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The average weekly earnings of factory production workers surpassed the
$100 mark in June 1963, a new milestone in U.S. economic history. The latest
Bureau of Labor Statistics figures show that there were some 12. 5 million pro-
duction workers in all manufacturing industries combined; their average weekly
earnings of $100. 61 were a product of hourly earnings averaging $2.46 and a work-
week of 40. 9 hours including 3. 0 hours of overtime at premium pay.

Long-term Trends

The factory worker's gross earnings in June 1963 were more than 10 times
their level in 1909 when such figures were first compiled. In that year, factory
production workers earned a little under $10 for a 51-hour week.

During World War I, factory earnings increased from $11 in 1914 to $22
in 1919 when factory production workers accounted for 32 percent of all employees
in nonfarm payrolls (as compared with 22 percent in 1963). They passed the $25
mark in 1920 and hovered around the $21 - $26 level until the depression, which
pushed earnings down to less then $15 in March 1933.

Earnings recovered slowly, not averaging $25 again until 1940. They nearly
doubled during World War II, reaching $47 in late 1944. After a brief drop in the
postwar period, earnings hit the $50 level in September 1947, and then increased
rapidly to $7 5 by May 1955.

The Significance of Changes in Earnings

Real earnings. Although the factory worker in June 1963 earned 10 times as
much as his predecessor of 50 years ago, the substantial increase in the cost of
living during the last half century has meant that his increase in real earnings has
been considerably less. In 1914, weekly earnings averaged $10.92, or about one-
ninth of the current $100 level, but when adjusted for price changes by the BLS
Consumer Price Index, the "real11 earnings for that year become about one-third of
those estimated for June 1963. In purchasing power, this represents a three-fold
rather than a nine-fold increase. Similarly, while gross earnings have doubled since
1947, the gain in real terms (i.e. , adjusted for price changes) has been about 50
percent. Nevertheless, these were truly significant gains, made possible in large
part by advances in productivity. Output per man-hour (in constant dollars) increased
by 54 percent in manufacturing between 1947 and 1962.

Spendable earnings'. Another factor that has to be considered in evaluating
gross earnings is the growing importance during the last two decades or so of
Federal income taxes and Social Security deductions.

Up until 1943, the gross weekly earnings series was a reasonably satisfactory
measure of the spendable earnings (take-home pay) of the factory production workers.
However, with the extension of Federal income tax coverage to all wage earnings in
that year and the subsequent increases of the income tax liability and the Social
Security rate, there has been a growing disparity between the factory worker's gross
earnings and his take-home pay. In June 1963, the average factory worker with 3
dependents earned $100. 61 but took home $88. 38 of this amount. By contrast, in
1947, such a worker retained $47. 58 out of $49. 17. After adjustment for price
changes, average spendable weekly earnings for this worker rose about one-third
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Selected Earnings Data for Production Workers in Manufacturing

Year and month
Areraee weekly earnings

Current
dollars

Constant
dollars

Current
dollars

Constant
dollars

Average hourly earnings

Current
dollars

Constant
dollars

Current
dollars

Sonstant
dollars

Junes
1963
1962
1947

Annual averages:
1962
1947
1940
1920..
19U

$100.61
97.27
49.29

96.56
49.17
24.96
26.02
10.92

•94.74^
92.37
64.18

91.61
63.20
51.15
37.28
31.20

•88.38
86.11
47.68

85.53
47.58
24.71
26.02
10.92

•83.222/
81.78
62.08

81.15
61.16
50.64
37.28
31.20

•2.46
2.39
1.22

2.39
1.22

.66

.55

.22

•2.322/
2.27
1.59

2.27
1.57
1.35

.79

.63

•2.37
2.31
1.18

2.31
1.18
(2/)
(2/)
(/>

•2.232/
2.19
1.54

2.19
1.52
(2/)

2 / Worker with 3 dependents.
2 / Estimated, based on May 1963 Consumer Price Index*
y Not available*

(from a $61.16 average in 1947 to $83.22 estimated for June 1963). The differences
between gross earnings and spendable earnings cannot be viewed as a loss from the vantage
point of the wage earner, since he is purchasing future security and Government
services with these deductions; however, they represent a reduction in the earnings
which the worker has available for living expenses.

Fringe benefits. In recent periods, factory workers1 earnings have been
supplemented by employer contributions on their behalf for such benefit programs as
pensions, life insurance, and health care. In addition, although there has been no
discernible pattern in changes in the standard workweek, in hours of work paid for,
or in the extent of overtime, there has been a gain of additional leisure for the
workers through increases in paid time off--chiefly vacations and holidays.

A BLS study in 1959 showed that an estimated 6 percent of gross payroll
expenditures in manufacturing industries was for paid leave, and 5.4 percent for
private welfare plans. *

Post World War II Developments2

Factory production workers, who accounted for 1 of every 5 workers on
nonfarm payrolls in 1963, have made notable gains in hourly and weekly earnings
since the close of World War II despite slowdowns during four recessions. The

Employer Expenditures for Selected Supplementary Remuneration
Practices for Production Workers in Manufacturing Industries, 1959, BLS Bufletin
1308 (1962), (ip. 7, table 1).

2For a detailed analysis, see "Trends in Earnings of Factory Workers, 1947
to I96011 by Irving Stern and Herman Travis, Monthly Labor Review, August I960,
pp. 809-821.
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rise was the result of higher wage rates, as reflected in figures on straight-time
average hourly earnings. In constant dollars of purchasing power, straight-time
hourly earnings rose from $1. 52 in 1947 to $2. 19 in 1962, accounting for all of the
gain in real weekly earnings, (The factory workweek was the same--40.4 hours--
inboth 1947 and 1962.)

There is no continuous, overall measure of wage rates as such; however, the
figures on average hourly earnings, exclusive of overtime, are a rough indicator of
wage rate trends and of average wage levels. It must be remembered that the figures
include premium pay for shift differentials, and other pay above the basic wage rates
(for example, incentive earnings). Moreover, the averages may change slightly
when there are shifts in relative employment between high- and low-wage occupations
and industries even when specific wage rates have not been changed.

Gross factory earnings have risen by over $3 a week per year in moving from
anannual average of $49. 17inl947to $96. 56in 1962. (It should be pointed outthat earnings
may not average $100 or over in 1963, partly because they were well under that level
for the first 4 months of 1963, and partly because of the seasonal decline in the factory
workweek which usually occurs in some months later in the year.) Much of the increase
occurred within the 10-year period 1947-56 when earnings picked up by almost $30
per week. This was also the period of most rapid increase in prices since World
War II.

Cyclical effects. Although factory earnings did not decline on an annual average
basis in the 17-year postwar period--contrasted with cutbacks in most of the recession
phases of business cycles for which data are available between 1909 and 1947--they
still reflected the effect of cyclical developments. Between 1947 and 1948, weekly
earnings rose by $3.95, but the rise was only $0.76 in 1949, a recession year. In
1954, another recession trough, earnings remained unchanged over the previous year
following a sharp pickup from 1949 to 1953. Smaller-than-average increases were
also noted in 1958 and 1960-61. The increase between 1961 and 1962 averaged $4.22;
between June of 1962 arid 1963, it was $3. 34.

Of the two components in the calculation of average weekly earnings, the
factory workweek and hourly earnings, the factory workweek--a lead indicator in
cyclical fluctuations--has been the component which gives the cyclical character
to the factory earnings series. In every business downturn, average weekly
hours have declined perceptibly. In contrast average hourly earnings--unlike the
prewar experience when they did indeed recede when business conditions worsened--
have increased even during recessions in the postwar period, although at a slower rate.

Industry Differentials

While $100 actually represents the average weekly gross pay of 12. 5 million
factory production workers covering many widely varying industries, there are wide
differences from industry to industry. The first industry group to surpass the $100
average weekly earnings level was petroleum--in September 1955. A year later,
production workers in primary metal industries reached the $100 level, closely
followed by the workers in the transportation equipment industry. By June 1963,
workers in 13 out of the 21 major industry divisions within manufacturing averaged
over $ 100 per week. The highest current earnings level continued to be in the
petroleum products industry--over $130 per week. On the other hand, weekly earnings
well below the $100 average have persisted in several of the nondurable goods indus-
tries. Two notable examples are apparel and related products and textile mill products.
In June 1963, earnings in these two industries averaged $61. 32 and $69. 53
respectively.

In general, durable goods industries have had higher average weekly earnings.
The sector as a whole first went over the $ 100 mark in June 1961 and averaged $100. 10
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in that year. In June 1963, the average earnings figure stood at $109. 15. In contrast,
workers in nondurable goods have not as yet reached the $90 level and it will probably
be several more years at the present rate of increase before they reach $ 100. Their
earnings averaged $88. 80 in June 1963.

The Decline in Factory Employment

The remarkable gains in manufacturing productivity have enabled the factory
production worker to increase his real earnings and to extend the amount of leisure time
available to him. At the same time, however, the rise in real output per man-hour has
reduced the demand for his services, particularly since World War II. In June 1963,
the number of production workers on factory payrolls was actually 200,000 less than
in June 1947; over this same period, total employment grew by more than 10 million
or about 18 percent. The following illustrates the relative decline of factory pro-
duction worker employment during the last 16 years.

Production Workers in Manufacturing Industries
As & oex^cent Oi~*

Mbnfarm
June Thousands Total payroll Manufacturing

employment emDlovment

1963 12,537 17.8 22.1 73*9
1947 12,764 21.4 29.2 83.3

Annual
ayerages

1962 12,417 18.3 22.4 74.1
1947 12,990 22.5 29.6 83.6

Earnings in Nonmanufacturing Industries

Although earnings data are most complete and extend over the longest span
of years in the manufacturing sector, the BLS has extended its coverage over the
years to include several nonmanufacturing industries.3 At present, the BLS
publishes earnings statistics for production workers in mining and contract construc-
tion and for nonsupervisory workers in wholesale and retail trade (excluding eating
and drinking places). In addition, data are published covering many employees in
transportation and public utilities; finance, insurance, and real estate; and several
of the services industries. (See table C-6, in this report.)

Production workers in contract construction earned $121.73, compared with
an annual average of $96. 56 for workers in manufacturing in 1962. Workers in mining
also earned considerably more than the average factory production worker in 1962--
$110.70. Average weekly earnings are much higher in these two industries, because
of the highly seasonal nature of the work and other reasons. Workers in these indus-
tries average fewer weeks of employment throughout the year than in manufacturing
in most nonrecession years. In contrast, nonsupervisory employees in trade--an
industry which includes a high proportion of part-time and intermittent workers--
earned $75. 08 during 1962,considerably below the manifacturing average.

3 In addition, occiipational wage surveys are conducted periodically in
important industries.

VI

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

July 1963


