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crais. Thatis, maiy Studies report there is
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J. Hall and Jeffrey B. Lieberman take ex-

ception to this view.

Using a 15-year panel data set that is
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sive in its measures of compensation than

data nsed in earlier recearch Hall and
Gala used 1n anier research, nian and

Lieberman conclude that when ceo’s hold-

inog of stock and stock ontiong are con-
ngs of stock and stock options are con

sidered, the elasticity of pay to perfor-
mance is about 3.9, This is rnnoh]v 20
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times larger than earlier estimates that con-
sidered salary and bonus only.

However say Hall and L1eberman
“We do not claim that current Ceo con-
tracts are efficient. Nor do we claim that
current pay-to-performance sensitivity is
sufficiently high. ... However, we believe
that our findings do contradict the claim
that ceo contracts are wildly inefficient
because there is no correlation between
performance and pay. Our evidence dem-
onstrates that the fortunes of ceos are
strongly related to the fortunes of the com-

panies they manage.”

if you can’i read this ...

.. you may face heavy financial penalties
in the American labor market, according
to the oecp Centre for Educational Re-
search and Innovation report Education
Policy Analysis 1997. Of 12 countries that
participated in the first two waves of the
International Adult Literacy Survey, the
United States reported the largest relative
earnings disadvantages for workers who
had very poor basic skills.

The earnings disadvantage applied for
poor skills both at understanding informa-
tion from written texts and at applying
arithmetic operations to situations encoun-
tered in day-to-day living. Somewhat
alermingly, about one-fifth of the U.S.
population aged 16 to 64 was found to be
at Level 1 (very poor skills) on the “prose
scale” and a similar proportion were at
Level 1 on the “quantitative scale.”

On the prose scale, the smallest pen-
alties were reported in Sweden, while
Germany had the smallest penalty for
very poor skills on the quantitative scale.
Only 7.5 percent of working age Swedes
were at Level 1 in prose and only 6.7
percent of Germans were rated as hav-
ing very poor quantitative skills.

ments to see what the
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longer
term, they write in the Bank’s Economic
Letter, a small, but statistically significant,
uptrend in new permanent dismissals as a
share of employment combined with a
more pronounced downtrend in new quits
as a share of employment suggest that job
security has been declining. When they
turn to recent short-run data, however, they
find rates of permanent dismissal and quits
are not different from what one would
expect given the 20-year trend and con-

temporaneous unemployment rates.

Monthly Labor Review

Thus, they conclude that the impact of
the possible long-run deterioration of job
security on observable behavior by work-
ers and ﬁrms has been relatively small and
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the recent behavior of dismissais and quub
does not appear to repre much of a
departure from or acceleratio nof 1“1g term
trends.

Can we measure job
quality?

Twenty-five years ago we thought we

e

could, according to Chris Tilly in his in-
dustrial Relations Journal article. “ Arrest-
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issue. And, finally, the definition of a good
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may value different things in a job than

arlier oenerations did

earlier generations did.

These issues make it nearly impossible
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measure of job quality, according to Tilly.
Thus, he snooests reviewing evidence on
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seven dimensions of job quality, each of
which measure some important part of the
concept for today’s labor market wages,
fringe benefits, due process (protection
from arbitrary discipline), hours flexibil-
ity, job permanence or security, upward
mobility, and control over the work pro-
cess. Oddly enough, Tilly leaves out a
measure of occupational status. The sta-
tus concept is one of the two that in a sum-
mary of earlier research he notes, “Despite
their shortcomings, earnings and occupa-
tional status are not bad as quick-and-dirty
measures of job quality. ” O
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