly earnings
2.0 2.0
1.0 1.0
0.0 0.0
-1.0 —1.0
2.0 —-2.0
-3.0 -3.0
—4.0 —4.0
o LI 1 1 [ I [N N N NN N AN N NN (NN (N (N (N N N I 50

1980 82 84 86 88 90 92 94 96 98 2000 02

Note: Data not seasonally adjusted.

Sources: Bureau of Labor Statistics, Current Employment Statistics (ces) survey, and Consumer Price Index for All Urban Consumers
Research Series (cpP-U-Rs).

‘Table P Production or nonsupervisory employees as a percent of total employment, annual averages, 1979 to 2003

Natural Trade, ) ) Professional| Education| |ejsure
Year pIic\)/ta?tle resources | Construction| Manufacturing transportation, | Information Zlgtail\zgéasl buiir:,iss hzgﬂh apd_ sgﬁ}i;s
and and utilities ; ; hospitality
mining services services

1979 ...... 81.8 73.1 82.4 74.4 86.6 69.5 79.0 82.0 91.0 87.0 83.8
1980...... 81.4 72.9 81.3 73.0 86.4 68.9 78.7 82.1 91.1 87.0 84.1
1981 ...... 81.2 73.0 80.6 72.4 86.0 68.6 78.5 82.2 91.0 86.9 84.3
1982...... 80.7 71.7 79.7 70.9 85.7 67.5 77.8 81.8 90.6 86.9 84.1
1983...... 80.8 70.0 79.7 71.1 85.7 66.7 77.4 81.9 90.5 87.0 84.1
1984 ...... 80.8 70.4 80.3 71.5 85.5 68.0 77.2 81.7 89.9 86.7 83.9
1985...... 80.8 70.4 80.7 71.0 85.5 68.1 77.0 81.8 89.8 86.6 84.0
1986...... 80.8 69.6 80.7 70.9 85.4 68.0 76.7 81.8 89.5 86.6 83.9
1987 ...... 80.9 70.2 80.3 71.2 85.4 68.5 76.1 81.8 89.2 86.5 83.9
1988 ...... 80.9 70.8 80.2 71.3 85.4 68.7 75.3 81.8 89.0 86.4 84.0
1989...... 81.0 70.1 80.2 71.2 85.4 68.9 75.1 81.9 88.8 86.4 84.0
1990...... 80.9 70.3 78.2 71.6 84.0 69.4 75.2 81.9 88.7 89.4 83.4
1991...... 80.7 69.7 76.9 71.3 83.7 69.9 74.9 81.7 88.8 89.1 83.3
1992 ... 80.9 69.4 77.0 71.6 83.6 70.8 75.0 81.8 88.8 89.1 83.2
1993...... 81.2 69.4 77.5 72.0 83.8 71.1 75.4 82.2 88.7 89.1 83.3
1994 ...... 81.4 70.0 78.0 72.6 83.8 70.4 75.5 82.8 88.5 88.9 83.3
1995...... 81.6 715 78.0 72.9 83.8 70.6 75.7 82.9 88.5 88.8 83.4
1996...... 81.6 72.4 78.1 72.7 83.9 71.3 75.7 82.9 88.6 88.8 83.3
1997 ...... 81.6 73.2 78.2 72.8 83.8 70.7 75.4 83.0 88.6 88.8 83.2
1998...... 81.4 73.3 78.2 72.5 83.6 68.9 75.1 83.0 88.5 88.6 82.9
1999...... 81.4 73.2 78.0 72.3 83.7 68.8 74.9 82.6 88.5 88.5 82.9
2000...... 81.4 74.5 78.0 72.0 83.8 68.9 74.6 82.7 88.4 88.7 83.1
2001 ...... 81.3 75.4 78.1 71.0 83.6 69.7 74.4 82.5 88.5 88.6 83.2
2002...... 81.2 74.8 77.4 70.6 83.7 70.6 74.8 81.7 88.3 88.2 82.8
2003...... 80.9 73.4 76.0 70.2 83.3 73.6 74.8 80.8 87.6 87.6 81.9

SouRCE: Bureau of Labor Statistics, Current Employment Statistics survey.
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After several months of such interviews, most establish-
ments are moved to one of the self-reporting data-collection
modesused inthesurvey, including touchtonetel ephone data
entry, electronic data interchange (in which large, multies-
tablishment firms provide an electronic file tosLseach month
in a prescribed format), the Internet, fax, and mail. About
three-fourths of responding establishments compl ete the brief
survey form each month generally without the assistance of
interviewers, although a help desk is available each business
day to assist respondents. Even surveyssuch asthe Current
Population Survey (described | ater) that empl oy professional
interviewersto collect datafrom all respondents are subject
toresponseerror. Itisthereforeunlikely that the self-report-
ing methods used by most ces survey respondents result in
any greater response error, given the proceduresused totrain
respondents and answer their questions and the relative
straightforwardness of thecessurvey.

It is possiblethat, even in casesin which responding es-
tablishments follow the ces survey instructions carefully,
some still may have difficulty reporting the employment lev-
els, hours, and payrolls of production or nonsupervisory
workers because the measurement concepts might not align
with record-keeping practices at the establishment. Again,
however, thisisapotential problem with all surveys and ad-
ministrative databases and is not unique to the cessurvey.

Research is underway at sLsto make the hours and earn-
ings series from the survey more accurate and relevant. BLs
currently plans to begin publishing data in 2006 on weekly
hours, hourly and weekly earnings, and gross monthly earn-
ings for all workers, rather than just production or
nonsupervisory workers. eLsalso plans to begin collecting
information on commissions. After the hours and earnings
seriesfor all employees become well established and thereis
sufficient history to adjust the estimates for seasonal varia-
tion, sLsplansto drop the hours and earnings series for pro-
duction or nonsupervisory workers in 2009 and collect data

only for all employees!

Quarterly Census of Employment and Wages

The Quarterly Census of Employment and Wages (Qcew),
perhaps better known to long-time users of economic statis-
tics as the ES—202 program, is an administrative database of
employers and workers covered by the State and Federal
unemployment insurance laws. Theqcew program originated
with the establishment of the national unemployment insur-
ance system in 1938, making it one of the oldest sources of
employment and earnings information available for the
United States. Earnings datafrom the gcew program are not
completely comparable over time, however, because cover-
age under unemployment insurance laws has expanded con-
siderably since the 1930s. In 1938, unemployment insur-
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ance coverage, and thus Qcew reporting requirements, ap-
plied only to private-sector firmsthat employed eight or more
workers for at least 20 weeks ayear. Today, nearly all wage
and salary workersin the private nonfarm sector are covered
by State or Federal unemployment insurance programs, as
are most workers in government and nearly half of workers
in agriculture. The last major expansion of unemployment
insurance coverage occurred in 1978, so afairly comparable
data series on earnings is available over a period of more
than two decades.?

Average annual and weekly wages are available from the
Qcew.™® Average annual wages are calculated by dividing an
establishment’s total annual wages paid by the establish-
ment’s annual average employment. Average weekly wages
are calculated by dividing annual averagewagesby 52. There
islittle difference between examining annual or weekly earn-
ings because the two series follow identical trends. Thisar-
ticlefocuseson annual wages.

The qcew series on inflation-adjusted earnings shows
somewhat different trendsthan do the eci and cessurvey se-
ries. Inflation-adjusted annual wages declined during the
recession and high-inflation years of 1980 and 1981, but the
declines were not as sharp as those indicated by the cessur-
vey. (Seechart 3.) Annual wages, as measured by the qcew,
rose after adjustment for inflation every year from 1982 to
1988. Real annual wages then declined in 1989 and the re-
cession year of 1990 before growing slightly in 1991. Real
annual wages grew fairly rapidly in 1992 and then declined
slightly in 1993. Real annua wages grew only slightly in
1994 but then grew more substantially every year from 1995
t0 2000. Annual wage growth was strongest in 1998, similar
to the patterns shown by the eci and the ces survey. Real
annual wages declined slightly in the recession year of 2001
and in 2002, in contrast to the increases seen in the eci and
cessurveys for those years. Real annual wages rose some-
what in 2003.

One advantage of using the qcew to analyze trends in
employment and earnings is that the database is a complete
census of workers covered by unemployment insurancelaws;
therefore, statistics derived from the database have no sam-
pling error.** The other sources of earnings information de-
scribed in this article are sample surveys, and estimates de-
rived from those surveys are subject to sampling error—that
is, the difference that occurs by chance between a statistic
computed from a sample and a statistic computed from the
complete population. The sample sizes for BLs surveys are
fairly large, so the level of sampling error is relatively small
for overall estimatesderived from asurvey. Survey estimates
for detailed industries, occupations, geographic areas, and
other categories may be based on relatively few sample ob-
servations, so sampling errorscan berelatively largefor such
estimates. The qcew is an excellent source of employment
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and earnings information for detailed industries and geo-
graphic areas, as well as establishment size.

The qocew earningsinformationisvery comprehensiveand
includes not just wages and salaries, but also pay for vaca-
tionsand other paid leave, commissions, tips, bonuses, stock
options, and the cash val ue of paymentsinkind, such asfree
meals or lodging. The qcew data generally do not include
employer costs for legally required or employer-provided
benefits, although employer payments to 401(k) retirement
plans are reported in some States. The qcew dataareanim-
portant source of macroeconomic information; the U.S. De-
partment of Commerce uses the data to estimate alarge part
of the wage and salary component of national income and
personal income.

There also are disadvantages to using ocew datato track
trends in employment and earnings. The main disadvantage
istimeliness. Until 2001, BLs released annual average em-
ployment and wage data from the qcew program once per
year, about 10 months after the end of each calendar year.
Timeliness improved markedly in October 2002, when the
QcEw program began releasing data each quarter on employ-
ment and average weekly wages. There remains a lag of
about two quartersin therelease of gcew data, however. The
Qcew also does not provide any occupational detail, nor does

it distinguish between full- and part-time workersor full- and
part-year workers.

Current Population Survey

The earnings series discussed so far in this article all obtain
information from employers. The Current Population Sur-
vey (cps), in contrast, obtains earnings information from
workers or members of their households. The crsis a
monthly survey of 60,000 U.S. households and is the source
of the information on the Nation’s unemployment rate. The
cps collects information on employment, job-search activi-
ties of people without jobs, age, sex, race, ethnicity, marital
status, presence and ages of children in the household, edu-
cational attainment, occupations, industries, full- and part-
time work, union membership, earnings, and a variety of
other characteristics of workers and their jobs.

Questions about the earnings of wage and salary workers
are asked each month of one-quarter of the householdsinthe
sample, and sLspublishesquarterly and annual average esti-
mates of usual weekly earnings from the cps.’> BLsalso pub-
lishesestimates of hourly earnings, but only for workerspaid
hourly rates!®* Wage and salary workers are those who are
paid wages, salaries, commissions, tips, paymentsinkind, or
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piece rates. Information about the weekly earnings of self-
employed workersis not available fromthe ces. The survey
asksrespondentsto provide information on earnings before
taxes and other deductions and to include any overtime pay,
commissions, or tips that the worker usually receives.” For
multiple jobholders, the questions ask about usual earnings
atthemainjob. Theterm“usual earnings” isas perceived by
the respondent. If the respondent asks for a definition of
usual, interviewers are instructed to define the term as more
than half the weeks worked during the past 4 or 5 months.

BLS publishes cps estimates of usual weekly earnings for
full-time and part-time workers separately. Full-time work-
ersare defined in the cpsasthose who usually work 35 hours
or more per week at their sole or principal job.2® This defini-
tion differs from the one used in the National Compensation
Survey, inwhich each responding establishment definesfull-
or part-time employment according to its own policies and
practices.

Aswith the other earnings series examined in this article,
the inflation-adjusted median usual weekly earnings of full-
time wage and salary workers fell substantially during 1980
and 1981, years marked by recessions and high consumer
priceinflation. (Seechart4.) The median isthe amount that
divides an earnings distribution into two equal groups, one
having earningsat or above the median and the other having
earnings at or below the median. Real median weekly earn-
ings rose somewhat in 1982 before dipping slightly in 1983
and 1984. Real median weekly earnings increased substan-
tially during 1985, 1986, and 1987 before declining again
from 1988 through the first half of 1991. Moderate earnings
growth resumed during 1992, 1993, and the first half of 1994,
and earnings then went through alternating periods of brief
small declines and increases through 1996. Real median
weekly earnings grew slightly in 1997, and, similar to the
other data sources discussed in thisarticle, earnings growth
accelerated in 1998. Real median weekly earnings contin-
ued to risein 1999 and most of 2000 before declining slightly
in late 2000 and early 2001. In contrast with prior reces-
sions, real median weekly earningsrose somewhat during the
2001 recession and into 2002. Real median weekly earnings
declined somewhat in the second half of 2002 and the first
half of 2003 and remained essentially flat in the second half
of 2003.

Thetrendin overall median usual weekly earningsfor full-
time wage and salary workers masks divergent trendsin the
earnings of women and men. Chart 4 also showsthat, among
full-time wage and salary workers, gains in earnings for
women outpaced the gainsin men’ searningsthroughout most
of the period from 1980 to 2003. In addition, there have
been several periods during which the real median weekly
earnings of men declined, while women’s earnings contin-
ued to rise. This pattern occurred most recently in the sec-
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ond half of 2002 and early 2003. In the second half of 2003,
real earnings for men grew slightly, while women’s earnings
grew more strongly.

One important advantage of using the cpsto examine
trends in earnings is that the survey enables researchers,
policymakers, and others to estimate not just mean or me-
dian earnings, which provide insight on trendsin the middie
of the earnings distribution, but also the full distribution of
earnings, such as the proportion of workers who earn, say,
less than $300 per week or more than $1,500 per week. Us-
ers of cps earnings data also can examine measures such as
quartiles, deciles, and percentiles. Like the cps, the National
Compensation Survey also can be used to estimate means,
medians, quartiles, deciles, percentiles, and distributions of
earnings.’®* Such measures can be examined because both
surveys collect earnings information for each individual
worker or job.2

The ces survey and the Quarterly Census of Employment
and Wages can be used to calculate mean earnings but not
medians, quartiles, and so forth. These data sources collect
information on each establishment’ saggregate pay, and mean
earningsare calculated by dividing aggregate pay by thenum-
ber of workers (for mean weekly or annual earnings) or ag-
gregate work hours (for mean hourly earnings). Because
these data sources do not collect pay information for indi-
vidual workers or jobs, however, it is not possible to calcu-
|ate other measures of earnings.

M easures such as deciles and quartiles are important for
understanding earnings trends in parts of the distribution
other than the middle. Whileit isuseful to know about earn-
ings trends for the average or median worker, it also isim-
portant to have measures of earnings trends for the lowest
and highest paid workers. Just as medians divide a popula-
tion into 2 parts with an equal number of workers, deciles
divide a population into 10 parts with an equal number of
workers. Ten percent of workers have earnings at or below
the upper limit of thefirst decile, and 90 percent have higher
earnings. Ninety percent of workers have earnings at or be-
low the lower limit of the 10th decile, and 10 percent have
higher earnings.

The lowest-paid 10 percent of workers (first decile) expe-
rienced declinesin real earnings during most yearsfrom 1980
t01996. (Seechart5.) Real earningsfor these workers grew
from 1997 to 2002 and remained unchanged in 2003. Just as
1998 saw strong growth in real median earnings, that year
also saw the strongest growth in the upper limit of the first
decile, which rose by 4.3 percent from the prior year. Redl
earnings growth for the lowest-paid decile slowed to 0.2 per-
cent in 2000. The recession year of 2001 saw an increase of
0.9 percent, followed by a gain of 0.4 percent in 2002. In
2003, the real earnings of the lowest-paid decile were un-
changed from the prior year.
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Real earnings of the highest-paid 10 percent of full-time
wage and salary workers age 25 or older (10th decile) rosein
al but 5 years from 1980 to 2003. The lower limit of the
10th decile declined by 4.6 percent during 1980, a year of
recession and high inflation. Increasesin the lower limit of
the 10th decile have been the norm since then, with small
declines occurring only in 1988, 1990, and 1993, and no
change occurring in 2003. All other years saw increases,
most exceeding 1 percent, some exceeding 2 percent, and a
few reaching 3 percent.

Quartilesdivide apopulationinto four partswith an equal
number of workers. One-fourth of workers have earnings at
or below the upper limit of thefirst quartile, and three-fourths
have higher earnings. Three-fourths of workers have earn-
ings at or below the lower limit of the fourth quartile, and
one-fourth have higher earnings. Chart 5 also showscprses-
timates from 1980 to 2003 of the percent change from the
previousyear in theinflation-adjusted upper limit of the first
earnings quartile and the lower limit of the fourth quartile for
full-time wage and salary workers age 25 or older. In most
years, changes in these quartiles moved in the same direc-
tion. That was not always the case, however, and when real
earningsfor thefirst quartilerose, real earningsfor thefourth
quartile usually rose by a larger percent. Likewise, when
real earnings for the first quartile fell, real earnings for the
fourth quartile usually fell by a smaller percent.

Earnings data from the cps have many strengths, includ-
ing the ability to estimate means, medians, and other mea-
sures of the full earnings distribution and to examine earn-
ings trends for a variety of demographic groups. Earnings
series derived from establishment sourceslack demographic
information because employers cannot provide such infor-
mation about their workers as accurately asworkers or mem-
bers of their households can. cps earnings data have limita-
tions, however, and it is important for users of the data to
know about these limitations.

All data sources—whether administrative records or
sampl e surveysor whether obtai ned from employers or work-
ers—potentially include reporting errors. The case can be
made, however, that employers can provide accurate earn-
ings information more easily than workers or members of
their households. After all, employershaveto pay their work-
ers and withhold the correct amount of taxes each pay pe-
riod. Many employers aso have management information
systems that make it easy to retrieve accurate pay informa-
tion. By comparison, the househol d-based cpsincludesself-
responsesand “ proxy” responses—that is, one personinthe
household answers questions on behal f of himself or herself
and everyoneelsein the household. Most people can report
fairly accurately, if not precisely, how much they earn, a-
though they may have more difficulty reporting their gross
pay beforetaxesand other deductionsthan if they were asked

to report their take-home pay. Most people also would have
more difficulty reporting the earnings of other members of
their households, even when they are close family members.
Inaccuracies in cps earnings reports also may result from
the tendency of respondents to round dollar amounts or re-
port the amount of take-home pay rather than gross pay be-
foretaxesand other deductions. Thecpsearningsquestions,
by design, do not capture earningsthat the respondent does
not regard as “usual,” such as one-time bonuses that some-
timesamount to asubstantial proportion of total annual com-
pensation. Another problem isnonresponse by people who
are unwilling or unable to provide earnings information.
Nonresponse also is a potential problem with establishment
data sources, but once an establishment agrees to participate
in a survey, it generally provides information for al itemsin
the survey.?* Inthecpsand other household surveys, respon-
dentswho otherwise cooperate may choose not to answer spe-
cific questionsabout topicsthey regard as sensitive, and many
peoplefind questions about their earningsto be sensitive.?

Productivity statistics program

The real hourly compensation estimates from the sLs pro-
ductivity statistics program are derived in part from the na-
tional income measures produced by the Bureau of Economic
Analysis (sea) of the U.S. Department of Commerce. The
largest component of national income is compensation of
employees. BEa estimates the compensation of employees
fromavariety of sources, including several that are described
in other sections of this article. Bea is responsible for pro-
viding estimates of total output and income in the United
States each quarter, and it is important that these measures
beascomprehensiveaspossible. Each of thesLsdatasources
described so far in this article exclude some groups of work-
ers or some forms of compensation; the Bea estimates of em-
ployee compensation come from avariety of data sourcesto
cover virtually all workers and all sources of compensation.

BEA estimates of employee compensation are divided into
two categories, wagesand salariesand “ supplementsto wages
and salaries.” The primary source that Bea uses to estimate
wages and salaries for workersin the private sector isthesLs
Quarterly Census of Employment and Wages, whichincludes
workers covered by State unemployment insurance programs.
The qcew excludes workersin railroads and some farms and
nonprofit organizations, so Bea obtains data from the Rail-
road Retirement Board, the U.S. Department of Agriculture,
and other sources to estimate wages and salaries for these
workers. Because the qcew data are available with a lag of
approximately 6 months, Bea estimates private-sector wages
and salaries for the most recent quarters by extrapolating
employment, hours, and earnings from the monthly sLs Cur-
rent Employment Statistics survey. Asdescribed earlier, the
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ces survey currently does not obtain information about the
hoursand earnings of nonproduction workersin manufactur-
ing and mining, construction workersin the construction in-
dustry, or supervisory workers in service-providing indus-
tries. The earningsinformation from thecessurvey also does
not includetips, stock options, the cash val ue of paymentsin
kind, and many commissions and bonuses. The qcew, by
comparison, obtains hours and earnings information for all
workers and includes a more comprehensive definition of
wagesand salaries. Because of thediffering coverage of the
cessurvey and theqcew, BEa sometimes must revisethewage
and salary estimatesfairly substantially when updated ocew
information becomes available.

To estimate wages and salaries for Federal Government
employees, Bea obtains information on wages from the U.S.
Office of Personnel Management and augments this infor-
mation with monthly sLs estimates of Federal employment.
For State and local government workers, Bea uses wage in-
formation from the qcew. Because of the lag before qcew
dataare available, Bea estimates State and |ocal government
wages and salaries for the most recent quarters using em-
ployment estimates from the monthly sLs Current Employ-
ment Statistics survey and wage and salary estimates from
the quarterly sLs Employment Cost Index.

BEA also estimates so-called “supplements to wages and
salaries,” which include employer paymentsfor Social Secu-
rity and other legally required benefits and employer-pro-
vided benefits, such as health insurance, life insurance, dis-
ability insurance, and retirement and profit-sharing plans. Bea
obtains information on employers' costs for Social Security
and other legally required benefits from the Social Security
Administration and other Federal, State, and local agencies
that administer these programs.

BEA obtains information on costs for employer-provided
benefits from a variety of sources. Information on employ-
ers costs for health insurance comes from the U.S. Depart-
ment of Health and Human Services and from the BLs Em
ployment Cost Index. For lifeinsurance and private disabil-
ity insurance, Bea acquires information from insurance in-
dustry sources. For private-sector retirement and profit-shar-
ing plans, sBea obtainsinformation from the sLs Employment
Cost Index and the Internal Revenue Service.

Once Bea producesquarterly estimates of compensation for
employees, BLs then makes several adjustments to calculate
real hourly compensation. One adjustment that sLs makesfor
published series is to exclude certain categories of workers
that are included in the Bea estimates of compensation. The
broadest sector for whichsLspublishes estimates of produc-
tivity and real hourly compensation is the business sector,
and that sector excludes nonprofit organizations, private
households, and general government. (The sector includes
government-owned businesses, however.) This article fo-
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cusesonthereal hourly compensation seriesfor thenonfarm
business sector, which isthe business sector minusfarms.

After subtracting the compensation of employeesin non-
profit organizations, private households, and general govern-
ment, sLs divides the aggregate estimates of compensation
by estimates of aggregate hours worked—that is, average
hours worked times the number of workers. The primary
source of hours and employment estimatesisthe cessurvey,
but the Employment Cost Index and Current Population Sur-
vey are used aswell.

The cessurvey obtainsinformation on hourspaid for pri-
vate-sector production or nonsupervisory workers. To esti-
mate labor productivity, however, it is necessary to know the
number of hoursworked, excluding the time for which work-
erswereon paid leave and did not contribute to output. For
the quarterly productivity measures, information from the
Employment Cost Index component of the National Com-
pensation Survey isused to estimate theratio of hoursworked
to hourspaid for private-sector production or nonsupervisory
workers? Thisratio thenis applied to the monthly ces sur-
vey estimates of hours paid to provide a timely estimate of
aggregate hours worked by private-sector production or
nonsupervisory workers.

Estimates of hours worked by nonproduction workersin
manufacturing and mining, construction workersin the con-
struction industry, and supervisory workers in private ser-
vice-providing industries are developed from the Current
Population Survey. The cpsis used to estimate the ratio of
the average weekly hours of nonproduction or supervisory
workers to the average weekly hours of production or
nonsupervisory workers. Thisratio thenismultiplied by the
eci-adjusted cesestimate of the average weekly hoursworked
by production or nonsupervisory workers.?

Information on the hours worked by farm owners and
workers, ownersof unincorporated nonfarm businesses, and
unpaid family workers is obtained from the Current Popul a-
tion Survey of households. In farms, retail establishments,
restaurants, and some other types of businesses, thetimethat
proprietors spend working represents a substantial portion
of labor input, so BLs productivity estimates and the corre-
sponding compensation estimates must account for thework
done by business owners. The hourly rate of compensation
for ownersisassumed to equal the average compensation for
wage and salary workersin the sameindustry asthe owners’
businesses. This assumed hourly rate of compensation is
multiplied by the aggregate hours of farm and business own-
ers, and sLsadds the total to the estimates of compensation
obtained from BEA.

BLS estimates of productivity and real hourly compensa-
tion also reflect the hoursworked on an unpaid basisby mem-
bers of the owner’s family. Although these workers are not
paid directly for their work, they contribute to the output of



the farm or business, so failing to include their work hours
would lead to an overestimate of labor productivity. These
unpaid family workers presumably benefit from the profits
of the farm or business, so their work hours also should be
included in estimates of hourly compensation.

Once the fairly complicated process of estimating aggre-
gate compensation and work hoursis complete, sBLsthen de-
rives estimates of average hourly compensation. These esti-
mates are adjusted for inflation using the cri—u—Rs.

During the period of recession and high inflation in 1980,
real hourly compensation declined. (See chart 6.) Real
hourly compensation grew little in 1981, but growth acceler-
ated during the recession year of 1982. Asthe economy be-
gan to recover in 1983 and the first half of 1984, rea hourly
compensation declined slightly. Moderate growth resumedin
the second half of 1984 and 1985, and real hourly compensa-
tion grew even more strongly in 1986. Growth slowed mark-
edly in the first half of 1987 and declined slightly in the sec-
ond half. Real hourly compensation grew moderately in 1988
but then declined again during 1989. During the 1990-91
recession andinto 1992, real hourly compensation grew mod-
erately. In 1993 and 1994, real hourly compensation declined
somewhat before growing moderately in 1995, 1996, and
1997. In 1998, real hourly compensation grew very strongly,
and growth continued at a more moderate pace in 1999 and

2000. Real hourly compensation growth slowed further in
the recession year of 2001 but generally remained positive
through 2003.

The long-runresults

Each compensation series examined in this article shows
similarities in the pattern of changes in inflation-adjusted
wages and salaries for any given year or group of years. For
example, each of the data sources showed that real wages
and salaries declined in 1980 and 1981. Each also showed
fairly substantial gainsin compensation in the mid- to late
1990s, particularly in 1998. In a few years, real earnings
from one data source or another moved in the opposite direc-
tionfromthe other datasources. Evenwhen all the compensa-
tion series moved in the same direction in a particular year,
they did not all move by the same percent. How do each of the
compensation data seriestrack each other over thelong run?

The answer is obtained by using 1979 as the base year,
and computing the percent change in 10 inflation-adjusted
compensation series for each year since 1979.% (Seetable 3.)
Thefirst three columns of the table show percent changesin
the Employment Cost Index. Theeci for total compensation
increased 26.8 percent from 1979 to 2003. The wage and
salary component of the eci increased 17.2 percent, while
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‘Table Kl Percentchange from 1979 in real compensation measures
Employment Cost Index S Current Employment ~ Quarterly Current Population Survey median
for workers in the private tatistics survey, private-| census of | K " F full-ti Real hourly
nonfarm sector sector production or ey 5 1gymenq  USUE WEEKY €artiings of ut-ime 1 ) sensation
Year nonsupervisory workers and wage and salary workers in nonfarm
Total Wages Average | Average Wages business
compen- and Benefits hourly weekly annual Both Men Women sector
sation salaries earnings earnings wages sexes
-0.9 -1.4 0.9 -1.8 2.7 -1.6 -1.8 -2.5 -1.1 0.6
.6 -9 4.5 -2.7 -4.3 -1.8 -1.8 -2.2 -1.0 .3
2.1 4 6.8 -3.0 -5.5 -1.1 -2.2 -2.2 2.5 1.7
4.0 1.6 10.7 -2.5 -3.8 -5 -2.6 -2.9 3.7 1.6
5.2 2.0 13.6 -3.2 -4.8 1 -1.1 -2.0 5.0 2.1
5.5 2.5 13.6 -3.6 -5.7 1.3 .2 -2.1 6.4 4.0
7.8 4.8 16.4 -2.9 -5.6 3.5 3.9 .3 10.1 7.7
7.1 4.0 15.7 —4.0 —6.4 4.6 3.3 .1 10.3 7.2
8.0 4.3 18.9 -4.3 -7.0 5.8 2.3 -.8 10.0 7.8
8.7 4.1 21.1 -4.6 -7.7 4.7 2.3 5 11.0 6.4
7.5 2.5 22.1 -6.5 -10.2 4.3 -7 -4.2 10.5 7.2
9.7 3.8 26.8 -6.0 -9.8 4.8 .0 -3.9 13.2 10.0
10.8 4.0 30.1 -6.1 -9.7 7.7 4 -5.6 14.2 12.1
12.2 4.8 335 -5.9 -9.1 7.0 3.0 -5.5 16.0 11.0
13.3 5.5 35.5 -5.3 -8.2 7.1 2.0 -4.8 14.7 10.3
13.6 6.1 35.4 -4.8 -8.3 8.1 2.2 -3.9 13.2 11.0
13.6 6.4 34.0 —4.2 —-7.4 9.4 2.4 -3.8 14.9 11.2
15.8 8.9 35.0 -1.9 -4.7 12.3 3.0 -1.8 16.9 13.8
18.1 11.6 36.3 .3 -2.8 16.6 7.6 1.4 235 18.5
18.9 12.4 37.3 1.3 2.4 19.1 10.1 1.8 23.3 21.4
20.1 13.0 40.2 2.1 -2.0 22.2 9.7 2.4 24.0 24.8
23.2 15.5 45.2 3.6 -1.7 21.9 11.4 4.4 25.4 27.0
24.3 15.9 48.5 4.5 -.8 21.8 10.4 2.6 28.6 27.9
26.8 17.2 55.1 4.6 -1.0 22.2 10.5 3.3 30.7 32.2
Note: For each compensation series except the Quarterly Census of is the annual average for 1979, and the percent changes are calculated
Employment and Wages, the base period is the 4th quarter of 1979, and the from the annual averages of each subsequent year. For all compensation
percent changes are calculated as of the 4th quarter of each subsequent series, the Consumer Price Index for All Urban Consumers Research Series
year. For the Quarterly Census of Employment and Wages, the base period (cpi-u-Rs) is used to adjust for inflation.

employers' costs for benefits rose 55.1 percent.
The last column in the table shows that real hourly com-

pensation in the nonfarm business sector increased 32.2 per-
cent from the fourth quarter of 1979 to the fourth quarter of
2003. That increaseis similar to the 26.8 percent increasein
the eci for total compensation. Such similar trendsseemlogi-
cal because, despite the many methodol ogical differences be-
tween thereal hourly compensation series and theeci for total
compensation, these series are the only ones that include em-
ployers' costsfor benefitsin addition to wages and salaries.

The qcew is the principal source of the wage and salary
component of the real hourly compensation series. Thein-
flation-adjusted annual wages based on the qcew increased
22.2 percent from 1979 to 2003. That increaseis larger than
the 17.2 percent increase in the eci wage and salary series
from 1979 to 2003.

The Current Population Survey estimates of the inflation-
adjusted median usual weekly earnings of full-timewage and
salary workers rose 10.5 percent from 1979 to 2003. Very
different patterns emerged for women and men, however.
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Real median earnings for women increased 30.7 percent from
1979 to 2003, while the rea earnings for men rose just 3.3
percent over that period. The overall increase shown by the
cps (10.5 percent) is considerably smaller than the increases
shown in the eci wage and salary series (17.2 percent) or in
the Qcew (22.2 percent).

The cessurvey serieson average hourly and weekly earn-
ingsof private-sector production or nonsupervisory workers
show sharply different resultsfrom the other dataseries. Real
average hourly earnings as estimated from the ces survey
were lower than they were in 1979 for every year from 1980
to 1997. By 1998, real average hourly earnings finally ex-
ceeded those in 1979, but the net increase from 1979 to 2003
wasonly 4.6 percent. Thetrend in real average weekly earn-
ingswaseven weaker, asthe average length of the workweek
was nearly 2 hours shorter in 2003 than in 1979. From 1979
to 2003, real average weekly earnings as estimated from the
cessurvey had declined by 1.0 percent.?

Why do the earnings seriesfrom thecessurvey paint afar
worse picture of real earnings trends than do the other sLs



datasources? It may stem from the different coverage of job
categoriesin the cessurvey as compared with the other data
sources. Asdescribed earlier, the earnings information ob-
tained from the cessurvey is for production or nonsuper-
visory workers, and the earnings of nonproduction workers
in goods-producing industries and supervisorsin service-pro-
viding industries are excluded. The earnings of workers ex-
cluded from the scope of the ces survey may have grown
more rapidly than those of production or nonsupervisory
workers over the 1979-2003 period.

This hypothesis can be investigated by examining a spe-
cia eci serieson thereal wages and salaries of production or
nonsupervisory workersin the private sector. Thiseci series
shows that real wages and salaries for production or
nonsupervisory workers grew 14.7 percent from the end of
1979 to the end of 2003. That is a smaller increase than the
17.2 percent shown by the real eci for wages and salaries of
al private-sector workers, indicating that the real earnings
of supervisors and nonproduction workersindeed grew at a
faster rate. Nonetheless, the eci shows a much larger real
earningsgain for production or nonsupervisory workersthan
do either the hourly or weekly real earnings series from the
cEs, thus suggesting that other factors may somehow affect
the differing estimates from the eci and ces survey.

What about long-run earnings trends for the lowest and

highest paid workers? These are shown in percent changes
from 1979 in the cps estimates of the upper limit of the 1st
decile and 1st quartile and the lower limit of the 4th quartile
and 10th decile. (Seetable4.) Thefirst columnin thetable
shows that, among full-time wage and salary workers, the
real earnings of the bottom decile in 2003 were barely above
the level of 1979. For nearly all of the intervening years, the
lowest-paid 10 percent of workers made lessthan they didin
1979, after adjusting for consumer price inflation.

Thereal earnings of the bottom quartile in 2003 were 2.9
percent above the level of 1979. Each year from 1980 to
1999, the lowest-paid 25 percent of workers made less than
they did in 1979, after adjusting for consumer price infla-
tion. Only in 2001, 2002, and 2003 did the real earnings of
the bottom quartile exceed their 1979 level.

The highest-paid 25 percent of full-time wage and salary
workers earned 14.7 percent more in real terms in 2003 than
they did in 1979. The real earnings of the top quartile were
below their 1979 level each year from 1980 to 1985. Begin-
ning in 1986, the real earnings of these workers exceeded the
1979 level.

The highest-paid 10 percent of workers did well from
1984 to 2003, and especialy since the mid- to late 1990s. In
the first few years of the 1980s, these highest-paid workers
earned lessin real termsthan they did in 1979. Beginningin

Percent change from 1979 in Current Population Survey estimates of selected deciles and quartiles of usual
weekly earnings of full-time wage and salary workers age 25 or older adjusted for consumer price inflation
Upper limit of the Upper limit of the Lower limit of the Lower limit of the
Year 1st decile 1st quartile 4th quartile 10th decile
1980 ..ttt -2.6 -3.1 -2.6 -4.6
LO8 L e -3.0 -4.3 -4.1 -2.8
dO8 2 -3.9 -4.2 -1.6 -2.4
L08 -3.3 -4.0 -1.5 -4
L1084 -3.8 -3.4 -1.4 1.7
dO8 -4.8 -3.2 -1.8 2.8
L1086 ..t -4.0 -1.6 1.7 5.7
L1087 i -4.7 -1.2 3.1 6.8
L0088 -4.8 -2.0 2.8 6.4
L0080 e -5.5 -3.4 2.0 7.3
2990 e -5.3 -4.5 1.8 7.2
dO0 T —4.4 -4.8 2.5 8.1
1902 -5.1 -5.0 2.9 9.0
2003 -4.7 -4.5 3.6 8.3
dO04 -7.8 -6.4 4.6 9.
d00S 7.7 -6.5 4.3 10.7
T996 o -7.9 -6.5 3.9 12.2
d007 -6.3 -5.3 5.7 13.4
d008 -2.2 -1.7 8.8 16.6
290 L -1.1 -1 11.1 20.2
2000 ..o -9 1 12.1 24.0
2001 .. 0 1.2 13.3 26.0
2002 L 4 2.2 14.2 27.0
2003 .. 3 2.9 14.7 27.0
Note: The base period is the annual average for 1979, and the percent The Consumer Price Index for All Urban Consumers Research Series

changes are calculated from the annual averages of each subsequent year. (cpPi-u-Rs) is used to adjust for inflation.
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1984, the real earnings of these workers exceeded the 1979
level. In 2003, the lower limit of the 10th earnings decile
was 27 percent higher, after adjusting for consumer price in-
flation, than it was in 1979.

SEVERAL DATA SOURCES AVAILABLE from the Bureau of Labor
Statistics provide information on trends in real compensa-
tion. Each of these data sources reveals different trends in
real compensation over the long run and, to some extent, the
short run. Each datasource hasitsstrengthsand limitations.
All are useful for macroeconomic analysis, and, because the
seriesdo not always move by the same amount or in the same
direction, it is wise to examine each one to understand gen-
eral trendsin real compensation.

For purposes other than macroeconomic analysis, some
series are more appropriate than others. For example, the
cessurvey isespecially useful for analyzing earnings trends
of production or nonsupervisory workers in specific indus-
tries because of itslarge sample size. The Quarterly Census
of Employment and Wages also provides very reliable earn-

Notes

ingsinformation for specific industries. Likethe cessurvey,
the Qcew does not provide earnings information for specific
occupations. The qcew covers al types of workers, how-
ever, including nonproduction workers and supervisors. The
Current Population Survey is the only information source
available on earnings trends for different demographic
groups, and the survey also provides earnings information
for specific occupations. The Employment Cost Index and
the real hourly compensation series from the sLs productiv-
ity statistics program provide more comprehensive measures
of compensation that include not just wages and sal ari es but
also employers’ costs for benefits. The Employment Cost
Index enabl es data usersto distinguish changesin wagesand
salariesfrom changesin benefits costs, both inthe aggregate
and for specific categories of benefits.

There are many potential uses for information on real
compensation, and more than one data source may be ap-
propriatefor any particular use. Knowing thefeaturesof each
data sourceisessential before deciding on which source or
sourcestofocus. |

! The sLs programsthat provide information on compensation arethe
National Compensation Survey, the Current Employment Statisticssur-
vey, the Quarterly Census of Employment and Wages, the Current Popula-
tion Survey, the Occupational Employment Statistics survey, the National
Longitudinal Surveys, and the Consumer Expenditure Survey. Inaddition
to these programs, theests productivity statistics program provides data
series on employee compensation and unit labor costs, which are derived
from national income data produced by the Bureau of Economic Analysis
of the U.S. Department of Commerce.

2The cpru represents about 87 percent of thetotal U.S. population. It
isbased on the expenditures of almost all residents of urban or metropoli-
tan areas, including professional s, the self-employed, the poor, the unem-
ployed and retired persons, as well as urban wage earners and clerical
workers. Not included in thecri—u are the spending patterns of persons
living in rural nonmetropolitan areas, farm families, personsin the Armed
Forces, and those in institutions, such as prisons and mental hospitals.
The cr—w isbased on the expenditures of householdsthat areincluded in
the cm—u definition that al so meet two requirements: morethan half of the
household’ sincome must come from clerical or wage occupations and at
|east one of the househol d’ s earners must have been employed for at least
37 weeks during the previous 12 months. Thecr—w’spopulationrepre-
sents about 32 percent of thetotal U.S. population and is a subset of the
cri—u’ spopulation.

3 More information about thecr—u—rs and its limitationsis on the
Internet at http://www.bls.gov/cpi/cpiurstx.htm Foramoredetailed dis-
cussion of thisresearch series, see Kenneth J. Stewart and Stephen B.
Reed, “Consumer Pricelndex research seriesusing current methods, 1978—
98,” Monthly Labor Review, June 1999, pp. 29-38, available on the
Internet at http://www.bls.gov/opub/mlr/1999/06/ar t4full.pdf

“For an analysis of the effects of holding constant the occupation and
industry employment shares in the cal cul ation of theeci, seeMichael K.
Lettau, Mark A. Loewenstein, and Aaron T. Cushner, “ Explaining the Dif-
ferential Growth Rates of theeci and theecec,” Compensation and Work-
ing Conditions Summer 1997, pp. 15-23, available on the Internet at
http://www.bls.gov/opub/cwc/ar chive/summer 1997art2.pdf

® Historical tables showing constant-dollar Employment Cost Indexes
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are updated each quarter and are posted on the sLs website at http://
www.bls.gov/web/ecconst.pdf Theinflation adjustment for these pub-
lished estimates uses thecr—u. The estimatesin thisarticleinstead use
the cr—u—rs.

% Information about theindex for private-sector health insurance costs
is available on the sLs website at http://www.bls.gov/ncs/ect/sp/
echealth.pdf

" Quarterly averages of hourly earnings are calculated using the fol-
lowingformula:
Quarterly ave = ((pw))(arE) + (Pw,)(aHE) + (Pw,)(aHE))

(PW1+P\N Z+PW3)

Where:

pw, = the number of production or nonsupervisory workersin the first
month of the quarter

pw, = the number of production or nonsupervisory workersin the second
month of the quarter

pw, = the number of production or nonsupervisory workersin thethird
month of the quarter

are, = the average hourly earningsin thefirst month of the quarter

are, = the average hourly earningsin the second month of the quarter
aHe, = the average hourly earningsin the third month of the quarter

Quarterly averages of weekly earnings are cal culated in the same way
except that the monthly figures on average weekly earnings are substi-
tuted for the monthly figures on average hourly earnings.

8 Average weekly hours generally declined from 1979 to 2003, in part
because employment shifted from goods-producing industries, which typi-
cally have higher average hours, to service-providing industries, which
generally have lower average hours. In addition, average hourstend to
decline during recessions and rise during expansions. These secular and
cyclical fluctuationsin average weekly hours affect how closely the series
on average hourly earningsand average weekly earningstrack each other.
For additional information on trendsin hours, seeKatieKirkland, “ Onthe
decline in average weekly hours worked,” Monthly Labor Review, July



2000, pp. 26-31, available on the Internet athttp://www.bls.gov/opub/
mlr/2000/07/ar t3full.pdf

9 According to the Explanatory Note published by eLs each monthin
Employment and Earnings production and related worker s include
working supervisors and all nonsupervisory workers (including group lead-
ersand trainees) engaged in fabricating, processing, assembling, inspect-
ing, receiving, storing, handling, packing, warehousing, shipping, truck-
ing, hauling, maintenance, repair, janitorial, guard services, product de-
velopment, auxiliary production for plant’sown use (for example, power
plant), record keeping, and other services closely associated with produc-
tion operations. Construction worker s includethefollowing employees
in the construction industry: working supervisors, qualified craft workers,
mechanics, apprentices, helpers, laborers, and so forth, engaged in new
work, alterations, demolition, repair, maintenance, and the like, whether
working at the site of construction or in shops or yards at jobs (such as
precutting and preassembling) ordinarily performed by members of the
congtructiontrades. Nonsuper visory employees are employees (not above
the working-supervisor level) such as office and clerical workers, repair-
ers, salespersons, operators, drivers, physicians, lawyers, accountants,
nurses, socia workers, research aides, teachers, drafters, photographers,
beauticians, musicians, restaurant workers, custodial workers, attendants,
lineinstallersand repairers, laborers, janitors, guards, and other employ-
ees at similar occupational levelswhose services are closely associated
with those of the employeeslisted.

0 See Katharine G. Abraham, James R. Spletzer, and Jay C. Stewart,
“Divergent Trendsin Alternative Wage Series,” in John Haltiwanger,
Marilyn E. Manser, and Robert Topel, eds., Labor Statistics Measurement
Issues (Chicago: The University of Chicago Press, 1998).

1 See PatriciaM. Getz, “ ces program: changes planned for hoursand
earnings series,” Monthly Labor Review, October 2003, pp. 38-9, avail -
able on the Internet at http://www.bls.gov/opub/mir/2003/10/
ressuml.pdf

2 For moreinformation on the history of unemployment insurance
coverage and on estimates of the number of workers currently not cov-
ered by unemployment insurance, sees.sHandbook of Methods chap-
ter 5, on the Internet at http://www.bls.gov/opub/hom/home.htm See
al so the section on unemployment insurance laws and coverage in the
2002 publication Employment and Wages at http://www.bls.gov/cew/
cewbultn02.htm

B Under most State laws or regul ations, wages include bonuses, stock
options, the cash value of meals and lodging, tips and other gratuities,
and, in some States, employer contributionsto certain deferred compen-
sation plans such as 401(k) plans. Covered employer contributions for
Social Security and Medicare, unemployment insurance, workers' com-
pensation, and employer-provided health insurance and other benefitsare
not reported aswages. Employee contributionsfor the same purposesare
reported aswages, asismoney withheld for incometaxes, union dues, and
soforth.

 Readers should note that the ocew database and all other censuses
and surveys can have nonsampling errors. Nonsampling errors can occur
for many reasons, including the failure to include a segment of the popu-
lation, inability to obtain information for all respondentsin the sample,
inability or unwillingness of respondentsto provide correct information
on atimely basis, mistakes made by respondents, and errorsmade in the
collection or processing of thedata. AlleLs programstake stepsto ensure
quality and minimize nonsampling errors, but such errors cannot be elimi-
natedcompletely.

* Households are in theces sample for 4 months, leave the samplefor
8 months, and then return to the sample for 4 more months. Earnings
questions are asked of househol dsin the fourth and eighth months of par-
ticipation in the sample.

8|t istheoretically possibleto cal culate hourly wagesfor all wage and
salary workers, not just those paid hourly rates, butsLs generally has not
felt comfortable making such cal cul ations because of the large number of
assumptions that would be required. The cps questions ask about usual
earnings, usual hours, and hoursworked during the survey reference week.
Unusual events sometimes happen that can affect how much people earn.

For example, there may be weekswhen peoplework more or fewer hours
than they usually do. Likewise, thecrs earnings questions, by design, do

not capture earnings that the respondent does not regard as“usual,” such
asone-time bonusesthat sometimesamount to asubstantial proportion of

total annual compensation. Those unusual events bring into question
whether cps reports of usual earnings and usual weekly hourswould accu-

rately reflect workers' hourly earnings. There asoisevidence that some
cps respondents report working more hoursthan they actually work. For a
more thorough discussion of the reporting of hoursin theces,seeAbraham
and others, “ Divergent Trendsin Alternative Wage Series.” Althoughets
has not calculated hourly earnings from thecrs for all wage and salary
workers, other researchers and organizations have made such estimates
from the publicly availableces microdatafiles.

7 Prior to 1994, respondents were asked how much they usually earned
per week. Since January 1994, respondents have been asked to identify
theeasiest way for them to report earnings (hourly, weekly, biweekly, twice
monthly, monthly, annually, other) and how much theworker usually earns
inthereported time period. Earningsreported on abasisother than weekly
areconverted to aweekly equivalent. Prior to 1994, earningsfor multiple
jobholderswerereported for all jobs combined. Since January 1994, re-
spondents have been asked to report earnings of multiplejobholdersonly
for themain job. Because of the changesin the Current Population Sur-
vey questionnaire, earnings estimates for 1994 and subsequent years are
not strictly comparable with earnings estimatesfor earlier years.

'8 Although sLs publishes estimates of median earnings for part-time
workers, the datagenerally are not analyzed ins.s publications. The av-
erage workweek for people at work part timewas 21.6 hoursin 2003, but
thedistribution of hoursaround that averageiswide. About 20 percent of
part-time workersworked fewer than 15 hours per week, half worked 15
to 29 hours per week, and about 30 percent worked 30 to 34 hours. In
addition, some part-timeworkerswith fairly high weekly hours may be
regarded asfull-time workers by their employers, and that designation
may result in these workers receiving higher hourly pay rates and more
compensation in the form of benefits. Anexamination of earningsthat
includes all part-time workersin the same group therefore is probably
inappropriate. The average workweek for people at work full timein 2003
was 44.5 hours, and the distribution ismore narrowly concentrated around
that average; 54 percent of full-time workers had aworkweek of exactly
40 hoursand 76 percent worked 35 to 48 hours.

¥ For examples of National Compensation Survey estimates of means,
medians, and percentiles, seeNational Compensation Survey: Occupa-
tional Wagesin the United Sates, July 2003, Supplementary Tables (Bu-
reau of Labor Statistics, August 2004) available on the Internet athttp://
www.bls.gov/ncs/ocs/sp/nchl0636.pdf

% Means and medians both are useful measures of the middle of an
earningsdistribution, and these measures are identical for perfectly nor-
mal distributions. Most earningsdistributionsare approximately normal,
but they usually are not perfectly normal, so the mean and median differ
somewhat. For example, the July 2003 National Compensation Survey
estimate of mean hourly earnings of full-timeworkersin the private sector
was $18.07, while the median was $14.45. The 2003 annual average Cur-
rent Population Survey estimate of mean usual weekly earnings of full-
time wage and salary workers was $801, while the median was $620.
Means can beinfluenced by exceptionally high or low earningsvaluesfor
individual workers, but medians are not affected by such outliers. Both
survey sampl es apparently include some jobs or workerswith exception-
ally high earnings, explaining why the estimated meansfrom both surveys
are higher than the medians. Customarily, s.s publications focus on means
when presenting National Compensation Survey dataand medianswhen
presenting Current Population Survey data. Onereason for thefocuson
mediansin the Current Population Survey isthat earnings values have
been top-coded to help protect the confidentiality of respondents with
unusualy high earnings. With top-coding, an earningsvalue above acer-
tain threshold is coded at the threshold itself, rather than at the valuere-
ported by therespondent. Such top-coding artificially reducesthelevel of
means but does not affect medians. Thetop-coding thresholdsused inthe
Current Population Survey haverisen over time, and earnings estimates
published by s.s for 1994 and | ater years are not based on top-coded data.
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(crs earnings values that are included on the public-use microdata files
available to researchers outside of eLs continue to be top-coded, however.)
These changes in top-coding procedures affect the historical comparabil-
ity of mean earningslevelsfromthe Current Population Survey.

2 Although responding establishments generally provide complete and
accurate pay information, that is not necessarily the case with information
about benefits. The National Compensation Survey obtainsinformation
onemployers' costsfor providing each type of benefit, the percent of work-
ers participating in each benefit plan, and the detailed provisions of each
benefit plan. The detailed provisionsof each benefit plan usually are ob-
tained from plan brochures provided by employers, but employers some-
timesare unable or unwilling to provide plan brochures.

2 | n the crs, adjustments for nonresponse to questions about earnings
and other topics are made through a statistical imputation procedure. In
this procedure, answers from survey participants who answered specific
questions are assigned to survey participants with similar labor market
and demographic characteristicswho did not answer those specific ques-
tions. Thisimputation procedure provides the benefit of increasing the
sampl e size avail able to analyze important characteristics of workersand
their jobs, but it isan imperfect adjustment because it assumesthat survey
participants who are similar in known characteristicsalso are similar in
unknown characteristics.

% Estimates of productivity and real hourly compensation for years
prior to 2001 are based on the ratio of hours worked to hours paid, as
derived from the annual sLs Hours at Work Survey. sLsterminated the
Hours at Work Survey after 2000, and information from theecinow is
used to estimate theratio of hoursworked to hourspaid. Moreinforma-
tion onthischangein the source of dataon hoursworkedisontheInternet
at http://www.bls.gov/Ipc/Iprhws/lprhwhp.pdf

2 ps adopted these procedures for estimating the average weekly hours
of nonproduction or supervisory workersin August 2004. Historical esti-
mates of productivity and hourly compensation were revised accordingly
back to January 1979, when theces began to include questions each month
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about hoursworked. For additional information about these procedures,
see the document, “ Construction of Average Weekly Hoursfor Supervi-
sory and Nonproduction Wage and Salary Workersin Private Nonfarm
Establishments,” dated October 14, 2004, on the Internet at http://
www.bls.gov/Ipc/Iprswawhtech.pdf For further discussion of the proce-
dures used previously by theesLs productivity statistics program and the
research used to develop the current procedures, see Lucy P. Eldridge,
Marilyn E. Manser, and Phyllis Flohr Otto, “ Alternative measures of su-
pervisory employee hours and productivity growth,” Monthly Labor Re-
view, April 2004, pp. 9-28, available on the Internet at http://
www.bls.gov/opub/mlr/2004/04/ar t2full.pdf

% Thereason 1979 was chosen as the base year isthe availability of
datafrom the Current Popul ation Survey and Employment Cost I ndex.
Questions on usual earnings were added to the monthly Current Popula-
tion Survey in 1979. Prior tothat year, questions on weekly earningswere
asked only in special supplementsto the Current Population Survey that
were conducted during May. Information on employers' costsfor benefits
also was added to the Employment Cost Index in 1979.

% Asexplained earlier in thisarticle, the choice of the priceindex used
to adjust each compensation seriesfor inflation can affect estimates of
real earnings growth. Because the earnings estimates from the Current
Employment Statistics survey include only production or nonsupervisory
workers, the ce—w isused in the official monthly es Real Earnings report
to adjust the current earnings figuresfor inflation. Thispriceindex is
thought to reflect more closely the price changesfor the types of goods
and services purchased by workersin the production or nonsupervisory
category. Using theca—u—rs to adjust for inflation, thereal average hourly
earnings of private-sector production or nonsupervisory workersincreased
4.6 percent from the fourth quarter of 1979 to the fourth quarter of 2003.
Using instead thecri—w to adjust for inflation, real average hourly earn-
ingsincreased just 0.8 percent over the sametime period. Thereal aver-
age weekly earnings of private-sector production or nonsupervisory work-
ersdeclined 1.0 percent from 1979 to 2003 using thecr—u—rs to adjust
for inflation; the decline is 4.6 percent when thecr—w isused.





