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OEAP'?SR I 

NO •QU TITATIVE FAOTO 

PEOULIAR TO THE EST 

AGE DETE ATIO 

CO T SA LL INDUSTRY 

In o~d r to appreo1 t tully the fore b hind 

changing ag rt sand straotures in th awmill indu try, 

on must und ~ tand mor th nth r adily asaert in bl 

phys1o l f ot nd n lyz more th n t t1st1o l tabl • 

Bistor1c 117 dev loped ttitud nd m ntal quirks ar 

impos ibl to me ur even in g n r l y; even Judging 

th direction ot their 1nfluenc is d1£f1cult. \Vh t, for 

in tanoe, 1 th eff ot on tod y' wag r te of t tl" di• 

tion or m1litanoy inherited from tbe ;r. w. •J or th ci p 

e ted, 1n om oaee lmost p thologio 1, nt1p thy on 

th p rt or mploy rs tow rd union orgo.n1zat1on in tru-

m nt of nolleotiv b rga1n1ng'l ht 1 the etf ot if on 

on 1d of th b rg 1n1ng t bl sit union man who 

till bears them ntal nd phy ioal oar from bating 

h r ceiv d at the hands of n mplo r' goon quad 1n 

the gre t trik ot 1935, and on th otb r 1t a mange nt 

r pre entative ho suffered ev r loss from 1ndu t~i l 

botage 1n th, trike of 1917? 

... 



Th bulk of th1s p per 111 bed vot d to n 

n lysie or r l tion hip b twe n age nd variou tati -

tioal d t. In p1te of thi empha is it must not b 

torgott n that a negotiated wager t 1s the result or 

complex ot in.flu noe , not the l ast of h1oh re the 

m nt l tt1tude or the 1nd1v1du.al b rg iners. In ord r 

th t bl nc may b pr served the author propos to 

b in 1th bri r n rr t1v of om r th mor important 

non-q titiv r tor h1ch r p oul1al" to th d ter• 

mi.nation of w ge r te in the awmill industry of stem 

Or gon d eh1ngton • 

Until the t enti tho ntury ope d, the volum or 

lumb r produo d tn th o1f1c orth t ua ex.tr m ly 

small. It aat1 f1Eid th . n ed or the Paoifio Co st tat 

and oonstitut d minol!' it m 1n the tr n •Pao1f1o tI' d ~ 

but in rel tion to th tr mendous xploit tion then taking 

pl o 1n the fore t ~egion or th Lak t tes w st ):'11 

lumbe.11 productio as 1nsie;n1tioant. the third qu rter 

or the i tenth century progr · d 1t b om inorea 1ng . . 
ppar nt tbat the t mber resource or th Gre t k 

r ion er b 1ng r p1dly e bausted• nd it then th t 

intere tin the st rn fore ts dev lop d. 1 Tb ooming 

1v rnon H. J n n, Lumb r and Labor (N Yo:rk: 
rr rand Rinehart, Ino.), P• 90.-

2 



3 

of th r llroad (tbe orth m a1f1c to Portl nd nd 

T ooma in 1883, nd th reat N orthem to tb et Sound 

ar in 18 3) s rved s the starting gun ror th rao to 

or at .ortbw et lumbering industry. 

In the arly d y, l bor 1n th logg ng o mp, 

nd to le r xtent in thee wmills, s largely m1gr -

tocy. Th ttbindl stitf' ho o rried hi bl nk troll 

from one job to th next w typioal of the l boring tore. 

H wa 'home le , womanJ. a , votel n w nderer who 

drift d from aamp to orunp, wb r ~er a Job opportunity 

pp ar d. An ind1c tion of the ext nt of this cond1t on 

th f1 ding of :r archer 1n th prob ems of igr tory 

orke'.l' that a l t as 1910 ~ o nin ty p r o nt of th 

l bor r in th logging o 

any p rman nt ddres •1 

ps re unmarried and ithout 

Th f1rst att mpts to organiz 

thes orkers (by th Knight of Labor round ur k 1n 

1884, d by the Shingle av rs in 1890) er hoi•t-lived 

and r tb r tutil . ore suoc ssful org niz ng eampa1gn 

b g n abou.t 1905, nd it 1 from this d t th t ny ~1ous 

history of labor m n gement rel tion must dep rt. 

Rath r tban attempt ev n n bbr vi t d obronologi­

o l history or labor relation·, the utbor 111 try to 

E 
1oarlton Park r, Th au 

{ ew York: Harcourt, Brae 



1 ol t d d1sou e hi tor1eal 

foroe that todaJ theJ oon t1tut 

l m nte of suoh tr dit1on l 

positive, 1£ unm ur bl, 

r ctor in the d t rm1nat1on of ages • 

.Tu_ Trad1 tion of Violeno 

Th v ry n of o of th unio that beg n 

org n1z1ng otiv1t1 sin 1905 1 l oat ynonymouo 1th 

viol no • Throughout its hi tory, and it 1a p rt ot th 

lumb r so ne from 1905 to 1925• the I •.• wa not d 

for th m111tanoy of it members, and th r ction it 

vok d from irate mploy r r no l s urbul nt. Th r 

w s trike 1n the 1 duetry very year betwe n 1905 nd 

1917, and th s tr1k r 1nv r1 bl bot through 1th 

bitt rn nd viol&noe. hen d fe t din trik, which 

w often, th I. w .. cheerfully r orted to methods of 

industri 1 abotag d tgn d to low down production. 

4 

Ola he b t n wobblies nd public otf1o r w re fr qu nt 

nd o ti bloody. Fr pe oh fights fill d the jails 

of mor than one town. On num rou ooo ion l l"ge bod1 

or tri rs er forcibly d port d from on r a to find 

ork ad gri vanes 1n n t rritory. Themot tr g1o of 

th ol sh oooUl'r don Anni tic Day l 19 at ntr 11a, 

ashi gt • Th o-o lled "O ntr l1a e or " w the 

oulmin tion of fourt en y rs of 1rr1t t1ng fr1otion, and 



th ti V ot, 110 l" V l io t oll 1 VD• 

t llJ t t 1 nt,-1 

d • 

1 .. t 1 

oup ot t d • • ot • ncl d 

.. OJttbw • t ell o d T1 . i-

0 "1"' V 1 • In Apr1l or 19 5 1 pt 4 

the j tlo f t. t 
t ee 1f'or 

tot -t.17. 

t l t • '8 tull t t t or h 1 rt 

ork r btt b rl • f 

e t l - td tb t 

a tic of for t- a \If t OX' ft • 

pi t 1n , 
t poi t • th at 

po 1 V l' l pl 0 <> "pr e 

p aa " s. t at , 
dri rr f'ul iok t ft lb 

hi h J VO 18 .t . t 

t 0 dir ti () t o the 

n r 1 to ot 'llolenoe. 

: 
U 1 
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The result of the strike might be d , oribed best 

at otioal d .fat but a tr teg1o victory. Few oontraots 

were 1gned, nd lmost no here a the union reoo 1z d 

s b rg 1n1ng g nt. Y t the tr1k had reveal d a g nu1m,_ 

wid pre d urg for un1on1zat1on as thou and or lumber 

workers .flock d to th stand.ard or th s. T. • u .1 

If the tumultuous months of th organizing strike 

w re coneid rd b d, the jurisdiotion l di put e that 

wr ck d the indu try from 1937 through 1940 wer ven 

wore . For r a on whiob ill be uggeeted l ter, th 

s. • • u. wae split down th middle in 1937 by f ot1onal 

trite, e.nd an important 1ng join d the newly formed OIO 

und r the name of the International ·oodworkers of America. 

Ther ensued an crimoniou st gl b tween the-two Wlions 

tor oontrol .of coll ctive bargaining rights 1n the industry. 

'the most vicious k1nd of jwi diot1on l fight developed, 

1th th public caught in the middle. Goon squads roamed 

th street of ortland; th home and utomob1le of 

individual orkers re ton d; truck d 11v ring upplles 

to mile op r ting under one union re wr oked bf p rt1san 

of the oth r; th longshoremen r fu .d to handl lwnb r 

produced in AF of L mills, nd tb teanwter.s turned down 

lo d· produc din IWA ~~llss in short, aha.os r igned. 

lJen en, .2P.• o1t. Ohapt r 9 gives a. detail d 
analysi • o th 1"935 trtk. 



A tim passed it beoama olear tba.t neither- side was go1ng 

to g in a ele r out viotoi-y., and gr dually th tnt ns,ity 

of the struggle lessened. By 1940 pbysioal cla. hes had 

beoome rar, nd the still bitter trif' em more and 

more to be o r.ri d on through 'the machtn 'f!f of th N ti.on l 

Labor Rel tion Boara.l 

Violence, ln its mor ext~ema forms, hae not 

pl yed prominent part in t,he lumb r . o ne !.no th 

e rly 11'orti , but very import nt tr o s of it ar still 

app rent. there is,. to:r- instance, the r e.ay millta:i y ot 

the average union ,emb r•-a mil.it ney which pring from 

tbe past neo sa1ty of tlghting fO't' any 1mprov ment in 

wage or orking cond1tione. Th l d rs themselv s, in 

pressing wi1on dema.nda, have b en Vigorous, dete%'m1nad, 

and confi t of support from th r nk and £11 • This 

m!litancy is still with us l, o in tbe ttitudes nd 

actions ot men on both s1,dee of the bargaining table wbo 

rem ntbe.r vividly, and in some caaee bitterl7, many or th 

vent that have just bend scribed. It 1 apparent in 

the .fol'm ,of the l ck ot re luet noe to a k tor st11ik 

ction, wh1ch springs .from an euranee that such r que t 

will norm.ally b approved a11d support· d. 

libtcl. Obe.pte:r l.2 describes th jurisdiotton l 
disputes Qf the late 'th1rties. 

V 
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ival Unioni m 

1th the xcept1on or a aeven-1 r peJ:Wiod from 

1923 through 1929, dual unionism has be n one of th major 

probl complicating l bor r l ton in th lumber industry • 

At the out t the r dioal • • • oooupi d the fi ld 1th 

_ a con erv tiv :F of L obartered union h1ob wa v r1ouslr 

n med nd ot amorpheus membership. The la.ttel' h d 1t 

e test suco ss among small, olos ly knit unit eu. h s 

the shingle avers., . hile the f"ormer aohi ved vor among 

the oonst ntly drifting men who made up the logg1ng o mp 

a:r s and th per onn 1 of mall sa mills. A dra tic .fall 

in produotion brought on by n I ••. sponsored trike 

in 1917 prompted the formation of th Loyal egion of 

Loggers and Lumb rmen, popul rly known a the 4L.1 Both 

l bor nd manag ment were r pres nt din the organization, 

and it wa es entially oomp ny union. It urviv d the 

war, nd during the peJttiod from 1923 to 19291 it the 

ol repre nt tiv of the 1 boring man. It 

in 1937 hen the const1tut,1onal1ty of the 

e dissolved 

tione.l bor 

R l tions Act a afftrmed. 2 Late 1n 1929 n vo ed 

Oommuniet o:rga.n1zat1on; the Natione:l Lumbar orkers Union, 

1Tb arlf hi to1-y of the 4L may be found in: 
E. B. -tt l n, The Loy l L g1on of Losg rs nd Lumb x-m n, tt 
Journal~ olit1cal EcoBomz, Vol. , No. 6 (Jun , 1985). 

2Jen n, .22• ill•, P• 227. 



tt mpt d to reoru1t members, but hortly after th North­

et Oouno11 of S wmill nd Timb ~ or ere Union 

formed, the NL U di banded in f vor of policy of "boring 

tro ithin." 

In 936 b g nth gl"e t obi m out of h1ah merged 

th to rival unions wh1eh xist today. Th r ason why 

milit nt r ct1on of the umber ~nd Sawmill ork r ( 

they re now known) oho to or aniz the I A re many 

and oompl1oat d. rt of it, of oours , w a bound up in 

th n t1on- id oontrov r y b t nth of nd the 

fl d ling CIO. Th sunder the Jurisd1otion of the 

rpent r un1o, nd th l tter a b ginning to impo 

it id oo c r 1ng th oratt form of orga11z tion upon 

th lumb r ork r. Condition in th industry nd xp -

rienc und r the I. w. • med to 1nd1o t tb t h 

1ndu tr! l for,m wa more ui.t d to th n eds of th lumber 

or rs, nd co sequ ntly large untb rs of LS m mb rs 

did not t k kindly to th C rp nt r dv1o • nother 

ouro of fr1ct1on resentment ov r th inferior tatus 

accord d th C' 1th1n th Carp nt r Wl on. ~cl :111.-

l nt tom mb r hip th usual d sot .75 pr onth ool~ • 

lot d by th rp nt r had b n reduo d to .es, but th 

right ot th n w m mb r top nsion~ di bility, ad oth r 

b nef1t r abrogat d. Thus th titl "no..•b n fioi 1 

m mber bung upon them, and wb nit tr nspired th t 

9 



thi denied them the vote tn the Oarpenter oonvent1on of 

19~6 and 1937, th re as 1d pr ad d1eoontent in tb 

r nk • 

Tb r w lao a profo-wid di e nt among th 

lad r of th LS a to th co duct of gotiat1ons 

10 

during 1937. Th reoees1on h d solidified employ r opposi• 
. 

t1on to nr ort of co:r:u.1ess1on, and th oon rv tiv 

lement in th wiion was d1aln<sl1n d to pr· s 

to the point ot trike action. Thi d1 gu. t d nd .t\u"th·r 

11 n t d th l oon erv tive group. 

Finally, there wer ' som gr ve person~lity ditt1~ 

oulti • A. • u1:r, the Oarpent r o:t'f1c1 l ho had been 

nt to the LS obit organizer nd negotiator, h d an 

imp ri'ect gr sp or tb mind d temp r of th lumb r 

wor er. B nt on1zed sev ral of th ir led r, appar­

ntly by arbitrary commands and t · deney to t. ,t th m 

as r nk neophytes 1n th prooes cf bargaining. B lien• 

t d large group of the. rcmk nd f1l by advooat1ng ti-1ke 

ttl nt hioh, bil they y h V b v ry r listto. 

ere v tly di appointing to thos memb ra who sight 

ere st muoh high r.l 

1th th d m1se of the 4 and the rise of the I A, 

th pre nt d y p ttem Qf du l unionism took .t'orm. At 



tbi poi t a att mpt hould be de to a. the imp ot 

of this ort of int rn oin oo r iot on th d t min t1on 

of ag r t • 

In th· pa t it h b n th f hion mong rit r 

in th 1'1 ld of la.bop relation to dory riv l 'Wlioni m. 

Th 1\md ntal point in their ind ot nt en that 

dual unionism 1nav1tably fosters Jurisdiction l strife nd 

thus 1 ubjeot to ll the Vil nd mi ob1 f a 001 ted 

1th tat type or riv lry. A r ga:rd the p rtioul r 

subj ct of ge, 1t ha b en sumed th t v ral a pot 

l 

of 1nterun1on co petition ould h v depre iv t nd noie. 

or inst nee, t bio r1 g d di ord ould tend to 

d troy union ol1 rity, d off r an opportunity for 

th mploy r to pl y on group orr 1n t the oth r. In 

addition, in their z l to oquir al rg r mber hip at 

th xp n 

mak co c 

support. or 

of the opposing organ1z tion, union might 

1on to employ r in ord r to nlist tbe1~ 

tr· ing union might find it po 1t on 

bing und rmin d by it riv l 1n th hop oft tally 

e kening it; it 1ght ven find riv l rnb rs • a bbin u 

b hind th ir picket l1n • 

or r o ntly 

th ff ot 

theory b 

, in of r 

b n propound d th t 

thy r v id ob erv • 

t1ons, ar the mor likely result of n e rly nd 1 tur 

typ of riv 1ry.· It further sugg t, th t it oome 



ppar nt th t neither union 1 going to exterminat th 

other, e. "ma.turett form ot riv lry may develop. At th1 

stag each 1on aooepts the 9ther as a mor or l s 

p rme.nent fixture, nd from this matUI~e relationship am 

poait1v good may ar1e .l In 11n itb this theory, on 

author ba 1nt1mat d that one of the ben £1c1al r sult 

of' th competitive compulsion to outdo each other may be 

th establishment of' age rate· t tare higher than they 

otherw1s ould h ve b en. 2 

If th1 th ory 1 • pplied to the conor t oa e ot 

th lumb r indu try ince 1937, ther seem to be oonsid• 

erable evideno to support it. The period trom 1937 to 

l 40 as ind d nough to aonfi~m the or t fears about 

th vil ff cts of ~ l unionism. Sino l.940, ho ever. 

two 1gn1f1o nt tra da seem to 1nd1oat the dev lopment 

or a new fo:rm of )"ivalry. Fir t, the adversaries have 

come iner 1ngly to ralJ on th maabtnery of the NLRB to 

ettl r pr s nt t1on dispute, and les and les upon 

12 

1s e, for x mple: D v1d J. Sapoes, Dual Unionism 
( ew York: Th am1ll~n Co., 1931), P• 261;~d E. 
Dankert, aont mpo~arz Unionism in the United St te (N 
York: r' tic -ffa11, !no., 1§ 'S';, p':" 96; Fo ter R. Dulles, 
L bor in Amerio (Ne r York: Thomas Y. Crowe 11 Oo ., 1949), 
P• 310-:-

2 rthur . Ross, Trade Union~ Polio! (B rkeleyi 
Univ r 1ty of California Pres, 1§48), P• 68. bharles E. 
Lindblom, Union and Cap1t 11am ( e Haven: Y le Un1versity 
Pr s, 1949), P• 4'1: 
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boycott nd juri diot1onal piok t.ing. oond, the mpbasis 

on th drive for members ha been sb1tted .from the r iding 

of r1v l loo l to attempt to org niza th unorganized. 

For in tance, during 1947 nd 1948 the RB oonduoted o 

hUndr d and forty-on repr sent tion election involving 

e1 th r th LS or the I A or both. In on hundred nd 

eleven of tb oas s, or lmo t 80 pr cent, one union aloe 

ppear d on th b llot, bil in only .f1v c .se , or 1 s 

t n 3 pr cent, one union pet1tioni for n el otion 

in a wiit in hioh th oth r s party to oontra t. 

Tb r is lo ome videnoe tor th ss rtion that 

inter~union oompet1t1on tends tor is w gel v l • 'l'wio 

in th post ar p ~iod the union ma ing th initial ettl • 

m nt aw the p tt rn brok n and it riv l granted al rg r 

w g oono ssion. In both e th union with th m.aller 

ttl ment (1n 1945 1t was the IWAJ nd in 19 8 it a 

the W) demand d~ and 1mm di tely received, the ditteren­

ti l. Thus, 1n at least t o lAggeative in ,ts.no , 1 t 1a 

fir to say th t riv l un1on1em ha re ult din g 

hi,her th ould h ve b n obtained had th union ettling 

first b nth only on in the f1 ld. 

u pioion Cono rnins the Motive .2! ............................ _____ _ 

A third strong tr d1t1on among th lumb r ork rs 

is long st nding, tru t of the motive f mployers' 

organ1z tions. th employera h v been an 1nord1n tely 



1nd1vidual1 tio group, and th t~ r si tanoe to union 

r oogn1 tion has been of almost leg nd ry proportion • 

To thi day gre t many 1nd1v1dual on r re.fu. ev n 

to belong to .n oc1 t1on h1oh nes;otiat s i th union, 

though they obeertully and promptly gr nt tb ir employ 

every p ttern wa.g inar • Xn th e rlJ day thi 

ttitud as mad manif t by the formation ot mploy r 

oups d sign d not for purpose of coll ot1v bargaining, 

but pri rily for whol aale res1stanoe to union noroaoh~ 

m nts. ·ot ble mong th 9'0ups r the Lumb rmen ts 

Proteot1v A ooiation, organized in 19171 nd. th Em• 

ploy r' Cl a.ring Hou • formed in 1923. Tb origin l 

pu.rpos of tbe form r- aa to pre ent a solid tront ot 

opposition to th gr at strike of 1917; wh1l one or the 

major aot1v1t1e of the latter app ars to bav been tb 

bl ckli ting ot union men. In addition to industry id 

org nization ucb as th s , local group of' employ r 
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have tr quently band d togethel' to oop 1th more parochial. 

proble 8. Th 1:r ehief funot1on bas been to .rai siz bl 

lu h fund tor th purpose of protecting any contributing 

manufacturer involved 1n labor troubl . and to provid th 

lls itb workmen. l 



Ev nth 4L w s a souro of disillu 1onment and 

eve tu l di tru t, for such was the truotur of the 

o~gan1z t1on tbnt tb r lative bargaining po r of l bor 

nd gement far from qual. The a sooi tion 1as, 

or ours, voluntary and ny employ r s fr e tor ign 

wben be fit. The unusual p rt, ho ver, was that th 

r 1gnt1on of' n mploy r me nt the automat1o withdrawal 

of h1 employ from th a oo1at1on. Thu any t1m an 

mploy r w ti fied 1th as ttl m nt--1 •• , any 
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time l bor r d a ubst nt1 l oono s ion t th bargain-

ing tabl ••b fre to nullify it unilat r lly by 

1thdr :ing himself and bis wbol er w from the orge.niz tion. 

It mu t b pointed out th t tb1 distrust h not 

b en on aid d. Apart from n almost 1nst1not1v nd v ey 

viru.l nt aver 1o to un1o , the ploy r ha found other 

more rational b for dietru t. B o.f't n h felt, 

eomet1m 1th justio t th the is the 1nnooent by tander 

ho is tnv 1'1 bly irijUl'ed by juri d1etio l di put • 

t ti agr nt ith on union ha meant full tr t-

m nt, with boycott and picket lin, at tbe band of th 

other. mh verage employ r al o o rri e 1th him h lf• 

ntury•o d u p1o1on th t, h tev r may be th o a 

n tionally, thi p .rticular seot1on of th union mov m nt 

1 dom1n t d by radical and/ or Communist foro • '17pioal 

of thi attitud th comment of • H. om• pr aid nt 



of th E • t rn nd estern Lumb r Co. ot Portland, during 

the 1935 trik • H plao d th blam for th trike on 

'' out id int r ts. If th lumb rmen and th 1r employ e • , 

who have al ay b n bl to dju t th 1r differ nos in 

the p st, oou d be left lone, v 170n ould b b ok to 
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ork nd PPJ• 1 All qu tion of th ju tio or v lid1ty 

of the s wnption e1d, thi ort of fe ling a and i 

factor 1th whioh to reckon. It nas undoubt dly bolter d 

the mor 1 found tion or his oa in the mind of many n 

employer,. nd in this y 1nor a d hi b r 1n1 g tr ngtb. 

In 1m1l r y, th 11 ger1ng su p1cion of tb 

l bor1n man th t the ult! t purpo of n7 mployer' 

org n1zat1on i oppo ition rath r than n goti tion, ha 

mad him le inclined to barga1 

mad him r luotant to oo pt ls 

tel th mploy r c n p '1• On 

th n to d 

th nth 

nd, and ba 

ximum 

of th Jor probl ms 

f eing r spona1ble le der hip in the two union ••no lea 

th n that f eing the employ re-•1s th limin tto of 

t 1 mutual su p1o1on and th t bli hme t of Q bas1 

for ture b rg ining. 

Th queotion or th eff ton age of tbes 

con 1der t1on 1 ev n mor complex and ob oure than in 

th c of thos disou s d previou ly. It in~olv 



b an 1 goer au t off gin t th other in proo 

that d l almo t entirely n p yobological attitude nd 

qu 1-mor l 1mperativ • R ther th tratf'io in pur 

gu ork unr lived by l nd.mark 1t may b su£f1o1 t 

r ly to h v point d out the oo d1t1on. 

The utbor b 11 v e ha re th mot important 

non-quant1tl ble l nt peculiar to ag d t rmtn tion 

1n the w t rn umber indu try. Tb r ind r of tb 

paper 111 b n attempt tor l t wage ~at to numb r 

ot ot rd ta, but wb tev r oonclu ion y b drawn fr 

stati tio l t r1 1. the utbor 1 s tb foregoing to 

t nd a reminder of th jud ent l ractors involv d 

in w g det rmin tio. 
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OH.APTER II 

STANDARD WAGE ASURES 

'throughout this paper two standard m asurea of 

wages will be used .• s d pendent vartabl s f.n graphic and 

stat1st1eal comparisons. with various other magnitudes and 

obedulea. In ord r to save explanation later thee two 

measures will b deaol'tbed h re. 

Average Hourly Wage Rate_s 

The average hovly wage rat per employe during 

each or the atxty-four qu.az-ters undel' consider tion wa11 

obtained from th tilee or th n ttonal office of th 

Intern tional oodworker of Amertoa. From the ttme ot 

it oft1oial aotlvation in 1937, th1s union h s r pr sented 

approxl.mately 50 per c nt of the orge.n1z.ed produ.ot1on 

workers in th Dougla Fir region. In spite of this 

restricted ooverage th writer feels that tor sever l 

reasons these t1gures are a good appr00t1mat1on of the 

actual rate obtained throughout the fir region. In the 

first plaoe, the wage settlements reaehed by th I •• A. 

and 1te rival, the Oarpenter aftiliated Lumber and Sawmill 

orkers, have been id ntioal in all cases but one. Almost 

1nvariabl7 when wag settlements have been reached at 



different cal ndar times, th later w rd hae been mad 

retroaot1ve to th date or the o~1ginal greement.l The 

single exception oacurr.d in 1960 wh n the I. w. A. n go­

tiated an emplo7er financed b alth and welfare plan in 

lieu ot . wage incr a e. Ev n 1n this cas , however, the 

oomputed money value ot the plan • equ1val nt to th 

money wag inorea.ee re ce 1 v d by the L. S. In the 

s oond place, the number ot non-union employe in this 

r gion is amal.l in relation to total sawmill employment. 

In addition it has. long been the ou tom ot employers .of 

non-atf111ated labor to pay any p•ttern settlement w!.d ly 

granted throughout th 1nduetry. 

Fluotu.ation 1n the aver g hourly w ge r t 

seri s will art e from three general sou.re s. Th major 

oauee of v r1at1on 1s the negotiated wage rate, wb1oh is 

normally ubJeet to revision annu l).y in April or y. 

Howe~ r, 1n time of ~apidly r1e1ng oonswner prices, 

employers oooa ion lly hav consented to a l' • op ning 

ola,u.e at lese than anm1al intervals •2 

1see Chapter I, above. 
2For example. wage inor ases wera granted 1n 

April nd December ot 1942; November and December ot 
1945; April and Deo mber gt 1946; and y and Septemb r 
or 1950. Se Appendix" • 
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A seoondar.y, and much l es important, cauee is the 

change 1n the relative number ot workers 1n each rated 

Job. For xample, a relative decline in the numb r of 

sawyers!!!.!.!.!!. the number of gre n ohain men would 

oa\l e a small reduotlon 1n the av rage hourlJ rate beoauee 

of th different rats of pay applicable to the two Job. 

A third sou.roe or fluatuat1on arisee from the 

ab111t7 or the employ r to vary the amount or av rt1me 

work he offers and the number ot • h1tts that ar operat d. 

A change ot overtime hours, wbioh ar oomp naated at a 

penalty rate ot time and one-half, or a chang in the 

20 

number of sh1tts, which are compensated at ditt r ntial 

rats, will oause changes in th av rage rate per emplo7ee. 

It should be pointed out th t there 1 an absolute l1m1ta• 

tton on th degre to wh1oh th hourly rte oan be 1nor aeed 

by thi dev1oe. During t1m s of full mployment ot the 

available labor force th :re is som point at wbloh 

.further inore se in the numb r or overtime hour per 

emplC>y e is 1mpos i'ble without endangering the health 

and welfare of the workers. At thie potnt diaor tionarr 

changes in the hourly rte by u· ot the device of varying 

ovel'time are oonf1n d to th do111nward d1reotion. 

The av rage hourly wag • f' igure t quite rigid ovet' 

periods ranging u.p to a year. The poes1b111 tie inherent 

1n them ans avail ble to mploy re tor varying it without 



union-management n got1at1ons are v ry striotly l1m1ted. 

Varying th proportions of a work ~oroe a nnot gob yond 

the point t whioh th produot flow boom. s distort d, 

wh1le, as ha been eugg std bove, Chang s 1n overtime 

otfer1nge are only one-edged w pon in tim s of full 

employment uoh aa char oterized moet 0£ th interval 

1957 to 1962. The comparatiV'a inef'feot1venese of these 

meaeur a may beat be seen by noting the oh nges 1n average 

hourly r ,t s betw en contract rev1e1ona. The gr t st of 

these obangea Odcu:rred betwe n 1951 and 1962; it amounted 

to a dollar increase ot .094 pr hour and a peroentage 

increase of about 4 per o nt. The largest reduot1on 1n 

rates w s effected between the oontraots of 1943 nd 1945; 

in dollar terms 1t wa .03 per hour, and• e bout 2 1/2 

p r oent •1 These wer the extrem variations, and 1n most 

oa e the pe.roentag obanges were oona1derably lees t n 

on per o nt. 

Average 9uarterl7 !!,i!. Payment!!!: Em.ploye 

Th measu.r of average qua.rterly wag payment per 

employee was 11.fted lmo t bodily from Employment St tie~ 

t1as, a monthly publication or th W st Coast Lumbermen•s 

Association. This aseoo1at1on oomptles its data trom 

1 e Appendix ••13" on this point. 
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curr nt r ports from m1lls1tes repr eenting percent ges 

of total Dougl Fir pro uotion ranging t:ran 45 to 65 per 

o nt in th period under di ouseion. The d t collected 

by the • c. L.A. a:r g nerally recognized a t e o t 

oourate terial av ilable on th logging nd sawmill 

indu trte of we tern Oregon and a h1ngton.l 

There re thr e ~ar1ables which affect th verage 

p yments series. One 1 the e.v r ge number ot n working 

during e eh p r1odJ a second ie th$ v rag numb r of 

hour work d per employ e during each per1odJ nd e. third 

1 the average hourly w-ge rte. The st t1 t1o1 na of the 

W. o. L. • comput d th v rage payments figure in the 

foll01ring manner. They mult1pl1ed the first v ri bl 

t1me the second to obtain tot l man-hours work d. This 

figure in turn w s mult1pl1 d by the tb1rd v rtabl to et 

th total wage b1ll. Finally, the ge bill w d1V1d d 
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by the aver g numb rot men mploy d to obtain v rage 

payment per employ e. 2 ~ecause 0£ the method of computation 

this er1e 1 not a me sure 0£ tak hom.e pay-, but rather 

lTbes data re u d by both th Bur au of Labor 
Statistic nd the Department of Oommerc e well ae by­
various other gov rnmental ageno1 son both et te and 
teder l lev 1. Am.ong other t ings production, new o:rder, 
employment and payroll figure ar ooepted the best 
av 1labl 1nd1oators. 

2Industria.l Faote vepartment, Tb est Ooaet 
Lumberm n~ Asaoo1at1on, Emplozment Stat1st1os (Portland, 
Oregon). 
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an indication of the averag payroll obeok prior to deduc­

tia 1a for 1100m tax,. r <ieral in uranoe oor1tr1but1ons, and 

th be 1th and welfare plan. 

Th or t1oally this or1tar1on of wage hould be 

somewh t ore flexible than th veraga hourly rate. ot 

only 1 it poa 1ble to vary the number ot em.ployees, but 

it is comparativ ly sy to o nge th hout4 worked per 

employ • Ot cour I th r are rath r rigid upper limits 

to both of th s po sibil.iti . the o~mer st by the , 
ava1labl labor force, and th ~ tter by oustoma.ry and 

oontraotual imit on daily and weekly hour. These 

limitation co t1tute a r1ou ab ok to the flex1b1l.i ty 

or verage payment when the period und r con 1d r t1on 

is 

u 
1 

r th 

of full e ploy nt and co tinued high d mand. 

oond1t onp th r i un11k ly to b any s rioua 

ten e oy toward r duot101 o 

1ng aver ge pay nts. In a 

the v riab s d term1n­

vent• ·he oonolu ion s 1a 

war.ranted th t cliw11g er ain p r1od the ll ed fl 1• 

bili ty or this ty o wag asur y b op rativ in 

a downward dir o 1 en only. 



CHAPTER III· 

ONEY GE RATES ID TBE RGINAL PRO UCTIVITY TEEORY 

In this chaptvr an att mpt will be 

the margin l productivity theory of wag 

d to apply 

to the determine.• 

t1on or mon y w ge rte in the awmill industry of w st rn 

Oregoa a d shington. 

The n,arg1nal produot1v1ty theory of wag al rests 

on two major pr mis : that the "law or eventu lly dim1n-

1sh1ng marginal return" is un1ver lly valid, and th t 

the prime io dient 1n bus1n d o1 ion 1st motive 

of profit x1m1 tion. The form r st te t t when 

f ctor of production is applied in inarea i.ng 9.m • t te> 

oth r factors of produotion, the lat er rema1 ing fixed, 

a po.int ill b re ohed fter- wh1oh output will be inoreas d 

less tha proportionally to the exp ndtng factor. From 

this it can be dedaced that the v lu.e of the product ot 

aoh succe ding unit off otor will b less than that of 

th pr oedi unit ft r the point of d1m1nish1n r tarns 

ha be n r ac d. If t er x1 t n imperf ot in ut 

market the deer s in v lue occa ioned by th f ll in 

lTh marginal roduotivity th ory of w ges is, ot 
cour e, only one aspeot of g ner l th ory of d1atribut1on. 
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marginal. phye1aal produot is re1nforo d by the n o s • 1ty 

ot higher mone7 payments to secure addition l units of" 

faotor. 'l'hu may bed fined a oonoept call d th marginal. 

valu product. It 1 the 1norea in total r venu brought 

about by th, ddit1on of one more unit of faator. 

Th second bu1ld1ng blook••pro£1t max1mizat1on-• 

def1n a how ma.nag m nt will r aot 1n ohoosing mployment 

levels. Und r this assumption th employer will hire that 

amount of labor which Just equates th 

marginal value produot. It he employ 

would be l than a maximum beoaus 

worke~ would b great r than thew g 

wag rat nd the 

f w r men,. profits 

the WP ot the marginal 

rat • It h mploys 

a larger numb r or m n, profits would agaln be l as than 

a maximum beoau e w ge costs would b greater than th 

return .trom the margin l worker. 

In summary then, the th oey 1e simply this. At 

lea t within groups ot workers of a given ola s or type, 

that wager te w1ll pr vail {or that number of workers 

will be employed) whiob is qual to th increase 1n revenue 

attributable to th marginal worker. Th rg1nal valu 

produot of labor may be aff'eoted by several taotors. 

Because they alter the ave~age productivity ot labor, 

chang s in th o pital•labor ratio wi.ll oause ohange in 

MVP. Changes 1n d mand sohedul a may oau tluctuat1ons 

1n MVP in two way • Oeter1e par1b · , change 1n demand 



will oa.uae 

altering th 

pric mov ment in the same d1reotion, ther b7 

F through the r Sult nt ohanges in the 

rev nue sob dul s. Alternatively, n mploy r 1n an 

imp rteotly competitive 1ndu try may ohoo to hav th 

ohange in de nd r fleet din production change • In 

this case, th P will be affect d through changes 1n 

employ nt. A third £actor 1s the oo t truoture of th 

firm: through its eff ot on produat1on l v ls, nd thus 

employ nt, this 1t m can al o caue ohe.ng s 1n the p. 

The marginal produotivity theory holds that the 

employer will be .t'ol:"a d by aompet1t1on nd imp ll d by 

h1 desire to max1Jn1.z profit, to ma1nt 1n om ort of 

a running ev luation ot: th value to him of bi labor 

toroe. This valuation ill b oome mot preois and 

or1t1oal at ti wh n b oontemplates an xp n ion of 

his oap1t l r o111t1es. It 1s a um d t t through this 

prooees of valuation the mployer- will adju t th stze 

of b1s labor force to magn1tud a optimum for hi oonom1o 

b n fit. In o doing be wtll br1 g about• probably un-

consciously, 

pays and th& 

oorrespondenoe b twe n the wager te b 

P. Thu, wage rates which the employer 

feels ar excessive will oa him to reduo employment, 

and vice vera, beoause 1n thi w y hi bet conom1o -
interest will be served. 
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In order to render th f ormulat1on the or tia lly 

pr oio , a Wilber of explioi t assumption are 11 oes ary. 

Among th more important of these ar: (l) P rfect oom• 
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p t1t1on mu t prevail in both the input and output ma~ketsJ 

2) Th only important motiv which impels bu ine s d • 

o1sio a mu. t be that ot profit ll1&X1m1.z t1on; (3) Th r 

must b n approx1 tel.y 1dent1£1abl relation hip between 

work performed nd pbysio l produot1on, (4) Approximately 

full mployment must pr 'I/ail over long p riod ot time; 

(5} rice and wag fl xib1lity mu t be suffic1 nt ov r 

ti to ins • th t markets will b oleared and n equ1• 

l1br1um ma.int ined; (6) D mand and upply sch dul sand 

production functions must b stabl over oonsiderable 

per ode of tim • e ently the author shall examine and 

oo nt upon tbes assumptions, but fir t the r ader mu t 

permit a ahort digr ssion. 

One of the most diffiault probl ma in discus ing 

the marginal produotivity theory ari e from th fact 

that authoritiea ditfer widely in th ir opinions a to 

what pb nom na the theory 1 aompetent to xpl in. 

rg1nal Productivity!!~ Determinant 91. Short~ !!,S!, 

Ra. te s 1n the Firm ------
In many pr1no1pl sand int rmediate theory t xte 

the margin l productivity th orr i pr sented as the 



explan t1on of the demand of a firm ror variable inputs. 

A typ1oal xampl ppears 1n an eoonom1o theory text by 

X nn th Bould1ng. 1 Assuming that 11 other factors r main 

constant, th pr1ae (w ge) ot labor 1 detarmtn d by its 

rginal v lu product. On Or ph I blow, 1 bor in terma 

of n•hours is on th horizontal axis~ and the hourly 

wag rat 1 on th vertio l axis. Th ourve AB 1s the 

marginal value product pr man-hour. Th downward slope 

of th ourve aft r point indicate that d1m1n1sh1ng 

marginal r turns ve set 1n. Then, for any quantity ot 
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labor employed, th wage rat must b equal t.o the marginal 

valu. product of the labt 1n¢r ment. On Graph I if the 

quantity of labor which is employ d 1 OQ th MVP ot th 

lat unit will b QN, and consequently th wag rate must 

be OP or ) • 

If• for any r ason, wage rates hould rtse above 

the oompet1t1ve lev lit is a !Unt8d tnat th mployer will 

lay orr men until the VP 1 agatn equal to th wag r te. 

It 1 assumed furth r th t the work r who re dispoaaeaaed 

from their jobs b cause of "exc ssiv " w ge 1" te will 

otter labor servioe. at r duoea pria s, and t t their 

oomp t1t1on in the Job market will oau e gee to be 

low red until the opt1mwn mployment lev l 1a r oh d. 

lKenneth Boulding, Economic Analysis (N w York: 
rp r nd Bros., 1948), pp. 70!-?. 



Thus, in this vi w, unemployment is a short run phenomenon 

wh1oh l . ts only long a 1 r quired for th ineluot bl 

foro soft free . rket to re tor equilibrium. 

th theory has tbr e qual1t1 s whieh 
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In this for 

largely xp in 1t op larity. It is p~eoi ly determ1n te: 

that 1-s, given the rel vant oh d.ules tbe th ory an v, ~ 

with a charming e aatitud a.ll wag -employ nt-1ncom 

qu stion • It is automat1o: that 1, g1v n pr£ ot 

competition it 1 not only undesirable, it 1e lit rally 

impossible for nyo e to depart for long f'rom th plainly 

marked p th. It is morally satisfying: that is~ th 

th ory expl 1na not only what the wage 111 b , but al o 

hat it ___ 'be. The w ge earn r is ntitl d to the 

value of the rginal produot••no mor nd no l • 

Few conom1ats dvano th1a forl1111latlon as mo.rs 

than conv n1 nt ov r- 1mpl1t1o tioo. The demonstrated 

rigidity ot faotor, nd oommod1ty prio ; th 1nst1tut1on• 

aU.zation of th job market and gov rn nt interv nt1on 

1n th form or minimum wag law and unemploy nt compensa­

tion; and tb .faot that mot oritioal valuations of .factors 

are . de only 1nfr .quently when new plant or major t omo­

logical ohange ar oontempl t d; all thee obj ot1on 

hav led mot eoonomiets to ome alternativ xpr s ion 

cf the the ory • 



. rginal, Produot1v1tz 811 !. N ormat1ve V~l~e 

As one lternative to th foregoing oonstruot 

some conom1st& hav fallen back on the normative or 
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etbioal aspect of tb theory _l. It is adm1tC; d that through 

tr de union pressure, or minimwn wage l w•s, or unemployment 

conq>ensation, wa.ge rates may e~ceed MVP tor r ,J.at1vely long 

perioda ot t.1me. HoweveJt., suoh ·depal'tur trom "normA1 11 

conditions o n b • attatned only at SX'eat cost, both to tbe 

wo~ker and the eoonomy ae a whole. At ttm s ev n J. R. 

Hicks aeems to share this attitud • Fo:r example,. he says,. 

"In normal o1rownstano a wage ratee are det rmin d by 

oompetttion on both aides .us EVen wb n lUoka d1eoussea 

the ettot or 1 s • than perfectly comp t1.t1ve input 

ma:rkats hi . oonclusions make it clear that th ge rates 

wb1ch will be set ar in some e.n abnormal ?'at e. The 

in vitable result ot maintaining such :rates is a prolonged 

bat-d core of unempl.0111.etl.t and a gradllal d. struot1on of 

real oap1tal.3 

lse to'¥:' exampl ; Henry o. Simon , Economio 
Poliaz tor Free Soal~tz ( Chioagot Un1ve:rstty ot i1b1oago 
PreJJS; ma1 .'-!ie ffl:iipte~ I. Aleo, Cbarl.$& E. Lindblom, 
Union . and Qap1 ta,l,1em (N .w naven: Y le Un1v :reity F;ress, 
1940)~ -

23. R. llioks. !fbe Theog of ~aSft (N w York.: The 
om1ll n Co., 1952 ), P• 6l. . utlior s alto • 

3Ibid. See specially C!bapte:rs VIII, IX, and X. -



To this group of eoonomi ts marginal productivity 

1s som how an xprese1on of thing a they "ought to b ;" 

en 1nflex1bl gu1d to policy, any d partur f?tom w 1ch 

involves th 1nd1scr1m1nat sowing of dragon 'a te th. 

:51 

It 1s typioal of this group that both oolleotive bargaining 

nd government wage leg1sl t1on are opposed on pr1no1pl; 

the principle being that such action 1s violation or a 

natural law which 1 definable 1n terms of marg nal. 

produotivity. 

rginal Produc't1vtty !! !. l,ons ~ Det rminant E!. Wage Rat a 

The most d tensible v ra1on of the marginal pro­

duot1v1ty t ocy 1 one which empha 1z s th long run 

nature of the theory. In this oonneotion Paul Douglas 

ha said, "No one who understand the marginal produot1v1ty 

tbeor7 olaims that it work with mathemat1oal precision. 

It is enough that 1t ie a broad and pow rtul tendency 

which brings • ges into some sort ot aloae oontorn:itty to 

it. 111 

In th sam v 1n Hioks argues that imperf ct1ons 

in the mark twill tend to oaua lags of various sorts 

nd durations b tween changes in margin l value product 

and changes in mploymen t. The pr1noipl reason for these 

las lies 1n th 1mperfeot mobility or c pital and the 

1Paul H. Douglas, ,.TI!! Theory ,2! Wages (New Yor.k: 
Th omillan Co., 1934), P• 77. 



oon quent neoe e1ty ·of • itlng until tb aooW!tl.ll t1on ot 

depr o1at1-oo. allowanaes make the varying of the o pital-

1 bor ratio t ibl .1 

Tb1 form ot th theory obv1 ts . n oft 

objection wh1ob y b raised again t the pr oed1n 

vers1o • For 1n tano, the l ok of homogen tty 1n th 

l bor foro oannot b a. cog nt object1onJ tor if one is 

no long r ttempting to arriv ta rnatbe tioally preois 

w r th fact that n 'labor aannot b para led out 

in 1nf1n1t ly mall dl or t pack gee 1s a matter of 

1nd1tf renoe. Neitb r 1e the 1mperteot mobility ot th 

l boring a eriou obj ot1on 1n th long run. A th 

time p riod expand thi dlffioulty tends to disappear and 

32 

hol population movem.enta re pos 1bl • Ev n more im­

portant, 1n the long %'Un oonoept it 1s po s1bl to abandon 

the fiotim that profit max.1m1z t1on oonei t 1n a oompar1-

on of the money r c ipta of toda and tomorrow. In the 

long run 1t 1 m1n ntly prop r to aorib o or our~ent 

oost to futur produot1on; 1.e., p rt or the p~oduativ1ty 

tor wb1oh a oompany is ourr ntly paying my be for future 

produot-•to b produo d oono 1v bly b a co pl t ly dif• 

ferent set of •orkers. Thi reoogn1t1on that th P 

cannot alw y b qu ntified in dollar terms fortunat ly 



ha led to the 1ntrodu~t1on 0£ aubject1va lament into 

the oalcul t1on or t"gin•l va.l.ue produ.at .1 It bas been 

cont nd d t t VP 1 & eonoept wh1ch often n y xiat 

ot\lY in the mind of th 1nd1vldua 'l. e p.loyer. In . c,:p 

o e it is tev r the mploy :r believe 1 t to b , and 

wage ate • and employment ill be a t t that le\f l which 

be· tbtnk:11 wtll max1m1$.f his r.etu.:rn 1n the long l"U.Q,. Th 

things wll1ob nter .1nto th employer'' _ 1nt :rpi-etation ot 

VP are m,1n1y and v J"1ec!l1 and by no . an , do they all 

r ~olve around 1Jllmed1 te money return. Gon 1d ration 

suoh e long te~ lab~r pace, consumer re ot1on to pub­

l1oie 4 wage polic1 • mployee elf Jt , the de ire or 
monopol1 t to tor t ll 1no1p1ent oomp ttt1on, eto. may 

alJ. 1nflueno the ·oaloul tton ,c,f the valu product whtoh 

man gement teelo it d rives, from th marginal worker. 

Of eourse thi· ver ion of marginal productivity 

rot>e the pure theor7 of thrte ot it mott p:r1aeet qua.11ttea. 

Fir t• 1 t de troys that oonf1d nee inspiring d te:rminaey 

hioh ha . made 1te dhe.rants so tenao1oue in d fending 1t. 

It oannot·now be argued th&.t any g1v n wag Jrate is "exo a-

s1v nd noes ar1ly will result 1n u.n mploy nt, because 

'the MVP 1e subJe otively det rmined by manag ment. Th1e 

1An excellent dlecu 1on of th1e ubj ot may be 
found 1n i Fl"itz :Machlup• "llargin l Ana.lyeis and Emp.1:r1oal 
Ree atto·h, 0 .!!:!!, Arner1oan Bconomio Re~! w, Vol. XXXVI, 
PP• 519-54. 
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mean that there i no obj ettve tauda1d by comparison 

wtth h1oh wage y be deol red normal or abnormal, nd 

any- p rtioul r r ta 1 p zfectly oon 1 tent with the th ory 

o J.ong the mployer bell ve that rt to correspond 

to the v lu produot ot the marginal lork r. 

eoond, thi f orn1 of the theory depriv s 1. t of th 

ethical sp et wb1oh has be n nother key to tt great 

popul~rity. t 1 no longeP pos 1ble to say what th 

rt "ought~ to b, but merel7 what it, 

tat, ha turn d out to b. 

a tter of 

1nall.y, if ubJ ot1ve elements are dmitted in 

court, th ooonect1on between wage th orry and th re t of 

th prio ey t m will be loosened. Th whole magn1fioent 

edif1o of a elf•equ1l1br ting g n ral equilibrium b s&d 

upon th marginal analyei will b b dly ups t by the 

ind term1nacy of wage rat. • The llooat1on of r sou.re s 

among oomp t1ng nds o n no longer be d oribed in det1n1 ... 

tiv t rms; and the l v l.s o~ emp.loym nt and income attain 

a fl x1b111ty, v n und r ·t tia conditions, wbioh thy 

oannot bav under th older to~m of th theory. 

Thu , a one writer ha said: 

A ono l'e peoted theory ts oov r d with th shame 
that it is no long r sueo pt1bl to rne ning.ful veri• 
f'1oat1on a desor1pt1vely valid, or v n to meaningful 
appl1o tion a norm. It b ao o l1ttl more than 
another w y of tating th ximiztng pr1noipl as 
it appl1 in a partioul r speot of eoonom1Q life •••• 
It b come re t t ment ot one of the SSwnPt1ons on 
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wbioh the older theory w a ba d ••.• Th r is no 
longer th poss1b111ty ot predicting or judging th• 
aon eqtJ:enoe •••• in te~m or th ge rte» mploy• 
ment, or th· allooation of the labor tore .1 

It 1 not rea onabl to pr ewne that tbeov tic 1 

oon truot or tbi klnd ls a olos de or1pt1on of th e.otu.al 

distribution of 1noome. Ite us tulne 11 in oth r 

dil'eot1ons. b tit doe do 1e point a a1gnif1oant finger 

at the underlying forces that bape and mold .inoo s. 

Ito. n d sor1be quite aoourat ly many or th b sic motives 

whiob imp l th or1t1oal bus1n se d o1 ion·s. b1le 1.t 

oa.nnot b accepted a th def1n1t1v id to publ1o pol1oy 

or a compl t de .ar1pt1on of private otion, it 1 till 

very useful vantag point from whiob pol1oy decision 

may b d nd pr1v t aot1on nalyz. d. Any th ory 1o 

an a straot1on :from reality~ 1t uee1'ulne d pends v ry 

muoh on how olo~ an pprox1mat1on it 1s to th r al world. 

Th time ha come now to xamin oritia lly eom or the 

important as umpt1ona upon wb1oh the rg1n 1 produot1vi ty 

theor re ts. 

Some A W11Pt!ons Underlying tbe rginal Produot1v1tz Th on; 

n7 e oonorni t h • ve e umed th t, in order tor 

th rgina.l productivity th ory to work moothly and/or 

York: 
lNeil • Onamb rl in, Coll ot1v 
oGr -B1ll ~ook o., l95l), 

1n1ng (N w 



produc "normal" results, perfeet .:,ompet1t1on must pr· va:11 

in both product and taoto:r market .1 Thie 1e so (they 

a.rgu) b cause comp t1t1on is the oompule1ve element in 

th marg1nal an lys1a. E .s.,. any f1rnt wbiob oona1stent1J 

ov l"e ti.mates the IDQrginal valUJ product will be ferced 

from bus in e · ( &r will drast1oally ourta.11 it output) 

because ot tts high oost operation. It one • ttempt . to 

inaorpor t monopoly l.ements lnto th theory it 1m1st be 

recognized that, wblle thi imp.ttovt • the theory from the 

tfi:ndpo1nt ot l"ea11am, it ale·o means that the uoontonn ol' 

di u feature h e b en remov d. ~h1s oerta1nly doe not 

imply th t do.mpet1t1on is not now a. roroe 1n guiding the 

behavior ot f1r:m.s ev n in indu trie eharaat r1zed by 

ol1gopol7 oond1t1ons. h t lt doee 1mp1y le that the 

l1ter l n ce sity ot s tting fl1Ploynt ut l vel at tb 

po1nt wber wag rate and WP are qu ted has b en elimina­

ted, an<l that a range ot d:1 eretS.on has be n t.>P n d up so 

that, witbin limit, employer-a may b eatd to have age 

or prioe pol1ey. Thus :lt oan b said that if tb me.rg1na.l 

4Th1s w . on ot the ssu.mption of the foremost 
neo-c1as ibal exponent ot the tbeoX7,. J, B. Cllark, 1n 
E sentials . .i!_ ;goonom.1o ~tieo~i (N w 'fork: Tb cm1llan 
co., l:901) P• 131. %t il'J .. o atf.pu.lat d by Rioks, ~• 
cit., p. a1. It appeal's lmoat inv rtabl.y 10 p:-ineiples 
and theory t xt • nd the oit ti.one 1n that tield would be 
tnnUJne'rable. 



productivity theory is moditi d to aoaornmod te monopol7 

oonditions it mu t or1f1o eom of ite determinanoy nd 

ll of tbe in luotable neoee 1ty wh1oh it ttribut s to 

cert in bus1n deo1e1on •. 

xs.mtned 1 
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A second a swnption whiob hou.ld b 

that th mot1v ot profit .maximization 1 tb onl7 intportant 

raotor in rnaklng bu in Id oi ions. t has be n e en 

that the exfJessively narl"OW view th t profit maxlmiz tion 

mu.st be xpress d only in peoun1ary terms 1s not nos ary 

to n dequ.e.te expre ·sion or th marg1nal produottvlty 

theory in th long run. ny subJeotiv oon 1d ration 

ar al•o admissible. Tber is, bow ver, a e rta1n residue 

ct objection to a theory whioh :all d cis1on are 

postulated en some ultimate xpeotat!.o of profit. There 

is, for in tanoe 1 the d1st1not possibility that management 

may del1b rately expand mployment and produot1on beyond 

the mo t pz-of1t·able point t~ough a d eir ror the power 

and pre tig wbioh our sooi ty aooords to 1mportanoe ( nd 

often m r bigness) 1n th 1ndu tri l oontnlWlity. Tb 

d sire to ma1nt in trad1t1onal lead rsh1p at tu within 

n industry may le d to th s.am thing. It 1s no le s 

possible th t management may d 11b rat ly hold 811\Ployment 

and p~oduct1on at l sa than tbe most profitable magnitude • 

It expansion involves manag rial ffort wbiah imposes 

d1 tasteful work Ol' tim r etr1at1on,. and it profits are 
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adequate to atisfy stookbolders, the bus1ne sman may v ry 

well oboose to employ less than the optimum number of 

raotors. 

Another objection to accepting ven a broadly 

d fined version of profit maximization as th only important 

business motivation arises from the diffiaulty of trao1ng 

an ev n approximately direot relation between the work 

effort of y typ s or employees and the phy ioal product 

therefrom. Thie diffioulty 1s least string nt, but by no 

means abs nt, wh re production work rs are involved. It 

is a vary serious one wher adm1ni tr t1va or service 

per onnel are d alt with. Fore mpl, 1n building m.ain­

t n noe work th eocnom1o ba.eia £or th einployment or 

janitors may b grounded 1n the inoreaeed etfioienoy that 

might be expeoted to pr1ng fro a pl nt kept clear of 

obstruat1v debris and a olea.n 

tor the praoduotion mploy es. 

nd pleasant work plaoe 

But beyond a ome indefinable 

minimum requ1r nt 1n thia reepeot th ma.nag ment of 

similar plants my v ry widely in the size of their building 

maintenance forces. The larger foroe may be the result 

simply of the difference 1 oma subj,otive tandard of 

cleanliness entert in d by the two managers. In this oase 

at least some part of the larger work roroe bears no direot 

relation to the wag rate or the P. Similarly a publio 



r t1ons d p rtment e 1 t 1n the f1~ t 1 t ce 

4&vto tor or at ng good w:111 and tbe~by lnoz. a.·1ng 

proti t . xp et tiQns. B t part-1aular loyer • '1 

grantl • nl.arge th1 d p rt nt or the 1eoondat7 p"t.UipOS 

ot nllanoln hi o p~ ·ige by pre ding th ta ot 

h1 ecwpan7 f ~ be7ond 1t i--ket r . ., A tn. ome ot 

tbtt • O,Tilent 1n the p v . 100 l.l be 

largelJ unrel te to th« WP., !ke •· el:s rva t1ens 

89 

cou: d • p "J quelly- ell to , lmo ·11e r 1c dep :rt-

nt in y l . e u in • 

Tne • n • g 1 notol"luu ly tl r to th d1otatee 

ot log1_. Tb prl o1pl ~t prof1t .Jm1a tion 1 11 

th t1: ln b1 btufinee rel tton ,, wS.11 aot 1n a bS.ghly 

prtdio,t 'bl_ n r. defined by ,t oona1der to b 

1n hi b t c,ono o te:r et • It 1 t oontent1on of 

th au.thoi- t t., it . • please•• he qu.1~ c p ble of 

1ggo:ring tb • int re ta. Oel-talnl7 t pro.tit ot1-v 1 

a pow r"tul QZl .; l" • v· it d o o • y would b 

a c o • On t otb :r baQ • tb au.thor belt ve t t lt 

11 d a• o . l t l 

pel"'baP nct tatal, rrors will art 

Ile 101.t ,. tho b 

s. tt pttng to 

d cu.-1be e cmomio pheno n , 1n :.IJl tbi abetraotion 

(1. •• kl ignoring n •P ouni ry ot-1vfit1·on ) th :rg1nal 

produatlvlty tb oey ~ ~t inly lars tt elt open to a 

o rt ln s. aunt ot i-ror., 
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A mo~ er1ous d teat of the theory 1 th sswnp­

tion that ful..l employment prev 1ls mor or les conttnu.ouely. 

aul Dougla has 1d: 

One ot th most r markable featur a about the work 
or both the ol a&1os.l and neo--ala sioal schools has 
b nth 1r fa1lur to ~eoogn1se the possibility ot 
unemployment •••• The prod.uot1v1ty theorist and 
the neo .. alaaeioal school haV$ treated un mployment 
a r sult1ng eolel;y from the ttempt by labor to 
aeour h1gb,er w.age than their produ.ot at the margin, 
• nd as only operating e the meobanism by which 
work r d mande war foroed down to th point wb re 
the mplo,'&r would be justified in b1r1ng them •••• 
Wbatev r, th r fore, may be th aondition· 1n the 
rel world or affairs, the productivity theory is 
based on th a eumpt1on: that there is work for 11, 
and that all who re lly nt work nd ar abl to 
perform it and who are willing to work fo~ tbf mar­
ginal age are empl07ed. Thu the margin l produc­
t1v1t7 of l bor 1 mad 1d nttoil with the marginal 
produot1v1ty of em. loyad labor. 

If unemploym nt per 1st ov r long periods or time 

the marginal produat1v1t7 theory will be oefully inadequate 

to xpl in muoh .of age phenomena. In a period of tu.ll 

mploy • pt. presumably no employer oould pay work r l~ e 

th•n the P for veey long period ot time, beoau e th 

work r may tre ly avail himself of alternative Job oppor-

tun.1t1 s. hat mot p~oduot1vity theorists eem to have 

overlooked 1s the poe 1b1lity that in period of prolonged 

un mployment workere may freely offer th ir aerv1oee for 

lees than the marginal value produo:t on th$ r th r pe.thet1o 
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grounds that any job is better than non. 1th no automatic 

oo.t'.reotive tendency auoh s is assumed 1n the th ory 

availabl on the praotio.al l vel~ it may well oom to paas 

that tho employ r ill b able to pay wage which are 

oon 1stently l s, s than the P. 

An even or fundamental d feet of th theory in 

periods of sev re unemplorment is th t the law ot diminish• 

1ng retu.rna doe not strictly apply. d pr 1on ot 

conaid rabl ma.gnitud 1.e typically aooomp nied by a large 

degr e or unus d plant oapaotty. B o :us of th1e pool ot 

unued oap1tal it does not n oas. ar1ly follow that th 

marginal phy ioal. produo.t or ea.oh new 1 <)rem nt of work rs 

w1ll fall: ev r a tong range or the produotion sch dule 

the P may r ma1n t 1:rly table reg rdless of the number 

of workers employ d. This ereota a range of 1nd t rmtnaoy 

in whi<Jh employment l vel will not b . d tined by th 

oonjunot1on or P • nd the wage rate, but by the mount 

or product wh1oh th market will ab orb. The length ot 

thi band of indeterminacy is th mea ure of how imp rf otly 

th marginal pr0duct1v1ty theo~y will describe th a1tuat1on. 

Thie batraotion 1 serious one. It meane that 

th theory 1 only one edg d sword: for tho pariod 

in whioh un mployment ta s1gnif1o nt the theory oannot be 

said to ven pprox1mately d eorib th r al proo 
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wage determin t1on. Th only wiemployment policy wh1oh 

oan be l gitimat ly deduoed from th th ory 1s a general 

wag reduot1on des1gned to qu.alize th "abnormally" high 

wage rate and the hypothetically low marginal v lu product. 

Another n oessary ssumpt1on ot the theoey 1s that, 

at least in th long run, prioes w1ll b , flexible enough 

so that they w1ll respond to changes in upply nd d mand 

oond1t1ons. If on el ment 1n the di trlbution analysis 

fa1ls to adju tin the presorib d manner (at lea t aft r 

an ppropr1ate lag) it oan be exp oted th tall oth r 

magnitude e.aeooiat d with th1 an lys1a w1ll b atfeoted 

al o. 

In th oas of the sawmill 1ndu. try it can b 

bown that, tor the period 1.937-1952, tb:ls oond1t1on ot 

pr1oe flex1b111ty did not oonttnuouetly hold. It the 

reader will oompare Appendix ttEa and App nd1x "H" he will 

note that trom the fourth qu.art r of 1939 through 1952 

th a.mount demanded (a: mea ur d by unf1l.led orders )1 at 

all times exoeeded t a.mount euppl1 d (as me our d by 

shipments). or doe it app ar th t th18 is a st tic 

condition normal to the industry, for the tt ad r will also 

note very 1 rge non-seasonal fluotuatio 1n the ize or 

th unt1ll d orders s ries. Thue ov rap r1od of mor 

lFor a det1nition and di ous ion of unf1ll d 
ord rs, ee Ohapt r VI, below. 
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than thirteen ye rs the mark t we not etfect1vely cleared. 

It follow that both mployment and p:roduot1on w r maller 

than they would have been had the market mechani m worked 

with ev. n -pproximate ocura.cry. It follows further that 

th 11 g r te we. ot neoe sa-rily d term1n d by th prin-

oiple ot :marginal produ.¢t1v1ty. Th rate oould easily 

hav been bove oomp titive l v le without the employers 

making any mov to e oure adjustments through changing 

the lev le or employment. 

Th most re.str1otS.ve or- the a.a umpt1ons upon which 

the marginal productivity th ory is b sed 1s that of a 

static qu1libr1um. It is poatulated that de nd and 

supply ob dul and produatlon funot1one ar oonstant 

at lea t over ,1,ong periods of time .l Tbe un~eality of 

this .aas.wnpt1on ie hardly open to question. Any attempt 

to desor1be th dynamic cono1111 of the United States 1n 

terms or fix d teabn1oal prooes es, 1nvartant demand 

i'unotions,. a constant upply of capital:, and unchanging 

1 t1tutio al rorms is f noiful 1n th extreme. Ir 

motlel or th1a typ 1s used to d scribe a.g behavior in 

tbe int nsely r:eal setting or a modern 1nduetry~ som 

trul7 r marltabl error are bound to oocur. If there 1e 

lTbese are som ot the static,. <1,ond1tions set tortb 
by Olark, .212.• .21!•• PP• 132•33. 
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pronouna eeoul r expa. ion" xce s1ve" ge m y have 

little effect on tb vol of employ t, or it une loy• 

ment should appe r 1 part1oul r ar the idl orker 

who bould b bidding down the prio of labor instead may 

be absorbed in th burg o 1 industrial expansion in 

other areas. Oyol1o l p n ion with it r pidly 1noreaaing 

demand; or the introduot1on of r dio l innovation y lead 

to si 1lar result. A dyn mio oon has myr1ad pitfalls 

for one who att mpt to deearibe th real pr1oing p:rooeaa 

pri r1ly in t rm ot the marginal. produotiv1 ty th ory. 

In ttecent y r ome aonom1 ts have tt mpted to 

mitigate th1 defioienc7 by introduoing a sort ot dynamio 

equilibrium in which the oapi a and l bor uppl1es are 

a&sumed to b exp nding or contr ot1ng at oonst nt and/or 

diverg nt rat • But even tbi od1t1oation ignor s the 

tlmdamental oharaot ri tio of Amer1oan ind t:ry 1n the 

last 1ghty y ar. The a oul r expan ion has be n anything 

but orderly. Rather it has been a disoontinuous and often 

explos1v xtrusion of new products, new ideas, new forma 

ot organic tion, new uses for old produot -•1n abort, that 

proo e which Schumpeter has so aptly deeoribed as :area.tiv 

d s·truotion .nl 

lJ os pb A. Sohumpeter, ca8t talism, oo1al1sm, and 
D mooraay (N • York: Harper and r-os •• l95GJ, PP• 81-tnr. 



Con olue ion• 

Six ot th ajor wnption of the marginal 

produot1v1ty theory v b en xamined abov. The author 

bas xpr seed more or le serious objections to ob of 

th m on the ba is of th 1r l ck of oorreepondeno . to th 

real world. n the o se of the fir t two (p rt at oanpet1-

t1on and profit maximization) the defects pointed out were 

not or o pital 1mport no, ratb r they w r an att mpt to 

foroe r oogn1t1on or ome s1gn1f1oantly larg xc ptiona 

to the g n ral rul of rg1nal productivity. Th lat 

tbre of th assumptions, howev r, were found to b fr 

Ollt or et p with th re lities of a modern 1ndustr1al 

oonomy. AnJ att mpt to d eoribe the prooes of income 

di tr1but1on only ln t rms of the marginal produotivit7 

theory w1ll enoowiter distortions, aontrad1ot1ona, nd 

manifest misoonoeptiona. Only under very speo1al o1rown-

tanaeet and then only for short periods of time, •111 the 

main aaawnpt1one of the theory be refleoted in aotual 

conditions 1n the eoonorny. Ae a conaequ noe, 1t 1e the 

opinion of th writer that the obit valu of the ma~ginal 

produot1vity theory l1ee in it us a a oonoeptual tool. 

Its prime function will be as a prototypical framework 

within which the foroe t work may b r ng d 1n persp o-

tive, and a 

proceed. 

touchstone from whioh all sp oulation must 

5 
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:ra1nal Produotivitz ~ !!!_ Sawm~ll In4u~trz 

Ther may be ome valu 1n att mpt1ng to apply the 

marginal p_.ocluo•t1vity th ory in expla1n1ng fluotuat1one in 

wag rat a in the sawmill industry ot th Dougl Fir 

region. At the out et 1t mu t b adtn,1tted t t ny att mpt 

to pply the theory to an aotual,ly exi ttng industry will 

be a oru.de one. " ny or the speo1f1o aa umpttone und rly1ng 

the the oey mu t be 1gn or d 1n th1 an 1 • 1e • For ex.ample, 

during the sixteen y :re und r oon td ration (1937-1952) 

there w :r very wtde tluctu.atton 1n d nd, production 

tunot1ons were ubet nt1ally altered by th. 1ntr·oduot1on 

or severe.1 1nnovat1on , and ther prob bly 1f' re l rge 

fluctuations 1n supply ohedul a aether w gr at r 

and post-w r prolif r t1on of the so-c&lled "gyppo" op ra• 

tor .l, Very obviously th happening do gre t v1olenoe 

to th tatic oondit1on assumed by the th ory. A another 

example, the evidence for an indeter int mount of pric 

lA "gyppo~ oper tor 1 an 1ndu try term w iob 
denot s a m1.11 owner who 1e operating on the bar et minimum 
inve tment in the s ll t po &ibl • • mou.nt of equipment, 
which 1s usually used nd often misused. Thea p ople 
sw-rm in an<:1 o t of th indu try tn .r spon to ny pro­
longed obange in demand conditions. In periode of prevail• 
ing high price ther will b lite~ lly bundr ds of th m 
in the industry. !n spit ot their numbers they, as •a 
w ole, s ldom produo a s1gntf1o nt amount oft e total 
industry output. 



rigidity h already been adduced earlier 1n this ohaptar. 

Th 1nstitut1on 11zat1on of th labor rk tl uggests 

th t wag rigidities w re also pre ent. 

Thes and oth r conditions make 1t probabl that, 

in the o se of a dynamic industry, th theory will produc 

r eulte that r d1 tortion of reality. In order to 

obtain ome 1ndioet1on of th xtent or thia distortion 
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th writer propo to xami aertain. tat1st1o l materi 1 

and oomp re th theoretical with aatual result. 

s oon truoted to provid vi u l 

d mon tr t1on of the degr e: ot oorr spond nee bet een 

move ents of ge r ta nd m rginal rev nue roduotivity. 

It oontain th verge bOUl'lJ wa e ~ t ae~1ee nd 

seri s e owing tb me.rgine.l v lue :roduct du.ring t period 

1937-1952. Th l tter w s obt 1ned by dividing oh nge 1n 

tot 1 revenu from one quart r tote next by obange • in 

man-hour worked. In hie form.u.l t1on the Pr pre ents 

t e valu 1n doll r or th marginal product of a man-hour 

of labor. 2 s oond •ppro oh to the probl m mak au e ot 

1s ven employ r seoo1at1on and two l bor un1ons 
repr sent the labor nd manag ment combination that manu­
r otu.re ov r 80 ere nt of the Dou l Fi cut. 

2s1noe otual m_ loyment nd produet1on figure re 
not aonveniently arrang din one unit increase; the MVP 
fi urea e:r u ed e. a re lly th average v lu roduet of 
a varying numb r of marginal man-hours. 



Tabl I to 11.luetrate 1n absolute figures the changes and 

relation 1n the variables di oues d. 1th the aid ot 

this Table th extent to wb1oh marginal value product ha 
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t th wage pattern oan be observed by oompar1ng th MVP 

data with the wager te wbiob it pr eu.mably det rm1ne • 

Finally, group of linear oorrelat1on was computed 

to gain e. more preo1ae indioation ot the extent of oo­

var1at1on b tween the marginal value prod.uet nd wag rat a. 

Re ulta 

In int r'pretlng th l'$8ults of these oomparisona 

several restriot1ve qu..11f'ioations must be reoognized. 

First, in comparing the MVP only with wage rates th 

writ r ha aot d, 1n etfeot, as 1t labor • r the only 

variable co t. In point of faot thi .is not so, logs 

and log prices a.r an important abort run variabl cost. 

As a minimum oondition this coet should be 1nclud d with 

labor cost when the latter e.r compa:red with P. tJn-

1"ortunatel7 the author has been unable to find an adequate 

price or priae 1nd x s ri.e tor Douglas Fir logs. As a 

oons quenoe the comparisons ma.de here • re not so accurate 

as they might be. Second, tne r st;r1ot1on 1mpo ed by the 

tatio assumptions ot the theory has already been noted. 

The peztiod under study w s one of constantly and otten 

rapidly shifting demand. Consequently. in this n lysia 



49 

much ot th f'luotuation 1n MVP ;l.s attributable to prioe 

rather than p~oauottvity or employment change • Finally, 

the marginal produotivity th ory 1s a firm cone pt, but 

s1nee the only available data atte oast in industry terms 

the wr1 ter ha: b en con tra ine.d to so pres nt. it. 

It is el.ea:r tt-om. Graph II that short run mov .rrtents 

ot wage rates were frequently in dtrect oppoe1t1on to 

short tem varlat1ons in MVF. Thie is r d1ly oQnf1med 

by the simple prooe.11 of oompar1ng the turning points in 

the MVP curve with thoee 1n the wage rate aurve and nottng 

that, a.1 often as not, the movements run counter to aoh 

other. 

'fa.bl I prov1d s the absolute data upon which 

Gre.ph II ts bas d. The conspiou.OliUl laok or oorrespond noe 

between the movement• ot the several variables is r-efleoted, 

or oourae, .in tb1s tabul. r sea-1 s a.a w ll as in the grapb1o 

torim. S -veral other interesting featu.i-es al"e contained in 

the t ble. {l) 'I•h range 1n the tluotu.atlons or P 1e 

very w1de. The low point 1s a negative 44.99, while tba 

highest figure is $870.58. Suob extremes att partially 

expla1nabl•e by existing tndustt7 praotioes. Fol't example, 

some ot the negative rt res fO't' marginal v lua produot 

are undoubtedly the .result .of ousto:nt by whiob sawmill. 

ore.we are employed on tire lines during ee11er tor st fil'ea 

on private lande. In suoh oe.see it is auetomary tor the 

? 
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TABLE I 

MARGil'AL REVENUE PRODUOT AND AVERAGE HOURLY WAGE RATES Df 

SAWMILL.S OF ESTERH OREGCli AND WASlUNOTcm 

19&'1•1952 

Yea.:r Qu :rt r arg1nal AVe:rage BOUl'ly 
Revenue Proauot Wage Rate 

193? ). .. 0.659 
2 • '1.45 .'726 
3 13.45 .'72'1 
4 5.26 .729 

l. 38 l 9.88 .728 
2 1.14 .725 
I ,.20 .721 
4 - .58 .727 

1939 l •245.99 .723 
~ A;, 4.45 .724 
3 5.90 .726 
4 124.06 .726 

1940 l - 4.75 .753 
2 • 14.99 .735 
5 16.88 .'134. 
4 • 72.25 .?SS 

1941 l 92.27 .791 
2 ... 7.58 .845 
.:s 17.'14 .874 

' - 3.17 .874 

1942 l 13.48 .881 
2 ~.54 .959 
5 38.68 l.035 
4 2.58 1.066 

l.943 l 7.84 l.095 
2 18.91 l.141 
3 15.05 1.127 
4 16.13 l.126 
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TABLE I (CONT'D.) 

Ii 
Hourly Year Quarter l Average 

Revenu Product Wag Rate 

1944 J. l .8l. 1.120 
2 l. •l4 l.J.40 
3 7.98 1.110 
4 6.16 1.150 

l.945 l •206.04 l.140 
2 9.44 l.150 
3 10.10 1.170 
4 a.z2 l.190 

1946 1 12.22 1.220 
2 27.68 1.-250 
3 .. .99 1.,540 
4 141.14 l.320 

1947 l • 47.09 1.475 
2, 56.16 l.629 
3 • 80.51 1 .. 571 
4 24.13 l.561 

1948 l 41.55 J..581 
2 55.37 1~683 
3 10.01 1.597 
4 .. 75.36 .1.aer7 

1949 l 173.83 111674 
2 54.19 1.680 
s 48.38 1.698 

52.eB 1.68'1 

1950 l 293.00 1.680 
2 421.03 l.746 
3 870.58 1.825 
4 -.J.56.94 l.838 

1951 l. 61.07 l.840 
.2 9.92 l.903 
B 4.56 1.997 
4 24.40 l .• 995 
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'l'ABLE I (CONT'D.) 

krg1nal Average BO\ll'ly 
·1. ar Quart .r Revenue P.roduot Wage Rate 

195~ l 1'7.38 fl.992 
2 50.96 2.021 
3 l.5.62 2.068 
4 - 57.96 2.064 

. 80\ll'Ott Aver .ge hourlJ wage rate data is trom 
the International Woodworkers ot Amertoa. Ma:rg1nal r nsnu.e 
produot data baa been derived from t1gurea prov1d d b7 the 
West Ooaet Lum.bermen's saoo1at1on. 



company to which they ar loaned to pay part or ll ot the 

base wag of eaob 1ndtv1dU.al• 11.'his has the result of 
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low r1ng physieal produot$.v1ty by an amount detePm1ned by 

the length ot ti.m spent on the fire, and the number of 

aamnill workera engaged in fire fighting. At the a.me time 

the nW11ber of ma.n.;bours worked may actually lncreaae,, 

because normal . 1ght•hour days are not always feasibl 

when tore st fires are out of Q,ontrol. The r eul t can be 

a ve"('y larg tall in produotion and. a negative marginal 

physical product. A more important reason may b 1'lte ve17 

rapid d mand (and prioe) fluotuations whieh obaraoter1zed 

the per10d. ny ot the su.ddtn demand lnoreaeee were met 

tn the t1rst inatanot by a (sometimes violent) price rtee, 

and production and employm&nt lagged for two to .four 

quarters. The r- su.lt, of course, was a large and immediate 

in ore as in MVP • 

(2) In onl.y one ot th stxty-fotU" observations 

does the computed MVP com within ha111ng d1stanoe or the 

actual wage rate. For the most part th derived tlgw:-es 

are far above or well below the aotu.al figures, with the 

.former predominating. Part ot the r aeon fo;r thls situation 

oan be found in tbe dynamio natur of" the lumb r industry,. 

No reliable figures oonoern1ng the capital-1 box- ratio are 

available, but 1t 1a kno-.rn that at least during the t1i-st 
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ten y rs of th period there was larg so l 1ntroduo-

t1on of ver l oost r ducing 1nnovat1ons.l One ot the 

result of this process of r tion lization as a omewhat 

errat1o; but pronouno d inor as in averag produotivity. 2 

With av rage productivity increasing, margin l produot1v1ty 

of neoe s1ty will l o rise. If, 1n pita ot a f w startling 

r vereals or form, marginal productivity was g nerally 

rising throughout the period, ther 1 nothing trang in 

the oonclusion that wage rat 

tail of a kit. 

should lag b hind like the 

(3) Aooording to th marginal productivity th ory, 

anytim the MVP !'all below the wage r.at , unemployment will 

follow fter some 1 terval. Th1 un mployment will not be 

reliev d unt1l the wage rate has declin d (or, alternatively, 

until the ha risen) to the point wher the two quant1• 

ties are equal. From a glano at Table I, it can be 

asoerta1n d that tner are fourte n in tano e in wh1ah the 

marginal revenue produot was less than th ourrent average 

hourly wage rate in th period 1937-1952. f App ndix "ptt 

(the data on s wmill mploymsnt) is oon ulted it will be 

1see for instano: D xt r 
Fir Lumber Induat!i ( shington, V. 
totlie ifounoil of ational D fens • 

2s Appendix "o~ 

• Ke zer, ~ Douglas 
c.: Advisory Committee 
1942). 
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seen that 1n exactly h lt of th se oases employment aotually 

roee from the preoedlng qt\ rte·r. 

Perhaps a fairer measure of employment in this fJOrt 

of eomparieon 18 the number of man-hours worked. Table II 

oonta1n the total number o:f .man-hours employ d during eaob 

quarter. It was obtained by mu.ltiplying montbl7 employment 

by the average number or ho~a wo?-ked per month per em­

ployee, and summing the l"esult for e c.h thl'ee-month period. 

When the .fourteen oases in wh1oh th marginal rev nue 

produat tell below the prevailing wage rate ar ranged 

against the data 1n T bl I 1t w1l.l be noted th t in four 

of t'.he quarters empl·oye:r's ino:reased the nwnber 0£ ttttm•hours 

thy mployed. In either case 1t will be noted that 

unemployment did not alwaye follow from "exoessiven wages. 

The third method of nalye1 involved computations 

biob led to the f'ollowtng ooettioients of' correlation, 

l. Marginal Revenue Produot1v1tf and a~arage 
wage rates J no lag •••••.••.••• - • • • • • • • • • • • .4.18 

2. Marginal Reve,nu Product and average wag 
rates} six-month'• lag •••••••••••••••·••••• .488 

3. rglnal Revenue Prodtlet and average wage 
rates_; one-year lag••••·••••·•··••·•·•···• .487 

Tb corr &ponding coeff'1Q1 nts of determination ar 

as follows: 

1. rg1nal Rev.enue Product-av. rage wage 
rates; no lAg •••••••••••••••.•••• •.... •.• • • .1'14 



y, a,r 

1937 

1938 

1939 

1940 

1941 

1942 

1943 

'l'ABLE II 

TOTA~ MAN-HOURS WORKED PER ~UARTER 

1937-1958 

Total 
Quarter Wan-Hours Year Quarter 

(000) 

l 7099 1944 l 
2 8558 2 
3 8107 3 
4 5667 4 

l 5552 1946 1 
8 770 2 
3 6511 3 
4 6204 4 

l 6194 1946 l 
a 6968 2 
3 7589 3 

' 7418 4 

l 7858 194.7 l 
2 '1726 2 
3 8177 3 
4 8094 4 

l 8181 1948 1 
2 7981 2 
3 8806 3 
4 8036 4 

l 84'1& 1949 J. 
2 9094 2 
3 8640 3 
4 '1929 ' 
l 6852 1950 l 
2 7905 2 
3 7786 3 
4 7638 4 
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Total 
n•Hour• 
(000) 

9344 
9549 
9001 
8283 

8274 
7881 
639'7 
4319 

6177 
6781 
6398 
6847 

7629 
820'1 
8107 
8314 

8695 
7896 
9605 
9274 

8873 
9995 
9259 
9463 

9397 
957'1 
9635 
9876 



S7 

AB.LE II (C T'D.) 

'rotal Total 
Yeal" qu,art r •Hour• Yi ar Quart r 1Ul•HO\llt8 

(000) (000) 

1~51 1 9817 l 5a 1 102&:S 
2 11067 2 10464 

9999' 10980 
4 10099 l.1$79 

Satire I lil.&atr1 l et• D P•t"tme t. T I tt 
Co at Lwnbenn n • A o 1at1on, §mplol!!Mt t t11tioa. 
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2. figinal R venue Product- ver ge wag 
rt s; ix-month lag•••·••••·••••••••••• .238 

3. rg1nal Rev nue Product- v rage w ge 
rates; one-y ar lag•••••·••••••••••••••• .237 

The low corr l tiona oould b xpeoted from th vid no ot 

G~apb II• which shows oon id 1•able lack ot corr pondenae 

in the turning po1nts of the two series. That d1 parity 1n 

oo-v r-iation 1 eoD1Bwhat 1mprov ,d as wages a?"e del.iberat ly 

lagg d. Thi would indicate, a six• to n1n -month lag 

betw n ohang in marginal pr-oduottv1ty and Chang s 1n 

wage rat for th t v l"7 em.all degre of d t rmination 

sugg st d by th corr lationa. 

Th no esaey ottu.dity ot th1 att mpt to relat the 

marginal produot1v1ty theory to r al 1ndu trial itu tton 

has been noted. P ~hap the only thing refleoted in these 

results 1 th fut111ty or th attempt. At a minimum, 

though, it .t'oou e attention on two f ot: {l) th t the 

conditions imposed by the tbeor t1oal wnptions of 

marginal produativtty typically r not mt in 

induetrial worldJ and (2) as a r sult~ tb theory do ti not 

desorib aoourately th proo of wag d t rmination, 

expeo1 llJ ln th hort run. Th gr pbio, tabul r, and 

atati tioal evidenc pr nted bove ll agr 1n one 

thing: th r 1s deo1ded laok of oorr pond no between 

w gee and employment on th on hand nd th P on the 



other. The di parity is sol rg s to sugg t that, even 

w re data av 11 ble to wa~p tb feta to better m t th 

assumptions of the theory, ven then no very olo e oo-

v ri tion would be d1eoove~ed. 

aonolue1on., 
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(1) Both the heoretioal discus ion arlier in tbe 

oh pt r and the • t t,, tioal x min tion • hove indio t that 

the margin l productivity tb ory doe not dequately 

de crib tb prooe sot wages tt1ng int ho;rt run. 

Even 1n the long run the my-riad subjective lement wb1ob 

nm. t be 1nolud din the marginal v lue product m nth t, 

t b t, the theory w1ll yield 1nd terniin te r ults. Its 

answers mu. t be xpr ed int rm of everal po ibl 

l vela of emplo ment end b nd ·of po 1bl was r t . 

(2) ome of t a swnption upon wb1oh the tbeo:z,y 

is based are very far remo d trom. r 11ty. It 1 th 

optnton of t write?' th t any tt mpt to explain th wag 

tt1ng prooes sole11 i:n term pttovided by the th OI7 will 

71 ld r • ult wh1oh r g~otenqu. ·f these umption 

re rnod1t1e d 01" lt r d 1t mu t be r oogniz d th t, bile 

it b tter V re lity, the theory 1 o e or1f1oes 

v r l of it mot prized re tu:rt • , .g., it' the sump• 

tion of perfeot oompetit1on 1 ab ndoned the h1ob 

th theory d or1be$ is no longer n beolut ly neo e t7 



on i under .1mperfeot oompet1t1on it 1s possible to ep k 

of pric and wage polioies. If it 1s admitt d that very 

rge number of ubJective lements enter into the sttma• 

tion o MV , then th th ory n no longer be s 1d to be 

ven pproximately determ1n t1v ; at l a t 1t o nnot b 

meaningtu.l y ver1 1 d. It tbe possibility of long term 

un mplorment 1 admttted, th n the probability aris s th t 

ov r long range of po s1ble production levels w g re.tee 

d employ. nt will be r no very olose rel tion to MVP. 

Etc •• to. 

(3) In pit of th1t cr1t1c1 m the marginal pro• 

duotiv1ty th ory baa it u s. lt v ry prop rly mpbae1ze 

that th profit otive, whil it oannot b acoept dun~ 

or1t1cally, is the on moat powerful f otor in the ma.king 

of bu in a dec1s1on11. The theory oorr otly describe 

what 1 p,:-obably th bu.a1nessmarts' moat frequ.en approaob 

to bit mployment question; 1•ao nn.ich ar th se .n worth 

to me?" ln this on basic qu st ion the th ory ha reoted 
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a tr m work within wh oh and from: wh1oh all further speoula• 

tion l'l'1U8t proc ed. 
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CHA TER IV 

ONEY AGES D OVE TS OF HOLESALE PRICES 

Since the .margin l produotivity theory bas b en 

rejeoted ae n xplan t1on ot hort run wage rates, .it 1s 

fncwnb nt upon the author to otter some alternati.ve. 

Consequently, th1s ob pter and thoe euoce ding 1t w111 

bed voted to th xam1nat1on or a number ot pos 1bl 

determtnants of •ag s. These several xplanations re 

to be oonsider d compl. mentary, reinf'ore1ng eaob other. 

Each will be sorutinized to d termine it. effect upon the 

b rga1n1ng strength of the two parties at the aont r noe 

tabl • 'fhus, what follows 1 es ent1al1J a barga1n1ng 

theory of wages. 

Th present ohapt r will b a study of th ext nt 

to wbioh the two money wage measures react to changes in 

wbolesal pr1c s. The wholesale prioe ser1e used her 

refers to a weighted average or eight typ ot Douglas Fir 

lumber. It was derived by th author from data oontained 

1n th " holesale Pt-10 s•-Induatri l Oonunod1t1es" series, 

published monthly by tb Bureau ot Labor St t1 t1os. The 

sequeno oomput d by the uthor is expressed in current 

dollars, and we obtained in th rollo 1ng mann r. The 
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Bur au of Labor Ste.t1st1o data contains; inter al,~ . ., 

weight 1nd1eat1ng the relattve 1mpo:rtanee to total l)0'1gl,as 

Fir produo.tion ot ea.oh ot the eight types ot lumber 1nol.uded 

in th a r1es, and ourrent primapy lll$l'ket prioe .1 For 

each month tb se weight were multiplied by the appropriate 

pr1oe nd the produota summed. Eaoh ot these .e.ummationa 

was then dlvided b7 th • ••um ot the weight·, nd th result• 

1ng qu.ot1ente we:rt accepted as a weighted aveitag ot 

current whole ale prices. :i:hV'ee•mont.b averages Of this 

latter figure w re takan 1.n ordet' to obtain quarterlr 

ser1es. 

Thes.e whol.e ale prio 4a ta oonta1n two sett1oue 

detects whioh should be note(! betor s.n attempt 1s made 

to evaluat th prioe-w g oompar1s.on to be mad,e le. ter 1n 

th1a chapter. The tlrst le that the ttsur•e tor 193V 

through 1939 at'e not stJ:'liotly com.par ble to those ot t.he 

sutoeedf.ng ye11re. Pr1e>:r to 1940 the B. L. S. U.Sijd anlJ 

two, rathel' than e1ght 1 type ot Douglas 1'"1r in tta 1nd1•· 

vidual. oommodit1 e 1ndex, and as _ oonsequena price• for­

th• tirat thJ,ee, years of the t!m:e period will tend to be 

leae aocurate than tol" subsequent re rs. The second 

defect lies in t):le faot that tor the period 1937 thr()'tlgh 

1The B. L.. s. teitm "primary market.'' a . appl.S.ed to 
the lumber industx,r, mean the ttr-et sal$ at or from the 
m1lls1te. 



1950 the b y r employ d by tbe B. L. s. in determining 

weight, te. wa· 1926. Prom 1951, howev r, it used th& 

av r ge of 1947•1949, and 1n e tabl1eh1ng th1. new bas 

it altered somew t tta m thod of det rm1n1ng eights. 

A a ~e ult, th fin l two y rs in th1 r1 e w1ll not 

be perfectly oon 1st nt with th preo ding years. 

thod_ 9.l Analfs1s 

In omp ring th •holesale price data with tht 

two me sures of w es. the author first employe.d a gr phio 

t ohnique whioh w • de ·tgned t·o provid visual r pre enta­

tion ot the :raw t t1et1o l 11Ulter1al. In e oh oase 7 

three 1tuation were tak n into eon ·1d ration; aoh 

wage eer.1es w compar d with pr14es on the b si ot no 

wage l s, a six-month wase l.ag,- nd a cr1:e .. yee.r wage la • 

It wa re eon d that it wags ar rigid enough th t thy 
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do not respond 1mmed1ately to ohang sin wbateve~ variables 

may determine them., more oourate oomp rt one· might be 

obt in_ d by using lagged data. n this partioular c ee,.. 

the extent or QO•v J-1at1on is o ne rly 1dentio l. 1n all 

ix oompairison that it was t lt no useful. earvice oUld 

b eerv d by pree.enting all the g;raph1c mater1. 1. Oonse• 

qu ntly• two grphe- only are 1nclud d: wbol sale prio a 

w1th six-month bourly wager te lag; and whol .al prio e 

with six•montb lg in .ver g w ge p ment per mploye • 



The gr ph1a form i a oonven1ent approximation,. 

but 1t 1 not o. sub tttute tor th greater pr c1 ion ot 

st tistto l n lyei • Th refore, th rit r lo 

o le ltd a co ff1c1 nt or correlation fore oh of th 

ix air of relation di ouee d bov .l 

Resu.lta 

Visual in peot1on ot the ~pbe w1ll show what 

app a~e to b 

tb oase • 

correlation 

Th1s 

obt 

reJQarkabl.y olos . oo-vari tion in a.ob 

impre aion 18 mply bo:rne out by the 

ind. Th s • res 

ot 
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l.. 

2. 

Prio 

Pria 

Prio 

•hourly wag 

•hourly •age 

-hourly w e 

rate; 

rate; 

rate; 

no lag • • • • • • • • • • 
three-month l g • 

ix-month l g • • • 

.968 

.976 

.985 

4. Prioe-averag wage paym nt; no lag•••••• .956 

6. :Price-average w g p ym nt; thr -month 
lag••••••••••••••••••••••••••••••••••••• .949 

6. l?rioe-av r-a.ge wag payment; si:xr-month 1 g .938 

If on a Ul'ne oau al rel tion b twa n lwnb r 

prioes and wmill w g , thee . oorr l tions m n th t any 

given fluctuation 1n wage i almost entirely explained by 

1The proo s u.s d •as a st ndard method of ltnear 
oorrel tion.. It 1 pr- • e ted 1n: 1ll1am A. N 1 anger, 
El menta9 Stat1at1oal JI thoda -(N • York: 1'h omill n 
do., 1§43, PP• 6S,.5g. 



obangee 1n prioe • Spe o11'1oal ly, the peraente.g Of 9 ge 

V .ri ion ttribut bl to pr1o in Oh or th e six 

a fl wou.ld b .l 
• 

0a l ·•··. ..93.7 0 s 4 • ... , . .914 

Oa 2 ···• . • 953 a 5 '• ... .897 

Gase 3 •••• .970 Ca 6 ...... .aao 
Before any attempt at 1nterpzi tation 1a e eayed, 

two very basic pro ut1ons mu t be set forth. Fir t, 
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correl ti.on ooetf1e1ents are pur l7 r l t1ve, n ver ab olute 

figur • Consequ ntly~ regardles of 1ts magnitude, it 1a 

1mpos ibl to say ot any ep Qifio oorrelation that it 1 

high or low 1thout r lat1ng 1t to normal curve for\the 

whol un1v re ot oorr l t1ons of th de.t with h1oh you 

ar d al1ng,. oond, for tatistio l r son ny to 

r1es vhiob exhibit a oon 1st nt nd g n r lly uni terrupted 

r1 or fall ov r th t p r1od und r xamin tion will 

inevit bly yi ld high po 1t1ve oorr l t1ons. Thu, 1n th 

f1gur s shown abov • it o nnot be aid th t the~ r "b1gb" 

beoaus for th· p r1od l9S7•1952 all po ibl.e oorr 1 tione 
, 

of the s veral e rie might f ll within a rang of .85 to .95. 

1!rh1 is the ooetf1c1ent of det rmin t1on. It is 
impl ~h qu r of tb co ftio1 nt of corr 1 tion• and 

is ur ot the peroentag or vari nQ 1n the dependent 
v riabl which is xpl inabl trom th ind pendent v r1 bl • 
S .!!?,!g., PP• 661-62. 



Lik wis, the xist noe of any correlation at all might be 

attributabl to th general upw rd trend 1.n all three 

series. 

Conolueions 

In int rpr t1ng thee results there re, at th 

outset, two po ibl assumptions from whiab to proo ed. 

It may b a sum d that a causal oonn ot1on xi ts between 

whole l pr1oee for Douglas Fir on the one hand, and 

the wage meas\U' a on th other. Alt rnat1vely, 1t may 

be assumed that, despite the obvious and striking d gre 

or co-variat1on, no c us tion 1 involved. Rath r 1t 11 

mor probabl th t thes s r1ea ar att'eoted similarly 

by on or mor other economio variables. The writer 

propose to examine thes two poasib1ltt1 s 1n order. 

!!l!, Asawpption ~ causation 

lt the aa wnptlon of oausal1ty ta tru , lts thao­

retioal base mu t 11 1n the oolleotiv bargaining r la­

tionships betwe n 'Wlion and management. It mu.st mean 

that one ot the pr1m determinants of• ge rates 1s th 

relat1v barg 1n1ng power or the two partlee, and tbat 

any rate wb1ab 1 • et 1.s a resultant or the interplay of 

th1 pow r. It must ntean that, d\U'1ng a cyclical upswing, 

on of the trong et weapon in th hand or th uniona 
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1 a re·oord of high and rising pr1ae for th produot or 

the indu tr7. Although high pr1c so rta1nly are not an 

adequate a ur of high profit rates, they s uredly 

sugg st profitib111ty to the mind of the union m mber. 

To the xtent that high pr1oes r pre-sent high profit 

rat , the mploy r will b mor amena.bl to wag aonc e­

stona tban he would be oth rwi •• Sino on ot th majo~ 

1 ments in union wage demand is th reoent history ot 

price mov ment, the high corr lat1ons obtained could 

indioe.te a olo e aa1.1& and tf ct r lationship b tw en 

thee. two variabl •• Alternativ ly, during a cyclical 

downswing falling p:rioe will as ur dly aff ot mployer 

attitud s toward wag chang s. To the xt nt th t manage• 

ment oan mak discretionary rev1e1on8 (primarily in the 

verge payments ft ld) it 1 probabl that it will aot 

to r duce 1 ts wage co ts • To the ext nt tba t wag s 

( p oially average hourly rates) ar uso ptibl to 

ohange only through labor-management n goti tion, the 

mploy r will b prompt d to ask tor ge deoreas s or 

at 1 aat vigorously oppose propo al for incr a • In 

1ther oase, oaua l connection betw n lumb r price 

and wages 1s cl arly 1nd1oated.. 

There i t l tone fragm nt of oonfirmative 

e~idenoe v ilable in this rgUJ"OOnt. In a pr1vat 
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8 

oonvers t1on with polioy ma.king off1o1al ot the I •. A. 

the writer point blank sked th qu tion of hat det rmtned 

union wag demands 1n the lumb r indu try ot this region. 

In as no, th ans• r w s that, 1n lieu of aocurat 

1ntormat1on on industry and firm profits. his union n ce -

rily mu t baae its wage demands upon oth ~ 1ndio tio s 

of prof1 ta.b1l1ty. On ot th mo t important of thee 

otbe~ 1ndioat1one wh1cb be m nt1on d was th r oord of 

changes in lumber prices &inoe tb lat contraot. 

ev rth l ss, there are some important bola 1n 

this 11n of ra son1ng. One of them 1. that th argu.m nt 

ha greater fora in p rioda ot r1s1ng prta s. It is 

unreasonabl to expeot mooth r v r 1bil1ty in union wag 

pol1oy. bile 1n periods of rapidly falling whol sale 

pric s th union w g demand ould o rta1nly bet mp~ d, 

it i unlikely that down ard r v1 ions oould be etfeoted 

s smoothly s 1 or _ • es 1n times of' rising pr1o s. It 

ould b interesting and significant to tend thee 

r1 e into a oyclioal down ing and aorrelate th r sult1. 

t i the opinion of th author that 1 such a aas wages 

would exhibit a fr ter rigidity i the downward 

direot1on than p:rio beoau of the strength and m111tancy 

of th two un1on 1n th1 are • A a oo a quenoe tb 

oorr lat1on of th varia.bl would not be n rly so 

large a tho e for the period 1937-1952. 



A seoond d tot of this interpretation is that 

tour of th y ars 1n que t1on r ll within that period ot 

orld War II when tb tad ral government e tabliehed rigid 

and r aonably effective prioe and wage controls. Any 

att mpt to interpr t the figures for th s y are 1f 

thy wer th r sult of fre market movements would be 

futile. G1v n the auooes of the gov rnmant in matntain• 

in stable prio l vel, it is h rdly remarkable that th 

tluotuat1ons for th se 7 al"a ar very similar. 

!h!, s 4mPtion !?,! !!2. Oausality 

The s oond alternative, involving tb assumption 
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ot no oausal r lation, mu t addr s its lf to n explanation 

th twill aocount for th high oo puted correlations on 

some basis other t n the simpler lation hip or pr1oea 

and wage • Th foundation of this othe~ interpretation 

• must be the ex1 t noe of one or mor v riable not pr• 

v1ously taken into ooount, but whioh have aff ot d both 

th prio and w ge d ta in im1l r manner. Thos who 

d ny causality ma.int in that the period bei g studia 

b oonsid r bl 1gn1f1o a 1n of it lf. Th y rs 

1937 to 1953 wer char oter1zed by n lmost u.nbrok n rise 

in that compl x, of oondit1on which 1s oolleot1v ly oa.lled 

oonomio prosperity. Sp oi:fioally, prospe~ity he. me nt 

that, with two exo ptio , mon w p yme t b Ve 



·<>b ye :r 1 a 19~7; 1 t t dt po able tnoom. 

baa .fallen l~1f1oantly from th p~ viou Jar only 1n 

1938;2 that COl'porate profit ha.v t 11 n 1gn1f1c ntly 

tl'om the pt-evlou 1 ar only 1n .1939 and 19 5• nd t 

latt r would barol7 be ol d as a r e 1 1 al".Js that 

b t.nea ne ino b ll n onl1 tn 19:38 and 1945; 4 

that .tull inplo nt • r ehed by 1948 af e:r teadJ 

r 

v r1 en. c • 1 .t ntl from 1940 to 

1952 with on .. hol't p riOd ot r lat1v tabi.ltty ln 19 .e 

11 th1 baa b en tzr l t d to the lumb r 'lnduatry in 

th tO'l" ot high and rtalng d , ndJ '1 hlp nta tot l that 
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lu .s.~ I> partment of Commero • atton•1 Income, 
A ¥.Rl•9:nt !2 t~e S\ll';V'li of 0.U,.rent iu.aln •. ( a iitiigt~, 
15'. .t ovemmen Print gl1£l! . , l9glJ, P• l&O. 

Sn&i ., P• 161. 
3Ibld., P• 15'1. 
4 lb1d., P• 156. -
6Tb ...... ~- view 0£ the l3W'eau. of Labor 

St t1etlo ·o n~ lntor t1on 1n oh 1 s"e. 
6fb!:§• Both Oon ~ and hole le Price 1nd1o a 

ar oont•·~e th.er tn. 

7s App nd1~ n1." 



•er u.eually 1nautt1c1ent to k p pa• W.'ith El.nano., sq 

tba t tor most 7e· i-s 1n queet1 on ther wa a l,a.i-ge backlog 

ot un.ftll a Grder J money income that tell • 1p.tft.eant1y 

only in 1938,- 1945 1 u4 19 9; 1 4nd a long t rm eho:rt.agt 

or st.ill ~ labor de.ttn.g :tr.001 1941 .. a 

'11 

Dlu'ing tb1 pet.-lod• ther were only two reo aatena, 

both at wb1oh wer: ot ho.rt d't.u-at1on. Tb t of l9ie wa 

harp and wid•lf fel , wb11e that ot 19,9 waa we and 

eoa:rcely aot1o d tr mo t Amarte ne. 

'11hlta, tr~ 191V to 1919 th l"e •as n a.llllOSt oon• 

ti• \10\2.8 upnva vre•$U.t'e on botb prices and wag * and, to 

t. lal!'ge st nt, the& pr· atu-tft w re di:reotly int i-rel ted. 

lt e• :r the nation 1- wttn aecl a price-• g • • ptral th1. 

wa t.he time,. the tm-et oooaaima u.pon wb1 ch bust?\ s 

aott•tty tell off {1931, the poat--war :re Jutntent p,u,,1oc1 

late 111 .194 , and 1$49) the leng'tb .of tbe .re«e e1an •ae 

o abort tbi\t l' peeslo llnee t,or lwnbei- prtoe•w ge 

r le.t1cmab1pa 1'8%'8 ,aaa:ro 17 att cte,d., 

~hroagbo~t the p viods ot ~ o ion av~ 

hO\U'lJ wager t • rema1ne n l'ly cont nt,- tluotua S.ng 



downward ~.ooa 1n 1937~1938• otu lly rising in 19 5•1946, 

and falling .017 1n 1948-1949. Coincident lly, ~er ge 

age payment f ll 12 to 16 pro nt 1n e.ah or the o - ea; 

thus x-ei"leot1ng tbe1r gr ter rle 1'b1l1ty. At the me 

time, fir prioes deoline 20 o 81 pro nt in 1938 and 

1949, while thy rema1n d nearly oonstant 1n 1945-1946. 1 

A oonolusion to the argument ot no oaueal.ity fall.a 

into two part & ( l) Tb th oret1oal inf'erenoe that 1n 

periods of prolong _d reoe ion waa s would tend not to 
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fall o fa~ or so fast a - pria e, and th t oonsequ.enoe 

pr1oe-wage data during suoh times would not yield oorr l. 

tions nearly o 1 r a the>se obt ined in the instant 

oas , ppe r to h v eome f otual oonf1rmat1.on in the 

pr1c.e--wage r • aotlon of 1937-1938 and 1948•1949. (2} The 

magnitud or th oomputed oorrel tion 1n th1 oase a~e 

explatnabl by the peotal oiroUJ'IIStanoes which oharaoterized 

the period under examin~t1on. Had the p r1od oonta1ned 

a tull majo~ bu ins oyol • the apuriousn s ot thee 

correl t1one would b obv1QU.e. S1no , howev r, it was 

one of highly favorable e~onom1o cond1t1on wb1oh gave 

rise to an almost oont1nuous pr:loe-wage spiral on the 

national soene, the true explanation of the large oorr la­

t1on lies in loo l r otion to the e condition ·auob 

1aompare Appendioes "B," u o, • and tto" on these 
points. 



that sawmill wages and lumber prio s roe 1n v ry olo ly 

parallel manner. The 1n tanoes of r o sion, whioh might 

otherwise have be n xpeoted tor due the siz or the 

correlations, wer ot such short du.ration in relation to 
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the total ttme period und r tud7, that th 1r ett ot1ven sa 

1n aooornpl1Sb1ng tbia r sult was 1ne1gn1t1o nt.l 

The assumption. or a closer oo~variano aw ge 

ar d lib r t,ely l ged b Lind price is only tenuously 

born out by 1nor ing correlations for oh ot h 

prio -av rag hourly rat ries. One this point ie 

pd, how v r, or u t be tak n not to k too mu.oh 

or it. Th f ot that th av !' e payment ser1 ·S shows 

d clining corr l t1on hould giv aus, lthougb th1 

C n 'b xpl 1n .. d aw y on th ground th t the e t r 

flexibility ot th1 asure or w ges y llow for con-

aid ra.bl offsetting of short term w ge ovement • Th 

most 1mporta tr otor limiting conolu ion hioh be 

dr wn on thia point is th t th cliffer.enoes 1 oo ff1o1ent 

values are not larg nou h to be of ny r l s1gn1fioanoe. 

1-itb r peot to lumber prioee, the number of 
quarters 1n whiob prices• r falling amount d to seven 
out of total of sixty-four, or 11 pr cent o the oa es. 
e App nd1x "D" on this point. 



The total diftereno betwe n the no lag and six- onth lag 

comparison or pr1c sand average hourly rates i onlf 

.017. 1'be~etore, ny oonolus1ons dl'alfll on th1 bas 1s are 

very 1noonolua1v • The total dtff reno betwe n tb 

lowe t oorrel t1on ( .938 for th six-month lag tn • -v r ge 

p&Jltl&nte) and the highest (.985 tor the eix-month lag 1n 

average ho\lrly rat. a) ia only .04"1. Oone1dering the 

tlawa whiob h ve be n demonstrated in th pr1o eries, 

any conclusion b sed on differenoes this small would be 

mean1ngles • • 

BIBtb~sia 

Two oppo 1ng xpl1cat1ona of the remarkable degree 

of oo•v r1at1on betwe n holes le p1"1oes nd wag a have 

be n put forw rd. The author bell va that the f1rst 

argument oont 1ns a definite g rm of truth, 1n thn, by 

dm1ssion of one who part1o1p tee 1n union pol1oy king, 

the lev l or prices ts one of the nain detarm1n n~s in 

th formu.lat1on of union w ge d mads. On the othe~ hand, 
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it a es re eon bl to aeeume th t the effeots on mplo e~ 

wage pol1.o1 s ot pr1oe deoltn w1ll lend some reve:."' 1b111ty 

to the influenoe of whole le prio a on w gea. 

Other th.ngs 1 g que.l, w ien pr1o • re r1s1ng 

the averag ho~ly wager te hould r t ft r so e 

undet 1--mln d l g beo u.se (1) union n.egoti tors re able 



to point with some Ju tice to this as evidenc or 1noreae­

ing pro:f1te.b1lity; nd (2) mane.g merit res1 tanc to thesa 

d ma.nda should b on ider bly • ak ned in o:f r a th 

union uaawnption is oorrect ii 
1rhe ffeet upon v rag 

1. less ale r b oau ot the gr ate~ oppor-

75 

w ge payment 

tunitJ for nag ment voluntarily to ohange thi magn1tud • 

It, how ver, x-1e1ng prioes ar-e 1nd1oat1ve ot 1norea 1ng 

d mand or amounts d manded., it 1 probe.bl· that averag 

payments will lso 1nor a a unemployment 1 r due d 

and overtim hours are ottered. ~he lag bet• en ohangee 

in prices and varia t1ons in aiter ge payments should b 

le s than the la.g b tween pt-S.qee and hourly :re. t changes 

beo use ot th dt oretionary elements in the former. 

Ceter1 2aribus, when prioes are falling the 

hourly rate hould xh1btt con iderable rigidity beoaus 

(1) it 1e negot1at d annually as a general rul J and (2) 

the un1ons with which lt mu.at be negotiated are militant 

and strongly entr nehed: they ar 11kelJ ~1goroualy to 

reslet any wag outs. N ve:rthelese., this rea1stanc aould 

not be entirely auooee•.f'ul 1n the event of a severe reoes• 

sion. As a oonaequena, aom downward fl xib111t7 1n the 

faoe or oont1nuou ly ta111ng prioee 1a to be exp oted. 

As ror av rage payment, a reoes 1on ia likely to el1o1t 

empl.oyer reaotione speo:lfio lly designed to redu.c wage 



oo ts. Reduotiona n le.bo;r foroe, overtime of'fer•ed, 

str 1ght t & hou.re wo~ked, tc. all will tend to diminish 

the siz or av rage payments, e will, of oour e, any 

lower1~g of hou~ly rats. 

o argue that the above oo s1de~at1ons ju tify 

the aono ueion that fluotuat1ons in wage rates re 90 pa~ 

cent det rm1ned by obange• in prioes le 1n dmie 1ble. 

There 1 great d lot validity ln the oontention that 

the g nerally rising trend 1 the three aeries adequately 

expl ins tho oorrel t1ons obtained. 

It 1e the opin1 nor the writer that, 1n th 

lumber industry ot this area, wage ohtlng s are attributable 

in part to variat1ona in whole al lumber prioee. The 

extent or thle f'Unotlonal. relat1onah1p 1 obscured beoauae 

the data used ln this ppr cllnnot be xtended over an 

entire major cyole, but, a 1n 1n the opinion or th. 

author• the ex.S.etenoe or that relat1oneh1p is undeniable. 
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OHAPTER V 

MO EY WAGES AND THE A OUNT DEMANDED 

In this obapter th author proposes to examine 

th relat1onsh1ps, it any 1 between the amount of Douglas 

Fir lumber demand d trom th aawm1llt ot weat rn or gon 

and Wasbtngton nd the wages and wage rates paid in th a 

awm111s. Four ,tat1 t1oal eeri hav b en us din 

making th ae 00111part1one••two measur 

of th amowit demanded. 

of wages and two 

Th two w ge ser1ee used her re ident1cal with 

those wb1oh were d scribed in Obapter II above. One is 

the averag hourly wage rat oomputed in quarterly terms, 

and the other ts the .averag pay oheok pEn" mploye p r 

quarter. 

Amount D manded 

Th first ga e of th. cunt de nded which is 

used here is new ord r rec 1ved t mill 1tes during aoh 

p riod. Thie figure wae obtained from data compiled by the 
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W t Oo t Lumber n • 001 t1on,l and l u d here 1n 

a.lm.o t 1 ts ort 1n l tom. Tb only obang t t • be n 

d i to obt in the um ot th fi e tor ob uco s 1 

tbr •m th p r1od o that th d t r expr od quart t-17. 

The unfilled ord r er1 con 1 t of n word r 

plod dur1 gt ou.rrent p rlod, plu th b oklog ot 

o~d rs plao d 1n n7 pp ~1ou p r1od but not bipp d by 

tbe begtrm.11'.lg of t _ our~ nt p tt1ocl. Thi e u no • 

d rived 1n th .followhlg nn r. Th b .10 f'1 w a th t 

tor ne• order ; ror ny g1 n t nit 1e impo ibl 

tor unfilled ord rs to 11 below then word r reo iv d 

during t t span. It, bow ~e:r, during tbe pr vio quarter, 

tot 1 • bip nt tram th mtl 1t 2 did n t equal or xo d 

th tot l ot untill d order for t t quart r> the 1f-

f reno wa dd d to n • order tor th current p x-iod 

to obt in th cUN- t unfilled ord :r tigur • 

or s. v r 1 Na , tb write~ t lt lt de ir ble 

to us both oft • q ne • Tb n w ord r 

------
1.Fr 937 ~brough J 1939, tho d 

pu.bli hed in th t Indus eta D part t tei-
( · tle, a • ngton: !<m). 

July, • to dat o is: Indus 
tine t, ....,;;,i;..,.......,. _........,_ -~• (Po:tttl nd, Ore a t on ) • • t o eri re 

1den.t1oal and . • 
2Tb da on ship nt y be found 1 : ~• 
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includ db o u e it is oert inly a ores 1t1ve indicator 

of ourr nt m rket oonditions t n 1 tbe other. cbang 

ei the!' in d nd or th ount demanded will be r fleet d 

f 1 thf'u.lly in the n w ord rs figure ., bile t .1 i not 

n c ar1ly tru of the unfilled order ri • For 

example, a prolong d cyol1o l fall ind nd or th mount 

d nded 111 eventually bring about th exhauat1o of 

untill d orders, but 1t thi b oklog 1 larg to begin 

with, 1t 1 ntirely pos ible that neither wag , pro­

duot1on, nor m.ploy . t •111 xh1b1t deeltnes oonttnen ur te 

with the t ll 1n new orders until several month aft r 

tb turning point. Untill d orders are included because, 

und r oerta1n o1ro t nos, they r th more relevant 

data tor d t r 1n1ng ltvel Q w ge • For pl, during 

th a t qu rt r ot 1945 n w ordern fell preo1p1-

tat l to ls tb o e-fourth the l vel t which they 

tood in tl ti:r t quarter or that y ar. At the am.a 

ti verag hourly w g rte rose, lumber prices re 1ned 

approxi t 17 stable, average wage payments, production, 

and entploy nt d cltned, but by much l es th~n ne ordera. 1 

It is qu1t probable that at l st a p rt of the explanation 

tor the failure or th variables to r aot to the fall 1n 

new ord rs is that th. backlog ot unfilled orders enabled 

1compare Append1o s "B," "o," D, and F" on 
this point. 



producers to ms.int 1n produotion, employment, eta •• until 

the de nd to:r lumber revived w1tb th o:l.v111an buil.ding 

boom wbiob b n early 1n 1946. t would be di.ffioult, 

if not impoa ibl , to ccount tor thi • itu t1on 1r the 

w order er1ea wa d exclu ivel. Finally, it was 

telt that by eontr ting tb re ult ob ined by using 

both thee er1 s, more mean1ngtu.l oonolusio s could be 

reached than it Just on o.r th m were employed. 

It hould be point d out that n 1th r n w orders 

nor unf1.lled ordera repreeents demand in the sohedul. 

sense, but rather th a ou.nt d manded 1n th oUJ:lr nt 

period. It is not ven sure tbat th '1 repr nt th 

a ount ot etteotive d mand: sp c1ally 1 this so durtng 

the two in ervala of w r 1oaroity, 1.e., 1942 through 

1944 nd the last two quarter• ot 1950 through 1951. In 

t1me such as thee it 1 not unu u.al tor purchasers to 

plaoe ord rs for wh1oh thy h ve no 1 d1s.te us, ~d 

wh1ob they would be rd put to a.a imilate wer they 

delivered promptlJ, in the bope ot r o iving some part 
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o:t that ord r ta futur ti • Of ooUl'ee, it ls 1mpoaa-1ble 

to mea ur this quantity, • nd tb r port d <1 ta mu t be 

acoepted at face value. 

ietbod 

Th tbod or n ly is 1 ubet ti lly th m 

in thie o pt r 1n t preceding one. n o or the 
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four co parieon --new ord rs nd v rag hourly g r tea, 

n w ord re a d averag wage p y nts, unf1ll d orders and 

a rage hOUl'lJ wage tee, nd unt1ll d ord rs nd verag 

w g pay nt -•thr re ex mind. th fir t 

is quarter-by.quarter n ly 1 1th no l pre ent; th 

eoond lg wage ix onth b hind th Amount demanded; 

and the thlrd lag wage one year behind the mount de nded. 

It is felt t t th respective p riods will llow tor 

{l) any adjustment• whiob r d1ecretlona17 with the 

employ rad which y thus b 1n titut d ov r relatively 

bort period of time; and (2) l. ger run obang tba t are 

dependent on oontraotual arr n e nt and Which • y requ1N 

as muoh a a year to work out. 

Aa before th gr pb1o method will be used to 

provide a me n 0£ visual comparison. et' the magnit de 

of h corr l t1on 1s o nearly identio l thnt the dit-

t r noe e in ign1.f'1o nt, only tbe tl • e of tho six-month 

lag w1ll b phed. 

g 1n beto e, t 

tion ia u ed to di' • mor 

betwee th variable • 

teahnique of 11n ar corr la­

oou:rate atat1 t1o l aompar-1son 



Re ults 

Th tollo 1ng co ff1o1ent or oorrel t1on w re 

obt 1n d: 

l. e ord '.l."s-a-var ga hourly wage r te; 
no lg•·•·•••·••••••·•·•·•••·•·•·•·•·•• 

ew ord r • v rag rate; six-month lag. 

ew order -av r ga hourly w ge rte; 
e-ye r l g, ........................... . 

ew ord r - v rag w ge pay nt; no lag 

5 • N w or re - v r g • g n t ; six-

6. 

mmi tb l g ·• •. • •• • •• • .. • ••••• , • • • • •. • • • • • • • 

y 
w order 
r l g 

• v g w e p y nts; on -. . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . 
7. Untill d ord r •,av r hourly w ge 

rt;·ol·g ............................... , .••. 

a. Un.fill d order ... av r ge hourly 
rt; ix-month lg•••• .. ••••·••••••••·• 

9. Un fill d ord r -aver ge hourly w g _ 
rt; ons-1 r lg••••·•••••••••••••••• 

10. Until.led ord r .. v r ge w ge p y nt ; 
no lg••••••••••••••••• .. ••••••• .. ••••••• 

11. Unf1ll d ord r - v rag • g p ym nt ; 
six-month lag••••••••••••••·••••••••••• 

1a. Unfill d order•- veri g w ge payment : 
® • e r l g ••••••••••••• , .............. . 
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.63~ 

.790 

.636 

.659 

.681 

.695 

.861 

.878 

.902 

.913 

.915 

.916 

Th ooetf1o1ent ot determ.1ne.tion, 1.e ., the percenta.g ot. 

the total variance ot the wag me urea wh1oh is explained 

b7 tluotuat1on 1n the ount de nd d a r1 s, 1 a 

tollow tor aoh or the c e : 
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1. ord - r e hourl wage t ; 
no las••••••••••••••••••••••••••••••••• .401 

a. New order -aver ge hourly tr ge rates; 
ix-month l-g •••••••••••·••••·••••••·•• .624 

• or er - verage ho ly w rat a; 
one -y ar lag ••••••••••.••.• ,. •.• ., •••••••.• .403 

4. N w orderi- ver ge wag pa.y nts; 
no lag•••••••••••••••••••·••••••••••·•• 

5. w ord r - v r ge wage yment ; 
six- onth lag•••·•••••·•••••••••••••••• .463 

6. • ord rs-average age pay nta; 
on -y ar l: g ............ • ••••••••••••••• ..482 

7. nfill ord rs-aver g hourly w g rte; 
no lg••••·•••••••••• .. ••·•·• .. •·••·· .. ••• .740 

a. Unfilled ord r • v rage t:>'llrly wage ra ta; 
s :ti ontb _ ag • • ••.•• " • ... • ••••••••••••••• .7'10 

• Unrilled orders-av rag hol.U'ly g rte; 
on •":I ar lag••••••·•••••••••••••••••••• 

1 • nfill d ord re•av rag wage pay n ta; 
no lg••••••••·••••••••·•·•••••••·••••• 

ll. ·nfille order -av ra wa~ payment; 
1 • 0n.tl1 lag ••. ••·••••• •• •••• ••••••• ••• .83'1 

12. Utt.fill d ord ra-avere.g age y ts; 
o -year lag•••···•·•····•••··••••••••• .838 

Oo.gclusio9~ 

ever l apeo1fio thing will b not d ao or 1ng 

tbe e ault. 

l) Wage (botb hourly~ ts ci .verage payment•) 

pp ar to b consid r bly more clo ely rel ted to unftll d 

ord rt n ton word r for th$ period 1937-1952. For 



84 

tbe sever l oompar1eon, the unfilled ord rs corr lations 

rwi .2 to .27 higher t tbe new ordera corr lat1ona, 

nd consequ ntly the co ffio1ent of d termination ar 

oo 1 tently .3 to .4 higher. 1,ro oomm nts a m appropriate 

here. First, this support the cont ntion st ted earli r, 

that the g?'e ter ens1t1v1ty of th new order ries to 

market conditions hould mak 1t a lea aoour te mea ure 

ot atioky • g rat a and p ymenta than untill d ord rs. 

The tluotuat1ons ot th latter, under oerta1n condition, 

are ltkely to be oon 1derably dqped relative to new 

orders. A • result ot thie oo parat1ve r1g1d1ty 1n both 

the • g ael'1 a and unttll d ord r , alos r d gree of 

oo-variatton oan b safely pr dieted. 

eoond1 the 1mportano ot th d1at1not1on between 

n • orders n.d unt1ll d order will b severely impaired 

one th lumber industry b gtn te exper1enoe a oyol1o l 

or eoular down wing. uch • downswing, almo t by det1n1-

t1on, 1nvolv a a OUD1lllat1v and long run fall in demand 

and production, and, therefore, it 1a unlikely tba.t any 

baoklog or orders would build up. Perhaps it would be 

more aoourate to ay that ind presston pba es o~ th 

oyole th wifill d. order category e1.mplJ di appears, and 

n w orders b oomes the only ava1labl . ea ur ot amount 

de nded. In interpreting the re ults or tb wag -unfilled 



orders analye1, 1t must be remembered t t uch a com­

parison is poa 1bl only 1n cert 1n periods nd under 

apecial oiroumatanoe • 

(2) Aver ge_wage payment are more oloe ly ~el t d 

to both of the d mand sequences tban ar verage hourly 

r tas. Th d1ft reno a r relatively em 11, 1 but con-

1stent: they ar nearly the same in both then• orders 

and wif1lled ord rs er1ee. Tb1s 1 some turtb r vid nee 

or th eat r r1gid!.ty of average bourl7 r tea ov r 

v r ge pay nts, which has been suggested abo e. The 

jor det rm1nant ot th rate 1 an nnually n got1ated 

oontraot wh1oh 1 not normall ubJeot to revision dUJ'1ng 

the contr ot ear. On the other hand, the wag rat ia 

only one ot the important factor 1 ae ting average pay-

nts level: at hi d1soret1m th employer oan alter 

aucb prime determinants or p y nta a t ount or 

overtim worked,. the size or the labor rorce. the numb r 

ot atr igbt tim man-how,a worked. eto. lt 1 patently 

ea 1er to ob nge th e var1abl • tban it is to odity 

oontraotual wag rat. 

(3) In th ne order ~a~ rage bourly rate oom-

par1 on, th no lag nd one ... ye r lag o es bow rel tively 

low and nearly id ntioal correl t1ons J but the stx-.montb 

1Tb y amount to appro imat ly 5 to 17 pet- oent. 

85 
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w g l g i tu.at10 yield el 1f1c. i,. ly 1 rg r c~:r1 latton. 

o obvi· , x.pl.anatio ot thie obs ttt 1t • l.t. 

lr tb a p· t'tern Yer-a at,parent 1 t corral ti 

the other n w ordGr•wage e tti s it ould tn 1 te · p cul t1on 

t t wag rte and p nt we~ t pi ily ~ vised within 

bou~ 11 .onth ot . 1 .aJor f'1u-ot t1ot1 tn the • mount 

d .• nd4d a me sur by »ew 0Jtder1. nu.oh a .p tteni 1 not 

ppar nt. h01rev r. In ,- butt l to tb1a po1ttt it . y b 

•r 4 tba t •htl th ge.n Al ad• ooe 1n •verase h01.U:l1Y 

fttt• ha· been oo 11 n d 1n mor or le d1 er te 

j ,li t tOl"e nl10lled giweater fl xib,t.ltty of Vel" g 

111• ,_,,d.w.ktd to a emooth1ng tot th 

up ard adYtmoe ot t "1 t er1 • ~• fer , th 

b~lf' ~ te hc:m.14 tend to , h• bight.11!' oow l ts.one Wb n 

l.o.ged to a pot.tit WM lt l t7Plaa11,- NY11&4. Wbtl 

evel' ge pay n,,. be1ng • 1210etb·t-an not o d ndent on 

tU.1uu>n,1n'.\ili.:OU8 rate lnci-e•aea, ab~l<l 1bow le.sa at:t'illd.ns 

chai:1ge 1n the tt d o:t the 40rtt lat1ou aa. lt l• 

l g a• hethtX- tb11 po ·•·1b1t $1'H>tth1ns tendtUlQJ :f.n t 

aveN.ge r.,&7 ate , t-S.e wou.l.4 be autr101ent to level O\l• 

the, l rge s.tr,u•eno • ( t .es, to .790 back ta .eas) 1n 

the tHlW ol'dtN•~l.f rate ooweJ.•l~Qu • t• deb tG.b.le ., 

ls Appends.a •1.n te lno~ a ea ar u ua).l. 
ettet.riive ao ti.me dUJ.iJ.q th ae1 d qua~• )I of eaah real". 



Ooncerning mor genei-al oonclus1one• the qu st1on 

ot cau.ealityf wh:Lob we explor d 1n the preoed1ng oh pter, 

arts·s again. In tb oa e of then w orders ... verag 
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payments oornpar1son a oaua and tfeot .relationship require 

the rather reasonable assumption that employers bas man­

hour and ove.rtin\e policies on demand concU.tlon•, • uch •• 

the mount de•nded dur1ng given period. It, tor ex mpl , 

new o.rdera • r to r main below a. oustomartly expected 

lev 1 for a month or more. and the prod~cer could perceive 

no 1:mmed1att prospeot of an 1nore se., it do s not a em 

unrea,aonabl to aaewne that management would mo'f to 

reduce one or more of the r levant -o-ar1abl ••O"I l't1ma 

hours, traigbt ti hour , or employ 

r.eacti(Jll c:ri the p rt or man gement,, 

nt. Giv n th1e 

po 1tiv oorrelat1on 

between new o:rdera and average wage payments is 1ndioated, 

a d it may be said that the a ount demand d 1 on ot th 

determinants ot this wage erl e. 

ln the ne• ordera~avera.ge hourly ~ate relationship, 

oauealitJ would 1~plJ tbat the reoent h1atory of tluot~-

t1ons in our~ent order trongly atr cts tb att1tude ot 

employers toward oontraotual wage changes at the tim of 

negot1at1on of oontracta. If both past nd proepeotive 

demand 1 trong, the employ rs' r si tano to w g in• 

oreasee, oet 1'1■ parlbus. will be ls pronouno d t nit 

d mand has been decidedly weak. 



T argunient in £ vor of a oau al link between 

unt111 d order nd the w g measures re 1m11 r to those 

bove. In addition there is a presumption that employers 

oonaider not only n w o~ders, but also th baoklog ot old 

orders 1n shap1 g w ge nd hour policies. Thie s ems to 

be the aning of th higher correlation obtained with 

this m a ur of a ount mand d. Therefoi' tt might be 

expected that a r 11 1n new order would not 1mpart ny 

great downward 1 petus to • g if man gement b lieves 

the decline will be short lived, nd it the unfilled 

ord r figure gre tly exo da th t for new orders. 

On the otb.er h d, th1s line of argument can be 

oball.nged on th ground that the period 1937-1952 repre­

sents a speo1al ca . Th1 point of V1 was developed 

1n detail in Obapt r v, abov • Bri fly, 1t may b held 

that th gener 1 upw rd spiral or eoonomio ot1v1ty which 

oharaoter1zed the period aft oted the variable 1n ~ 17 

similar way. Their fluotuatione wer lmo t xolueiv lJ 

1n an upward direotion,. nd those instanc s 1n wb1oh 

downward fluotu t1on were ob erved, were 1n the nature 
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of brief interruption to the upward trend. Statiatioally, 

any two er1 whioh exhibit g nerally rising tendencies 

1nev1tablJ will show a very close oorrelat1on. Tb oon­

olu ion, then, l. th t should the d1reot1on of economic 
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aotivit7 be r ver ed for ny grea length or t1me th 

magn1 de or t corr l tions would be dr tio lly r duoed. 

he unt1ll d order r1es are most uln rable to 

thi line of or1t1 ism. A B be pointed out the 

Wlfilled ord rs category 1 large l.y the product or an 

xpanslon ry 1tuat1on. Indeed, s a eep rate series it 

is al oat ure to disappear du.ring th downward phase of 

the busi ea eycl • In spite or this, its usefullne a 

1 explaining oerta1n wag pheno n sooiat d 1th th 

er1od und r oonsid ration r nd r it, uperior to th new 

ord r eries. 

The new order queue offers o e QOrro'borat1on 

fo,.t thos wbo would disput the rgum nt for causality. 

n er ot time du.ring th sixteen-year -p riod, n w 

ord re f ll ignitloant mountJ twioe th y fell dr e­

tioallY• How vel't only on of tbes d ol1ne lated as 

long three q rt r. In spite of the extr mely short 

duration of th e downw ?'d fluotuat1o • tb y ere aut• 

t1c1ent to reduce markedly the s1~e of the corral t1one 

as comp red with the unfilled order ri.e • It oan be 

aeserted, th n, that if deolin in th 1ndep nd nt v r1 .. 

bl (new order and untilled orde:rs) of uftic1ent 

1nte sity and dur t1on wer 1nolud din th p riod under 

study, the eo-vari t1o of• ge nd ount de nded would 

be atly inhibited. 



Szntbeais 

(1) Th author h no objection to the propo 1t1on 

that, if this atudJ oould be extended over a tu.11 major 

oyol , the rel t1v downw rd 1n1'lex1b111ty ot the wage 

me sures wh n coinpared w1tb other eonomio magnitudes 

would b reflected 1n lower oorrelat1ons. It 1 probable 

that tbe reduction in oorr 1at1ona would 'b • manifested 

more in the averag hourly wage rat figure t n in the 

average payments data_ b eause ot the greater rigidity 

of the former. Howev r, without benefit of the sp o1f1o 

intormatlon, th question of how great would be this 

redu.ot1on 1s moot. 

(2) In th op1n1on of the writer, it wou1d be a 

grave error to o.onolud trom this sort of reasoning that 

no oaueal1ty exists whats ver. Tb tteets of new ord r 

fluctuations on th w ge nd hour poltote or mange nt 

ought to be at lea t as trong during r o asion pha. es 
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or the oycle as during xpa.naionary pha es. Dllr:t.ng tbe 

falling pbaee of the oyole the gre test de ee of oo• 

variation ehould be exhibited between new orders nd 

average wage payment, beoause ot the grater means avatl­

abl to the employer for d1 er tionary ch nges in payments. 

However, a positive and 1gnif1oant correlation between 

new orders and hourly rats abou.ld lso emerg. It the 

motive of profit maxtmiz tton 1s aooepted 1t seems 
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inevitable that management reaotio a to tluotuatione in 

amount de nd cl will have some oonaret impact upon average 

wag payments 1n p rt1ou ar, and to a .lesser 

aver g hourly rat • 

(5) If the d ta for a tu.11 cyol wer 

th writer would u et that a d quate me 

mount demanded would be th ne• ord r f1gur 

xt nt upon 

va1lable, 

ur or the 

tor th 

eontractionary phase, engra!'ted onto the w:if1lled orders 

data tor the upswing. If th1e erie wer oorr lat d 

with tbe two ag sure , the author would expeot the 

results to how that the amount de nd d oon titut son 

of the everal det rminanta botb of w ge rates and average 

payments. 
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CHAPTER VI 

Y AGE RELATIVE D THE CONSUMER PRICE DEX 

The pre ent ohapt r 1 designed to fulfill two 

general purposes. Fir t, and foremost, it is an attempt to 

determine it any cau al relationship xi t b tween tbe 

cost ot living and tbe v rious mea u.r of w ge . In this 

endea'V'or moat or tb tam111a.r patterns ot th two previous 

chapter will be followed. cond, although the jor 

oonoern of this p per is the det rm1n nt of money wages, 

a brief 1nd1oat1on or the movem nt ot rel w gs in 

awmills in the period 1937-1952 will be pres nt d. In 

the attempt to aooompllah thee two purpose, three ta .. 

t1st1oal seri hav been employed. 

!!!!. Wage Ilea ur a 

In th ·tter of the wage astU'es, a departure 

has been made trom the pr ot1o of th two pr oed1ng 

chapters. Instead ot pre eating them in dollar term, 

they hav been reduo d. to ind x form. This ohange has 

been ade for two re sone: first, price rel t1ves the 

two wage r1es will be or easily oomparable to the 

Oon umer Price Index; nd seaond, as prioe relatives they 

will taoilitate the computation of a real wage series. 
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The dollar w ge measures w re convert d to r-elativ'e 

terms 1n the following manner. For tbe p riod 1935-1939 

an aver ge quarterly wage 1n dollar te,rms w s obtained. 

This f1gur w t ken s th baa, and wa then divided 

1nto thew g d ta tor eaa.h ot the sixty.four quart r 

contained in the per1oa 193'1•1952. When the quotients, 

obtained from this d1Vi icn were llallt1pl1ed by one huA~ed 

the result wa a series ot pr1ce rel t1ve tor each ot the 

wage sequenaea. ~cm thl it i obvious that th average 

of real wages during 1935•1939 lm.l8t have been one hundred, 

s1.noe that period 1s d tined a the base both tor the 

Omeumer Price Index and tbe wag indexes. In order to 

derive a t-el t1ve re l •age aeries, the Consumer Price 

Inde~ was divided into eaoh of the appropriate hourly 

rate and average pa7ments flgur s. 

OonsW!!r Prt.o lndex 

The Consumer Pr,1oe Indexl was aoeepted s tbe 

most dequat ouro or 1nformat1on bout th eost ot 

living. Thi. 1ndex purport to asure the rel t1ve oost 

of items wh1ob up the budget or famili of typ1oal 

•age arnera in m tropolitan areas. The ba e pt,r1od us d 

1The Ooneumer Prioe Index is publish d 1n: 
Labor Review (U .s ., Bureau. or Labo:r Stat1 tlo ) • 

onthlJ: 
: . 



1n aonetru.cting this 1ndex 1& 1935•1939, although since 

1951 the • u.re u of Labor t tiatio has published a new 

index with 1947-1949 as the bas • :Fo:r veral rea on , l 

th Bure u 1 aont1nuing public t1oo of the "old" 1ndex 

to-r tbe t 1me be 1 g, and o. the la ttel" 1a U&f'd throughou.t 

the 1nt rval und r 1nv st:Lga tion. The aon umer Price 

Index \leed by the author is an ave:rag. of th, indexes tor 

th Po?ttltmd and Seattl. areas. T'bia part1oular mean •a• 

used to make the three aerie geographic lly mor compar­

•bl : 1. ,, s1.noe the S.ncome of tbe wmill •orker 1s 

r 1ved and l rgely pent 1n the P 01r1c Northw st, cost 

or l1v1ng compar1 one bould be more ma ning.f'u.l when the 

index u ed 1 pplloable peclfio lly to the northwest 

are • or course, ven tbla dos not yield perfect 

parallel, for majority or the sawmill ot tbe Douglas 

Fir region ar not located 1n PoJ."tland or eattle. No 

pert1nent tat nt rnay be ma.d abou.t the differences in 

coats of living between. other ree.a or the fir region and 

th two metropolitan centers,., 

?4ethod 21. Analyst 

No c nge s been mad 1n the e.nalyt ioal met oda, 
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applied 1n th prec,eding ohapterb. Ae in previous onaptere 

10n ot tb major reasons for tbe tampora:ry reten­
tion of the "old" Oonsumsr Prio Ind x w s that a numb r 
of important labor-management contract contained e oal-tor 
olau_ees based upon the • oldt' index. 



the co-var1at1o in the lagged comp rison w not u.r-

t1o1entl1 unlike to warr nt full 

o the ~o swner r1o Id x has be 

pbio tre tment, and 

gra bed o ly one 

ob with t .. e av r ge hourly rate d aver g p y nt 

figur s. Th two gr ha ho th • ve eri g ed by 

Si ontb in ob aa • The t t1 ti l met od is again 

that of lin al oorr l tion. 

T two ries d p1ot1 g be r l ive rel •ag 

ov menta r present din tabul r torrn a ong with the 

Consumer ric I dex eri a • 

R ulte 

The corr l tions obtained fl' , tb.e s v r l co • 

pari one w r a.a t'ollow.s. 

1. Co sumer Prioa Ind x-ave ge bourl7 rate 
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r l tive; no l g • • • • • . . . ••• • . • • • • •.• • • • • • • .996 

2. Oone r Pric Ind ~-verage hourly rate 
rel•t1v ; eix•month lag • • • • • • • • • • • • • • • • • • .993 

3. Oon wner Price Index-averag hourly rate 
relative; on •year lg·•··•·••••••••••••• .980 

4. Cone. z, Pr1oe 
r l. tive; no l 

nd x er ge p y1 nts 
g ••••••••••••••••••..••••• .975 

5. Co s r Pr1oe I d Jt• v x-age pay nts 
~1 tive; 1X• onth ag •••••••••••••••••• .936 

6. Consumer Price Index- v rage payments 
rel t1ve; -year l ••••••·••····•····• .952 
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'rABLE III 

COli U R PRICE INDEX .AND PIUOB RELATIVES FOR AVERAOB REAL 
HOURLY • AGE RATES AND AVERAGE REAL WAGE PAYMENTS 

1937-1952 

Oonawner Price Relative J>rtce R lat1ve 
Year Quarter- Pr1ee For Average R al For Aver ge Real 

Ind X Bourl7 Rate Wage Pa:,mente 

19,'1 l 102.0 95.2 101.1 
2 102.6 104.2 l).9.5 
3 104.2 102.a 109.9 
4 103.2 104.l 9'7.2 

1938 1 102.4 104.7 102.1 
2 101.4 .105.3 102.1 
3 101.4 104.'1 111.s 
4 101.4 105.6 111.1 

1939 l 100.s 105.e 109.6 
2 100.a 106.0 117.5 
3 102.4 104.4 117.4 
4 100.,9 105.9 113.7 

1940 l 100.e 10,.4 115.8 
s 101.2 .106.'l 119.4 
5 101.6 10$.4 118.4 
4 101.e 110.9 124.0 

1941 1 102.4 113.8 l.31.5 
2 105.5 11'7.9 129.0 
3 108.9 118.2 141.8 
4 115 .. 5 11~.4 128.5 

1942 l 11'1.9 110.0 128 •• 
2 120.a 116.9 148.8 
3 122.1 124.6 160.8 
4 126.2 125.2 lSS.4 

19 3 l l24.2 129.6 153.3 
2 129.3 129.9 176.4 
~ 128.3 129.4 1'70.4 

' 129.7 127.8 164.8 
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TAB UI (COH'r't>.) 

Con umer rlo Relativ Pr1c Rel tive 
Yer Quarter Pl'1oe For Average al For Av ra Real 

Index Hourly ate age P._aymen ts 

1944 l. 129.0 127.8 166. 
2 128.8 l.30.4 16'7.5 
3 129.9 158.6 168.4 
4 131.2 129.l. 160.l 

1945 l 132 .a. 127.l 162.3 
2 13~.J. 127.5 164.2 
3 134.5 128.l 141.3 
4 l.34.9 129.9 J.37.4 

1946 1 156.l l.32.0 142.8 
2 13'1.9 133.5 153..2 
3 149.9 131.6 141.8 
4 155.8 124.8 138.2 

l.94'1 l 167.3 138.1 157.5 
2 169.9 140.8 165.2 
3 163.5 141.5 157.3 
4 167.3 137.4 169.8 

1948 l 171.9 135.4 161.2 
2 l't6,6 141.2 148.6 
3 178.J. 140.3 158.3 
4 1115-.2- l l,8 151.4 

l 49 l 174,.l 141.6 149.0 
2 174.4 141.,8 165.-1 
3 1'13.8 145.9 l.67.1 
4 172.8 145.8 162.9 

1950 l 173.3 1,2.a 150.0 
2 1'14.6 14'1 .. 2 160.4 
s 176.l 152 .. 6 166.l 
4 18 .6 l 6.'l 166.9 
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'I'AB!,E !II ( C NT 'D.) 

C'onsume:r r1oe elattv Prioe el tiv'e 
Ye I' Qu. rt r Pr1o o:r Average Real or Average al 

Ind x Hourly R te age F yments 

1951 l. 189.6 145.4 160.5 
s 192.9 145.3 172.7 
I J.93• ., lol.8 164.9 

• u,s.5 150.l 166.0 

1952 l 196.9 149.0 1'10.9 
a 19'1.S 150.8 l6Eh5 
3 197.2 154.5 173.6 
4 198.6 153 •. l 178.6 

So-u.r-oe I Tb Consumer Pr1o Index le published 
by tbe Bw-eau ot Labo:r Stat1st1c • Th r l w ge d ta ••• 
derived f;rom mat rial ,upplied by the et Coast Lumb raten '• 
Asaoo1at1oa. 



From th se .t1gur 8 1t follows the aoeffic1ent o-£ 

det rmin t1on in eaob of the 1x 1tuat1on 1 s follows: 

Situation 1 ••• .998 Situation ' • •• .949 

S1tW\tion 2 ••• .987 Situation 5 • •• .878 

Sltuatton 3 • • • .961 Sit tion 6 • •• .90 

Oonolua1ona 

Aa oo ld be e.peoted trom an 1n pect1on of the 

graphs, the al.moat Wlbroken upward mov nt of the sever 1 

series givea r1 to the familiar ambiva1 noe 1n poae1bl 

interpretation which y b pl&a d upon th correlations 

obtained. On th one hand, it ha been bom th t the 

le raot ot a n r l rising tend ncy 1n two r1 a 1e 

suf ic1ent to account for larg correlations 1 and or 

lts lt. As oon· qu noe, the correlation by them elv 
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are meaningle a, and in ord r to s bl1sh any ort of 

causal r lation, a tir th oretio 1 bas1 mu.at be dvano d. 

As at t din previous di ou s1on, th1 b s1 must 

lie 1n col.leoti•a b rgaining r lat1o ·htp and in thos 

ele nt of th wag measur wbiob are patttia.ll7 con­

tro1labl by tb empl rs. lt nru t b th t th Con umer 

rrto index 1 Etnother ot th faotor which 1mp l th two 

parties to take po 1t1ve aotton in the direction of one 

wag policy or another. I the oa e of r1 ing oon 

pr1oes, the wi1on 1 und r oon t nt pres ur from its 
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member8h1p to negotiate increases in hourly money rates. 

The disparity between money and rel wages. although not 

expressed in pr o1eely those terms. 1s a olos and pressing 

reality to the worker. If' the laborer is not moved 1mme• 

diately to action bJ hi own observations, he 1s sure to 

b prodded into it by a wife harr1 d by r1e1ng grooery 

prioe • ln t1mea ot increasing oonswner price , the ba 10 

econo 1o need or the worker tor higher w ge rates is a 

-very real motive b h1nd union wage demands. 

The etreot on verage wage pa nt should not b 

ne rly so profound, nor so closely r lated to 1noreas s 

1 the Oonswner Prio Index, It goe withouts ying that 

any change 1n hourly wage rat will e accompanied by a 

proport1o ate ohang in average payments, provided all 

other thing remain equal. Howev r, in tb1s instance, 

"oth r things* consist or such factors as the level of 

employment, total off rings of ov- rt1 hours, total 

offerings of straight tim hours, eta., 11 of which may 

be readily changed at the d1.soret1on of the mployer. 

The liki.libood that management will aot to ott et fluctua­

tions 1n aver ge payments whioh are br, ht about by 

hourly rte variations is not plausibly dep nd nt on 

.movements of con umer prio s. Rather, any otio by the 

employer, either offeett!n or reinforcing the effect 



upon aver ge p ymenta of h0Ul'l7 rate ohanges, will depend 

upon several other eoonomi.o magnitudes suoh s w oleeal 

lumber prioes, amount of industry produot demanded, oost­

prioe relationship , etc. A possible clue to wh t the 

e player may do in th bove situ tion may be inferred 

from th tact that consumer price nd wholesale pr1oe.s 

gener lly fluctu te together and never exhibit a long :tW\lll 

tendency to ove 1n opposite direot1ons.1 

In swm,iary, 1t may b aid that average hourly 
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ra es should b quit se sitive to r1s1ng consumer price 

level,. Tbe l g,, 1.f' any, b twe.en pr1c level changes and 

w ge l'"eact1ons 1s un.d term1nable with present. data, beoau.se 

it 1. only by comp ring turning points that typical lags 

aan b ad u.aed-• Sino the e data. contain no :r-aal tw:-ning 

point , no l g period is deduoibl • Av rage payments 

also hOUld be ol.os lJ atf'eoted through the medium or 

hourly rate obanges,, but here the net effect depends upon 

em 1oyer reactions to other factors. 

In the case of steadily falling con umer prices, 

the re ponse of the art1e to ooll otive bar 1n1ng are 

a little more ob our • As re l wages 1ncrea e (1 •• , s 

the Oonsumer rioe Index fall and hourly r tee remain at 

1aompare 
and the onsumer 
in the: onthly 

Stat1st a). 

and contra t the olesale Price Index 
rio Ind x, both of biob ar published 

Labor Review (U .s,., Bureau ot La.bo:r 
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lee.st temporarily stable) there oert inly will b some 

pre sure gener ted within the union to resist w ge outs. 

To the ext nt th. t t 1 pres sure 1 e.ffeoti , a downward 

1nflex1b111ty 1n hourly rates will be 1ntrodueed, and the 

size of th corr lati s b t e oo SU.ill! r prioas ad hourly 

wage rates w1ll be oon 1derably r duoed. However, ta 

direot pressure 1mp lling ree1at oe in this case would 

h rdly be a great the gra s roots demand for action 1n 

times of rising con umer pr1c St becaus the eoonomio 

reality of falling real wages comes much oloser to home 

for the average w rker than the more vaguely di oerned 

o se or ri 1ng r l w ge • 

Any demand for reducing hourly rate which might 

co e from nagement prob bly will pr1ng from motives 

other than the falling consumer pr1oe level. Although 

the taot ot rising real w g may e e1ly beoome an employer 

argument for wag outs; it 1 a fair presumption that tb 

more import nt taotors behind t is demand wi.11 be such as 

those ment1oned . bove--tall1ng lumb r pr1ces, etc, .... 11 of 

wh10h may be expected to aooompany any long term de,ol1n s 

in consumer prioe levels. 

Average wage payments shou.ld show a g~eater oorrae­

pondence itb falling consumer prioee the.n •~erag hourly 

rat s. Again, th1 greater downward fl x1b111t7 1 
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attributable to var1abl s which are partially di oret1onary 

with the employer. However, for the ame reasons pointed 

out above, tbe oonomic motives prompting man gement action 

will b only remotely oonneoted with th £ 11 in the 

Oon wn.er Prioe Index. 

It should be mentioned here that there are om 

cases in which the oonneotion b tw n the Oonewner Price 

Ind x and wage rates is direot and automatic with1n c rtain 

limits. The ret rence, of course, 1s to those contracts 

whioh contain escalator wage olaus , and oonsequently are 

linked exactly to the Consumer Price Index. Any fluctuation 

in the level of oon wner pr1oes 1s automatically trans.lated 

into variation in the wag rate. 1 No suah oontr ct is 

in force in the Dougl s Fir reg1on a~ tbia time, but the 

existence of uoh w g olausee 1a n exoellent xampl or 

how a recognized juet1f1cation for w ge rate increase 

can be lifted from the oontrovereial atmosphere of the 

bargaining table and formalized 1n an institutionalized 

arrangement. 

Synthesis 

It 1s the bel1 f of the writer that the following 

gen raliz ttons hold true. 

1Esoalato:r clauses usuallJ det1ne a minimum ohange 
in the Consumer Pr1oe Index whioh mu t occur before th 
wage rate 1s altered. Also, a floor 1s usually plaoed on 
tb extent to which wages can be reduced. For example, the 



(l) Ther is a close .tunotional rel t1onsh1p 

between the level ot oon umer prices and the mea urea or 

w ges; when the Oonsumer Price Index exhtbite a genel' l 

upward trend. The rolationship is more pronounced in th 

cas or aver ge hourly w ge rates than in average wage 

payments, because or the indeterminacy of nagement 

aot1ona which oan influenoe the latt r figure. 

(2) When tbe Consumer Prioe Index. 1 1n a long 

term decline, the l vel of consumer price will lo e mot 

of its ffe4tivenesa as a wage det rm.inant. It 1s not 
'• 
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improbable that d olining oonsu.mer pric s will be aooompanied 

by falling wage payments and, perba~s, wage rates, but th 

r a on tor this oo1nc1dent movement will 11e in taotora 

other than consumer pric • 

l!!!:1:, Wages, 1937•1952 

The purpose of tbi a ot1on 1s not di course on 

real wage in the lumber industry, which would tnvolv the 

wr1t1ng of another thesl; but simply to surv y the obangas 

in real hourly rates and real wage payments. In making 

this survey, 1 t is hoped more .light may be shed on the 

influence of ohang1ng r l wage levels (or, if other things 

oontraot between General Motors and tbe U.A.W. provides for 
a one-o nt change in hourly rates for each 1.14 change in 
the Oonswner Pr1o Index, provided wage rates may not be 
reduced fter the Index ha fallen to 164.7. 



remain eq l, what amounts to th sam thing, changing 

price l v l) on fluotu tions in money w ges. Inspeoti 

of T ble III reveal several interesting faots. First, 

1t 111 be noted that r al verage hourly rate hav • 

ri n rrom about one hundred 1n 1959 to ov r oae hundred 

e.nd fifty 1 1952. It will b noted furth r that this 

l05 

ris • bas not been smoothly progressive, but ha come tn 

d1,scret Jump•. In nearly ev ey ca e, thes Jumps. have 

oc:me at the end of to to four quarter d cl1n in rel 

wag s. Thi oonoat nation or events by no means proves 

anything, for it 1 ntir ly po ible to rgu that th 

ohang s 1n hourly rate ware i duoed by f otore complet ly 

axtraneou to the talling real wage rate. On the other 

hand, it ia certainly suggestive or the poss1bll.1ty that 

the comb1n tion of r lat1v ly stable wage rates and rising 

consumer prioes w1ll strongly 1ntluenoe tb w ge polio1es 

or union negotiators. 

Second, the alr ady pparent fact that average 

payments are more flexible than hourly rate8 is amply 

supported by the data contained in T bl III. It will b 

noted that the l"ange of average real payments ie greate~ 

than that for r al rates (97.2 t.o 178.6 as compared to 

95.2 to l54.5)J the upward progression ot the former is 

broken by oocas1onal larg d olin s; and beginning in th 



106 

third quart rot 1938 an erratic twenty to forty point gap 

is opened up betw en rel rates and rel payment ., bile 

it is pparent th t ohange in money wage r te are re.fleeted 

in variations in l"eal paymente,, 1 1t is also elear th t at 

times other r ctors exert influence in the oppo 1te 

dir otion. Since Tabl III shows most ot th in tances 

of mAJor rev raala in real payments to have occurred during 

the tbr periods of reoes ion in bu.sin ss activity,, 1t 

seems reason bl to aa sume th t the coW'lter1ng intlu noes 

consist of r duot1on 1n sawmill employment, overtiffl.8 

hours, and tratght time boUl's. This lends some support 

to the oonclus1on r aohed earl.ier 1n the ohe.pter, that the 

eff ct of a rising pr1oe level is not as direct in the 

oase of average payments as 1t 1a tn the oa.s of hourly 

rate • 

Third, it should be pointed out that the ditferen­

t1al between average real payments no. real hou:rly rte 

ia not altogether what it s • ms on the aurtace. Th 

existence of a differential 1s to b expeoted, 11' only 

because the nwnber of overtime hour worked was appreciably 

larger throughout most of the int Mal 1941-1952 than 1 t 

was during the base period, 1935-1939. How ver, the s1ze 

of th difference appears larger 1n Table III than it 

would be if take-home pay war used rather than aver ge 

lor. fluctuation· in rel p ym.ent with dat s when 
money wage rates were 1nor sed. Tb latter information is 
contain din Appendix "A." 



payments. In other words, disposable real income 1s 

somewhat smaller than real payments. It would be an 

e,xtremely oo l x task to oom.puta a oo~eotion faotor, 

and it 1s not eur t t tbe greater aocuraoy would be 

. orth the effort. 

Oonoluslon 

In the opinion of tbe author, th mov nts or 

rel w ge in th period un er oon ider tion off~ eome 

support to th th oretieal aonolusion that a funot1onal 

relation hip exists between o~swner price variations 

and wage change a during long te1 nt ri s 1n the Consumer 

Prio Index. The l ok of d tao nc rn1 g the re otion 

of rel w ge 1n the lumber industry to f lling oonswoor 

pr1oes pr eludes ny an lys1s in that direction. 
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OHAFTER VII 

AVERAGE PRODUCTIVITY AND WAGES 

Th 1nadequaoy ot the marg1n•l productivity theoey 

as an explanation tor vai'1at1on 1n short run wage ratea 

in the sawmill :1,nduatry was d mon trated in Obapter III. 

In thi chapter the writer proposes to examine the relation-

hip betw n wages and a oono pt of aver g produot1v1ty 

in order to determine wheth r or not the latter offers a 

better explanation for ehort term fluatu.ationa 1n wag a 

than marginal productivity. In the r l world ot 1nst1-

tut1onal1zed, industry wid wage bargaining by agents 

representing larg gments of both labor nd management, 

it is the opinion ot the author that oons1der t1ons or 

average valu product are likely to have greater influence 

over wage bargain ra than the tbeoretioal exactn sot 

marginal produotivity. Thia 1 so for sev ral reasons. 

In th first plao, it 1s a quantity which oan be r dily 

computed. At any given time pr1o and average product 

a~e obj ot1ve data which may b oerta1ned at w1ll. On 

th oth r hand, unless p rreot oompetition prevails, 

marginal revenue can only be imp rteotly estimated, and 

marginal pbysioal produot oan only b determined by trael7 



experimenting w1 th d1.ft rent aombination o.f l bor nd 

oapit 1--a prooedur whiob few employers are w1111ng to 

attempt. In th second pl oe, this simplicity and eas 

o.f computation r nder th AVP far more u eful tool 1n 

the bands of th two parties to th wage barg in than 

would b th MVP. It is possible that a few individual 

negotiators ar acquainted with th n1oet1es of eoonom1c 

theory: but the writer t els it a .fair assumption that 

for most ot the bargainers ae well a almost all of the 

rank and file on both sides, th subtle Juggling or labor 

at the margin 1 simply not mean1ngtul. On the other 

hand, the simple statement that the ame number of man 

working the same number ot hours bav produced f1v per 

cent more or less in period "A" than in period "B" should 
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b perfectly 1ntell1gible to neal'ly all of the participants. 

Sino it is quit oft n the rank and fil that st be 

convinced of the reasonableness of ny given wage proposal, 

s1mpl1o1ty and ase of understanding ar important faatora 

in the determination of short run wage rates and wage 

payments. Finally, the aver g productivity explanation 

1 not intended aa a monolith1o, determinant solution to 

w ge questions, but will take its plaoe as one of a 

oong ries of factors. Each of these factors will exert 

some di tinct, but not preois ly quantifiable, 1nfluenoe 

on the oolleotive determination of wages. 
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Tb measur of average value produot was obtained 

1n the following .manner. Tb um of n-boura orked in 

. aoh quarter w s d1v1ded into total pr·oduct1on for eaoh 

oorreapond1ng q rt :r. Th s quotients were then rnu.lt1pl1ed 

by th appropriate whol sal lwnb r pr1o figure. Tb 

resulting 

AVP. 

ri swill be used here.after to repre ent the 

Tba two w ga series wb1oh have b en employed 1n 

the preoed1ng ohapt rs will lso be used here. 

The analyt1,t,a1 method whioh will b used 1n this 

seot1on is similar to that emploJ din Obapters IV, v, 

and VI. Accordingly th r la t1ve movements of the three 

variable .... avel9age bourl7 wag ra tas, aver ge wage payments, 

and average revenue produot•-are plotted on Graph XI. 

Tb ooeff1o1ent o.£ corral tion war: 

l. Average value produot-average pay nts: 
no wage lag•••••••••••••••••••••••••••••• .916 

2. Averag value product-avera.g p yments; 
ix-month lg•••••••••••••••••••••••••••• .940 

3. Ave:rag value produe t•a.verag payments; 
Qne-ye r lag•••••••·•·•••·•••••••••••··•• .928 

4. Average value produot-average hourly rate; 
no wage lag ....................... ·•....... .934 

5. Average v lue produot-average hourly rate; 
six--montb 1 g •••••••••••••••••••••••••••• .938 

6. Average val produQt•aver g hourly r ta; 
on -year lag ••.•.••••••. • • • • • • • • • • • • • • • • • • .944 
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The corresponding co ff1o1ent of determination were: 

1. • • • .840 4. • •• .873 

2. • • • .884 5 • • •• .879 

3. • • • .862 6. • •• .891 

This grapbio and tati tical ev1d nee shows a 

oon 1dera.ble degl9ee of eo-var1at1on between average v lue 

product and w ge . Graph Ill 1nd1cat a general agreement 

in suoh m1nor tlll'ning points a exi t 1n the wage equenoes, 

and a persistent upward movement du.ring the period 1937-1952. 

The aorrelat1on eonfil•m the vieu l evidence Again it 

must be empha 1~ed that the size of the correlation 1s 

not s1gn1f1oant of itself; that the rising trend ot both 

series may ad quately explain the computed aorrel t1on. 

Baaee .for Ohang s !!'!, ~ ~ 

Gen r lly, th re r three variables which may 

ffect the le~ l of tb average value produet; The first 

is the ef£ort put torth by the aot1v labor .foroe and th 

r l tive ak1l1 exercized by th t body. In the abort run, 

this factor should be quite stabl , inoe it 1nvolvea the 

eduo tion land tra1n1ng level or larg oups or 1nd1-

vidual. In the long run, it 1 possibl that secular 

trend y ev1nc d, either 1 n up rd or a downward 

d1reot1on • The effect on the AVP of oycl1oal v r1 t1ons 

1n employ nt ie not altogeth r clear. 1~ 1t is a sumed 



t t nagement ha bsolute control or b1r1ng and firing 

pol1c1e, th nit probably ould be fair to presume t t 

average produ.ot1.v1ty varie 1nvers ly with th bu.s1nesa 

oyole, a the le t e.f.f1oient worker would b th .first 

to be lid ot.f in a downturn and the l st to be reh1r d 

as full mployment 1 ppro ched in a upturn. On th 

oth r h nd, 1r the hiring and firing function 1 modit1 d 

by joint union-management agreement eucb as seniority 

provision applying to lay-off and rehiring pol107, th n 

.fluotu tion of avera 

random. 

produot1v1ty over a eyole may b 

The aond is the capit 1-l bor r t1o. There re 

two asp ct of this situation whioh require attention. 
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If th "state of th arts•• is given, th re 1e an upw rd 

limit to any increa e in average produot1v1ty. This limit 

is the optimum combination ot cap1t land labor whiob 

mu.st ·Xi t when both methods and forms or oap1tal equipment 

are fixed. In this oe. e the pX'Oportio betw en capital 

&nd labor would t nd to eettl at the optimum point, and 

fluotuations in average produot1v1tJ will probably b 

confined to aucb exogenou faotor as population oh nges 

and accidental destruction of oap1t l goods. On tbe 

other hand, if the po 1b111ty of innovation 1e introduced 

1nto the model. no optimum combination is inferrable. 
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In thi oas, aver ge produotivity dep nd upon th cbarao­

t r of th innovations and the speed with which thy are 

introduo d. It 1 obvious that ny large oale, eoul r 

xpansion in v rag produot1v1ty must depend upon a 

continuous tr am or n w methods, n w product, and new 

capital equipment. 

Tber may al ob some cyol1oal variation in 

verage productivity. For xample, during th up wing 

tho en w building and 1nnovational projeots which may 

have b n oonoeiv d du.ring tb depres 10 pba e, but wb1oh 

er deferred b oau of ind qu t f1nano1 l re ouroe 

or bee u e of the undue pessimism wh1oh normally pr vaila • 

at uoh time, y b und rtaken, so that o pit l coumula­

tion may bow at nd noy to bunch up 1n oert in p r1od 

of ti • As a result, the 1ncreas in e pital y outstrip 

the 1nore e in population, wh1oh, 1n dynamic 1tuation, 

means an inor as in average productivity. During th 

final stages of th upswing capital acownul tion, including 

innovation, hould tend to l vel otr. Th n, s population 

inor ases swell the labor toro, av r ge physical produo­

t1v1ty should dear a e. During the downswing, it 1s 

probable that tight n d credit oonditione and g tber1ng 

p e1mi m will t nd to disoour ge th t pit l ocwnulat1on 

wh1oh would otherwise occur. This oou.pled with oont1m1-ed 
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populat1on growth hould 1nd1oate fall in average physic l 

productivity. Anoth r consid ratio here 1s wheth r 

increasing une ployment of l bor 1s ocompan1ed by 

smaller th n proportionate or gre ter than proportion te 

inoreas in unemployed capital. If the form r, then the 

indicated tall 1n ver ge productivity may be oount raot d 

to some d gr J 1f the latt r, th nth 1nd1o t d fall may 

be r intorc d. 

Finally, the aver g v lue proauot y b affect d 

by fluotuations 1n pr1oes. To th ext nt that ohang a in 

AVP are engendered by pr1c ohanges th suoo ed1ng an lys1s 

is very olos ly r 1 ted to the nal7 1 of th etf ot on 

wage ot wholes l price aont ined 1n Chapter IV. 

!, Th oretioal Foundation 

If only the case of v r ge hourly wage rates is 

con 1dered, it is clear th t any influence ex ro1zed by 

the AVP on the determination ot short run w ge rate mu.at 

b the re ult of the reaction of the sev ral negot1 ting 

groups to changes in the average v lue product. The 

author can oontr1bu.t one blt of evidence tending to 

support a oonolusion that th AVP dos 1nflueno at least 

on of th parties. In a pr1v t convers tion w1 th 

policy ma.king oftioial of the International Woodworkers 



of Ameriea.1 the writer learned that 1n eeti ting the 

profit b111ty or firm and industry, on ot the 1 portant 

ele ente oon idered by b1s union • 

t1v1ty .•• On inquiry, it came to light that his concept 

of productivity wa.s a composite of 1nor,ea d produot pel' 

employe and the valu. of tbis 1norease to the owners. 

On the tbeoret1oe.l 1de, if union negotiators. 

a.re • ware or a oular oi- oyolioal increa e in . verag 

revenue produot,2 and if they interpret this a 1ntply1ng 

oonoom1t nt 1narea e tn prot1t b1l1tyt tbey 1ll, be 
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trongl7 ottv ted to demand a part of thi greater prof1t­

ab111ty in the fom of h1gher hourly wager ts. To the 

extent that a r1.e1ng AVP actu lly represents greater 

prof1tabil1t1, mploye.r rest.stance to wag rate increases 

bould be substantially weakened. At the same t1 , it 

is more dlffioult to juet1f7 · r tusal to grant uob 

1no:rea.see • 

. 1Anotber • ap ot ot this same oonversation was. 
reported in Obapter IV. abov • 

2Tb data from Yhiob verge produot1v1ty can 
be computed ar published monthly by the West Coast Lumber­
m n's As oo1at1on, ,and oons quentl7 re :r adily avalll!lble 
t.o the employee repr s ntativ El • 

. , 



Other things being qual, these two 1nt r ot1ng 

fore should produce n gotiated inore s in hourly 

r tee. Such a oonclusion 1s upported by the tat1 tic l 

ev1d noe ubmitted bove. 

If a eoular deer s 1n aver ge rev nue product 

is manif et d, management will be dr1v n to de nd w ge 

reductions. Tb union y wield enough po er to pr v nt 

any reduction for a t1me, but the lt rnative will be 

Wl mployment a som firm. lowei- their produotion l v ls 
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nd the marginal firms re fore d fr m busines ltogetb r. 

Th ultimate r eul t w1l.l probably b combination or 

r duced employment and lower wage rat • 

Tb foregoing analysis should b q lly valid 

for the rel tion hip betw n AVP av rag w g yments. 

Some supple ntary analy 1s s ems 1nd1o t d, however. For 

xample, a AVP increases there w1ll b some lag b tween 

change in the value product and changes in hourly rates. 

The correlations em to point to a typ1o l lag ot n1n 

months to ye r. During this lag the mployer 1 the 

ole beneficiary of the inor a e in produotivity. It the 

deer as 1n unit oosts 1s of suffioi nt magnitude, nd it 

the demand schedule is relativ ly elastic (or if demand 

is increasing even it th demand ob dule is inel t1o) 

nagement 111 oertainly 1ncreas the oale of production 



to take advant ge of the temporary oost reductions. 

Increasing production will ent 11 exp ding ome or all 

of tbe employment variables--- tze or the labor force, 

str ight t1 e hours, and overt1me hours. Thus, Wlder 
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the a umption t te-d, e.n incre se 1n average v lue product 

bould lead to high r levels 0£ aver ge age payments. 

lt 1s. also ooncsetvable th t temporary cost 1norea:ses may 

rise a th result 0£ a lag between fall in ARP and a 

waged crease. Again, if th changes 1n unit costs are 
' - ' 

1gnitic ntly lai-g management may be expected to re c,t 

by reducing ome of the employm nt variables--overt1me 

hou:ra worked, at the very lea$t•-thefteby reduoing av rage 

w ge p yments. 

Conclusions 

(1) The write~ feels it is fair to assume th t, 

for short run situations,. changes in a'VeP ge produot1v1ty 

h ve a greater effect on fluctuations in hourly l"atee and 

average wag. payments than do ehang 

produ.ct1v1ty. 

in marginal 

(2) The .tatistio l evidence tentatively supports 

the theo~ t1oal oonolusion that mov ments in the AVP are 

reflected by change in average hourly w g rates. The 

mec nla~ by which v riattons 1n AVP are translated into 

•age ehang s 1 the o<>l.lscti,re bargaining oonterenoe. It 



ba been hown that a concept oorrespond1ng to aver ge 

valu produot is considered an important taotor by t 
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last on of tb n got1at1ng part1e 1n th awm1ll indus­

try, and that it is therefore eubjeot for di cu siOll at 

tb barga1n1ng t bl • 

{3) The tat1st1cal evidenoe further supports the 

oonolu ion tb t average wage paymente are s 1m1larly 1n• 

fluenoed. t is obviou th t ny ohange in hourly rates 

will cause t le s,t a proportional ohange in av r ge 

p yments, provided other things r main equal. In dd1 t1on, 

it 1s poesibl that 1n th 1nd1oated lag period between a 

change 1n the AVP and a ohan 1n th hourly rat, nage• 

ment may react to the temporal'y unit ooet reductions (or 

1ncr as ) by xpanding {or oontraot1ng) the saal ot 

prod.uation. 1'bis proo a will usually involve inareas s 

(d crea a) 1n the average wage pay ntJ it will certainly 

do so it either straight time hours or overtime houra 

worked ar exp nd d {o~ contracted). 

(4) The averag value produot is on ot everal 

taotors that are oaretully oonsider d by wag bargainers 

in £ormul ting their wage demands. It follows that the 

AVP 1e significant element tn th determ.1aat1on of abort 

run wage rates and wage payments. 
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OJU.PTER VXlI 

SU RY AND OON OLUSIO S 

Throughout this p per has run thread of conflict: 

question of which of two th or tioal approaches most 

accurately desor1bee a pr1o1ng process. 

,!E!. rginal rroductivtt:v Theorr 

On ot these approaches is an essential part ot 

the whole neo-elassioal explanation of eoonomio activity .• 

Thi , of course, 1 the margine.l analy is, upon the founda­

tion of which hae b en erect d an 1mpo.sing structure ot 

n oess ry oaueal rel tione which purports to de cr1be the 

entir complex operation ot a oapita.11.stic eoono1111. In 

order to explain the log1eal pattern whiob they discover 

1n society, the adherents ot th. theory postulate a rational, 

traight thinking "eoonom1c man" as the prototype ot all 

1ndiv1duale. In order to explain the pzwedict ble manner 

in wh1oh they perceive bue1ne amen to aot, these theorists 

erect the profit mot1ve into a position of wiique eminence 

as an incentive for all busines aot.1v1ty. So that 1rra­

t1on 1 or ignorant men may not upset th logioal ooherenoy 

of the system, th th oriets assume an automatic enforo ment 

device which they oall p rfeot competition. 

.... 
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With th se three building blooke, ome neo-alassioal 

• and contemporary th or1sts raised up a determinate, uto-

tic, and morally s t1sfying model of the oonomie rela­

tions of man. It 1s determinate beo se 11 que tione o~ 

what, how, and how nuch are oapable of being answer d with 

a charming exactitude. Given the rel vant oonom1c ech d­

ules, produot1on, eon umption, distribution, pr1o, oout, 

and 1noome for fir industry or nation may be computed 

down to the last oent off ctor 1noome or the last unit 

or produotion. rt is automnt1o beoause no ind1-V1dual or 

firm can long stray from the pl inly marked p tbs without 

1nourr1ng fat 1 financial lose • rt 1 mo~ally atisfytng 

beo-ause it predicts not only what any oonomio magnitude 

will be in raot, but lso what it ought to be s a matter 

or moral right. Thus labor should reo ive a its di• 

tr1but1ve hare the value product whiah 1a attributable 

to the marginal worker. ny less is exploitation, and 

labor, inoe it .is pe%'tectly .m,ob11 and ha perfect 

knowl dge ot all other job opportunities, will naturally 

ek gt'" n :r pasture • Any moi-e will fore th marginal 

employers from business, nd tbe oompetitive pressure 

from unemployed worke~a will impel a f ll in wages. 

In reoent y r, the d velopment of oligopoly 

theocy baa brought som oons1dera.bl modification to the 



marginal analysis, espeoi lly 1n the t1eld of oommodity 

pr1oe and production theory. Th introduction ot are e 
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of d1eeret1on tor mployer deo1a1ons, th reoogn1t1on ot 

non-pr1oe competition 1n vat areas or industrial aot1v1ty, 

the adumbration or 1ndu try praot1oes such a price leader• 

sb1p, basing point systems., market sharing agre ments, 

etc • ., all h V'e aombin d to less n the hold ot the earlier 

neo-alaesieal th oey of the proteasional mind. Even 1n 

tb1a tor the marginal analysis bas dlsoarded only one of 

1ts building blooke. The ho ry old gbo t of the "econom1o 

man" ll.tngera, st1ll, and the profit motive baa been elevated 

above pert ot oompet1 t1,on as the device whi oh ensure 

contoi-m1 ty. 

hen attention is turned to wage theory, it 1 s 

ii' the p ge of eoonom1o hi torr we:re turned back. The 

marginal produot1v1ty theory 1s still the only generall7 

aoo pted explanation of wage determ1nt1on. The 1net1• 

tutionaliz t1on of the job market and the proc,e s ot 

colleotive bargaining are still looked upon by most 

economist as exore o no on the economic body. Th 

marginal produc.t1v1ty theocy 1s till taught in many 

Principles and elem nt 'l'1 theory claa rooms as th ult1mat 

in wag th O!'YJ and it 1s till gosp l in many Pr1no1ples 

t xts. An exo llent xo.mple is the element ry text wbiob 



ha been in us t th University or Oregon tor the past 

two year • The oonneotion between wag th ory and un1o 

bargaining 1 expr a ed as follow: 

Th eoonom1o advantages of union int rvention r 
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two: th e.xploi t tion of laboret-s is ended by king 
the wag equal to th valu ot th 1 bor, and emplo7• 
me-nt in the r is increased to wh tit should be. 
In otb r word I assuming th union to de nd a wage 
rat n 1ther lower nor high r than t the v lue productJ. 
the wag rate a d th volume of mployment 1n the 

re are wh t h y
1
would be it ther. were pure 

comp t1t1on. ,. • • 

This same text 11 t the die dvantages of union barg 1n1ng 

a. the promot1on of unempl<>y nt, the r duotion ot invest­

ment inoent1ves, enooui-agem nt of pr1c 1ntl t1on, th 

poss1bl des II rat1cn of tb union movement into a class 

struggle, and the poes1b111ty that union• nagement 

relat1on• w1ll r. ult 1n colluatve plot to de.fr ud and 

exploit th1rd part1e •2 The only e oape which the text 

offers &om t h1s terrible dilemma in voluntary l"e tra1nt 

on th part of the b rgatners or soo1 l control. by gov rn• 

ment to guarant that th sub t no 1.t' not the .t'ol'm of 

the marginal produotivit7 theory ls obael"Ved in thew g 

mark ts. 3 

laruo • Klligbt and Lawrence G. Hines, Eoonomio 
(New York: Alfred A. Knopf, 1952), P• 488. 

2 lbid., PP• 488-92. -



In the eam v in, 1t will be noted that th best 

expl nation for the demand for f ators ot produet1on 

wbiob one standard theory text oau offer 1 slight 

mod1t1oat1on of the traditional marginal approaoh. 1 

For 11 int nts and purpose, the rginal pro-

duotivity theory r 1gn upre in tbe field of wag 
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d termin tion, ltbou.gb many ot it. dherents haver tr ated 

to a wtnter line wb1ob emp sizes th norm tiv r ther 

than the d t rminat aspects of the th ory. Today it 1s 

fairly obvious, even to the devout. that the theory oannot 

be applied w1th great xaot1tude. However. this 1n itself 

1s nQt sut'f1o.1ent rea on to r jeot it absol.utely. Even '! 

theory 1s a gen raliz t1on, nd it 1s oh rat r1st1c of 

all gen r l1zat1ons that they do not d crib r ality with 

perfeot aocuraey. To do it full Ju tio, th marginal 

produot1v1ty theory must b ex mind olos 17 to dis over 

it it is a reasonabl approximation of the re 1 world. 

If its assumptions nd th results it yield can be aooept d 

without doing undue violence to fact, th nit is, 1n ome 

s nee, a us ful tool. It, on the oth r hand, 1t 1s b eed 

on as umptions which are so fanottu.l a too use it to 

yield grot que results, then it deserves nothing bett r 

than th aonomic orap heap. 

1Bould1ng, Eoonomio J\nalys1s, pp. 701-1. 



Application~ lB!; Theory~ Practical !.!S.! Determination 

1n the Short Run -- -
Atlas thre d1st1not v rsions of the margin 1 

product1v1ty theory 

b en adv noed. 

a determin nt or wage rates hav 

(10 The pur st t ment ot the\ or1g1nal theory, 

wh1oh 1 used above, 1a a distill tion of the eal"ly work 

of uob diverse individuals J. H. von Thun n, Eug n 
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von Bohm-Bawerk, Knut icksell, 1111am J vons 1 J. B. Clark, 

• nd ny others who labored between 1842 nd 1920. At 

lea t until 1910 it was an artiol of .t'a1th with Ol"thodox 

eoonom1sts, and 1t u.rvives today in th mind or many 

as the normat1v v lue to whioh wage rates bould ooni'orm. 

In this form marginal produot1v1 ty has been applied 

to th theory of the firm and h s been adv need as an 

explanation for bort ter wage nd employment phenomena. 

Today, bow ver, it is no longer polis1ble to 1nta1n that 

short run w ge rats are determined by the neo ssity tor 

the employer to adhere to the rgin or perish aoonom1oally. 

The ttempts in Chapter III to oomp re the marginal value 

product with wage rates ins wmill r an xampl of th 

erro:r which rise when the theory is rigidly pplied to 

a speo1f1c industry. The .reason for the e error lies 

principally in the unreality or the assumptions whioh 



surround the theory. B oauae of them, it 1 not equipped 

to deal with uoh thing as oollective aot1on in the wage 
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field, 1ndu tries wb1oh re le than perfectly aompetitive, 

the n mio xp n ion of firm or industry, or bot of 

other itu tions which are 1nvar1ably present in real 

economy. The inve tig tor 1 driven to th oonalu.sion 

.that, in p1te of 1ts wide ourrenoy, tba theory does not 

desor1b well the pract1oal proo ss of wage etting in 

the short run. 

(2) The first retr t from th1 forward 11n, nd 

ba tion still def d d by many conO? 1 ta,l w the 

dm1 . ion th t institutional for might alter w ge P tterns 

for n 1 de!1n1t length of tim • In tb1 form liter l 

determinacy is abandon d, but th mor l lament 1e ret ined. 

It man, 1 hi monopol1 tio w1ok dn , wishes to tamp r 

with then tur 1 functioning of tbe eoonomy h nru. t lso 

b prepared to aooept the consequenoe • The punishment 

for th1 kind of tinkering, in ofar 1 t ff ots labor, 

1 · a prolonged, v1 ti ting h rd oore of un mploy nt. uoh 

a oonolasio might be entirely justif1 d if tbe national 

eoono wer r sbion d along st tio line • As it 1 this 

lsee, for exa.mpl: 
a .Free Soo:l.ety_. Ohapter 1. 
kaoip{ talism. 

Simons, Eoonomio Policl for 
Se also; Lindblom, Uni'orii 
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version of the theory is unreal 1n s veral respeots. In 

the first place, it bases its postulate of necessary 

unemployment o th xisteno of product comp t1t1on close 

enough to perteot ao that employers could not pay wages 

above competitive lev ls without be1ng foroed from business. 

With the r1s of oltgopol1et1c, oondi t1ons this conolueion 

no long r holds. Under conditions of 1mperfeot competition 

it 1s entirely possible for t1rm or industry top y 

above "normal" wages provided only that, e1tbeit through 

ignorana or d s1gn, it is willing to aooept less than a 

maximum net revenue. In the econd pl oe, 1n dynam1o 

economy whiob 1s in an expanslona.17 phase, the hard core 

of unemployment may simply s rv as a labor pool from 

which needed workers 111 be dr wn more or le rapidly 

by new and/or expanding 1 duatr1es. At least during the 

first stages ot a oontraotionary phase, it ia doubtful if 

any pra.etioable r duotion of wage rates would lower tot l 

oosta sufficiently to d1sp l the air of extreme pessimism 

wbioh inevitably aooompanie a depression. Fin lly, th 

assumption that the profit motive is uniqu a prime 

mover or businessmen cannot b ace pted without oriticism. 

Especially when appl1ed to the field of wage determination, 

wher peraonality, th v garies or human 

vast cQmplex of non-peeuniary human ne ds 

motions, and the 

re vitally 
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important, the assumption that men r mot1v ted exclusively 

by the de 1r for monet ry s lf ggrandizement is 1nad-

mis 1ble. All this 1 not to y th t "exc ive" wage 

r tee never can g1v rise to emi-p rmanent unemployme t: 

it is 1 ply to point out that suoh a oase 1 merely one 

or a numb r of qually di tinot poes1b111ties. 

Appl1oat1on ,2!, l!!! Theorz .12 Wage Det rm1nation .!B, the 

Long Run 

Afr more re lie 1o tatem.ent of the theory 1s 

one wbiah mpha 1ze the v ry log run 1nflu noes which 

it h s upon 

th1 point: 

ge rooee e • Tor qu t P ul Douglas on 

o one who und rstand. the pro u.ot1v1ty th ory ol 1ma 
that it works w1th ma.the tioal precision. It 1 
en h 1f 1 t 1 a bro d and po ertul t de oy wh ob 
briygs wages into som ort 0£ alose conformity to 
1 . 

It 1s the bel1 f 0£ t e uthor that in th1 form the 

margin l productivity theory 1 on much more solid ground. 

In t 1 t t o way , oo et1t1on should become more 

effective a n en:fo1•0 m. nt device the period o:r t1rne 

und r oon id r tion 1e l nth ed. 1n th fir t plaoa, 

the rgin l fir in n industry will gradually be roroed 

to reduo:e their al or operation if g s re l.ong 

r.1a1ntained above oompetit1 l v l . ome of these firms 



may actually be forced to retire from the busines aren. 

11he t1m p riod required to aooomplish th s r sults 

leepeo1ally th latter) very well may be mea ured in 

decades, because of such oon 1derat1ons as large aoaumu• 

l tions of fixed and highly durable plant and equipment, 

personal attaohments to a p rt1cu1ar industry, laok or 

altern tive opportun1t1 th t do not r quir person lly 

distasteful geographical or soo1al changes, tc. Any 

unemployment wh1oh aooumulat s during th1 period hould 

bring about two re ult t (a) the marginal product will 
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be raised; and (b) th pr ssure exerted by un mplOfed 

union members •111 gradually inor a e until it becomes a 

powerful fore in 1nt rnal union politics. t some point 

this pr seure will probably grow strong enough so that the 

union will a.ocept a negotiat d wage deore se. Betwe n 

thee two fores the wage rat ooula conceivably b brought 

Minto som ort of olose conformity to the MRP. 

The second tbod by which oompetitive pressures 

should wax more powerful s time pr ogres ae is through 

the unantioip ted 1ntroduot1on r£ new competing products 

or tbe improve ent of old oompet1ng products. In the 

opinion or the author th:l is the more oompe.11:lng tore 

of the two under d1seu.ss1on, tor it vtt lly affeote not 

only marg1nal firm.a., but the entire industry. If oligopoly 



oondi t1on pre.vail, and it only oompeti t1on w1 thin th 

industry is oonsid red, 1t 1 entir ly possible th t many 

fir y pay higher than oompet1t1v wager te • Th t 

is, intern l competition, in this oa e, does not require 

that all firms adhere to the rg1n. On the other band, 

the threat of new comp t1ng product is generally felt 

throu.ghout the industry, and it y well be that the 

eff ct will be more pronouno d in th oase of the low 

oost firms than in the c e of the margin 1 firm • At 

any rte, th1 potentially destructive oompetition from 

outside the industry will. probably oause lter tions 1u 

pr1c and wage policy within nd throughout the industry. 

Another adv nt ge or this form or the theory ia 

that it has be n bl to discard the assumption th t the 

marginal value product is solely a p ouniary value and 
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th tit is precisely quant1fiabl • Fritz chlup, in a 

notable ttempt t reoonstl'Uat1on of wag theoey, has 

introduced the oono pt of a subjeot1v e surement of th 

marginal value product by the 1ndiv1dual employer. .Aooord-

1ng to this modlfio t1on innumerable long range and ome• 

time . non-mon tary factors may affect the opinion of aoh 

employ r oonoerning the value of the marginal product, 

and a oone qu no wag and employment levels are not 

objective quantities which y be red from sohedul • 



In cblup 1 b nd rg1n l produot1v1ty is o longer 

d terminat, no longer auto ti, and no long r ha an 

etbioal flavor. ther, 1t 1 re tat m nt of the max• 

im1zing principle inherent 1n thee rl1 r forms oft 

marginal n lysi: that employ ~swill t nd to 1 1ze 

the r net return, but 1n t rm ot what thy think is a 

ximum. Th rally 1gn1f1o nt thing bout this modifi­

cation i th t th employ r 1 no loner represent d as 
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e kin to rna~1m1z his net on tarz return only, but neb 

return from ll source , mon ta:ry nd p yohio. If this be 

true, it follow that the .1'1 tow rd wh1ob wag rates 

re const ntly b 1ng b nt i. not suacept1b to obj ot1v 

oomputation, but oo sist or range 1tb1n hi th 

x1 ting rat mwit f ll. 

Wb1l this latter form ot the theory ha ny 

advant gain th tit is mor clo ly related to re 11ty, 

it still uffers from a nwnber of lirniting a umptiona. 

It w shown in Ch pte:r II that perf' ct con1petitior: is 

not nee ssary to the operation of the rginal produotivity 

theory, butt tin discarding tbi assumption s~ne of the 

precision of th theory is aorifioed. Tb profit mot1ve, 

if oa t in lo g run terms and if subjective, ess ntially 

no -monetary elements re allowed within 1t• framework, 

is the baeio and most defensible as umpt1on upon Whioh the 
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theory is based, 

ot the pr1no1pl 

Even granted this most favorabl statement 

ot pro.tit maximization, it must be r oog•• 

niaed th t under certain c1roumstano s 1nd1v1duals will 

not always be guided by it. 

Ther are~ however, three assumptions ot the theory 

whioh o nnot b ven approxi tely squared with the rel 

world. ~he th ory eutfer from tbe universal refusal ot 

olasaioal and neo-elase1o l theorist to recognize the 

pos ibility of long periods ot unemploy nt. During auoh 

periods muoh of the analysis of tbe marginal productivity 

theory does not apply. Likewiee, the assumption of fluid 

input and oommod!ty price· sutf r 

Bilateral organiz tion of th job 

from lack of realism. 

rket and oligopoly 

conditions 111 the output market make for a certain r1g1d1ty 

in wages and pr1oe, speoially in the downward d1reot1on. 

This 1-ok of tlex1b111ty ans that th process of establish­

ing an qu1l1br1unt which th theory de oribee will be 

partially or wholly frustrated. Finally, the theory 

eswnes a ser1 s of ~tat1o conditions that put it rar out 

or touoh w1tb the re l1ti of the Am r1oan industrial 

1tuation. Unohanging de nd• constant tecbnioal funot1ons, 

and invariant supply oond1t1on simply do not describe 

the typical American industry. 



!a_ Bars 1nins 'l'beory .2f W gee 

The altern tiv approe.ob to w ge theory 1 the 

ba~ga1n1ng theory. At the outset this theory ab ndon 

all pretense to the three oanona of des1r b1l1ty that 
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hav so recommended the mai-ginal approach to so many 

people--preoise determ1naoy, automat1o1ty, and tbe oon­

notations of normality. The b rga1n1ng th ory presupposes 

not a 1ngle qu111brium rate, but a range of possible 

rat s, any one of -.h1ob 1 theoretically re s1ble. There 

ar r th :r definite lower nd upper limit to thi rang • 

The mintnnun rte is tba.t level of real 1noome which is 

customarily r-equired for tbe r subs1stenoe of tba worker 

and his family. A the use of the word ncu to rily" 

implies, this level is not fixed preoisely for all plaoes 

and all t1mes. v n R1oardo recognized th existenoe of 

geograpb1oal and te poral differences 1n th subsist no 

level, largely determined by the habits and oustoms of tbe 

different peoples. 

The upper limit is set by the minim.um return wh1ob 

the suppliers of other faotora will accept without reducing 

the tlow of theses rvio s to th point wh r a eg te 

real inoom begin.a to decline.. In a oompetitive sy tem 

this upper limit would best by the margin l product of 

labor, but the bargaining theory assume an industrial 



sooiety in which non~oompet1t1ve, institutional wage 

determination 1 the rul. As a oonsequenc, the eonoept 

of m1n1mwn r turn need not be defined strictly 1n terms 

of marginal rturn.l 

Tb bargaining theory 1s essenta1lly a abort run 

x.planation or w ges. It deals pr1 r1ly with tho e 

133 

sev ral l ments wh1ob may affect the attitudes and aot1ons 

of the individuals ngaged in the negot1at1on of wage 

rates. ooordingly, the bargaining theory bolds that the 

key to short run • ge determination 11 s in the bargaining 

process between coll otive repr ent tive or labor and 

nagement. Tb wage rat which will be set will be the 

resultant of many forces. '!'be rel tiv eoonomic strength 

of the two parties 1s a e1gnif1oant, but not e some have 

uppoeed, an all. important taotor. The relative bargaining 

1Fo:r xampl , the conoept of "no.rmal" returns to 
oapital 1s in nowise fixed. In the last generation interest 
rates have been more than halved without any apparent 
diminution in the :flow of af inv stment mon Y• The 
u.s. News and orld Re1orta ( rob l, 1946) o1ted tbe 
?ol'lO'lflng dic1tn s ln nterest rates: 

Federal Govern . nt l:Sonds 
Corporation Bonds 
Home ortgagea 
Savings Aooounte 
Common Stock 

1920 -5.3% 
'1.0 
7.0 
3.0 
6.2 

1946 -1.5,; 
2.8 
4.5 
1.0 
3.5 
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ak1ll of the two rt1es may hav ooneiderable 1nflu no 

on the rat wbioh is finally a.gr ed upon. Subjectiv 

attitudes, f ling, and prejudioes on th part of indi­

vidual participants 1n th bargaining process y atfeot 

the final outcome. Finally, a oongeri of objeotiv 

faoto!'s constitute the sp o1f1o weapons or rgumants wbiob 

re employed t the barg 1n1ng table. Insofar as they are 

nothing mor than an:mun1t1on for a sh m battl who e true 

origins lie in some other direction, th y cannot be said 

to have any great foroe e wage determinant • But insofar 

a tbes objective f'aotore touob bas1o economic motives, 

they are likely to b major tnfluenoes on the agreed rate. 

In thi paper th author bas presented tour euoh f'aotore. 

Th direction ot ohang · of wholesale pr1oes for 

Douglas Fir lumb r should b V d olded ffeots on th 

bargaining proo •s• Rising pr1ce spur union negotiato~e 

to demand higher ~ates, nd at th am 

employer r 1stanoe to wage 1 or sea. 

time they weak~n 

Falling prices 

weaken the basis for union wage demands, nd eo1no1d ntally 

strength n normoue.ly the will ot th employer to re 1st 

new wag demands. The duration and inten 1ty of the 

de:oreas 1n prioes will determine whether or not it will 

form th b 1 for aotual wager te d crease • Average 

wage payments bould move 1n the s me dir otion as hourly 



w e rates. 81 ce they appear to b 

hourly r tea •. it 1s prob ble that r 

whol le p~ioe will oc ur thr e to 

for the av r ge payments figure. 

mor flexibl t n 

ponse to ohanges in 

ix months arl1 r 
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Th r lat1ve move ants of th amount of 1ndu try 

produot demanded, as measur d by new orders at the m1lls1te, 

pre wnably would h ve wage ffeots similar to movements 

of wholes le pr1o s. In o situations it was found 

that b tter expl n tions of w ge phenom n oou.ld be obtained 

by using n unfilled ord rs ri rather than n w Qrder 

a the mea ut- of amount demanded. 

Up~ard ovements of the Ooneumer Prioe Index should 

be powerful st1mul nt to union n gotiators to seek w g 

rat increase wh1oh will count ract the falling l v lot 

r l ges. The p1noh or rising consumer prices 1 one 

thing oaloulated to rous wide pr d graas root support 

for then got1at1ng oonnn1ttee. llin oon umer prices 

would probably have little effeat a the determination ot 

ge rates, for 1t would bav mall t£ect on the economic 

considerations. of the employ r qua employer. Th etfeot 

of consumer pric son average w ge payments hould be felt 

ob1etly tr.rough changes in the hourly rate. 

F1n lly, ohanges in th av rage value product should 

hav a d1stinot influeno on short run wage setting. When 
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the AVP is r1a1ng, both hourly r tes and verage payments 

should increase. The rates should rise because employ-a 

repr sent tives will demand a share in the greater profit­

ability of the firm or industry, and that greater profit­

ability will waken employ r re 1stanc to ~easQnable 

1ncre se .• Aver ge payment, er oou.rse, will 1nar se 

any t1me holll'ly rat rt·e, provided man-hours worked do 

not decrease. It al o seems prob ble that, beoause of a 

demonatr ted di.ff renoe in the lag period between obanges 

1n the 1n~pendent var1 ble and eh nges 1n the two wage 

measures, av r ge payments should rise even befor hou.rlJ 

rates are revised. Thts 1 ao bee use the employer should 

expand his . oale of produ.otic:m as his ooet curves ar 

lowered, and thus reap pro.fits whioh will be h1gber in 

the period before bOUl'ly rate revision than after. 

What will bapp n 1.f the average value product 

tall.a 1a not so cleax-. or course, if the fall is secular 

the only posa1bl result 1a eventual cuts 1n employment 

or wage rates or both. On the other band, a short term 

deoreae might be expeoted to have littl o:t' no tfect, 

s1noe the st1okines of w ges 1n a downward d1reet1on 

should outlast the temporary tall in av rage revenue 

produ.et. 

Stat1st1oa.l f1nd1nge in th1s study off r consider• 

able confirmation to'%' the theorettoal d1acu ion above. 
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In the Dougla Fir region, and for the period 1937•1952, 

ohanges in wage rates and average wage payments 1n saw­

mills ve17 closely parallel d movements ot the fOUJ' v r-

1ables 1ndio ted. Through th construotio of aornparat1v 

graphs and the eomputation of linear aorrel t1on oo ff1-

c,ients, a veey high degree of oo-var1ation was damons.trated 

between wages and the other variables. How ver, th1s 

evidanoe 1 suggestive rather than conclusive. In the 

absenoe of comparable t ti tioal ser1 s prior to 1937, 

it was impossible to inc,lud in this study data st:retohing 

over a full bus1n sa oyole. As a oonsequenoe, 1t 1 

possibl to argue that th oorrelat1ons betwe n the data 

are e pla1nabl by the s1.mple f'aot that all the series 

exhibit marked and soaroely interrupted upward movement. 

Until such time a add1t1on l data are available, oonolusive 

evideno bas don the terial oontain d 1n this paper 

cannot b brought rorth. 

It is quite probable that foroe~ other tban those 

xamined herein, exert powerful 1nfluena eon th determina­

tion of wage rate • one ot these assuredly would be the 

profitability of the firm and industry. Experimentation 

with a Jm1ltipl cottrelat1011 an lya1s ahou1d establish 

wbioh combination of the objeotive factors 1 most valid. 

When sufficient addition l information is av 1lable, it 



is tb op1n1on ot the author that this sort of analye1s, 

oombining tbos determinat1v elements wbioh eem most 
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pow rtul, would yield much signitioant vid no oono rn1ng 

the d termination of short term wager tes. 

Gen ral Conolus1ons 

The writ r believes that the material adduo din 

thi paper warrants the following gen ral ooncl ions. 

(1) In a mod rn industrial soo1 ty th marginal 

productivity th OX'J oannot adequately expl 1n short t rm 

move nte in wager t e. 

(2) ubjeat to the l1m1tat1ona 1mpoe d by the 

scope or this tudy, th e 

better d f1ned in terms of 

of wbiob are quantifiable. 

hort run movements can be 

oompl x of factors~ not all 

It follow th t 1nd1v1dual 

w ge rate are not precisely predict bl, but may be 

established w1tb1n a w1de range of poesibl rt s. For 

any part1ou1e.r rte the investigator oan narrow this 

range by a pred1ot1on based on a multiple oorrelation 

of th av ral objective factors, nd an intelligent 

Judgment oonoerning the efteot of the non-quantifiable 

lement • 

(3) If expre ed 1n very long runt rm the marginal 

produot1v1ty theory is prob bly the b st v 1lable xplana­

tion ot the movem nts of w ge rates over long periods of 
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t1m. In on sens th margin l produQt1v1ty and bargaining 

t oi-ies ar oompl mentaryt the former on most adequately 

explain the reasons for long range tendencies in w ge 

rat mov ment; the latter o.an mor acour tely explain 

the process of wage determination in th short run. Even 

in the long run, how ver, som of the assumptions upon 

which the prodaotivity theory rests reatr1ct 1ts usefulness 

a desor1pt1v d vice. Th theory may beat b used s 

a conceptual tool or a framework upon wh1cb to bas all 

tbeor tical 1nvest1gat1ons. 

(4) The at t1et1oal evid nee wb1oh wa pre nted 

herein tends to support the conclusions that the objeotive 

rotor whioh wer inve t1gat d xert a positive 1nflu.enoe 

upon the d termination of wages in th short run. Theo­

retically eaoh ot these f ctors-~wbolesal lumber prices, 

demand for lumber at th mill, consumer prices, and av rage 

productivity per employee--enters tnto the calculation• 

of one or both ot the parties to th bargaining process 

e a runadamantal ele nt. To ome degree e oh has a 

distinct ff ct upon th wage rate wbioh wtll be set by 

the bargainers. Tb correlations wb1oh were deriv d (as 

well as oth r tat1'8t1cal :material which was brought out) 

indicate that this effect was large and dee1s1v, but 

great c ution mu.st be used 1n interpr ting the r ults. 



Tbroug~out the p rlod under d1aouas1on all tb variou. 

series exhibit d generally r1 ing tend no1e, with only a 

few weak reversal of trend and no major turning point. 

'lh oloae aorx,elationa obtained, then, may be merely a 

.function or the upward tendenoiee of the several s ri e. 

(5) This .study contains one major flaw. The data 

ooitei- only on phase of a. buetneae oycl • As one result 
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the statistical v1d noe oontained herein mu t be consider d 

tentativ . ra.the:r than. oonolu 1.ve. A a sec·ond coneequenoe 

any attempt to ~se the mult1pl corr lation teebniqu to 

relate the quantifi ble v riabl o tow ges would not have 

been worth th extr ffort, stnoe, 1n the ab ence ot 

data tor a full oyole, it would be no more meaningful 

than th e1m:ple 11n ar oor:relat1ona which were u d instead. 
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APPENDIX A 

OHRONOLOOIOAL CHANGES IM.UK BASE AGE RATES 
IN DOUGLAS FIR REGION 

Ettective Date 

April 1936 
April 1937 
April. 19~8 
April 1939 
April 1940 
April 1941 
April 1942 

Deo mber 1942 
April 1943 
April 1944 

November 1945 
December 1945 

April 1946 
December 1946 

April 194'1 
April 1948 
April 1949 

l&aJ 1950 
September 1950 

April 1951 
April 1952 

l936-1962a 

1n1mwn Bae Rate 

to.55 
0.625 
(Same) 
(Sama) 
0.675 
0.75 
0.825 
o.90 
(Same) 
(S me) 
1.025 
1.os 
1.10 
1.25 
1.325 
1.45 
(Same\ 
1.s25f> 
1.575 
l.70 
1.775 
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&sou.roe: International oodworkera ot Am,erioa-OID; 
D partment ot Eduoation and R aearoh. 

bTb IWA-OIO took thi inor ase 1n the torm or 
employer oontr1but1ons to a health and welt"are plan. 
The LSW~AFL rece1ved an equivalent moo y wage increase. 



Y ar -
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
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APPENDIX B 

QUARTERLY OBANOES · AVERAGE HOURLY AGE ~TESa 
IN THE DOUGLAS FIR REOION-1937•1952 

A erage Hourly Wage Rt 
First Second 

Qu rter Quarter 

t0.659 
o.728 
0.723 
0.735 
0.791 
0.881 
1.093 
1.12 
1.14 
1.22 
l.475 
1.581 
l.674 
1.68 
1.846 
l.992 

o.'726 
0.725 
0.72 
0.733 
0.846 
o.959 
1.141 
1.1 
1.1s 
1.25 
l.629 
1.683 
1.68 
1.745 
l.903 
2.021 

1n Dollars 
!bird 

Quart r 

o.72'1 
0.721 
o.726 
0.73 
0.874 
1.033 
1.127 
1.17 
1.17 
1.34 
1.571 
1.697 
1.698 
l..825 
1.997 
2.068 

Fourth 
Quarter 

$0.729 
0.727 
0.726 
o.765 
0.874 
1.065 
l.126 
1.15 
1.19 
1.32 
1.561 
1.687 
1.687 
1.838 
1.993 
2.064 

aThia rat 1nolude overtime and shirt diff rant1ala. 

bSoUl'ce: International· oodwork rs of Amerioa-OIO; 
Department of Education and R eearoh. 
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APPENDIX 0 

AVERAGE EARNINGS PERE LOYE~ PER · TH IN SA • I,LS 
OP THE DOUGLAS FlR REOIOO; B.Y QUARTERS 1937 .. U152b 

Year -
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1 4'1 
1948 
19•9 
1950 
1961 
1952 

Fir t Se c,ond 'l'bird Fourth 
Quarter guarter QU!rter Quarter 

t100.aa 119.2, t111.33 97.se 
98.74 100.68 109.75 109.60 

107.48 114.97 116.85 111.53 
llZ.27 117.49 116.97 122.56 
130.96 1~2.31 150.11 141.92 
147.28 17 .74 190.90 189.18 
185.18 221.86 212.69 207.92 
208.66 209.76 212.70 204.19 
208.52 212.52 18 .81 180.17 
189.07 205.44 208.72 209.45 
241.02 266.80 250.1'1 259.93 
269. 8 253.71 27 .17 257.94 
252.31 279.97 265. 8 273.80 
252.71 272.29 284.48 299.54 
296.0'1 323.92 310.61 315.53 
327.34 319. 352.91 344.91 

•PrOduotion mploye s only r tncluded. Tb 
dollar t1gur s r preent p yroll credits. r tber t n 
take hom p '1• 

bsouro : w t Ooa t Lumbermen' Aasooiat1on, 
Industri l eta Depattt nt. 



147 

APPENDIX D 

.AVERAGE HO SALE PRICES FOR EIGHT TY ES OF DOUGLAS FIR 
LUMBER, F.O.B. LLSITE, AVERAGE FOR EAOH QUARTER 

193'1-195~ 

Dollars ier 000 Board Feet 
First econd T'blrd Fourth 

Year Quart r Quarter 9,uart r quarter -
l 37 $25.20 24.15 $23 .4.2 t21.oo 
1938 l .73 19.57 19.77 19.75 
1939 eo.21 20.25 20.96 22.85 
1940 22.01 21.24 25.53 29.12 
1941 29.73 29.44 30.92 34.79 
1942 37.58 '7 .6.:, 37.74 37.74 
1943 37.73 38.59 39.lO 39.14 
1944 39.27 40.62 40.95 39.27 
1945 39.25 40.24 40.24 59.27 
1946 40.46 46.66 60.56 62.49 
1947 5 .48 62.10 66.Sl 69.71 
1948 '71.81 74.37 75.09 68.92 
1949 6 .41 61.64 59.93 60.78 
1950 6 .33 75.88 91.17 85.23 
1951 8 .87 85.60 83.04 82.77 
1952 8 .13 85.07 84.19 81.72 

•source: Bureau of bor Stat1 tios, Whole ale 
Prioe Index. 
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APPENDIX E 

UNFILLED ORDERS AT LLSITE FOR DOUGLAS FIR LUMBER, 
BY QUARTERS 1937-1952a 

Year -
l.937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1962 

F!rst 
Quarter 

127'1 
1027 
1528 
l~9 
2481 
2949 
3122 
3770 
3858 
3039 
3588 
3853 
3280 
4709 
5171 
4900 

000 1 000 ot Board Feet 
seoona Third 
Quarter Quarter 

1442 
1026 
1818 
1992 
2927 
347. 
3688 
3769 
3736 
3082 
5746 
~80'1 
4049 
5237 
4892 
4551 

1179 
1056 
2132 
2279 
2963 
3470 
3685 
3796 
3508 
2908 
3852 
3459 
5791 
5061 
456'7 
4759 

Fourth 
qu.rter 

854 
1137 
1780 
2264 
2659 
3331 
3625 
3655 
2550 
4077 
3929 
3803 
3959 
5116 
4588 
4406 

•sou.roe: Oer1ved from data supplied by th West 
Coa.et Lumbermen 's A aoc1at1on. Indu.atr1al Faots Department. 
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APPENDIX F 

AVERAGE NUMBE OF PRODUOTION ORKERS ACTUALLY EMPLOYED 
IN SA ILLS IN THE DOUGLAS FIR REGION; BY QUARTERS, 

193'7-1952. 

F1r t Second Tb1:rd 
Year gua:rt r Quarter Quart :r -
1937 15,649 17,371 1'7, 654 
1938 13.600 13,857 14,167 
1939 13,844 14,942 15,290 
1940 15.547 16,064 1'7,136 
1941 16,461 16;961 17.182 
1942 16,893 16,663 15,685 
1943 13,505 13,553 13,761 
1944 16,676 l"l,354 16,446 
1945 15,078 14,228 13,481 
1946 13,423 13,721 13,752 
1947 16,559 16,287 16,925 
1948 1'7, 029 17,443 19,816 
1949 19,710 19,978 19,756 
1950 19.128 20,463 20,504 
1951 20,409 21,665 21,430 
1952 20,757 22,044 22,712 

a ouro : West Ooast Lumbe:-men' Aesoc1 tion, 
Industr1 l Fi ate D partment. 

Fourth 
Quarter 

14,070 
13,751 
16,075 
16,811 
16,527 
14,852 
13,788 
15,548 

9,526 
14,3~7 
16,625 
20,217 
19,431 
20,183 
21,244 
22,671 
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APPENDIX G 

AVERAGE HYSlC L PRODUCT PER -HOUR IN SAW ILLS OF 
DOUGLAS FIR REOIO J BY QUARTERS, 1937 ... 1952a 

Board Peet 
First Seoond '.mlrd Fourth 

Year Quarter Quarter Quarter 9uarter -
193'1 164 185 171 160 
1938 168 166 168 177 
1939 253 232 227 228 
1940 219 255 222 222 
1941 243 264 281 278 
1942 267 265 224 238 
1943 244 272 267 264 
1944 224 212 212 226 
1945 227 221 211 218 
1946 239 242 2~8 390 
1947 248 266 293 276 
1948 282 252 229 298 
1949 215 294 263 274 
1950 229 295 301 282 
1951 271 254 246 247 
1952 245 247 247 221 

•souro&: Der1v d from data supplied by et Coast 
Lumberman's seoc1at1on, Industrial Facts De rtinent. 



Year -
193:7 
l.938 
1939 
1940 
1941 
1948 
19 3 
1944 
1946 
1946 
194'7 
1948 
1949 
l.950 
1951 
1952 
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,AP .ENDIX H 

SHIPMENTS OF DOUGLAS FIR ~UMBER FROM THE MILX.SITE 
BY QUARTERS~ 1957-1952a 

FGst ' 
g.u Jrj;er 

l.2-tW 
986 

1455 
l65l 
1i27 
2342 
1'158 
2095 
189'7 
1493 
1692 
2401 
1878 
2381 
2780 
2691 

seoon , , " !h!rd 
§U:at-ter g.u.arter 

1677 
l04i 
l,679 
1906 
2256 
B69Q 
2164 
2053 
1739 
1627 
8921 
2093 
2887 
2933 
8710 
2501 

1374 
ll46 
1842 
1929 
2560 
2800 
2122 
,1906 
1429 
1384 
2197 
2092 
8430 
,2'702 
8356 
2926 

asource: e t Coast Lwnbermen 1s Assoo1at1on, 

FourUi. 
Quarter 

913 
1082 
1615 
1868 
2128 
8014 
2113 
1870 
945 

2684 
2433 
2602 
1992 
2789 
2468 
2564 

Industrial Faote Department• 






