A Look At Wage Differentials Across Private Industries In Michigan

This article looks at wage differentials within Michigan’s industry sectors. The goal is to provide a description of the wages in each industry and explain the existing differences in those wages between industries.

High-paying industries are found in both the goods-producing group (manufacturing and construction) and in some service sectors such as utilities, professional and business services, financial activities, and health care.

Low-paying jobs are found generally in retail trade and accommodation and food services. The positive relationship between wages and educational attainment is established while looking at major occupations within industry groups.

I. Introduction

As the Michigan manufacturing sector struggles to retain jobs, employment in the service sectors continues to grow. Key questions raised by these labor market trends are:

· How do wages vary across industries, and what are the high wage sectors in Michigan?

· Do newly created jobs in the service sectors pay as well as the declining manufacturing jobs?

This article aims to examine wage differentials among industries in Michigan by looking at both good-producing and service-providing industries. Wage variability is compared within each of these industry groups and between the two sectors. Wage differentials by firm size and by occupation within each industry group are looked at to understand the cause of the variability in those wages.

I. Industry Wages in Michigan – Third Quarter 2004

a. Wage Differentials By Industry Types

The mean weekly wage for all private businesses in Michigan was estimated at $751 during the third quarter of 2004. A closer look at the private industry wages in Michigan during that period reveals a wide disparity between weekly wages paid across industries. The range (the difference between the lowest and the highest value) of the average mean weekly wage was $1,318. The lowest weekly wage was observed in accommodation and food services (eating, drinking, and lodging industries) at $239 a week, while the sector of management of companies paid a weekly wage of $1,557.  
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Source: 
DLEG/Bureau of Labor Market Information and Strategic Initiatives

Quarterly Census of Employment & Wages
Low-paying industries include retail trade and accommodation and food services (below $500 a week). Education, real estate, health care, finance, and information industries offer moderate wages on average (between $500 and $1,000 a week). High-paying industries include manufacturing, professional and business services, and utilities (above $1,000 average weekly wage)

Wage disparities also exist within industry groups but are more pronounced in the service industries.

Disparities in Wages Exist Within Each Industry Group

Mining 

The mining sector generally pays above average in Michigan with weekly average wages ranging from $847 for mining support activities to $1,048 in the mining of metal ore.

Utilities 

 The Utilities sector comprises establishments engaged in the provision of the following utility services: electric power, natural gas, steam supply, water supply, and sewage removal.  Utilities are among the highest paying sectors in Michigan reaching over $1,300 a week in the third quarter of 2004.

Construction 

The construction sector contains a diverse set of occupations. However, the overall wage in construction is very similar to the all-industry average.  Three sub-sectors are found in construction: construction of buildings ($794), specialty trade contractors ($811), and heavy and civil engineering construction ($1,063 per week).

Manufacturing 

Manufacturing is also a diverse sector in terms of its products, employment, and wages paid.  Despite the recent employment decline in this sector, it is still the single largest employer in Michigan (over 685,000 jobs in the third quarter of 2004), and it pays well. 

Table 1 below shows average weekly wages for manufacturing industries in Michigan with 5,000 employees or more during the third quarter of 2004:

· Around 40 percent of the manufacturing employment in Michigan is in transportation equipment. This sector is also the second highest paying manufacturer, after chemical manufacturing. Due to the sheer size of the transportation equipment sector, Michigan’s total average manufacturing weekly wage is at the higher end of the manufacturing wage distribution (at $1,052). In fact, only the chemical and transportation equipment manufacturing sectors pay above this average.

· Although high and low-paying industries are found in both durable and non-durable products manufacturing, high wages are found mostly in durables (transportation equipment, machinery, primary metals, electric and appliance, computer and electronic, etc.).

Table 1: Manufacturing Employment and Weekly Wages – Michigan

3rd Quarter 2004*

	 
	 
	Average
	Average

	NAICS
	Reporting
	Monthly
	Weekly

	Title  
	Units
	Employment
	Wages

	Chemical manufacturing 
	499
	27,578
	$1,357 

	Transportation equipment manufacturing 
	1,399
	243,175
	$1,308 

	Manufacturing (Total Average)
	16,041
	685,361
	$1,052 

	Machinery manufacturing 
	3,090
	75,990
	$1,027 

	Primary metal manufacturing 
	390
	27,894
	$1,000 

	Nonmetallic mineral product manufacturing 
	517
	16,952
	$996 

	Electrical equipment and appliance mfg. 
	248
	14,483
	$993 

	Computer and electronic product mfg.
	525
	19,193
	$983 

	Paper manufacturing 
	261
	14,989
	$963 

	Miscellaneous manufacturing 
	1,084
	17,638
	$865 

	Furniture and related product manufacturing 
	622
	26,441
	$864 

	Fabricated metal product manufacturing 
	3,394
	82,995
	$815 

	Plastics and rubber products manufacturing 
	712
	42,290
	$799 

	Printing and related support activities 
	1,285
	18,499
	$764 

	Food manufacturing 
	842
	34,245
	$742 

	Wood product manufacturing 
	562
	11,335
	$651 


Source: 
DLEG/Bureau of Labor Market Information and Strategic Initiatives

Quarterly Census of Employment & Wages Section.

* Only industries with 5,000 employees or more are considered.
Services 

In the service industry group are found both the highest paying (management of companies) and the lowest paying (accommodation and food services) industries in Michigan. Wages within this group vary tremendously from one sector to another and within each sector.

Retail Trade

Wages vary greatly in the retail trade sector, ranging from as low as $300 or lower a week in the clothing and clothing accessories stores to as high as over $800 for automobile dealers. The average weekly wage for this sector stood at $450 during the third quarter of 2004. Note that the highest pay in this sector is comparable to the lowest pay in manufacturing.

Professional and Business Services

This industry category contains the single highest paid sector in Michigan (management of companies). There are three distinct groups in this category in terms of paid wages: the lowest paid group is administrative and waste services (between $400 and $960 a week).  Next is the professional and technical services category such as legal, architectural and engineering services; these pay very well, between $1,000 and $1,350 a week. The highest-paying group is management of companies at over $1,550 a week (scientific research and development services, in fact, pays over $1,600 a week on average).

Health Care and Social Assistance

The average weekly wage paid in this sector in the third quarter of 2004 was estimated at a little over $700 a week. At the bottom of the pay ladder in this sector are social assistance services at around $400 a week. Next are nursing and residential facilities that pay $450 a week. Above average wages are found in hospitals ($770 a week) and in ambulatory health care services ($890). The average wage of ambulatory health care services is raised by the fact that this category includes the offices of physicians that pay over $1,200 a week.

Accommodation and Food Services

At a mean average weekly wage of $239 during the third quarter of 2004, this was the lowest paying sector in Michigan. Wages in this sector were all at the lower end of the pay ladder (between $190 in amusement parks and arcades and $324 in traveler accommodation).

b. Wage Differentials By Firm Sizes Within Industry Groups

Firm size in this case is based on the number of employees. Small firms are those employing 50 workers or fewer; medium firms employ between 51 and 249 workers, while large firms have 250 or more employees. 
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Quarterly Census of Employment & Wages Section.

Across industries, large firms tend to pay more than small firms on average, with the exception of retail and health services where pay levels display little variation.

The exception in health care may be because physician’s offices with unusually high industry wages comprise a large share of smaller firms in this sector.

Wage Distribution By Occupations Across Industry Groups

This section aims to contrast two sectors (Manufacturing and Professional and Business services) and show how the occupational makeup and educational requirements are different and correlate with the industry wage. The following chart shows the share of each category of occupations by major industry sector.
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Figure 3: Michigan’s Occupational Mix By Major Industry Division
Source: 
DLEG/Bureau of Labor Market Information and Strategic Initiatives

Labor Market Research & Forecasting Section.
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Production occupations make up 52 percent of employment in Manufacturing, while professional occupations provide 18 percent of employment in this sector. 

Sixty-four percent of production occupations require short to medium term on-the-job training (OJT), while for 26 percent of these occupations, one needs to have long-term OJT or work experience in a related field.
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As Figure 5 shows, the wage distribution for production occupations is skewed to the left. Three out of four production occupations earned below $18.50 an hour in 2003. Only two percent were paid above $27 an hour.
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Professional occupations such as lawyers, engineers, etc. require higher levels of education and training.  Over 60 percent of these occupations in Michigan require a Bachelor’s degree or above. In fact, 26 percent of these occupations require a Master’s degree or higher.
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Does the pay in professional occupations reflect these higher educational requirements? 

As Figure 7 displays, over half of professional occupations earn between $20 and $32 an hour. These tend to be occupations requiring high levels of education.  In contrast, only 18 percent of production jobs earn a similar wage range.

Consequently, industries with a greater share of professional occupations will tend to pay more than average. In fact, the highest average weekly pay is found in such an industry, namely the professional and business services industry. In this industry, professional occupations account for over 30 percent of total employment. Even in Manufacturing, those industries employing a greater share of professionals such as transportation equipment, chemicals, etc. pay higher, on average, than those that employ mostly production workers.

Hours Worked

Another variable that has a positive impact on the wage is the number of hours worked per week. 

Table 2: Average Weekly Hours Worked By Selected Industries (Annual)

	Industries

	Weekly Wages 2004
	Weekly Hours 2004

	Leisure and hospitality
	$185.95 
	22.9

	Lodging & restaurant
	$178.64 
	23.2

	Retail
	$336.55 
	29.6

	Financial Activities
	$537.54 
	34.0

	Health & Social Assistance
	$550.02 
	34.9

	Professional & Business Services
	$595.70 
	35.0

	Information
	$595.23 
	35.2

	Hospitals
	$670.51 
	36.7

	Professional, Scientific, & Technical
	$852.62 
	37.2

	Construction
	$834.77 
	38.1

	Manufacturing
	$912.87 
	42.4


Source: Bureau of Labor Statistics (Current Employment Statistics). URL address: http://data.bls.gov/PDQ/outside.jsp?survey=sm; retrieved on June 29, 2005 at 12:00pm EST.

High-paying industries (manufacturing, construction, and professional and business services) also present a longer workweek than lower-paying industries (retail and accommodation and food services). High-paying industries offer more full-time job opportunities, while jobs in low-paying sectors are often held by students and other seasonal workers mostly on a part-time basis.

II. Conclusion

This article has shown that high-paying industries are found in both good-producing and service-providing groups, and that low-paying industries are mostly in retail and in accommodation and food services. 

The article also shows that there is a direct positive relationship between average weekly wage and educational attainment; as well as between weekly wages and the numbers of hours worked per week.

One common characteristic of low-paying industries is that they comprise occupations that require lower levels of education and training (high school/GED or lower and/or short-term to moderate-term on-the-job training). The opposite is observed for high-paying industries.
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