
Unpublished Figures Link Wage Gap,
Balanced Growth  by Brad Stuart

An unpublished state government study
offers grim insights into the lack of progress in
closing the "wage gap" that leaves North Carolina
with the lowest wages in the nation.

"The proportion of high-wage jobs in North
Carolina is growing," according to a draft copy of
the study. "But among high-wage industries,
much of the gain appears to be coming in those
industries on the lower end of the high-wage
scale."

Written for the state Department of Ad-
ministration, the "Balanced Growth Technical
Report" is designed to provide the economic
analysis necessary to Governor James B. Hunt,
Jr.'s Balanced Growth Policy. Although the report
was due to be published in January, 1979, a series
of delays, reviews and revisions have pushed the
publication date back to November or December,
according to officials. Part of a draft copy of the
report, however, has been reviewed by the N.C.
Center for Public Policy Research.

The technical report researchers ranked 369
categories of industries according to the wages
they paid in 1976, and then set out to see how North
Carolina employment has been shifting among the
various industries. By assuming that each
industry paid its 1976 wages throughout the years
covered by the study - 1962 through 1976 - the
researchers ignored inflation and other factors.
They isolated the changes in North Carolina wages
due to changes in the "industrial mix" - the type
of industry that exists in the state.

Overall, the mix barely improved, boosting
average weekly manufacturing wages by only four
dollars, from $158.55 to $162.77. The increase
reflects the fact that the proportion of high-wage
jobs increased - from 18.9 percent of the total in
1962 to 22.9 percent in 1976. The proportions of
medium- and low-wage jobs both slipped two
percentage points, to 29.2 and 47.9 percent
respectively.

This may actually overstate the proportion of
high-wage jobs. The "high-wage" category is high
only compared to other North Carolina manu-
facturing jobs. On a national scale, many of these
jobs are not high-wage at all.

Of the 369 industries, the top third (123
industries) were called "high wage," the next third
"medium wage" and the rest "low wage." Here's
what happened, according to the draft report, in
the three industrial groupings.
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• Low-wage jobs. "The average wage for
low-wage jobs added was lower than the average
for the mix of low-wage jobs already in the state in
1962."

• High-wage jobs. "The average wages for
the mix of high-wage jobs reached a peak in 1970
and then declined to a level slightly below the
average for 1962."

• Medium-wage jobs. "Only medium-wage
jobs as a group appear to be gaining in average
wages and then only slightly. Ironically, it is this
group which is declining as a share of total
manufacturing."

The  wage  structure of industrial  jobs
in non -metro regions has  deteriorated
even  as industrial growth has
accelerated.

The report draft sums up by stating, "The net
effect of all three of these trends (in high, medium
and low-wage industries) is to dampen the impact
of new jobs on the wage structure and, in some
cases, to lower the average for the existing mix."

The figures most relevant to the Ad-
ministration's Balanced Growth Policy are those
that show what is happening in different areas of
the state.

The Balanced Growth Policy emphasizes
industrial growth in the more rural regions. The
idea is that, with the help of federal and state
investments, growth can be equitably "dispersed"
or "balanced" across the state, instead of being
concentrated in a few metropolitan areas. Yet
figures in the policy's technical report show that
the character of industrial growth in rural regions
is a primary reason for the continuing wage gap.

The  quantity  of industry has become more
geographically "balanced." The share of total
manufacturing jobs in "metro regions"* has
declined from 79 percent in 1962 to 72 percent in
1976. Meanwhile the share in "non-metro" regions
increased from 21 to 28 percent.

The  quality  of jobs in the two areas, however,
has become more unbalanced. The wage structure
of industrial jobs in non-metro regions has
deteriorated even as industrial growth has
accelerated.

* A "metro" region is any of the state's 18 multicounty planning
regions which contains an urban area large enough to be a
Standard Metropolitan Statistical Area (SMSA).
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The non-metros in 1962 already had a lower-
wage industrial mix than the metro regions, with
average weekly wages of $149.58 compared to
$160.96 for metro regions. Over the next 14 years
the average wage of new jobs added in the non-
metro regions was "about $7.00 below the existing
mix of jobs at the beginning of the period ...
whereas, the average wage of the jobs added in the
metro regions was about $14.00 more than the
existing mix." The new jobs decreased the average
wage in non-metro regions by $3.00, while
increasing the average metro wage by $8.00.

One reason for the deterioration of the
industrial mix in rural areas is that "low-wage

jobs in the non-metros grew over two and one-half
times as fast as manufacturing as a whole,
accounting for their substantial increase in share."
High-wage jobs also increased. However, "in the
non-metros, the mix of new high-wage jobs added
paid on the average $29.00 less than the mix of
existing high-wage jobs in 1962."

The figures represent the fundamental
paradox built into the Balanced Growth Policy.
The policy's twin aims are to close the wage gap
and to disperse industrial growth across the
countryside. The two goals appear to be
incompatible.  

Another Feather in the State Auditor's Cap
An article in the Winter, 1978, issue of this magazine pointed out the

valuable work of the operational audit program of the state auditor's
office, citing the discovery by auditors of almost $14.7 million of clerks of
court funds in non-interest bearing accounts. In their most recent report
the operational auditors provided the results of their review of the Office
of State Personnel, including a finding that OSP's method of calculating
legislative salary increases unnecessarily cost the state $850,000.

This is the latest in a series of operational audits, first initiated in
1974, that are among the most revealing and potentially the most useful
of state documents. The auditors also found the SPO Central Applicant
Referral System (CARS), developed at a cost of $168,000, "had not
proven successful" since only 52 of 4,000 hirings were accomplished
under the system. This will come as no surprise to the many applicants
for state jobs who thought CARS would accomplish its intended purpose
of improving application procedures. CARS, like most other systems for
the uninitiated and non-political, simply hasn't worked. Other findings
in the auditor's report pointed out

• inequities in salary increment increases;
• variations in salary rates from the official salary schedule;
• exchanges of employees among state agencies that confused cost

accounting;
• delays and red tape in the Competitive Services System required

for some positions by the federal government;
• lack of proper inventory controls over Competitive Service tests;
• a backlog of work in many sections;
• errors, underutilization, and duplication in the personnel ad-

ministration computer system; and
• several other OSP activities that "could benefit from .. .

attention ..."
In its description of OSP the auditor's report also recognizes some

encouraging personnel activities such as the increased emphasis on
executive training, affirmative action, and communication between
supervisors and employees. The report includes a six-page response
from OSP to the auditor's findings which in some cases cites
contributing factors beyond the control of OSP.

Perhaps the most provocative aspect of this latest operational audit
is that it is the first of a series of inquiries that will eventually extend to
all major departments' personnel operations. The careful review of these
reports promises to provide a good idea of what is right about the state's
management of personnel, and what is wrong. Hopefully, someone will
pull the findings and their implications from all of these audits for the
benefit of those who establish the policies and make the laws.
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