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ABSTRACT

AN ANALYSIS OF THE DETERMINANTS OF ROUTINE
PERSONAL SERVICES EMPLOYMENT

by David I. Verway

Among the disadvantaged occupations is a group
assoclated with routine personal service industries: those
industries which produce services that are easy substitutes
for ceftain processes in the household, or home productilon.
These industries are private households; laundries, laundry
services, and cleaning and dyeing plants; beauty shops;
barber shops; shoe repair shops, shoeshine parlors, and
hat cleaning shops; and pressing, alteration, and garment
repalr shops.

Using two-stage least squares regression on areal
cross section data from the 1950 and 1960 Population Censuses
with states as unlts of observation, thls research demon-
strates that there is a high positive association between
the supply of disadvantaged labor and employment in certain
of the disadvantaged occupations associated with routine
personal services industriles. The regression results sug-
gest that this assocliation is high for both males and
females employed in the private households occupations as
a whole and for both males and females employed in the dis-
advantaged occupations in the laundry and dry cleaning

industries, or as laundry and dry cleaning operatives.,
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Employment as male barbers and male cobblers 1s highly
assoclated with the supply of male disadvantaged labor.
For occupations designated as babysitters, beauticians,
and live-in domestics, the results are less clear cut.

Supply 1s only one of the forces considered. The
opposite of the coin of the factors determining routine per-
sonal services employment is, of course, demand. One very
relevant factor in the demand for routine personal services
is the opportunity cost of home production. This factor 1is
formal recognition that certaln members of the household
may find that their labor is worth more in the market than
in the home. 1In other words, the optimum family decision
may involve the wife's becoming employed outside of the
home, and the employment of a domestic or otherwise having
the household chores to release the wife for market labor.
The variables selected to represent the opportunity cost
aspect in this study are, for females, average weekly income
outside of the private households industry as a percentage
of average weekly income for the particular routine per-
sonal service occupation; and for males, average weekly
income as a percentage of average weekly income for the
particular routine personal service occupation.

The results indicate that opportunity cost 1s probably
a relevant factor in the demand for female live-out domestics
and that income distribution is a relevant factor in the

regressions particularly those pertaining to males employed
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in the private households industry. The lodgings and
restaurant industries are important elements in the demand
for employees in laundering, cleaning and dyeing occupa-
tions and male white collar employment is a significant
factor in the demand for barbers. White collar employment
is also an element 1in the demand for cobblers. The
results for beauticians and hairdressers were largely
insignificant, making 1t impossible to render any conclu-

slon for those occupations.
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INTRODUCTION

This thesls contains the results of statistical tests
of cross-section models of the supply of and demand for
labor for routine personal service occupations 1in the
United States. The hypothesis 1s advanced that the supply
of routine personal service labor is a function of certain
underlying conditions 1in the labor market: the supply of
this labor is a function of unemployment, income distribu-
tion, wage structure, and the avallability of employment
alternatives. As for demand, it 1s hypothesized that wage
structure and income distribution along with other factors
such as female labor force participation have a bearing on
the rates of employment in the various routine personal
service occupations.

The statistical models are cross-sectional, with states
(48) and the District of Columbla as units of observation.
The data on employment in routine personal service occupa-
tions, as well as the bulk of the other statistical
materials assembled for the models, are adapted from the
Decennial Population Censuses for 1950 and 1960. There are,
in fact, two different methods for adapting these data for
the purposes intended here. One, the more common, is to
use the observations for points in time, either 1950 or 1960.
The other involves the use of data pertalning to changes in

1



the various magnitudes for each state between 1950 and 1960.
In the present study, these variables are calculated on the
basis of 1960 as a percentage of 1950. The statistical
methodology employed is two-stage least squares.

Very briefly, the outline of this thesis 1s as
follows. Routine personal services are defined in Chapter
I. Chapter II 1s a review of the literature. In Chapter
ITI, the theoretical underpinnings of the demand for and
supply of routine personal services are set forth, while
Chapter IV 1s a discussion of the limitations in some of the
data and the means of adapting to them. The statistical
model is formulated in Chapter V and the results are pre-

sented in Chapter VI. Chapter VII is a summary.



CHAPTER I

ROUTINE PERSONAL SERVICES DEFINED

The term routine personal services was one employed
by Stigler to designate those industries which produce
services of a routine nature which ". . . can be performed
by individuals with 1little or no formal training, so that

1
many consumers perform these services for themselves."

In
other words, members of the family can perform these ser-
vices in the home. Stigler designated as routine personal
service industries the following: domestic service;
laundering, dyeing, and cleaning services; housekeeping or
housing services (hotels and lodging services); and barber
and beautician services.

In this study the definition of routine personal
services differs from Stigler's definition in these two
respects: pressing and alteration services and shoe
repalr services are included in the definition, and hotel
and lodging services are excluded. Pressing and alteration
services are included because in most families someone can

perform these services. A large investment in equipment

is not required. These services are included also for the

lGeorge J. Stigler, Trends in Employment in the
Service Industries (Princeton: Princeton University Press,
1956), po 90'




pragmatic reason that in some of the data used in this study,
the statistics for pressing and alteration service are
inseparable from those for laundering, cleaning, and dyeing
services.

Shoe repalr services are included in the present study
in the interest of inclusiveness and completeness. For
while 1t is true that professional shoe repair requires
speclalized machinery, some member of the average household
can accomplish shoe repairing of a sort.

Hotel and lodging services are excluded from the defi-
nition of routine personal services because by their nature
they are generally not easily available otherwlse and
because their use 1lnvolves being away from home: similar
services are not provided in the home. Lodging is routine
only in the sense that many of the employees providing lodg-
ing services need 1little formal tralining. Lodging services
are excluded also for the similar reason that pressing and
alteration services are included: the data do not lend them-
selves to the method of analysis employed. Hotels tend to
be concentrated in large cities, and thelr services are used
by people who, by and large, are not nearby residents;
hence, a state-by-state study of factors leading to high or
low consumption of lodging services would not be very
meaningful.

In this study, therefore, the following industries,

listed with their Standard Industrial Classification (SIC)



number, will be defined as "routine personal service
industries": the private households industry, SIC 8811;
the laundries, laundry services, and cleaning and dyeing
plants subgroup, SIC 721; beauty shops, SIC 7231; barber
shops, SIC 7241; shoe repair shops, shoe shine parlors,
and hat cleaning shops, SIC 7251; and pressing, alteration
and garment repair shops, SIC 7271. According to the pub-
lished definitions, SIC 8811
. « includes private households which employ

workers who serve on or about the premises 1n

occupations usually considered as domestic

service. Households classified in this major

group may employ individuals, such as cooks,

laundresses, maids, sitters, butlers, personal

secretarles, and managers of personal affairs;

and outside workers, such as gardeners, caretakers,

and other maintenance workers. The households of

farming establishments are classified in Major

Group 01 . . . .1
SIC 721 includes family and commercial power laundries, SIC
7211; hand laundries, SIC 7212; linen supply establishments,
SIC 7213; diaper service establishments, SIC 7214; dry
cleaning and dyeing plants, except rug cleaning, SIC 7216;
rug cleaning and repairing plants, SIC 7217; and industrial
launderers, SIC 7218. SIC 7231 includes "establishments
primarily engaged in furnishing beauty services. This

industry also includes combination beauty and barber shops."2

1U. S. Bureau of the Budget, Standard Industrial
Classification Manual, 1967 (Washington, D. C.: Government
Printing Office, 1967), p. 307.

2

Ibid., p. 279.
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SIC 7251 includes barber colleges as well as barber shops
while SIC 7251 encompasses, as the name indicates, shoe
repalir shops, shoe shine parlors, and hat cleaning and
blocking shops. Besldes garment pressing, alteration and
repalr shops, as indicated by its name, SIC 7271 includes
valet service, fur cleaning, repairing and storage, and
cleaning and laundry pick-up statlons not owned by launderers
or dry cleaners. Though it might be advantageous for pur-
poses of thls research to exclude some of these groups from
the definition of routine personal services, the data that
have to be relied upon for the analysis are not available
in sufficient detail to allow such exclusions. For example;
hat cleaning and blocking 1is a service not easily performed
in the home since blocking requires specialized equipment.
But hat cleaning and blocking data cannot be separated from
those for other establishments in SIC 7251.

The industrial classification system employed by the
Bureau of the Census for its decennial Census of Population
(CEN) differs in several important respects from the SIC.
Though 1t corresponds fairly closely with the SIC, it is
more aggregative for most industries. The industry private
households in CEN is the same as SIC 8811 in terms of defi-
nition but bears the code designation industry K.

For the laundry, laundry services, and cleaning and
dyeing plants subgroup (SIC 721), there 1is no separate detail.
In fact, SIC 721 is combined with SIC 7271 in the CEN to

form CEN 828, known simply as laundering, cleaning, and



dyeing services. CEN 838 is composed of barber shops

(SIC 7241) and beauty shops (SIC 7231). For shoe repair
shops, the CEN definition (CEN 836) and the SIC definition
are the same.

In addition to classifying employed persons according
to the kind of establishment in which they are employed, the
Census Bureau in its CEN classifies them according to the
kind of work they do. The kinds of occupations that are
relevant to this study, routine personal service occupations,
are those that are of a routine nature in the routine per-
sonal service industries. Excluded from this investigation
of routine personal service occupations are personnel, such
as managers, and other white collar workers, such as office
employees in a large laundry firm, who may be in the industry
but whose occupations do not involve performing routine per-
sonal chores. Also excluded are employees, such as laundry
operatives in a captive laundry of a large hotel or hospital,
who are performing jobs of a routine nature, similar to the
routine jobs in routine personal service industries, but in
industries outside of routine personal services.

A characteristic of the private household group of
occupations is that it is contalned entirely within the
private households industry. That 1s to say, any person who
is employed in a private households occupation is also, by
definition, employed 1in the private households industry.

That is not to say that there are not occupations in the



private households industry that are not private households
occupations.l

Included in the private households occupation groups
are babysitters, private household, CEN 801; housekeepers,
private household, CEN 802; laundresses, private household,
CEN 803; and private household workers, not elsewhere classi-
fied, CEN P.

The 1list of individual occupations that were included
in the private households occupations group in 1960 includes
a host of occupations, most of them 1involving the performance
of tasks famillar 1n the typical household. These include
cook, nursemaid, babysitter, laundress, ironer and kitchen
worker. Others, less common, are governess, companion, and
steward on a private yacht. Occupations included in the
private households industry but not in the private house-
holds occupation include captain of a private yacht,
chauffeur, gardener, and domestic nurse.

Obviously, some of the occupations in the private
households industry or occupation are far from routine.
Being the captain of a yacht, for example, is not a service
that 1s easily performed in the ordinary private household.

Inasmuch as there is no way to alter the CEN data so as to

lNor is it to say that there are not occupations out-
side of the private households occupation group that are
similar to ones in 1it. For example, the occupation butler
may be in the private households occupation group as well
as the lodgings industry. A hotel butler is not in the
private households occupation nor industry, but a butler
employed in a private household 1is.



make them correspond exactly with a strictly logical defini-
tion of routine personal services, as the term is defined
here, there is an irreconcilable data limitation. It seems
improbable, however, that this limitation is serious inas-
much as these atypical routine personal service occupations
are probably of little quantitative importance in the sta-
tistics.

CEN 674 identifies laundry and dry cleaning operatives.
These occupations involve the performance of tasks such as
ironer, marker, folder, presser, spotter, and others that
are required in the operation of a commercial laundry or dry .
cleaning establishment. While it seems reasonable to assume
that in the statistics themselves, most of the persons classi-
fied in occupation group CEN 674 are also employed in
industry CEN 828, it should be noted that some persons in
CEN 674 may be employed in hospital laundries or captive
laundries in other kinds of businesses. One small set of
occupatlons in this group is related to another one cf the
routine personal services. This set of occupations is:
hat blocker, hat cleaner, hat finisher, hat former, hat
ironer, hat presser, hat renovator, hat sizer, hat steamer,
and hatter. These are occupations found in CEN 836, the shoe
repair, shoeshine, hat cleaning, and hat blocking industry.

The designation for occupations falling under the head-
ing barbers is CEN 814. Occupations found in this group and

in the corresponding industry are: barber, manager--barber
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college, manager--barbershop, and trichologist. Occupations
in hairdressers and cosmetologists, CEN 843, include
beautician, cosmetologist, manager--beauty parlor, and
manager--beauty school. It may be worth observing that
there are occupations, llke electrologist, that are found
in beauty shops but are not included as routine personal
service occupations. Moreover, there are within both occu-
pation groups CEN 814 and CEN 843 occupations such as
teachers 1n barber colleges or beauty operators' schools
that are not included in the corresponding industry CEN 838.

The group designated as CEN 515 pertains to shoemakers
and repairers, except factory. This group includes occupa-
tions in shoe repair shops like cobbler, dyer, helper, and
shoe repair shop proprietor.

The question of when a service is routine, or what
determines if it 1s routine, may be ralsed about a number
of the personal services. For example, when a woman has her
hair styled by a French hairdresser in a beauty salon, she
may or may not consider the service a routine one. 1In a
broad sense, however, hairdressing can be done in the aver-
age home by nonprofessionals using equipment available at
any drugstore. In the same way, Chinese laundrying is not
likely to be done in the average home, but laundrying is.
All the services listed as routine have the same basic
characteristic of being able to be performed in the home,

though not necessarily in the specific way, nor with the
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identical results, that a trained professional might perform
them.

It is also obvious that some of the routine personal
service industries designated above provide services that
are not being utilized as substitutes for their production
in the home by family members. Industrial launderers, for
example, by definition supply services to other businesses
such as supplying linen to restaurants and hotels. The
necessity for including these industries stems from the
necessity to utllize CEN occupational data that contain

occupations included in all of these industries.



CHAPTER II

PREVIOUS STUDIES OF ROUTINE
PERSONAL SERVICES

This chapter 1is a review of some previous studies
of the industries included in routine personal services.
Those for the household industry reveal what 1is failrly
obvious: that persons employed as domestics are generally
at the lower end of the social and economic strata. The
other routine personal service industries have not been
the subject of much previous research.

The material in this chapter 1is arranged according to
industry. The household industry is discussed first; then
the laundry, dry cleaning, pressing and related industries;
and finally beauty shops and barber shops. There apparently

has been no previous research on the shoe repair industry.

Private Households

In 1897 Professor Lucy Maynard Salmon's first edition

of Domestic Service1 appeared. This work 1s evidently the

first major statistical analysis of the employment of
domestic servants in this country.
Professor Salmon's study was addressed to the question

of

1Lucy Maynard Salmon, Domestic Service (8th ed.; New
York: The Macmillan Company, 1911).

12
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. . . whether household employments are justified
in resenting any intrusion into their domain,
whether the individual employer is right in con-
sidering household service exclusively a personal
affair.

She continues,

An answer to the question may be of help in deciding
whether the difficulties that are found in the
present system of domestic service arise in every
case necessarily from the personal relations which
exist between employer and employee, or are largely
due to economic conditions over which the individual
employer has no control. Still further, the con-
clusions reached must determine somewhat the nature
of the forces to be set 1n motion to lessen these
difficulties.l

Salmon sent questionnaires to ". . . all housekeepers
and their employees who can be communicated with by the
members of the Classes [Vassar] of '88 and '89 and the
Department of History."2 Relying upon the 3,550 replies to
these questionnaires, data from the Eleventh Census of the
United States, and various other published materials, Salmon
derived three sets of propositions relating to "economic
phases of domestic service." The first group of propositions
concerns national and racial origin of domestics.

(1) A large proportion of the domestic employees in
the United States are of foreign birth. . . . In nine
states and territories the number of foreign born
domestic employees exceeds the number of native born
white employees, in sixteen about one half of the
white domestic employees are of foreign birth, in
twenty-four states and territories the number of
native born white employees largely exceeds the

foreign born, while in fifteen states colored
employees are 1in excess.

’_J

Ibid., pp. 5-6.

Ibid., p. 305.
31p1d., pp. T4-T6.

n
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(2) The converse of the preceding proposition is
also true--the concentration of women of foreign
birth engaged in remunerative occupations is on
domestic service.

(3) The forei%n born population as a class seek the
large cities,

(4) The foreign countries having the largest
absolute representation in the largest cities are
Ireland, Germany, Great Britain, Sweden, and
Canada and Newfoundland.3

(5) The foreign countries having the largest absolute
and relative representation in domestic service are,
in order, Ireland, Germany, Sweden anﬂ Norway, Great
Britain, and Canada and Newfoundland.

conclusion reached from this set of propositions is that

. . with the exception of the sections employing
colored servants, domestic service 1s as a rule
performed by persons of foreign birth belonging to
a few well-defined classes as reéards nationality,
who prefer cilty to country life.-

A second set of propositions relates to the influences

of urbanization, the general level of wealth, and the

avallabillity of alternative employments.

(1) The number of domestic servants 1is absolutely
and relatively small in agricultural and sparsely
settled states.b

(2) The number of domestic servants is absolutely
and relatively large in those states containing
large urban populations.7

(3) The aggregate wealth of a state has little
appreciable effect on the relative number of
domestic servants employed.8

1

Ibid., p. 77. °Ibid.
31b1d4., p. 78. “1p14.
5Ibid., p. 80. ®1p14.

8

T1b14. Ibid., p. 82.
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(4) The per capita wealth of a state has, with the
exception of the Southern states as a class, a
somewhat important bearing on the relative number
of servants employed.l

(5) Domestic employees are found in the largest
numbers, relatively and absolutely, in the large
cities.é

(6) The proportion of persons engaged in domestic
service varies with geographical location and
prevalling industry.3

(7) Neither per capita wealth nor aggregate wealth
has an appreciable influence bn determining the
number of servants in cities.

(8) The prevalling industry of a city, rather than
its population or wealth, determines the number of

domestic employees. . . . several of the manufac-
turing cities rank comparatively high in per capita
wealth.b

The general inference made from these propositions is that

In states containing a relatively high urban population
it 1s possible for wealth to command the services of a
large proportion of persons for work in domestic
service. But in cilties where wealth comes into com-
petition with manufacturing industries the proportion
of domestic servants is small. Where such competition
does not exist the proportion is large. In other
words, persons are willing to enter domestic service
for a consideration in cities where no other avenues
of work are open to them with the qualifications they
possess. They are unwilling to do so where such
openings do exist.6

The third and final set of propositions relating to the
economic aspects of domestic service 1s about wages and

hours of work.

11pid. °Ibid., p. 83.
31p1d., p. 84. “Ibid., p. 86.

Ipid., p. 87. ®1p14., p. 88.
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(1) Wages in domestic service vary in different
sections according to the economic conditions of
the several localities.l

(2) Skilled labor [within domestic service] commands
higher wages than unskilled labor.2

(3) The foreign born in the domestic service receive
higher wages than the native born. . . . An explana-
tion 1s found in three facts: (1) the preference

of the foreign born for the large cities, where wages
in domestic service are higher than in the country;
(2) the large proportion of [N]egroes among the
native born; (3) the relatively better class of
foreign born than of native born women who enter
domestic service.3

(4) The wages of men engaged in domestic service are
higher than the wages of women.

(5) A tendency is found towards an [historical]
increase in wages . . . .5

(6) The wages received in domestic service are
relatively and sometimes absolutely higher than

the average wages received in other wage-earning
occupations open to women. [This seemingly peculiar
statement means that net wages, after room and
lodging, are higher for domestics than for women

in other occupations. For some domestics, money
wages alone are higher.]6

Salmon gives a corollary to this propositlon:

High wages alone are not sufficient to counterbalance
the inducements offered in other occupations where
wages are relatively or absolutely lower but whose
special advantages are deemed more desirable.7’

(7) The wages paid in domestic service are on the
average high, but the occupation offers few oppor-
tunities for advancement in this direction.

1

Ibid. Ibid., p. 89.

31b1d., pp. 91-92 Ibid., p. 92.

SIbid.

Ibid., p. 93.

o O = N

T1p1a., p. 103. Tbid.
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(8) The amount of time unemployed [the unemployment

rate] is less 1in domestic service than in nearly

every other occupation.l

(9) High wages are maintained without the aid of

strikes or combinations on the part of the

employees.?2
From this set of propositions and the underlying data
Salmon deduces

. « » the conformity of wages in domestic service

to certain general economic laws, the fact that the

wage factor alone does not determine the number of

persons 1in the occupation, and the existence of a

few conditions which affect, perhaps unconsciously, 3

the willingness of the women to engage in this work.

On the face of them, except for number seven, these

propositions would appear to indicate that domestic serviceA
ls a most deslrable occupation from the employee's per-
spective. At the end of the last century this appeared to
be a better than average paylng job for women and the
element of job security was favorable. That the contrary
i1s true, that domestic service was not deemed a desirable
occupation emerges from answers to the questionnaires sent
out. Out of 562 answers by employees who were asked the
question "What reasons can you give why more women do not
choose housework as a regular employment?" inferior social
status was given as a reason by 157 employees.u There was
obviously a strong social stigma attached to this type of

employment. An almost equal number of replies pertained to

confinement on evenings and Sundays along with other

1 2

Ibid., p. 104. Ibid.

31bid., p. 106. “Tbid., p. 140.
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manifestations of lack of independence in domestic service.
Another serious objection to this employment was irregularity
in working hours.

Shortly after the turn of the century, another study
of domestic service was carried out by Gail Laughlin.l
This study involved a questionnaire approach similar to
that employed by Salmon but was less ambitious than its
predecessor. The results are so remarkably similar that no
good purpose will be served by reporting them here in their
entirety. Three paragraphs of Laughlin's report are worth
reproducing here because of their incisiveness with respect
to the objections to employment in domestic service.

In speaking of the reasons which prevent women
from entering domestic service, Dean Marion F. Talbot,
of the University of Chlcago, expressed the opinion
that the objections already referred to, viz,
indefiniteness of hours, unfit sleeping accommoda-
tions, the imposition of restrictions, etc., were
causes, of which social position was the result.
The reasoning 1is valid, but these conditions are
themselves results from an underlying cause. That
underlying cause 1s the basic principle upon which
the whole system of domestic service, as it exists
to-day, rests; and that principle is that in
domestic service it 1s the person who is hired and
not, distinctively, the labor of the person. In all
other occupations it is labor which is contracted for;
in domestic service it 1is, in effect, at least, the
laborer. In other occupations the contract is for
the performance of certain specified services; in
domestic service the contract is, usually, for the
entire time of the laborer, who 1s then expected to
perform, not only certain labor which has been
specified, but, in addition to that, 1s expected to
perform whatever services may be required; who is
expected, 1n short, to be at all times subject to the
call and direction of the employer. . . . .

1Gail Laughlin, "Domestic Service," Report of the
Industrial Commission (Washington: U. S. Government Print-
ing Office, 1901).
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The services demanded, in many cases, of domestic
workers are in accordance with these views. Fre-
quently, perhaps usually, the general servant is
expected not only to cook, walt on table, and perform
such other duties as may be included among legitimate
household duties, but she is expected also to run
on errands to any part of the house for any member
of the family, and to perform various other personal
services for any member.

Household labor has not had applied to it the
economic principles which have been applied to other
occupations. It has not been put on a business basis.
The relation of employer and employee 1s still
regarded as largely a personal relation. The vast
majority of household workers are wives, who give
thelir services on a purely personal basis. This
fact has had a considerable effect in making the
relations of hired household employees with their
employers more personal than economic. But a per-
sonal relation between employer and employee inevitably
becomes the relation of superior and inferior, rather
than a contract between equals, and this is what has
developed in domestic service. To remove the social
stigma from domestic service, and thus to attract into
that service a larger number of intelligent employees,
househgld labor must be established on a business
basis.

A study of more specialized nature was Isabel Eaton's
"Special Report on Negro Domestic Service in the Seventh
Ward Philadelphia." Eaton like other students of the sub-
Ject noted that Negroes loomed in disproportionate numbers
in domestic service and made this observation.

The probable reason for this disproportion is not

far to seek when we remember the unpopularity of
domestic service which keeps whites out, and reflect

that the colored prejudice which is known to operate
against the Negro in nearly all departments of labor

1Ibid., pp. 759-760. It is interesting to note, par-
enthetically, at this point in the discussion that the
National Committee on Household Employment was formed in
1965 partly to act as a ". . . clearinghouse and coordinator
for all organizations concerned with upgrading the status of
private-household employment . . . ." United States Women's
Bureau, 1965 Handbook on Women Workers, Bulletin No. 290
(Washington: U. S. Government Printing Office, 1966), p. 271.
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except drudgery, actually works in his favor in the
matter of domestic service, where the competence of
Negro walters and the superior skill of Negro cooks
is generally admitted. Hence, Negro labor, following
the line of least resistance, flows in enlarged
streams into the channel of domestic service.l

Noting that domestic service at the turn of the century
attracted mainly young persons, Eaton commented:

The fact that the highest point of excess of
youth . . . 1s reached at twenty-three to twenty-
five years 1s significant, and suggests the query
why it is that domestic service so clearly attracts
the young of both sexes and of all races. It 1is
safe to say that one of the most prominent deter-
mining causes is necessity of immediate income.
Many young men and women are obliged by circumstances
to undertake some form of work which, while requiring
no capital and no particular course of training,
still yields an immediate return, which is certain
to provide them at least their board and lodging,
with a small amount for living expenses. This 1s
the chief reason why the first employment of young
men and women Jjust beginning to supgort themselves
is so often "going out to service."

Eaton also finds evidence of color discrimination
even within the domestic service industry. Nonwhites
evidently receive less pay for the same position as whites.
In general the Eaton study corroborates the findings of
other authors that employment as a domestic carries with it
a soclal stigma which renders it an occupation that 1s not

eagerly sought after by the typical employable individual.

1Isabel Eaton, "Special Report on Negro Domestic
Service in the Seventh Ward Philadelphia," chapter in The
Philadelphia Negro (Philadelphia: University of Pennsyl-
vania, 13899), p. 434.

2

Ibid., p. 443.
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In "America's Domestic Servant Shortage," Ethel M.
Smith examines the effect of the then new and restrictive
immigration law and concludes,

It seems far more probable that it 1is the changing
occupational status of women 1n Europe as well as in
America that is primarily responsible for the con-
tinuing problems of shortage in domestic service
wherever it occurs.l

Another comment worth repeating here 1s in regard to status
and pay.

The soclal stigma, the low wages consequent on this
and other things, the isolation of the job, its

long hours and 1ts complicated requirements under
average conditions have not stood comparison with
the regular hours, the better pay, the better social
status and the companionship of factory, store,
office or telephone exchange. The household and
kitchen occupations are the least standardized, the
least modernized, the most feudal of all the work

in the modern world.

Apparently, by the mid 1920's domestic service had lost 1its
competitive edge with respect to the rate of pay.

Fortune magazine examined "The Servant Problem" in the
late 1930's and made more or less the same conclusions
regarding the matter as were made in the previous studies.
In 1938 Fortune asserted

On the one hand there are people with money to spend
for domestic service. And on the other there are
8,000,000 unemployed. It is an appalling situation.
Of that 8,000,000 is it not likely that a large
number are highly eligible for domestic service?

Why 1s 1t not possible for at least 1,000,000
unemployed to find homes with 1,000,000 families in

lEthel M Smith, "America's Domestic Servant Shortage,"
Current History, XXVI (May, 1927), p. 218.

2

Ibid. (Italics supplied.)
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which the wife 1is overworking herself? And if
those 1,000,000 families could not afford full-
time wages, would 1t not be possible for the
government (which will help you to build a house,
and which 1is supporting the unemployed anyway)

to make up the difference? It 1s a tantalizing
question, and there 1is an answer to it, and the
answer is no. And the reason the answer 1s no
lies with the women, who have not succeeded in
solving the servant problem. And the reason they
have not solved the servant problem 1is that they
have not struck at the hidden root of it.l

George J. Stigler investigated the subject of employ-
ment in the private households industry and reported his
findings in a National Bureau of Economic Research monograph.2
His research was primarily concerned with the reasons for
the decline in the servant population relative to the popu-'
lation as a whole between 1900 and 1940 in the United States.

Stigler, like Salmon, noted that wealth has no
obvious effect upon the number of servants and hypothesized

that

equality of the distribution of income, rather than
the amount, may be a factor of considerable impor-

tance. A society with relatively many families at

both ends of the income scale would provide %oth a

large supply of servants and a large demand.

Stigler examined the racial and geographical characteristics

of servants and found that

lurhe Servant Problem," Fortune, March, 1938, p. 82.

2George J. Stigler, Domestic Servants in the United
States 1900-1940, Occasional Paper No. 24 (New York:
National Bureau of Economic Research, 1946).

31p14., p. 6.
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The low social status of domestic service, the

absence of vocational or educational requirements,

and the discrimination practices in other lines of

employment seem adequate to explain the fact that

immigrants and [N]egroes have constituted more 1

than half of female servants since 1900 . . . .
There are he finds,

three levels of use of domestic service. In the

South there 1s a servant for every 10 families, 1in

the northeastern states one for every 14, and else-

where one for every 20. Since [N]egroes and

immigrants have supplied a majority of servants,

high levels in the South and along the eastern

seaboard are to be expected.?

In one of his statistical analyses using data from
the 1940 Population Census, Stigler found that average
annual earnings of female servants varied positively with
city size and negatively with percentage of the servant
population classified as non-white. He also found that the
distribution of earnings among female servants was relatively
unequal compared with service workers, manufacturing opera-
tives and clerical workers. With respect to the length of
the workweek, Stigler asserted that "both extremely short
and long hours are common in domestic ser'vice."3
Among factors affecting employment of servants,

Stigler discussed family size, female labor force particil-
pation, urbanization, family income, household technology

(adoption of vacuum cleaners, washing machines and other

11p14.

°Ib1d., p. 9.

31pid., pp. 19-20.
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appliances), manufacture of prepared foods, movement into
apartments where upkeep 1s less, and the decline in boarding
houses.

The major results of the study are:

1. X, =204.1 - 1.58 X, + 4.38 x3 R: .731
(.32) (.81)

where X1 : average 1939 earnings of full time
servants outside of cities of popu-
lation greater than 250,000.

X, : percentage of servants who are non-
white outside of cities of population
greater than 250,000, and

X3 : percentage of servants in citles of
population greater than 10,000 but less
than or equal to 250,000
The units of observation are the 48 states, and the data
are from the 1940 Population Census.

2. An income elasticity of demand for servants of
2.0.

3. A price elasticity of demand of -2.3.
Both two and three are based upon the 1935-36 Consumer
Purchases Study by the Bureau of Labor Statistics.

b, X, = 56.27 (100 - x2)"335° R: .906

where Xl : percentage of female workers who
are servants and

X2 : percentage of female servants
who are nonwhilte.,

The units of observation are 33 large cities, and the data

are from the 1940 Population Census.
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5. Xl = ,307 + .367 X2 - .00136 X3 R: .701
(.081) (.00097)
Xl = ,349 - ,293 X2
where X, : ratio of servants to service workers!

1 wages,

X2 : ratio of the number of servants to
the number of service workers, and

X3 : percentage of nonwhite servants.

The units of observation are large non-Southern cities and
the data are from the 1940 Population Census.
6. United States (48)
Xl = 30.34 - .278 X2 + .0L6 X3 R: .510
(.074) (.015)

Southern States (14)

Xy = 81.25 - .365 X, + .055 X, R: .589
(.156) (.023)

Other states (34)

Xl = 12.72 - .096 X2 + .028 X3 R: .507
(.051) (.011)
where Xl : servants per 1,000 families,
X2 : mean annual wage, and
X3 : income per family.

One of the 1mportant observations made by Stigler in
connection with "the servant problem" is that "if there
is a servant problem it is primarily the problem of offer-

ing enough to draw persons into domestic ser'vice.“l

l1bid., p. 36.
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Previous studies had centered on the low social status of
domestics as a cause of the "shortage" of servants. It is,
of course, probably true as Stigler indicates that a rise
in the servant wage rate would do much to eliminate the
so-called shortage.

There are several other published works on domestic
service. Most of these are listed 1n one or another of the
bibliographies published by the Women's Bureau. Nothing
would be galned by examining these items here since interest
centers primarily on the character of the industry and that
seems to have been fairly well established from the sources
cited above. It does seem worthwhile, however, to mention
some blits and pileces of studies done in another connection
that have a bearing on the central subject of this section.
The first of these is the chapter on routine personal ser-

vices in Stigler's Trends in Employment in the Service

Industries, mentioned previously. The bulk of the material

in Trends' section on domestic service is based on

Stigler's previous monograph on Domestic Servants. One

important addition 1s his regression analysis which

includes a measure of income 1nequality.

Xl = 5.82 - 0.109 X2 - .00024 X3 + 0.511 Xu R:.94
(.0032) (.00059) (.096)
where Xl : servants per 100 families in 1940

X2 : average annual wage of a servant in 1939,

3 ¢ income payments per family in 1940, and
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Xu : percentage of income received by upper one
per cent of income recipients in 1940.

A comparison of this equation with the 48 states'! equation
reproduced above (Stigler, item 6) reveals that family
income becomes insignificant in the regression when a
measure of income distribution 1s introduced. Thils sub-
stantiates Stigler's previous argument that income dis-
tribution rather than level determines the relative magni-
tude of household employment.

The Laundry, Laundry Service, and
Cleaning and Dyeing Industry

An early study of the power laundry industry indicated
that much of the work itself in a power laundry was unpleas-
ant, requiring constant standing and for some occupations,
considerable muscular strain. These work patterns, along
with a high level of noise, meant that these workers gen-
erally suffered from fatigue by the end of the workday. The
study also pointed out that many of the plants in this
industry had a warm humid atmosphere.l There was apparently
also a serious deficiency of many of the amenities found in
other industries, things like adequate and clean washroom
and toilet facilities, cool drinking water, and lunch or
rest rooms. All in all, the report of the Women's Bureau
suggests that operatives in power laundries suffered from

loathsome working conditions.

lEthel L. Best and Ethel Erickson, A Survey of Laun-
dries and Their Women Workers in 23 Cities, Women's Bureau
Bulletin No. 78 (Washington, D. C.: Government Printing
Office, 1930), pp. 17-22.
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The length of the workweek 1n power laundries varied
according to the section of the country.

The most characteristic week, by section, was as

follows:
Per Cent of
the Women
Western 48 hours and under 97.2
Eastern do 80.2
Middle Western 50 and under 54 hours 51.7
Southern 54 hours and over ug.ut

Out of 19,180 women in the survey, 5,076 were Negroes.2
Data on wages are also given in this study, but there is no
comparison with the wage rate in other industries. Within
the power laundry industry 1tself there was a rather wide
dispersion in wages depending on the particular job or
occupation within the industry. Nonwhites earned sub-
stantially less than white women irrespective of occupation.
A recent survey of problems and prospects in the
laundry and dry cleaning industry reveals something about
the nature of employment in this industry today.
The operations of launderers and cleaners call
for several kinds of labor. The biggest group, and
the most costly in the aggregate, is 1n production.

These are largely unskilled workers who receive
tralning sufficient to perform tasks in the marking,

l1pid., p. 43.

°Ibid., p. 61.
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sorting, washing, finishing, and assembly operations.
Finishing requires the greatest number of workers,

as hand labor 1is in some way involved with every
item processed. Men are generally employed for the
washing, extraction, and drying operations; women
predominate in finishing and other production jobs,
except in drycleaning plants.

Other important Job classifications include office
workers, salesmen, and delivery, or route salesmen.
Office skills are, of course, required of the first
of these groups. Route salesmen should be able to
handle relationships with customers or potential
customers.

Management has a serious problem in hiring and
training workers whose productivity can be maintained
or improved. Most owners are convinced that the cost
of labor limits them to the unskilled labor market.
Those recruited must be willing to work for low
wages and be adaptable to the training necessary to
perform at an acceptable level. A high rate of
absenteelsm is likely to be a serious problem with
such employees.

It 1s also observed that power laundries must compete
with laundromats, and wash and wear fabrics. Dry cleaners
also have been affected by competition to some extent, but
this segment of the industry has continued to register
growth.

Drycleaners have not been influenced by the external
competition as have launderers. And rising produc-
tivity enables cleaners to resist the upward pres-
sure on prices better than laundries. The cleaner

is still in the enviable position of offering services2
for which many consumers feel he is their only choice.

Barber and Beauty Shops

Stigler examined some statistics for barber and

beauty shops and noted that

1Business and Defense Services Administration, The
Laundry and Drycleaning Industry, A Study of Problems and
Prospects (Washington, D. C.: Government Printing Office,
19655, L8

°Ibid., p. 2.
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the number of barbers has not grown as rapidly

as the male population, while the number of

workers in beauty parlors has increased many

fold more than the female population.l

He cites the safety and electric razors along with

the rising popularity of being closely shaven as causes of
the relative decline in barbering. Women's fashions and
the invention of the permanent waving process are given as
reasons why the beauty shop industry has expanded relatively.
He notes that "both the barber and beauty parlor industries
are organized in small shops, operated chiefly by single

2

proprietors." Stigler also notes that state licensing

requirements pose something of a barrier to entry into the
barbering occupation, but the effect of these barrlers on

average wages for the industry 1s difficult to measure.3

lStigler, Trends in Employment in the Service
Industries, p. 101.

2

Ibid., p. 103.

31p1d., p. 105.



CHAPTER III

GENERAL THEORETICAL CONSIDERATIONS

In setting up the necessary hypotheses to be tested
empirically, it is necessary to make a theoretical investi-
gation as a means of uncovering the general principles
that may be expected to govern employment in these occupa-
tions. This chapter delves into such matters as the manner
in which people make decisions about their labor force
participation and the resultant implications for routine
personal services, factors influencing occupational choice
and the implications for routine personal services, and the
effects of unemployment on routine personal service employ-
ment.

Labor Force Participation and Routine
Personal Services

That the household or family 1is the relevant decision
making unit for studying consumption behavior has been
recognized. In 1962, Jacob Mincer wrote:

The analysis of market labor supply in terms of
consumption theory carries a strong connotation
about the appropriate decision-making unit. We
take it as self-evident that in studying consump-
tion behavior the family is the unit of analysis.
Income 1is assumed to be pooled, and total family
consumption among family members depends on tastes.
It is equally important to recognize that the
decisions about the production of goods and

31
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services at home and about leisure are largely
family decisions. The relevant income variable

in the demand for home services and for leisure

of any family member is total family income. A
change in income of some family member will, in
general, result in a changed consumption of

leisure for the family as a whole. An increase

in one individual's income may not result in a
decrease in hils hours of work, but in those of
other family members. The total amount of work
performed at home is, even more clearly, an out-
come of family demand for home goods and for
leisure, given the production function at home.
However, unlike the general consumption case, the
distribution of leisure, market work, and home work
for each famlly member as well as among family
members 1s determined not only by tastes and by
biological or cultural specialization of functions,
but by relative prices which are specific to
individual members of the family. This is so,
because earning powers in the market and marginal
productivities in alternative pursuits differ among
individual family members. Other things equal
(including family income), an increase in the
market wage rate for some famlly member makes

both the consumption of leisure and the production
of home services by that individual more costly

to the family, and will as a matter of rational
family decision encourage greater market labor
input by him (her).l

We may envisage human preferences as governing deci-

sions to sell labor in the market place in the following

manner. Each decision unit, be it family or single 1indi-

vidual, must make purchasing, lnvestment, and labor market

participation decisions as a supplying unit. These two

sets of decisions are inter-related and depend upon prefer-

ences and the inventory or resources and abilities within

the unit, and market or other constraints without. One of

lJacob Mincer, "Labor Force Participation of Married

Women," in Aspects of Labor Economics (Special Conference
Series No. 14) (New York: National Bureau of Economic
Research, 1963), pp. 65-66.
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the alternatives that 1s relevant to the present discussion
is between labor and nonlabor. Whether or not the unit must
indulge in labor depends upon its ability to supply its

needs with recourse to labor: viz, its inventory of re-
sources, both financial and nonfinancial. The greater this
inventory, and the return that may be earned from it, the
smaller is the need for the unit to indulge in labor activity.
Another alternative is between market and nonmarket 1labor,
Given that the unit chooses to utilize some of its labor
resource, 1t must decide whether to engage in home produc-
tion, participate in the labor market, or employ some com-
bination of the two. The prospects of obtaining a satis-
factory return in the market place may be so minimal that

the unit will utilize all of its labor for home production,
engaging in, say, subsistance agriculture. Or one member

of the family may go into the market with hils labor in
exchange for wages with which to purchase goods and ser-
vices in the market place for the satisfaction of the family.
The other members might provide the remainder of the family's
wants through the use of their nonmarket labor. This is

the typical arrangement in many homes with the husband
selling his labor in the market place while the housewife
provides nonmarket labor for the accomplishment of the
héusehold chores. And there may be various combinations in
between these extremes and beyond them. The head may work

full time and the wife part time. The family may be part
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time subsistence farmers and part time laborers. Both
might work full time, hiring a domestic to do the house-
hold labor.

In one sense, labor market participatlon for the
family or single individual 1s a continuum or scale run-
ning from zero to a maximum of 100 per cent. At the zero
point on this continuum, the unit will either not engage
in labor activity at all, because of a large bank account
or other means which allow it to consume without currently
producing, or it will engage in home production. There may
be another kind of continuum here inasmuch as the unit may
combine some production with a drawing down of an inventory
of resources or utilizing the return from them to finance
current consumption 1if it has such an inventory. It may,
moreover, engage in home production and exchange some of
its fruits for other items in the market place. At the
other extreme, the unit engages in no home production and
has no inventory, but exchanges all of its labor in the
market place for money or income in kind with which to
purchase other goods and services.

Where wlll the unit locate on thils continuum? Assum-
ing that it will endeavor to maximize its satisfaction, and
given its inventory, 1t will examine the situation in the
market place and make comparisons of the labor requirements
for supplying the needs of the unit. A unit with extremely

high earning capacity in the market would probably sell all
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of its labor in the market place and with the wherewithal
purchase all of 1its consumption items in the market place.
It might have a housekeeper and a chauffeur and hire people
to do some of the more speclalized tasks around the home
such as repairs and maintenance and occasional interior
redecorating. The unit may be looked upon as a producer
which purchases inputs such as maid and home repair service
and produces output, the product of its labor in the market
place. The inputs supply the foregone home-production that
1t may maximize its satisfaction by its greater earnings

in the market place. Looked at in a slightly different way,
the market value of the labor of this unit exceeds 1its
value in home production. The decision to engage in remu-
neratlive work makes the unit at the same time a supplier of
labor in the market place and a demander of goods and
services to replace home-production. This aspect of labor
force participation 1s probably best thought of as the
opportunity cost aspect. For example, in considering the
demand for domestics, Mincer noted that "The wage rate of
the domestic servant must be viewed in relatlon to the
price of employing the wife at home, which is the opportunity

cost of foregone earnings in the market "

lJacob Mincer, "Market Prices, Opportunity Costs,
and Income Effects," in Measurement in Economics, Studies
in Mathematical Economics and Econometrics in Memory of
Yehuda Grunfeld (Stanford, California: Stanford University
Press, 1963), p. T4.
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Another consideration that needs to be touched upon
here 1s one relating to the value of time used in consump-
tion. Becker has noted that

For example, the cost of a service like the theatre

or a good like meat is generally simply said to

equal their market prices, yet everyone would agree

that the theatre and even dining take time, Just as

schooling does, time that often could have been

used productively. If so, the full costs of these

activities would equal the sum of the market prices

and the foregone value of the time used up. In

other words, indirect costs should be treated on the

same footing when discussing all non-work uses of 1

time, as they are now 1in discussions of schooling.
In other words, "Behind the division into direct and indi-
rect costs 1s the allocation of time and goods between
work-oriented and consumption-oriented activities."2

Therefore, the structure of the economy will be
determined to some extent by thils allocation of time be-
tween work-oriented and consumption-oriented activities.

It seems worth mentioning that the division between work-
oriented and consumption-oriented activities 1s not without
some ambiguity. In order to bring out the difficulty of
this division of concepts it is useful to introduce the
idea of consumption 1involving either the active or passive
participation of the person or persons engaging in the
consumption activity. This ambiguity may also have a

slightly different manifestation in that remunerative

1Gar'y S. Becker, "A Theory of the Allocation of
Time," The Economic Journal, September, 1965, p. 494,

2

Ibid., p. 499.
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labor may have some consumption orlentation, to the extent
that 1t 1s enjoyable. With respect to the question of why
women work, it has been noted that

Financial remuneration is, however, not the sole

reason that so many women are in the labor force.

It is significant that the more education a woman

acquires, the more likely she 1s to seek paid

employment, irrespective of her financial status.

The educated woman desires to contribute her

skllls and talents to the economy not only for

the financial rewards, but even more to reap the

psychic rewards that come from achievement and

recognition and service to society.l

Active participation in consumption activities may be

thought of as those consumption-oriented activitles that
involve the creation of something. Most hobbies, for
example, result in the creation of some end product, say,
a rose garden. On the other hand, passive participation
in a consumption activity may be defined as that which
causes no product to be forthcoming like, say, watching a
play or a movie, or simply daydreaming. Viewed in this
manner, the division between work-oriented and consumption-
oriented activities is somewhat arbitrary. Work, either
in the market place or in the home, may be enjoyable and
have some consumption aspects. Leisure activity which
involves the creation of something either tangible or

intangible, has some of the aspects of production or work.

The amount of home production of the unit is partly a

l1965 Handbook on Women Workers, Women's Bureau
Bulletin No. 290 (Washington, D. C.: Government Printing
Office, 1965), p. 5.
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matter of taste. One may or may not wish to have a rose
garden.

It seems appropriate at this juncture to examine in
some detail the factors that may be welighted in the con-
sumer unit's decisilon to purchase those services which have
been defined as close substitutes for home production. Let
us consider first those routine personal services which
involve the release of time of one or several family mem-
bers. These are ones which involve the performance of
some of the household chores such as cooking meals, cleaning,
clothing and shoe care, caring for younger members of the
family, and shopping for the day-to-day household needs.

The alternative ways in which the family meals may be
prepared include having a mamber of the family cook meals,
hiring a domestic to cook or to cook and do other household
chores, or eating out. If a family member or domestic pre-
pares the food in the household, then there 1is a varilety of
methods of accomplishing that task. The latest equipment
and prepared foods may be used in order to economize on
time spent on food preparation or more basic methods may
be employed. In addition, some combination of home and
outside the home food preparation and consumption may be
used as 1n the case of catering where the food 1s prepared
away from home but consumed in the home.

Another release-time case worth considering is the

doing of the family washing. Laundering may be accomplished
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by the housewife using primitive or modern home laundry
equipment, by a domestic using primitive or modern home
laundry equipment, or by someone outside of the home, a
washerwoman or commercial laundry, which specializes in
laundering. It should also be noted parenthetically here
that 1t may be done by a famlly member or domestic 1n a
laundromat, but that for a family member to do 1t requires
a time input on the part of the family member. An addi-
tional conslderation 1s the use of fabrics which minimize
the effort required to produce a neat appearing garment,
such as drip dry shirts.

Some clothing care, such as dry cleaning, 1is not
really too amenable to home production or accomplishment
by a domestic. Often special techniques or chemicals are
required which makes it rather unlikely that the chore will
be performed 1n the average household. But then too, spot
remover and an iron are satisfactory substitutes for dry
cleaning in many households.

Shoe upkeep is much like dry cleaning in that it 1is
really not too amenable to home production or accompllishment
by a domestic. Commercial shoe repair probably should not
be considered as a very close substitute for home produc-
tion. It should also be noted that there 1s an alternative
to shoe repair, and this alternative is the purchase of new
shoes when the o0ld ones become sufficilently worn as to

warrant either repailr or replacement.
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General cleaning and upkeep of the household must
perforce be done on the premises. Accordingly, substitutes
for home production of the house cleaning are pretty much
confined to hiring a domestic. Here too, however, it
should be noted that there are devices such as vacuum
cleaners that may be used to diminish the burden of the
chore or to shorten the length of time required for its
performance.

Babysitting may be done either on the premises or in
the home of another. Nurseries compete with babysitters in
the private household.

It may be noted that one or many persons can be hired
to perform these chores. A single domestic may be required
to babyslt, clean and cook, or a domestic may be hired to
asslist the housewlfe in the domestic chores.

Other routine personal services require participation
of the consumer of the service. The occupation companion
is one of these. Indeed a companion is hired for the
express purpose of accompanying the employer. For the
most part, the routine personal services assocliated with
cosmetology also require the presence of the consumer of
the service, as being barbered or manicured or having one's
halir shampooed and set.

In a sense, the purchase of those routine personal
services having the characteristic that they release some

family member for other prusuits may be thought of as a
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purchase of time., The time may be utilized either for con-
sumption or production. A babysitter may be employed in
order to free the housewife for remunerative or non-
remunerative employment outside of the home. Or the house-
wife may simply 1dle away the released time. True some
domestics may be hired primarily as a means of conspicuous
consumption a la Veblen. But this situation too probably
has the outward manifestation of time release since the
domestic so hired, classified as babysitter, maid, or what-
ever, does at least bear the title of one who performs
release time activities.

Routine personal services having to do wilth the
appearance of a member of the unit may also be production
or consumption motivated. To the extent that appearance
is important to the occupations of the persons in the con-
suming unit, barbers, beauticians, shoe repair and clothing
care services become production inputs since they are
important to the appearance of the individual. On the
other hand, they are also partly consumption oriented to
the extent that they are desired in themselves for the
feeling of well beling they give to the user.

The purchase of routine personal services, then, may
be motivated in part by a motivation to get release of
time for engaging in some other form of production, as an
input for production, or by a motivation to consume either

the service 1tself, or time freeing for other consumption.
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One additional consideration of the motivation for this
consumption 1s that inasmuch as work may itself produce
some satisfaction on the part of the worker, the apparent
production motivation for consuming routine personal ser-
vices may contain an admixture of consumption motivation,
if the consumer employs routine personal services so as to
be able to engage in remunerative or non-remunerative work
that he enjoys.

It may be worth noting here also that there are other
services as well as goods whose consumption 1s multifaceted
in the above manner. Automobile tune-up is an example of a
service that frees the automobile owner from home production
for a work-oriented or a consumption-oriented activity.
These other substitutes for home production are not the
object of thils study, however, and there seems little to be
gained by dwelling on this matter of the motivation behind
their consumption at this Juncture. They may, 1t should be
noted, however, be competitive wilith some routine personal
services. T.V. dinners, for example, compete with the
services of a domestic cook.

Routine personal services consumption, then, can
require the consumption of time, or it can effect the free-
ing of time of a family member. Whether it is time freeing
or time consuming service, on the part of family members,
it may be consumption or production motivated, or some com-
bination of both. Relevant considerations besldes income

and price are opportunity cost and the value of time.
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Occupational Choice

Up to now the discussion has proceeded on the basis of
consideration of the decision unit, be it a single individual
or family. For a single individual, one person both makes
and implements the decision; but although a family unit may
make the decision by some process, it 1s individuals within
the unit which carry out the decision. Each member,
discrete within the unit, either participates in the labor
force or does not. Each member possesses desires and
abilities that are unique. Given a family process of
balancing preferences, the participation of each member will
depend to some extent upon the contribution that he can make
to the total family satisfaction in his various uses in home
production or market production.

For some family members, the unit may decide upon
investment in human capital as the optimum cholce. Mores
and soclal values may have a deciding influence on the
decision of some units. It is stlll a value widely accepted
that the proper role of the woman 1s the home.

There seems to be no really detailed theory of occupa-
tional choice which reveals why, for example, doctors in
business today became doctors rather than, say, plumbers.
Some very worthwhille research has been done in the area of
occupational choice, however, and some of the general find-
ings seem relevant here. Ginzberg, one of the ploneers in

the area, from intensive interviewiling of a sample of students
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in various stages of the formal educational process, drew
several general conclusions about occupational choice.

The outstanding conclusion from our findings is
that occupational choice is a developmental process:
it is not a single decision, but a series of deci-
slons made over a period of years. Each step in
the process has a meaningful relation to those which
precede and follow it.

From thils primary finding, there follows a second
important generalization: the process 1s largely
irreversible. This 1s a result of the fact that each
decision made during the process 1s dependent on the
chronological age and development of the individual.
Time cannot be relived; basic education and other
exposures can only be experienced once. Of course,
the 1ndividual can shift even after he has tenta-
tively committed himself to a particular choice.

But the entire process of declsion-making cannot be
repeated and later decisions are limited by previous
decisions.

The primary finding that occupational choice is a
process leads to a further generalization: the process
ends 1n a compromise. Throughout the years of his
development the individual has been trying to learn
enough about hils interests, capacities, and values
and about the opportunities and limitations in the
real world, to make an occupational choice that will
yield him maximum satisfaction. If he could base his
cholce on but one element, such as his interests or
capacities, without regard for the job market, the
income structure, and the social prestige which attaches
to different kinds of work, his choice should be simple
and direct. However, a series of factors, both internal
and external, affect his decision. He must renounce to
some degree the satisfactions which he might derive if
he based his choice excluslvely on a strong interest,

a marked capacity, or a realistic opportunity. He
must find a balance among the major elements. Hence,
the compromise aspect of every occupational choice.l

Elsewhere 1t is noted that
The differences in exposure and stimulation in the

environments of the upper and lower income groups
contributed to differences in declsion-making, for

lEli Ginzberg et al., Occupational Choice, An Approach
0_a General Theory (New York: Columbia University Press,

m———

1951), pp. 185-186.

ct
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occupational choice is greatly influenced by family,
community, and school.

These differences between the two groups indicate
that the upper income group has a much wider range
of cholces and is in a much better position to obtain
whatever preparation 1is required for the realization
of their final cholce. For instance, the high school
senior 1n the upper income group who was looking
forward to studying medicine not only had no anxiety
about financing the long period of preparation, but
he already knew that his parents would assist him
financially if he should marry before he completed
his studies. It 1s 1interesting to note that there
was only one boy 1n the lower income group who, during
his fantasy perlod, had looked forward to being a
doctor; and quite early in puberty he realized that
this choice "did not suilt him." The presumption is
that he had become aware of the realistic difficulties
that faced him and he therefore put the i1dea aside.

The case material suggests that one of the major
limitations facing the lower income group is their
modest level of expectation with respect to their
occupational choice. Certainly they would encounter
increasing obstacles in seeklng to reallze vocational
goals which require a long period of preparation and
economic investment. However, many of them might be
able to overcome these obstacles 1f they were deter-
mined to do so; but frequently they do not even
consider it.l

Another interesting observation 1s that

It might appear that children from upper income
families have almost complete freedom in making an
occupational choice, while those from a lower income
group are very restricted. However, soclety places
a high evaluation on some occupations and a low
evaluation on others, and these ratings exercise an
important influence on the cholces which individuals
make. In this way, children from upper 1lncome
families are actually limited. The son of a doctor
will not maintain in late adolescence and young
adulthood a desire to become a carpenter because
of an early and strong interest in and a capacity
for woodwork. He usually transforms this interest
into a hobby while he seeks a career that promises
greater income and prestige.?

l1pid., pp. 152-155.

°Ibid., pp. 134-135.
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During the decision making process, occupational
choice 1s to some extent dependent on the constraints of
the market place. These constraints are more formidable
for some than for others. Females and certain minority
groups may find it exceedingly difficult to galin entry
to certain occupations. The individual making the occupa-
tional choice then must weigh his own tastes, values, and
abilities against these constraints, mapping a course toward
that occupation which seems most promising or satisfying.
One of the very important constraints, alluded to above,
is the need for means to finance long periods of education
and trailning for some professions. Many persons, otherwlse
perhaps qualified to become professional workers are con-
strained by the lack of the wherewithal from embarking upon
such a career.

Doubtless the constraining influence of the market
place grows in intensity with the passage of time. By the
time a male is fifteen it 1s too late in 1life for him to
make the initial beginning on a baseball or football career,.
At thirty he is too old to begin the initial training for
a career as a surgeon. There is, on the one hand, the
problem of age. The prime age of a baseball player 1is
such that training must begin at an early age. For sur-
geons, it 1is difficult to gain entry to a training program
after a certain age. On the other hand, for the surgeon,

which requires a sizable investment in time and human
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capital in the person undergoing the training, the expected
return on the investment 1is greatly diminished with the
passage of time because the productive time left after
training 1s shorter than if the training had begun upon
graduation from high school in the late teens.

Then there are occupations which have virtually no
entry constraints and require very little time and human
caplital inve.tment in training: gas station attendant,
hospital orderly and the others which have been designated
in previous chapters as disadvantaged occupations as well
as some like manufacturing operatives in low wage, scab
industries, llke apparel and textile manufacturing in the
South.

In summary, then, we have on the one hand the family
unit making decisions about consumption of goods and ser-
vices and the supply of market labor. On the other hand,
talents and abilitlies of this unit pertain to individuals
in the unit and not to the unit as an entity. Decisions
may be made by the unit as a whole, but they are implemented
by means of the acts of the individuals in the unit.
Another element in the decision making of the unit takes
account of the abilities and earning capacity of the
individual members. Where the unit consists of the single
individual, this dichotomy 1s unimportant. But in the
case of the multiperson family, the skill mixture of the

group does add this additional dimension.
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The idea of an occupational hierarchy according to
societal evaluation was mentioned above in the quote from
Ginzberg. Most rankings of occupations according to their
standing in this heirarchy would probably place profes-
sionals and managers near the top. White collar workers
such as office supervisors might be placed somewhere near
the mlddle of the hierarchy while many manufacturing
operatives would be near the bottom. Also at or near the
bottom would be most of the routine personal service

occupations.l

lA search of the literature on status and educational
requirements for occupations has revealed that the occupa-
tions herein designated as routine personal services are
generally believed to possess below average status. Two
of the routine personal service occupation groups have been
explicitly singled out by the Manpower Development and
Training Administration as possessing low status.

". . . Workers are unwilling to enter or remain in
jobs characterized by low wages, lack of occupational
prestige, unpleasant working conditions, and limited
opportunities for advancement. These factors have
been chlefly responsible for the widespread shortages
of such workers as hospital attendants, household
employees, restaurant workers, and laundry workers."
(Manpower Report of the President (Washington, D. C.:
Government Printing Office, 1967), p. 150.)

For more complete information on occupational status see
Duncan's ranking of all Census of Population occupational
categorles 1n Albert Reiss, Jr. and others, Occupations and
Social Status (New York: The Free Press of Glencoe, Inc.,
1961), pp. 263-275.

The training and educational requirements for most
routine personal services are also below average. The
major exception 1s for shoe repalirmen where the training
requirement 1s far above average, but the educational
requirement is below average. Certain occupations within
the broader groups, such as governess, may also have high
educational or training requirements. These probably are
of relatively minor importance in the occupational group
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The expectation, then, is that the choicest occupa-
tions are staffed by persons with outstanding ability or
from a high income group with the wherewithal to finance
a long training period. At the bottom of the hierarchy
are those unable or unwilling for one reason or another to
compete for the better occupations. In other words, it is
to be expected that dlsadvantaged persons are employed in
those disadvantaged occupations known here as routine per-
sonal services. These are occupations where the barriers
imposed by sex, age, color, appearance, personality, pre-
vious background and others of like kind are likely to be
least imposing. These occupations may be thought of as

the last resort for some persons, or as the only resort.

in which they are categorized. Information on educational
and training requirements for occupations is published in
Manpower Administration, Selected Characteristics of Occu-
pations (Physical Demands, Working Conditions, Training
Time) 1966, A Supplement to Dictionary of Occupational
Titles, 1965 (Washington, D. C.: Government Printing
Office, 1966).




CHAPTER IV

PRACTICAL PROBLEMS IN MEASURING

UNEMPLOYMENT

The general theoretical considerations given in the
previous chapter are helpful for knowing what factors
should be represented in a statistical model. But 1in the
model utllized in the present case, the variables that
have to be employed for representing unemployment are de-
ficient in several respects. This chapter i1s a detailed
examination of some of the more serious of these
deficiencies.

Assume that the oval shaped dlagram represents the

total population. We may divide the population into these

50
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groups. Those persons who are 1n the labor market but
unable to get a job, UE; those persons who have left the
labor force out of discouragement at being able to find a
Job, NLF-D; those employed in routine personal service
occupations, RPS; those employed in other disadvantaged
occupations, OD; those employed as manufacturing operatives,
MEM; all other employed, AO; those not in the labor market
but engaged in home production, NLF-HP; and those neither
in the labor market nor engaged in home production, NLF-O.
It is generally accepted that high unemployment indi-
cates that relatively many of the labor force cannot,
because of institutional rigidities that do not allow wage
rates to fall to a level to absorb their services at the
market wage rate, or else lack of marketable skills on the
part of the unemployed, find jobs. In eilther case in a
closed economy it is to be anticipated that there will
exlst a comparatively large pool of labor that has been
thrust toward the least attractive jobs when the unemploy-
ment rate 1s high. If it is assumed that 1lnstitutlonal
factors are not so rigid as to preclude some functioning of
the labor market mechanism, then normal economic forces
should come into operation, manifesting themselves 1in
relatively high employment in routine personal services
when the unemployment rate 1s high. More specifically, a
high unemployment rate should, other things being equal,

swell the supply of avallable labor for routine personal
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services. If there 1s general unemployment, the general
wage rate should be low; 1f unemployment 1s confined to
disadvantaged labor, then the wage rate for dlsadvantaged
labor should be low. In the latter case, high unemployment
should cause high routine personal service employment
because of its effect on the supply of labor for routine
personal services. But when a general unemployment situa-
tion exists, there 1s also a shortage of demand for routine
personal services; general unemployment may affect the
supply function for routine personal service employment,
but it affects the demand function as well. Whether routine
personal service employment increases or decreases depends
upon the net effect of these shifts.

Figure 1 pertains to a closed economy at a moment in
time. Over time, there will be changes in the system caused
by changes in birth rates, demand shifts, and all of the
other factors that give rise to economic change. If the
system 1is an open one, and time is variable, and it should
be borne in mind that this study is based upon analysis of
49 open economies in which there are no serious barriers to
the transfer of resources and migration across state borders,
high general unemployment seems likely to be accompanied by
migration of those with marketable skills to economically
more attractive areas. The unemployables will remain,
exacerbating the generally poor labor market situatilon.

For much the same reason that high unemployment 1s expected
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to be accompanied by a high rate of employment in routine
personal services, through its effect on supply, an increase
in unemployment seems likely to be accompanied by an
increase 1n the rate of employment in routine personal ser-
vices.

A number of complications are encountered in inter-
preting the real conditlon that is indicated by any observed
UE among the population. These may be subsumed into three
categories of problems: the real meaning of labor force
data on employment and unemployment, the problem of age,
sex and race mix on any observed labor force participation .
or unemployment rate, and the problem of seasonality in the
data.

One of the difficulties in the concept of unemployment
is that 1t takes no account of those persons who have de-
parted altogether from the labor force because they have
glven up hope of finding employment, those designated in
Figure 1 as NLF-D. To the extent that these people exlst
the real condition that 1s supposed to be measured by an
unemployment statistic alone 1s underestimated. These per-
sons might be in the labor force even though unemployed, if
they actually believed that there were any hope of obtaining
gainful employment in the labor market. The debate about
this measurement problem has been stated most succinctly

by Kenneth Strand and Thomas Dernburg:
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there are three main hypotheses that have vied for

attention. The "discouraged worker" hypothesis

holds that when economic actlvity declines, workers

become discouraged and leave the labor force. The

"additional worker" hypothesis maintains that labor

force participation increases at low levels of

economic activity when "secondary" workers enter

the labor force under the pressure loss of work by

the "primary" worker. The "offset" hypothesis

maintains that any inflow of additional workers 1s

offset by an outflow of discouraged workers so that,

on balance, the over-all participation rate remains

virtually constant, or that at least there_is no

clearly discernible cyclical relationship.l
The problem here, of course, is doubt about the effect on
labor force participation (LFP) of entry of secondary
workers into the labor market, workers that otherwlse
would be in NLF. From the aggregate data, there 1s no way
of distinguishing a person in NLF-HP or NLF-O from one 1in
NLF-D. Both are outside of the labor force and that is all
that 1s known about them. Their reason for being outside of
the labor force, the fact which would make possible the
necessary classification, 1s not known. Some method of
inference must be employed to discover the meaning of an
observed LFP. Strand and Dernburg, for example, using time
serles regressed the employment ratio (per cent of civilian
non-institutional population that 1is employed) and the ex-
haustion ratlo or unemployment compensation on the LFP ratio
to validate both the dlscouraged worker and the additional

worker hypothesis. They found that

lKenneth Strand and Thomas Dernburg, "Cyclical Varia-
tion in Civilian Labor Force Participation," The Review of
Economics and Statistics, XLVI (November, 196L4), 378.
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an initial decline in employment from a cyclical

peak results in large-scale discouragement and with-

drawal from the labor force. Subsequent declines 1n

employment are met by a smaller decline in labor

force participation. As the period of economic

slack grows longer, pressure on additional workers

to enter the labor force builds up and this tends

partially to offset the discouragement effect.l

These introductory remarks by Strand and Dernburg
serve also to bring out the second type of complication men-
tioned above: population composition. First it should be
noted that the concept of LFP until March 1967, applied
only to the 14 years old and over population. (The age
limit is now 16.) In other words, persons under 14 were,
by definition, neither employed nor unemployed. Accordingly,
the LFP rate for the entire population is functionally
related to its definition since it can vary solely on the
basis of the number of persons under 1l4. This matter of
definition poses no problem since the LFP and UE data pub-
lished by the federal government are designed to pertain to
the population 14 years old and over. The meaning of Figure
1l above is, accordingly, modified slightly and pertains
only to the population in the age group 14 and over,
Eliminating this minor problem by definition may have

solved one rather small problem of concept, but there
remains a host of other complicating factors that stem from

population composition. The sex and age make-up of the

population may have an important bearing on the overall LFP

1b14.
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rate. Strand and Dernburg, for example, based upon some
preliminary research results, found that,

when the data are classified by age and sex we
find, as expected, that the discouragement and
additional worker effects are strongest among

the female population and the very young and very
0ld males. The older population is distinguished
from the younger population in that while the
discouragement effect 1s equally strong, the
additional worker effect, as measured by the
exhaustlons ratio, 1s not. As anticipated, we
find that labor force participation among males
between the ages of 25 and 54 1is less elastic with
respect to changes 1in aggregate employment than 1is
participation in the other groups. It 1s not,
however, true that labor force participation among
these adult males 1s autonomous. All groups of all
ages and of both sexes succumb to both the dis-
couragement and additional worker effects.l

Besides this divergence of functional relationships
between different groups of the population, there is a matter
of characteristic differences for LFP and UE rates between
different population groups. The numbers in Table 1 reveal
substantlal variation in both LFP and UE rates among the
age groups, sexes, and color groups of the population. There
is clear evidence that the female nonwhite LFP rate 1is above
the female white LFP rate, while for males the white LFP
rate is above the nonwhite LFP rate. It willl be seen also
that teenagers have relatively low LFP rates and high UE
rates. The polint here 1is that population composition can

have considerable bearing on the overall labor force status

lStrand and Dernburg, p. 391; but see Jacob Mincer,
"Labor-Force Participation and Unemployment, A Review of
Recent Evidence," in Robert Aaron Gordon and Margaret S.
Gordon, eds. Prosperity and Unemployment (New York: John
Wiley and Sons, Inc., 1966), p. 681 for a critique of their
methodology.
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of the population. A population with unusually many adult
males will have, other things equal, a higher LFP than one
with unusually many teenage females.

Another serious defect in the unemployment statistics
used in thils study stems from the fact that the rate of un-
employment in many states may be subject to seasonal varia-
tion. The data on employment and unemployment published in
the Population Census pertain to April 1950 or April 1960.
Consequently the rates for some states may be unrepresenta-
tive of the underlying unemployment situation. It seems
reasonable to expect that the employment status of people.
and consequently the industrlal unemployment rate of a state
would be much more transitory than a state's industrial
structure or the share employed in a particular set of indus-
trles or occupations such as routine personal services,
Therefore while there are grounds for being reasonably con-
fident that Census of Population employment rates in various
occupations or industries are fairly accurate for deplcting
basic structural differences existing during the 1950's and
again during the early 1960's, one 1s hesitant about placing
the same degree of confidence in the unemployment rates as
indicators of corresponding unemployment conditions.

Inasmuch as unemployment data are compiled by state
agenciles 1n connection with their Bureau of Employment
Security activities, it might be thought that thelr data,

rather than the Census data should be used here. While it
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is true that using annual averages published for states by
these state agencies would ameliorate the seasonal problem,
there are a number of reasons for avoiding these data.
1. They are not avallable for 1950 for most states
and for a few states in 1960.
2. Thelr reliability in 1960 is questionable.l
3. The state averages are for total employment
only; there are no disaggregations.
4, Corresponding labor force participation data
are not compiled by state agencles.
5. They are inconsistent with corresponding employ- .
ment data or employment data from other sources

in that they are concocted.2

lSee, for example, Joseph C. Ullman, "How Accurate
are Estimates of State and Local Unemployment?" Industrial
and Labor Relations Review, XVI (April, 1963), pp. 434-452;
and John H. Lindauer, "The Accuracy of Area Unemployment
Estimates Used to Identify Depressed Areas," Industrial and
Labor Relations Review, XIX (April, 1966), pp. 377-389.

2For the concoction formulae see Bureau of Employment
Security, Estimating Unemployment (Washington, D. C.:
Bureau of Employment Security, March, 1960, reprinted
April, 1961).




CHAPTER V

FORMULATION OF THE STATISTICAL

MODEL

It was observed in Chapter I that one of the attrac-
tions for utilizing areal cross section data for testing the
theory 1s that these services are likely to be consume:l by
the residents of states wherein they are produced. But
this element is also a disadvantage in the statistical model
in that many of the data utilized pertaln to both consumers
and suppliers of routine personal services. The median
income figure for a state, for example, 1s based upon a
distribution of persons or families which includes these
suppliers as well as demanders and there 1s no method for
unentangling the medlan income statistic for one group from
that for the other. Another disadvantage of the state by
state data 1s multicollinearity among some of the variables
which the economic theory indicates should appear in the
independent set of equations. Several earller attempts to
test the statistical models revealed, for example, that wage
rates for different industries are highly correlated among
states. The wage rate for females in domestic service 1is
highly correlated with the wage rate for females outside of
domestic service, and both of these wage rates are highly

correlated with the other wage rates in routine personal
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services. Thus, although economic theory would indicate
that the wage rate for the particular routine personal
service occupation being analyzed should appear in the
demand relationship along with the general wage rate and
other relevant variables, as a practical statistical matter
this cannot be done using the data employed here because of
the high correlation between these two variables.
Notwithstanding that these problems preclude specifi-
cation of an all encompassing statistical model for testing
the theory, it seems worthwhile to set forth a theoretical
model drawing on the ldeas presented in previous chapters,
and then to modify that model so as to make it adaptable for

statistical testing.

Supply

Given that the routine personal service occupations
are among those which are ranked low in the occupational
hierarchy in terms of status and pecuniary reward, it seems
rather obvious that as a general rule the supply of persons
for empioyment in these disadvantaged occupatlons will depend
upon the silze of the labor pool which 1s disadvantaged in
some sense and cannot compete for the better employment
opportuni’cies.l Who are these disadvantaged? First off

there are those who are disadvantaged by virtue of theilr

l"Disadvantaged occupation”" 1is not a new term; in its
Handbook for Leaders, the National Committee on Household
Employment refers to the private household occupation as a
disadvantaged occupation, p. 31.
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ancestory, namely nonwhites and foreigners. Second there

are those who are disadvantaged by virtue of their unem-
ployabllity for other reasons such as lack of a marketable
skill. Third there are those who are forced into the labor
market because the primary breadwinner is unemployed; those
are among the so~-called secondary work force. These groups
may be thought of as constituting the supply of disadvantaged
labor for all disadvantaged occupations, those in routine
personal services as well as those outside of them,

It may be expected that the availabllity of suitable
alternative employment opportunities will diminish the supply
of disadvantaged labor for routine personal service occupa-
tions. Other possible considerations in a generalized supply
function are the level of affluence of these disadvantaged
persons and the prospective wage rate in routine personal
service occupations.

A very general supply function which embraces these

factors 1s:

Srps = a; + a, NON + a3 FBW + a) UE + a5 SEC
+ ag ALT + a7 S-AFFL + ag wrps (1)
where S indicates that this 1is a supply function

rps
of labor for routlne personal service

occupations
NON 1ndicates the attribute nonwhite

FBW indicates the attribute foreign born white
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UE indicates the level of unemployment

SEC 1ndicates the attribute secondary worker

ALT 1indicates alternative employment opportunity
for disadvantaged labor

S=AFFL 1indicates the level of affluence of the
disadvantaged or potential suppliers of
routine personal service labor

W indicates the wage rate in routine

rps
personal service occupations.

Inasmuch as the analysis in the next chapter utilized per-
centages or rates for many of the variables, equation (1)

should be interpreted similarly. Thus NON pertains to the
percentage of the population that is characterized as non-
white. FBW refers to the percentage of the population that
1s foreign born white. UE 1indicates the unemployment rate,
ALT indicates the percentage of employed persons that are

employed in suitable alternatives. In S-AFFL and wr may

ps
be taken at thils Juncture as dollar varlables rather than
rates., S-AFFL might be interpreted as median income of the
disadvantaged while wrps is the market wage rate for routine
personal service occupations.

SEC acqulres operational significance through further
specification of the model which 1nvolves disaggregation of
the supply function into its male and female components.

Hence
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+ b, NON + b, FBW +b4 F-UE + b. M-UE

2 5

3

+ b6 ALT + b, S-AFFL + b8 %) (2)

7 rps?

where "F-" or "M-" indicates female or male as the case may
be, 1s a generalized supply function for females for routine
personal service occupations. The vague SEC variable of
equation (1) 1is replaced by the variable M-UE in equation (2).
The idea is that a high male unemployment rate forces females
into the labor market as secondary workers or breadwinners,
contributing to the supply of female disadvantaged labor.

The varlable F-UE indicates the condition of the female

labor market itself.

As was observed in the preceding chapter, some unemploy-
ment may fail to get reported as such in the unemployment
statistics. People may simply drop out of the labo} force
altogether after prolonged unemployment. Consequently some
unemployment may be hidden 1n a low labor force participation

rate, producing

F_Srps = cl + 02 NON + c3 FBW + cu F-UE + 05
F-LFP + c6 M-UE + c7 M-LFP + c8 ALT
+ cg S-AFFL + ¢y wrps. (3)

The expected signs of the coefficients are:

PY c3, Cys Cgs Cqig greater than O,
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c less than 0-

52 C72 ©82 Cg
An additional reason, apart from the one just given, for
having M-LFP in the expression 1s that a low male labor
force participation rate, whether it represents male unem-
ployment or some other cause, would, other things equal,
make it more necessary for women to enter the labor market.

For males, the supply function 1s simply:

M-S = d, + d, NON + 4, FBW + du M-UE + d

rps 1 2 3 5

M-LFP + d. ALT + d, S-AFFL + dg wrps (4)

7

It is not approprilate to consider the condition of the female
labor market as a factor in the supply of males for routine
personal services inasmuch as males are the primary bread-
winners. This 1s not to say that the same factors that
relate to the condition of the male labor market are irrele-
vant to the condition of the female labor market. It 1s to
say simply that the situation in the female labor market 1is
not a determining factor on the male labor market condition
in the same manner as the situation in the male laborr market

influences the female labor market.

Demand
Unlike the supply for labor for routine personal ser-
vice occupations, which can be considered as two separate
functions, one for males and the other for females, demand

functions for routine personal services can be expected to
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vary with the nature of the service. There is, first off,
the consideration that outside of the private households
Industry, where the consumer of the service 1s also the
employer of the labor, demand for routine personal service
labor 1s derived. In barber shops; beauty shops; shoe
repalr shops; and laundering, pressing, cleaning, dyeing,
and garment repair establishments, labor is comblined with
capital and other inputs to produce a service. Consequently,
the value of the marginal product (VMP) schedule for the
Industry is the true demand function for routine personal
service labor for these industries, where the firm or
establishment may be thought of as an intermediary between
the raw labor input and the final consumer. The data
utilized in this study preclude estimation of the VMP
schedule for these routine personal service industries,
hence it 1is simply assumed that the demand for labor for
routine personal service occupations is a direct functilon
of the demand for the routine personal services themselves.
Abstracting from the firm as intermediary, the following
generalized demand function for routine personal service

labor may be antilcipated:

D = e, t &, D-AFFL + e, P + ey PRICES

3 "rps

+ OC + ey CHAR (5)

€5

where
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D-AFFL indicates the level of affluence of the
potential purchasers of routine personal
services

Prps indicates the price of routine personal
services

PRICES indicates the prices of other goods
and services

ocC indicates the opportunity cost of employing
a famlly member to do the housework that
could alternatively be accomplished by
means of purchasing routine personal
services

CHAR indicates special characteristics pertalning

to particular routine personal services,

to be explained shortly.

Inasmuch as the flrm is assumed away in the model, Prps may

be considered as being identical with the corresponding wrps
which appears in the supply function, equation 3 or 4.

The theory underlying the introductlion of the variable
OC, 1t may be recalled from Chapter III, was elucidated by
Mincer. He defined the market wage rate that the housewife
might earn as the opportunity cost of employing her in the
home. Along with this wage rate, he had 1n his demand
function for domestics the wage rate for domestics.

Subsumed under the catchall CHAR 1is a variety of

factors, none of them relevant for all of the routine
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personal service occupations. Let us consider first the
demand for females in households occupations. There are,
in reality, two components to the oécupation group, females
in private households occupations. They are divided accord-
ing to whether they are live-in domestics or live-out
domestics. The numbers in Table 2 reveal the order of mag-
nitude of the respective rates of live-in domestics (F-HHOin)
and live-out domestics (F-HHOout). There 1t will be seen
that in most states, F-HHO1in is very small as compared with
F-HHOout. Moreover, as a matter of fact, there 1s a high
negative correlation between F-HHOin and F-HHOout in the
data for both 1950 and 1960. In the particular demand func-
tion for F-HHOln 1t 1is necessary to allow for this sub-
stitutability for domestics living-out, consequently allow-
ance must be made in the model for F-HHOl1n for the wage rate
for live-out domestics as well as that for live-in domestics;
and similarly for the model for F-HHO out allowance must be
made for the wage rate for domestics, living-in as well as
for domestics, living-out.

Another consideration that would seem to be particu-
larly relevant to demand for all private households labor
i1s the labor force participation of females. Female labor
force participation in and of itself 1s a source of poten-
tial demand for both male and female domestic labor to
replace the foregone home production of the employed

female. Now it may be recalled from equation (3) that
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TABLE 2.--Female rate of employment in private households occupati~rns, livins-in, and prilvate
households occupations, living-out, by state for the contermlincus Urited Itutes and the District

of Columbia April 1: 1950, 1960 and 1960 as a per cent of 1550,

F-HHuin F-HEDout
) 1960 as 1960 as
State 1950 1960 _ per cent 1940 1660 per cent
of 1950 of 1920

Aississippil .23 77 116
Alaovama bz o2 99
Georgla L3 75 51
Loulslana S o5 104
South Carolina Lacl 71 162
District of Columbla 1.34 71 101
Florida 1.1 U ¢l
Arkansas 5T Sl 72 11
North Carolina i) L4l 52 93
Texas . LI ) 72 Hd
Tennessee ) : ] 30
Virginia 1,46 L0 P !
Oxlahoma 71 20 51 7. < : e
Vermont <010 L.ul s fe7 P 107
New exlico RN LT o1 Tl -G

Arizona 1.3 L © 7 Lo :
velaware l.c1 X3 5 e 7.0

Kentucky 1,08 - ‘ - .
Jdaryland lals e i .

Hevada 1.t e no

daine PRI et o I R R
Washington ol 50 G 6.7

Calitornia . 9] h £.lA

Kansas L4 18 T

Colorado P . s

South wvakota 1awi Leh D% et T

West Virginla l.ts L.ls : 7 N

dregoun .oz i g [ .
Wyoming LT oo PN R T

Hew York R N [ - E

Idano A = C R

Montana oot o3 ol -

Nebraska Fe r

Michigan 27 © N
Missourl D R T Tl

Indiana -y . S B i
North Dakota 1.5 . - L
Iowa 1.22 . bl [
Ohio 1.24 . - Eooh

Pennsylvania 1.30 . 53 Sl s
New Hampshire l.24 . 55 oo i
Minnesota 1,45 o 54 2w :
Connecticut 1.97 1,36 59

New Jersey 1.%5 L2 a1 ¢

Illinois 1.16 A3 sy 3

Massachusetts 1.7¢ .39 EL) 2

Utah .50 .25 49 P

Xnode Island 1.23 07 53 2 .
Wisconsin 1.25 .68 54 3 s

Source: Derived from U.S. Bureau of the Census, U.S. Census of Popuisztion: 19860,
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F-LFP was introduced as companion of the variable F-UE to
indicate the condition of the female labor market. It

seems more approprilate, however to consider the female

labor force as primarily secondary, and the condition of

the female labor market a function of M-UE and M-LFP along
with other variables indicated in equation (3) but excluding
F-LFP.

Still another important consideration in the demand
for labor for direct employment in private households 1is
the composition of the population with respect to single
persons. It 1s expected that the demand for private house-
holds labor will vary negatively wlth the percentage of the
population that consists of unrelated individuals (URI).

It seems reasonable to posit substitutabllity between
live-in and live-out domestics. It does not seem reasonable
to posit substitutabillty between males and females in pri-
vate households occupations. Thus the demand for males 1n
private households occupations 1is not hypothesized here as
functionally related to the female wage rate for domestics.
Notwithstanding thls nonsubstitutabillty, it does not appear
to be unreasonable to anticipate a positive relationship
between F-LFP and the rate of employment of males in private
households occupations. A family in which the wife 1is
employed outslde of the home 1s a 1lilkely source of potentlal
demand for, say, gardeners and other occupations included

in private households that are staffed primarily by males.
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It is difficult to conceptualize a theory of demand
for labor for those occupations that are in the private
households industry but not among private households occu-
pations (see pages 7 and 8 for this distinction). The
dlversity of occupations in this category is wide. Because
of this difficulty, it is hypothesized that for males or
females for employment in occupations in the households
industry but not in those classified as households occupa-
tions per se the item CHAR in equation (5) subsumes only
URI and F-LFP.

For the group of occupations included under the head-
ing laundry, cleaning, and dyeing operatives (LCDO), there
seems likely to be a high degree of substitutability
between male and female labor. Accordingly, the wage rate
for males and females both in these occupations should be
reflected in the demand functions for both males and females
for these occupations. Another kind of competition for LCDO,
male or female, 1s specilalized equipment in households
which washes and drles washable fabrics with relatively
little labor input on the part of the user. As a matter of
fact, using data from the 1960 Census of Housing to calculate
the percentage of occupled housing units with washer and
dryer, it was found that thils percentage 1s highly corre-
lated, negatively, with the LCDO rate of employment.
Unfortunately, similar data for 1950 are not avallable, pre-

cluding the use of this variable in the model for LCDO.
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Other variables that have been selected to represent
special demand factors in the LCDO case are F-LFP, percent-
age of total employment classified as white collar (T-WCOL)
and percentage of employment that 1is in the lodglngs and
restaurant industries, (HANDE). T-WCOL represents a
speclalized demand for laundry and dry cleaning stemming
from the general requirement for a neat appearance in these
occupations. HANDE represents another specialized demand
for laundering and dry cleaning, not only from walters and
waltresses in restaurants but also from the linen require-
ments of restaurants and lodging places.

For barbers, specialized demands may be expected to
derive from male white collar workers (M-WCOL) and from
male walters (M-WAIT). For beauticians, these particular
sources of demand are female white collar workers (F-WCOL)
and waitresses (F-WAIT). For both white collar workers and
walters or waltresses in restaurants, appearance 1is impor-
tant, so that in addition to specialized clothing care
requirements, they also register specialized demands for the
trades 1nvolving cosmetology.

Similarly, the demand for the services of shoe
repalrers can be expected to be related to HANDE and T-WCOL
variables,

Obviously a number of factors that were discussed in
Chapter IV have not been introduced for conslderation in

the models presented in this chapter. There has been no
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consideration, for example, of the value of time per se and
the effect of the time input required for the purchase of
routine personal services assocliated with cosmetology.

There has also been very little consideration of the sub-
stitution effect among routine personal services. Only in
the case of substitution between F-HHOin and F-HHOout and
between males and females for employment in LCDO was the
matter of substitution considered. But it 1s obvious that
domestics are substitutes to some extent for the services

of laundries and dry cleaners, and that within the group of
industries designated as laundry, dyeing, and cleaning

there 1s competition among types of establishments. Laundro-
mats, for example, compete with power laundries. The primary
reason for ignoring these other relevant factors in the

analysls 1is lack of good data.

Statlistical Considerations

Another reason for not introducing additional factors,
or marginal theoretical value compared with those already
considered as most germane, 1s that the regresslons simply
became bogged down with too many variables. Not only are
critical degrees of freedom lost with too many variables,
other problems such as multicolllnearity cause additlonal
difficulties when the regressions become excessively loaded
with variables. Indeed, the equations specified thus far

suffer from this difficulty.
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Before discussing multicollinearity, it seems worth-
while to bring up the matter of a simple data limitation
which affects the variables designated as indicating
affluence. This problem was alluded to at the outset of
this chapter, and derives from the fact that the state
income data for famllies pertain to all of the familles in
the state: those who are suppliers of routine personal
services as well as those who are demanders of them. For-
tunately, a very nice method for avoilding this problem
altogether exists. Stigler, it may be recalled (see page
22) observed that income distribution is a relevant factor
in both the demand for and the supply of domestics. Since
Gini indexes for states may be calculated from avallable
data 1t is appropriate to include Gini index (GINI) as a
varlable in the demand and supply functions, removing D-AFFL
from the demand equations (equation 5) and S-AFFL from the
supply equations (equations 3 and 4).

Introducing GINI creates other problems for NON is
highly positively correlated with GINI and FBW 1s highly
negatively correlated with it. Several preliminary attempts
to get significant regression results for particular routine
personal service occupation groups suggested that FBW 1is a
relevant factor in the supply of female domestics, 1living-in
while GINI is the relevant factor to 1lnclude in the other
regressions. Accordingly, for F-HHOln, two models seem

worth testing: one with FBW as a supply factor and one with
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GINI as a supply factor. For all other occupation groups,
GINI is the appropriate variable in the supply equation,
and NON, FBW, and S-AFFL need to be deleted altogether from
the supply equation. Parenthetically, it seems worth point-
ing out at this juncture that the high correlation between
GINI and NON suggests that the presence of nonwhites is a
major determinant of income inequality. It may also be
worth observing that FBW is fairly highly positively cor-
related with median family income while GINI is fairly
highly negatively correlated with median income.

Another source of multicollinearity is found in the

data on wage rates. In equation 5, Pr 1s highly corre-

ps
lated with OC, the latter defined by Mincer simply as the
goling wage rate for females. An appropriate transformation

involves calculating OC as a percentage of Pr which 1is, in

ps
this model the same as wr . This new variable, call it

ps
PCNR, 1s in fact a better representation of opportunity cost
than the simple market wage rate that the wife may earn
inasmuch as PCNR 1s an expression of the net value of the
routine personal service that may be purchased to replace
home production. Moreover, 1t may be considered as a
relative price variable. This is so because the general
level of prices (PRICES in equation 5) seems likely to be
reflected in the general level of wages. Viewed in this
manner, PCNR replaces Prps’ PRICES, and OC in equation (5).

Now obviously, there 1s no way to separate the price
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relationship (which 1is relevant in the consideration of the
household as a consuming unit, abstracted from its role as
a production unit) from the wage relationship (which 1is
relevant to the consideration of the household as a produc-
tion unit which substitutes purchased routine personal
services to release a family member for remunerative labor).
But in any case, data for PRICES are simply not avallable.
How does thils transformation affect the supply equa-
tion? Unfortunately, PCNR 1is highly negatively correlated

with Pr for all of the routine personal services. Con-

ps
sequently, PCNR must replace Pr in the supply equation if

ps
prices are to be consldered as factors in both the demand
and supply equations.

One additional instance of relatively high correla-
tion is that found to exist between M-UE and F-UE. Accord-
ingly, 1t seems appropriate to drop F-UE from all regres-

sions.

These changes and deletions result in:

Supply RPS f. + f

1 5 M-UE + f

3 M-LFP + fu PCNR

+

fe GINI + f ALT (6)

5

Demand RPS

g, + g5 PCNR + g3 GINI + gy CHAR (7)

except, as noted above, for an alternative model of F-HHOin
in which FBW replaces GINI in the supply function. CHAR, in

equation (7) 1s a general term which may be interpreted as
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referring to particular factors affecting each of the
separate routine personal service occupation groups. The
varlables selected to reflect ALT are for females, the per-
centage employed outside of the private households industry
that are employed as manufacturing operatives (F-MOP), for
males, the percentage employed outside of the private house-
holds industry that are employed as operatives of all kinds
(M-0OPS), and for males and females taken together, the per-

centage employed in manufacturing industries (F-MFG).



CHAPTER VI

RESULTS OF TESTS

The reduced form equations for equations 6 and 7 are:

PONR = J, + J, GINI +j; M-UE + j, M-LFP

+ Jg ALT + Jg CHAR (8)
RPS =k + k, GINI + ky M-UE + k, M-LFP

+ kg ALT + kg CHAR. (9)

The coefficients of these reduced forms expressed in terms
of the original structural supply and demand equations

(equations 6 and 7) are:

o = Eié;;i’ I3 ="j%—F' ’ Iy = —_‘gif' ,
B 4 P y &> Y
J - Tg PO L =83 -8 fs
5 g, = Iy’ 6 g, - I, 2 fy -8
i, = S22 N . .8 T
3 fu—g2’ 4 fu-gz’ 5 fu-gZ,
£y &
_fy 8y
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Accordingly, the expected signs of the coefficients in the

reduced forms are:

32 indeterminate; if f5 is greater than g3 the
sign 1s positive; 1if g3 is greater than f5
the sign is negative;

J3, k2, k3 positive;

jh’ 35, kq, k5 negative;

36 if the structural coefficient for the
particular CHAR 1s positive, J6 is negative,
and vice versa;

k6 if the structural coefficient for the particu-
lar CHAR 1is positive, k6 is negative and vice

versa.

In other words, the coefficients for M-UE in both reduced
form equations are expected to be positive while those for
M-LFP and ALT are expected to be negative. For CHAR, the
coefficient 1s expected to be opposite its expected struc-
tural value in the PCNR reduced form, and the same as its
expected structural value in the RPA reduced form.

Table 3 has been prepared to assist the reader 1in
locating the meanings of the abbreviatlions which appear in
the analytical tables that follow and in much of the sub-
sequent narrative material. Besldes identifying the nota-

tion, the table reveals the sources of the underlying data.
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TABLE 3.--Abbreviations employed to designate variables,

Abbreviation Variable Source

F-HHOout Females cmployed In households occupuations, living-our
as a percentage of totul emplcyed temales

F~HHOin Females employed In households ﬁﬂch;
as a percentage of total empleyed fe

ations, living-in Sare as

1.€

F-HHI-0 Females employed in hou
households occupations

ehulds Industry but not in Snmeo s atove

M-HHO Males employed In hsuseholds occupztions as a per-
centuge of total employed males

M-HH1-0 Jales employed in housennlds industry but nst in ] ve
households occupations

T-LCDO “lales and females employed In launary, cleaning, =znd Jame iz oubuve
dyeing occupations as a percentage of all employe
persons

F-LCDO Females employed In launary, cl einina, an Sare :
occupatlions as a percentage of total cmp

M-LCDO viales employed in laundry, cleanine, and e SR I T Y
pations as a percentage of total emplo

F-BEA i'emales employed in halrdressing and cosmetzlo NI Lne ac at oue
pations as a percentage of total employed temzles

A-BAR Jdales employed In barcering occupations as a per- Sune as oabove

centage of total employea mules

A-80 Alales employed in shoe rep:lr ceocuputlons as i D
percentage ot total emploved males

PCNR For females c¢alculated on the basis
income ol fema.es emplayed outside
housenolds lndustry 23 a percentage
weekly 1ncome of ferulas in the particu
group to which the equatlon pertzins.,
calculated on the b s of average
all employed males as a percentage of 158 Weerly
income of males In the particular u*‘upu\i mogroup to

whizh the equation pertuins. ancther ex Ior
males wus nade in the c¢a of el=LClhu > 3
indlicates the average weexly income pt eWDlC‘eJ
females outside of the p"ifn' househol irdustry
as 4 percentage of average weekly Inocaone of males
in laundry, cleaning, and dyelng cccupatio
the case of T-LCDD, the varlzole PCLR represents
average weekly income ol 2ll employed femules out-
slde of the private households industry as a per-
centage of average weekly income (weign:ed) of all
persons employed in T-LCC20. For ii=HHU and M-HHL-O
PCNR represents average weexly ircome of ail
employed males as a percentage of average weekly
income of males employed In the private housenclds
industry. :

GINI Gini index for families and unrelated indivliduals

Ranklirni
equ;ALt;
' Tax Lata"
Economics
(August, 1
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TABLE 3.--Countinued.

Abbreviation Variable Jource

M-UE Male unemployment as a percentage ol male civilian L0 N
labor force LT

“-LFP Males in the total labor force as a percentage of 15 zbov

males 14 years old and over

as shove

F-A0pP Females employed as manufacturlng operatiw
percentage of lemales employed outslde of
private households industr

A-0P3 Males employed as ope i 15 oabove
a percertage of males
households industry

T=MFG Males and females enployed in manufacturing industriec Canee o bhioove

as a percentuge ot vl males employed

URI Unrelated individu=zls as a perzentage of total
populaticn
'-LFP Females in the total 1 a0 b opuiat i

1
Yemales ld years oida ur

Felo Averapge weexkly incone
households
of averuge weed
househcidas o2oupatl

Foretl
total
I=WCUL Maies nnd lemules ermployed - e e Ahend D | SR
tions as a percentuge of totu L
F-WCoL £ 5
A=WCUL TICR) = -
HANDE Fersons emricsved {rnonotels SIS
percentage of tovlal perso: R
RATIO Average weexk.y + e
laundering, .
as a percentig
females at i
dyelng occupi
F=WAIT Females empluyed as waltresses as a percentage ol Lell LR I U DR
total females empluyca
iM-WAIT Males employed as wulters i bartenders as a EIICI

percentage o!f total mules empioyed

-
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The results of the regressions themselves are pre-
sented in Tables 4 through 39 which appear at the end of
this chapter. In Table 4 it will be seen that the two-stage
least squares regression produced equations in which only
GINI and URI are significant at the .95 level in the
reduced forms and only PCNRhat 1s significant in the supply
structural equation. That GINI is positive in the F-HHOout
reduced form lends some support to the hypothesis regarding
the influence of income distribution. URI has the expected
sign in the F-HHOout reduced form but the sign 1is opposite
that anticipated in the PCNR reduced form equation. The
sign of PCNRhat 1n the structural supply equation (equation
4-c) 1s opposite that anticipated.

It will be recalled that Stigler, in one of his
analyses, ran some regressions that excluded southern states
(see‘page 23). Inasmuch as southern states will differ in
many respects from the rest of the country, and in char-
acteristics that are particularly relevant in a study such
as thils one, it 1is appropriate to remove the effect of this
possible source of blas. This was accomplished in the
present study by removing from the regressions the data
from Alabama, Arkansas, the District of Columbila, Florida,
Georgla, Kentucky, Louisiana, Mississippi, North Carolina,
South Carolina, Tennessee, and Virginia. The results using
data for the 37 states remaining in the universe are shown

in the lower panel of the tables. In Table 4, it will be
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seen that the only effect of removing southern states has
been the elimination of URI from any of the equations as a
significant variable.

There are three possible explanations for the positive
sign of PCNR in the supply function. One is that the supply
function for domestic labor, living-out is indeed negatively
inclined. Another 1s that there 1s some flaw in the vari-
able PCNR or in the logic underlying its use. In order to
eliminate this possibility other regressions, using the
actual wage rate for live-out domestics in the place of PCNR
were run. The results accord with those indicated in Table
4, The wage rate for domestics is negatively correlated
with the dependent variable in every regression which is
intended to estimate the supply function, indicating a
strong negative relationship between the wage rate and the
observed F-HHOout rate. In simple correlation, the wage
rate and the F-HHOout rate are highly negatively correlated
while the PCNR rate and F-HHOout are highly positively
correlated. The third possibility 1is that the observed
relationship between PCNR and F-HHOout strongly identifies
the demand relationship, and that PCNR 1s either not an
appropriate variable to include 1in the F-HHOout supply
function, or the supply function 1s more complex than is
presumed in these regressions.

That GINI 1s positively correlated in the PCNR

reduced form equation (equation U4-a) indicates that the
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effect of income distribution may be of greater consequence
in the supply function for live-out domestics than it is in
the demand function. Unfortunately GINI did not enter
strongly into either of the structural equations (4-c or
4-d) so that its relationship to both the supply and demand
for live-out domestics remains a matter of some conjecture.
Still, it will be observed that it approaches significance
in the demand equation (4-4d).

Except for PCIO, the statistical significance of the
remalning variables is so low that the results cannot be
interpreted. Although PCIO is not significant at the 95 per
cent level, its standard error is somewhat less than the
value of its regression coefficient in both of the reduced
form equations using 49 states in the regressions and in
the PCNR reduced form equation in the regressions using 37
states. PCIO, one of the variables subsumed under the term
CHAR 1n equation 7, is expected to be positively related to
the demand for live-out domestics, the idea being that the
greater the wage spread between live-in and live-out
domestics, other things equal, the greater will be the
demand for live-out domestics. In equations (4-a) and (l-e),
accordingly, the sign of the coefficlient should have been
negative. The regression coefficient in (4-b) does have the
appropriate sign.

The regressions using the 1960 data (Table 5) are much

the same as those resulting for 1950. The results for PCNR,
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GINI, and URI are about the same as those indicated for
1950, although the magnitude of the numbers is different.
For PCIO, for 1960 using only the 37 nonsouthern states

in the regressions, the reduced form results are highly
significant in the F-HHOout equation. However the sign is
opposite that expected. On the other hand, the coefficient
is negative in the equation (5-e), though rather far below
an acceptable level of significance. Also in the regres-
sions for 37 states, M-UE enters significantly in the
F-HHOout reduced form equation and F-MOP enters significantly
in both of them. The values of the coefficients for both
M-UE and F-MOP have the proper algebraic sign.

In Table 6, which pertalns to the 1960/1950 regres-
sions, PCNR 1is positively correlated with the dependent
variable in the supply function. Inasmuch as the 1960/1950
regressions constltute what may be considered another kind
of test, somewhat independent from those shown in Tables 4
and 5, 1t seems appropriate to conclude that the variable
PCNR 1is strongly positively associated with the dependent
variable. Thls strong positive relationship casts serious
doubt on the validity of including 1t as a factor 1in the
supply function for live-out domestics. In view of these
results, 1t seems plausible that for the range of values
indicated in the underlying data on wages, the supply of

live-out domestics 1s independent of thelr wage rate.
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URI, in the regressions shown in Table 6 behaves in
the same manner as 1t does in those indicated in Tables 4
and 5. PCIO has the appropriate sign in equations (6-b)
and (6-f), but its sign is opposite that anticipated in
equation (6-a). It will also be observed in Table 6 that
F-LFP 1s significant in both reduced form equations with
49 states or 37 states in the regressions. Its sign in
equations (6-b) and (6-f) are appropriate, but its sign in
the other two equations 1s opposite that expected.

For F-HHOin, it may be recalled, two models were
proposed 1n the previous chapter: one with GINI in the
supply equation and the other with FBW in the supply equa-
tlon. The regression results are shown in Tables 7 through
12.

Insofar as they are significant, the results for URI
in the regressions for F-HHOin are uniformly opposite those
antlcipated. 1In Model I, there 1s some evidence also of a
positive relationship between F-HHOin and F-MOP which 1s con-
trary to the expected result, but in Model II F-MOP 1is
insignificantly correlated in all of the regressions. 1In
Model II, FBW should enter the appropriate equations with
positive sign. But in the PCNR reduced forms, where it
enters significantly, the sign 1s negative. The behavior
of PCIO 1s similarly puzzling. Its structural relationship
in the demand equation 1is expected to be negative, the idea

belng that the greater the value of PCIO, the greater will
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be the tendency to substitute live-out domestics for live-
in domestics. Accordingly, in the PCIO reduced form, the
sign of PCIO should be positive. But it 1s negative in
every PCNR reduced form equation in both models. On the
other hand, where it does enter the demand equation sig-
nificantly, equations (8-h), (10-d4), (11-d), and (11-h),
its sign 1is negative.

For F-HHI-O, there 1s some 1ndlcation in Tables 13
and 15 of a negatlve relatlionship with M-LFP, and in
Table 14 of a positive relationship with GINI. On the other
hand, the results for GINI 1n Table 15 are opposite those
expected.

For M-HHO (Tables 16, 17, and 18) and M-HHI-O (Tables
19, 20, and 21), there 1s evidence of a positive relation-
ship with GINI in the 1950 and 1960 regressions, but the
regressions, insofar as the results are significant seem to
indicate a negative relationship between M-HHO and M-HHI-O
for 1960/1950. M-UE behaves similarly to GINI. For M-HHO
there 1s evidence of a positive association with M-UE in
both 1950 and 1960, but the relationship is negative for
1960/1950 regressions for the M-HHO and M-HHI-O reduced
forms 1s that expected. For 1950, for both M-HHO and
M-HHI-O, there 1s evidence of a positive associatlion with
F-LFP, and for M-HHO, the associatlon carries over into the
1960 regressions. But for 1960/1950, the results are mixed.

The signs are appropriate for the theory in (18-b), (18-f),
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(21-b) and (21-f), but opposite that anticipated in (18-a),
(18-e), (21-a) and (2l-e).

The regression results for laundry, cleaning, and
dyeing occupations are given in Tables 22 through 30. For
T-LCDO and M-LCDO, the results for the variable PCNR are
similar to those for F-HHOout. The relationship, wherever
it 1is significant, is positive in both the supply and the
demand equations. GINI 1s also positively correlated in
every regression where 1t 1s significant. The results for
F-LCDO and F-MOP and for T-LCDO and T-MFG are as antlci-
pated for the supply equations for 1950 and 1960, and simi-
larly for M-LCDO and M-OPS for 1950. On the other hand, in
the reduced forms, in equations (28-e), (28-f), (29-a) and
(29-e), M-OPS correlates positively with the dependent
variable., It would also appear from the regressions that
HANDE is a significant source of demand for the laundry,
cleaning and dyeing occupations. 1In Tables 25 through 30,
it will be seen that where the variable RATIO is signifi-
cant the implication 1s that it 1s negative in the demand
relationship for F-LCDO and positive in'the demand relation-
ship for M-LCDO. This indicates that the greater the male
wage rate in LCDO with respect to that for females, the
greater the substitution of male for female labor, a result
opposite that which was anticipated.

For F-BEA (Tables 31, 32, and 33) the coefficients

are mostly insignificant and there is no discernible pattern
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in the regressions which might allow one to make a generali-
zation. For M-BAR the numbers in Tables 34, 35, and 36
suggest that M-WCOL is an important element in the demand
function. PCNR, where 1t 1s significant, behaves adversely
while M-UE, 1n the structural supply equations enters with
approprlate sign in those equations where it 1s significant
(34-c, 34-g, 36-c, 36-g). For M-OPS, the results are incon-
clusive since the sign is proper in (34-c) and (34-g), but
opposite that anticipated in (36-g).

The results for M-SO (Tables 37, 38, and 39) reveal a
strong positive relationship with T-WCOL and a strong nega-
tive relationship with HANDE for 1950. For 1960, T-WCOL
i1s positively correlated with the dependent variable in the
regressions for 49 states (equations 38-b and 38-d) while
the 1mplication is that HANDE 1s positively correlated 1in
the demand relationship (as suggested by the sign in the
reduced forms 38-a and 38-e). Similarly, for 1960/1950,
equations (39-a) and (39-e) would tend to indicate a posi-

tive demand relationship for the variable HANDE.
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TABLE 6.--Two-stage least squares regression results for the rate of employment of females in households

1960/1950.
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TABLE 16.--Two-stage least squares regression results for the rate of employment of males in house-
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CHAPTER VII
SUMMARY

The data assembled in the previous chapter seems to
indicate that for most occupations in the private households
industry, the supply of labor 1s positively related to the
GINI index. The findings also suggest that the wage rate is
of little relevance in the supply of domestic labor, but
that the opportunity cost of employing a family member in
the home to do the chores that might be performed by hiring
someone else may be a relevant factor in the demand for live-
out domestics. For the laundering, cleaning, and dyeing
occupations, there 1is also some evidence that income distri-
bution 1s an important factor in determining the rate of
employment in these occupations. The lodgings and restaurant
industries apparently are an important element in the demand
relationship. The regressions for F-BEA are largely insig-
nificant while those for M-BAR indicate that M-WCOL 1is an
important factor 1n the demand for barbers, while M-UE is
an important consideration in the supply relationship. For
M-SO, there 1is some evidence that both T-WCOL and HANDE are
factors 1n demand. But the evidence for HANDE 1s somewhat
contradictory.

It seems appropriate at this juncture to summarize the
results of preliminary research which dealt with the
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relationship between the rates of employment in routine per-
sonal services and the condition of the labor market as
indicated by unemployment, labor force participation and
migration rates. In these regressions 1t was found that,
with respect to M-SO, M-BAR, and LCDO (male or female),
there was a high positive assocliation with unfavorable

labor market conditions. Many of the occupations in the
households industry were also associated with poor underlying
labor market conditions. There was no clear cut interpre-
tation of the results for F-BEA, F-HHOin and a subgroup of
F-HHOout known as babysitters.

Perhaps better results might have been achieved by
respecifylng the model. In particular, 1t might be appro-
priate to include PCIO and RATIO as endogenous variables in
an expanded system of equations. GINI might also be treated
as an endogenous variabie inasmuch as it can be expected to
be interdependent with some of the wage variables. In view
of the seemlingly peculiar results for PCNR in some of the
equations, 1t might be appropriate to make PCNR an exogenous
variable with the particular RPS rate an endogenous variable

along with GINI. This model might be of the form:

GINI = x, + x, RPS + x ALT (10)

1 P 3 M-UE + X) M-LFP + x

5

RPS = y, + y3 GINI + y, CHAR (11)

where 10 1s the form of the supply function and 11 is the

form of the demand function.
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