
CHAPTER THREE

B
etween 1993 and 1999 in Mexico, and 1994
and 1999 in Canada and the United States,
employment grew faster than the labor force,

thereby resulting in lower unemployment rates. Fur-
ther, the reduced length of unemployment spells and
a decline in the proportion of job losers in total
unemployment reflected improved labor market
conditions in Canada, Mexico and the United States.
The number of workers who stopped looking for
employment because they believed they would not
find it, known as “discouraged workers,” decreased in
the three countries and, together with reduced
unemployment duration, indicated increased job
opportunities. In addition to unemployment, this
chapter will examine nonstandard or unconvention-
al employment, because some types of this are con-
sidered to be forms of underemployment. Likewise,
an increasing number of workers were employed in
nontraditional forms of employment, such as tem-
porary employment, part-time employment and
self-employment, even though the increase in tradi-
tional employment exceeded that of nonstandard
employment in 1994–1999.

3.1 UNEMPLOYMENT

3.1.1 Evolution of Unemployment

After reaching high levels during the recession of the
early 1990s, unemployment in Canada began to

decline in 1994, eventually dropping to 7.6% in 1999
(see figure 3.1). That year, the number of unem-
ployed stood at 1.2 million, almost 324,800 fewer
than in 1994. In fact, in 1999 the unemployment rate
reached a ten-year low. Nevertheless, during this
period unemployment levels remained above the
1984–1989 average, when unemployment decreased
substantially. A similar trend occurred in the United
States, where a steady drop in unemployment levels
starting in 1993 cut unemployment by 3.1 million
between then and 1999. As illustrated in figure 3.1, in
1999 both the unemployment level and the rate of
unemployment in the United States were the lowest
they had been in two decades. It is worth noting that,
although employment growth slowed in the United
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Since unemployment and other related concepts are defined
differently in the three countries, data comparability is some-
what limited. In addition, conceptual and methodological
changes have been made that affect series comparability, such as
the changes introduced in1994 to the U.S. Current Population
Survey. Canada modified its Labour Force Survey in 1997 and
revised its series by using new weighting based on the latest cen-
sus data. In Mexico, the National Employment Survey (Encues-
ta Nacional de Empleo) did not undergo any substantial
changes. The conceptual differences and characteristics of data
sources used for each country are described in appendix B.
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FIGURE 3.1 Unemployment in North America, 1980–1999

Note: For Canada and Mexico, data refer to workers aged 15 and over; for the United States, data refer to workers aged 16 and over. For Mexico, data since
1984.

Sources: For Canada, Statistics Canada, Labour Force Survey; for Mexico, STPS-INEGI, Encuesta Nacional de Empleo, with estimated data for the years in which
surveys were not conducted; for the United States, Bureau of Labor Statistics, Current Population Survey.
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States in 1998 and 1999, the greater reduction in
labor force growth meant that the unemployment
rate continued to decline. After 1997, the decline in
Canada’s unemployment rate was greater than that
of the United States, which slightly reduced the dif-
ference in the unemployment rates between the two
countries that had existed since 1982. It should be
noted that unemployment is defined somewhat dif-
ferently in the two countries; when the Canadian
data are adjusted to be more comparable with Unit-
ed States data, the 1998 unemployment rate falls by
0.8 percentage points.1

In Mexico, unlike Canada and the United States,
the unemployment rate rose significantly in the first
three years of the 1993–1999 period, clearly reflect-
ing the economic downturn of those years. In 1995,
almost 1.7 million people were unemployed, result-
ing in an open unemployment rate of 4.8%. In urban
areas, the unemployment rate reached 6.2%. As illus-
trated in figure 3.1, starting in 1996, the unemploy-
ment rate began to drop, until reaching 1.7% in
1999; thus, the unemployment level was cut by more
than half compared with 1995. In urban areas of the
country, the unemployment rate dropped by 3.7 per-
centage points between 1995 and 1999.

In Mexico, the unemployment rate was signifi-
cantly lower than in Canada and the United States;
even in periods of recession, unemployment rates
never exceeded 5%. Among the factors that influ-
enced this situation were the lack of unemployment
insurance in Mexico and falling real wages, both of
which made it difficult for people to remain in condi-
tions of open unemployment. This situation was
reflected in a high percentage of the population being
employed in so-called informal activities, as noted in
chapter 2. The difficulty of remaining unemployed
was also indicated by unemployment duration, which
was substantially less in Mexico than it was in Cana-
da and the United States. In addition to these factors,
Mexico’s low unemployment rates reflected differ-
ences in the definition of unemployment from the
definitions utilized by Canada and the United States.
If the definition of unemployment is adjusted to
make it more comparable to those of the other two
countries, Mexico’s 1999 unemployment rate almost
doubles, rising from 1.7% to 3.1%.2 Despite these
adjustments, Mexico’s unemployment level still
remains low when compared with the rates of other
countries at comparable levels of development. How-
ever, this low unemployment rate does not accurately

reflect the adverse conditions affecting the Mexican
labor market; it is therefore necessary to analyze the
conditions of the employed population.

3.1.2 Supplementary Employment 
Indicators

The unemployment rate provides a measurement of
adverse economic conditions, because it indicates the
size of the unused labor force. However, in certain
cases, the employed population is subject to condi-
tions that may reflect levels of underemployment or
underutilization of the working-age population.
Supplementary unemployment indicators have
therefore been developed in Mexico, Canada and the
United States to permit a more accurate analysis of
actual labor force conditions. These indicators are
different in each country; accordingly, to make the
data more comparable, the Canadian and U.S. indi-
cators were defined in accordance with those of Mex-
ico.3 Due to the importance of this group in Mexico’s
employment, we have added an indicator showing
the number of workers employed in small, unincor-
porated establishments.

In Mexico between 1993 and 1999, some of the
supplementary employment indicators tended to
decrease while others increased and continued at
high levels. The latter included the percentage of
workers with incomes below the minimum wage,
which amounted to 18% of the labor force in 1999,
and the employment rate in unincorporated micro-
businesses, which stood at 16.8% in the same year.4

When the open unemployment rate is added to
these indicators, the unemployment and underem-
ployment levels of the Mexican labor force
approached 20%. As illustrated in figure 3.2A, the
indicator of employment in microestablishments
steadily increased, regardless of the economic cycle,
although the increase was substantially higher dur-
ing the crisis of 1995. On the other hand the rate of
part-time employment for economic reasons (the
“TOPRMD”), the part-time employment rate
(workers who work fewer than 15 hours per week
(the “TOP”), and the alternative open unemploy-
ment rate, which includes discouraged workers (the
“TDAA”), all displayed cyclical behavior during the
same period, with increases in years of crisis and
decreases in years of economic improvement.5

In Canada, the most relevant supplementary
employment indicators in terms of magnitude were
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the proportion of the labor force working fewer than
15 hours per week (5.5% of the labor force in 1999)
and the level of involuntary part-time workers (4.5%
of the labor force in 1999). After adding the open
unemployment rate to these indicators, the propor-
tion of the labor force that was underemployed, as
measured by these indicators, was 13.1% and 12.1%,
respectively, in 1999. These indicators declined
steadily after 1993; furthermore, their pattern was
cyclical in nature, with significant increases in times
of economic downturn (see figure 3.2B).

In the United States, as in Canada, the trend in
the supplementary employment indicators was
downward between 1994 and 1999. The most
important indicators in terms of magnitude were
the proportions of the labor force employed for
fewer than 15 hours per week and part-time workers
for involuntary reasons, although their levels were
much lower than they were in Canada. When the
unemployment rate is added to these indicators,
underemployment in the U.S. labor force in 1999
totaled 8.6% and 7.6%, respectively (see figure
3.2C). As was the case in Canada, the behavior of
these indicators was cyclical in nature.

3.1.3 Reasons for Unemployment

A significant proportion of unemployment in North
America was involuntary, as indicated by the high
proportion of people who were unemployed for rea-
sons such as company financial problems or contract
termination in the total unemployment figures in
Canada, Mexico and the United States. Although this
pattern persisted throughout the 1994–1999 period,
the level of unemployment for involuntary reasons
dropped in the three countries. In this section, the
analysis of the causes of unemployment will focus
only on workers who lost their jobs involuntarily and
those who left their jobs voluntarily. In other words,
the unemployed who had no work experience and
those who reentered the labor force are excluded.

In Canada, a total of 473,800 workers lost their
jobs in 1999 involuntarily, while 123,103 left their
jobs voluntarily. In the same year in the United
States, 2.8 million workers lost their jobs involuntar-
ily and another 734,000 left their jobs voluntarily. As
illustrated in figure 3.3, even though involuntary
unemployment accounted for a considerable pro-
portion of total unemployment in both countries,

0

5

10

15

20

25

1991 1993 1995 1996 1997 1998 1999

Percentage of the labor force

Open unemployment rate (1)

Unemployment + workers with < 15
hours (2)

Open unemployment + involuntary
part-time workers (3)

Open unemployment + discouraged
workers (4)

Unemployment + workers earning
minimum wage (5)

Open unemployment + workers in
unregistered microbusinesses (6)1

2

3
4

5

6

FIGURE 3.2A Mexico: Unemployment Rate and Supplementary Employment Indicators,1991–1999

Note: Data refer to workers 15 years of age and older. 
Source: STPS-INEGI, Encuesta Nacional de Empleo.
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there was a continuous decline in the proportion of
persons who lost their jobs involuntarily. In Canada,
involuntary unemployment relative to total unem-
ployment between 1994 and 1999 was lower than at
any time since 1980. In fact, 57% of the reduction in
unemployment between 1994 and 1999 was the
result of fewer persons being involuntarily unem-
ployed. In the United States, the number of workers
who were involuntarily unemployed in 1999 was
31% lower than it had been in 1994; this accounted
for 53% of the decrease in unemployment reported
during this period. The percentage of workers who
lost their jobs involuntarily also fell steadily, reaching
the lowest percentage in 17 years during the final
year of the period (see figure 3.3).

In Mexico, the number of workers who lost their
jobs involuntarily was 318,294 in 1999, while the
number of workers who voluntarily left their jobs
was 275,344. Until 1993, the percentage of workers
involuntarily unemployed had been much lower than
in Canada and the United States. However, in 1995,
the economic crisis not only led to a major rise in the
open unemployment rate, but also substantially
increased the number of persons unemployed for

involuntary reasons. In fact, 73% of Mexico’s unem-
ployment increase between 1993 and 1995 was due to
causes such as company closure, personnel cutbacks
or the termination of employment contracts. As illus-
trated in figure 3.3, starting in 1996, the percentage of
people who were involuntarily unemployed in Mexi-
co began to drop, so much so that, by 1999, 47 out of
every 100 unemployed workers—10 fewer than in
1995—had lost their jobs involuntarily.

In all three countries, involuntary unemployment
affected both men and women, although it was more
common among men. For example, in Canada, 46 of

0

5

10

15

20

25

1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Percentage of the labor force

Open unemployment (1)

Employment + workers
with < 15 hours (2)

Open unemployment +
involuntary part-time
workers (3)

Open unemployment +
discouraged workers (4)

2

3 4

1

FIGURE 3.2B Canada: Unemployment Rate and Complementary Employment Indicators, 1984–1999

Note: In 1997, the definition of involuntary part-time work changed. Thus, figures prior to this date are not comparable. 
Source: Prepared by the Secretariat of the Commission for Labor Cooperation from data from Statistics Canada, Labour Force Survey.

“Unemployment for involuntary reasons” includes persons
who lost their jobs because of company financial problems,
company closure, company physical relocation, end of the 
season, or contract termination. “Unemployment for volun-
tary reasons” includes persons who left their jobs because of
illness, dealing with family responsibilities, change of resi-
dence, going to school, or dissatisfaction with their jobs (see
appendix B).
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every 100 unemployed male workers lost their jobs
involuntarily in 1999, while the ratio for women was
33 of every 100. In the United States, 51 of every 100
unemployed male workers lost their jobs involuntar-
ily in 1999; the ratio for women was almost 38 of
every 100 unemployed women workers. In Mexico,
the story was much the same, although the percent-
age of men involuntarily unemployed was higher
than it was in Canada and the United States, while the
ratio for women was lower. For example, in 1999, 74
of every 100 unemployed male workers lost their jobs
involuntarily, while the ratio for unemployed females
was 26 of every 100. In Canada and the United States,
these ratios improved between 1994 and 1999 for
both men and women, because in both cases, the per-
centage of involuntary unemployed decreased,
though the decline was more pronounced for
women. In the case of Mexico, an improvement was
seen after 1996, with a very similar decrease for both
men and women.

It should be noted that in Canada and the United
States, a substantial number of unemployed persons
were workers reentering the labor force. In Canada, a
majority of these workers had been outside the labor

force for more than a year.6 Between 1994 and 1999,
the number of such unemployed workers as a per-
centage of total unemployment increased in Canada,
reaching 35% of total unemployment in 1999,
whereas in the United States the ratio remained
almost unchanged. In addition, the number of
unemployed persons seeking work for the first time
in the United States and Canada increased dur-
ing this period. Cleary, finding work was more diffi-
cult for workers who had no employment experience
and for those reentering the labor force who,
depending on the amount of time they had been out
of the labor market, found that their skills had
become obsolete.

3.1.4 Permanent Loss of Employment

In this section, we will analyze the permanent loss of
employment in Canada, Mexico and the United
States, that is, workers who lost their jobs and who
did not expect to return to these former jobs.
The data for the three countries are not perfectly
comparable, because they come from different types
of surveys. For Canada, data were taken from 
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FIGURE 3.2C United States: Unemployment Rate and Complementary Employment Indicators,
1980–1999

Note: No data are available for workers earning the minimum wage in 1996.
Source: Prepared by the Secretariat of the Commission for Labor Cooperation from data from the Bureau of Labor Statistics, Current Population Survey.
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FIGURE 3.3 Involuntary Unemployment in North America, 1980–1999

Note: For Mexico, data include unemployed workers reentering the labor force. Data are available for these years only. For Canada and Mexico, data refer to
workers aged 15 and over; for the United States, data refer to workers aged 16 and over. 

Sources: For Canada, Statistics Canada, Labour Force Survey; for Mexico, STPS-INEGI, Encuesta Nacional de Empleo; for the United States, Bureau of Labor Sta-
tistics, Current Population Survey.
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the Labour Force Survey, complemented with
results from the Survey of Labour and Income
Dynamics.7 For Mexico, data came from the Nation-
al Employment Survey. For the United States, data
were taken from the Displaced Workers Survey (see
appendix B).8

In Canada, a total of 387,500 persons were per-
manently laid off in 1999, representing 32% of total
unemployment that year. This figure was a signifi-
cant improvement over previous years, because the
number of people permanently laid off in 1999 was
the lowest since 1981 (see figure 3.4). The drop in
permanent unemployment in Canada was partly
reflected in the number of persons applying for
Employment Insurance, which decreased from
893,337 in 1994 to 692,533 in 1998. It is important to
note that only 80% of workers who lost or left their
jobs for no justifiable cause in 1998 had access to
employment insurance benefits, whereas the remain-
ing 20% did not fulfill the requirements.9 Most of the
workers permanently laid off during that period
were men (64% of the total in 1999); however, the
percentage of women increased steadily, reaching
36% of total unemployment in 1999.

According to the results of the Survey of Labour
and Income Dynamics, Canadian workers displaced
from their jobs between 1993 and 1995 were more
likely to earn less in their new jobs than were work-
ers who left their jobs voluntarily. The results of this
survey also indicated that the possibility of increas-
ing income depended on educational level and occu-
pation. For example, 16% of workers with a second-
ary school diploma who lost their jobs in that period
raised their income levels, whereas 34% of workers
with university degrees saw their incomes rise. Simi-
larly, the proportion of workers in professional occu-
pations and the natural and social sciences who
found better-paying jobs was greater (33%) than that
of workers engaged in sales or the provision of serv-
ices. Another survey result indicated that the 
percentage of women who lost their jobs and then
found better-paying positions was lower than the
corresponding figure for men.10

In the United States, the drop in permanent unem-
ployment was reflected in a decrease in the number of
workers displaced from their jobs for reasons such as
company closure or relocation, lack of work, or elim-
ination of their specific jobs.11 According to data from
the Displaced Workers Survey, between 1997 and
1998, 4.2 million persons were permanently laid off,

meaning a displacement rate of 3.4% compared with
the average employment level at that time.12 The
number of people displaced from their jobs during
this period was 933,000 lower than the level reported
for the 1993–1994 period, and 819,000 lower than
that observed during the 1991–1992 recessionary
period; nonetheless, the levels remained higher than
those registered in earlier periods. As illustrated in fig-
ure 3.4, the permanent loss of employment was cycli-
cal in the three countries, with major increases during
recessions and substantial reductions during periods
of economic expansion.

Data taken from the same survey show that the
main cause of job loss in the United States was com-
pany closure or change of corporate domicile.
Between 1997 and 1998, 46 of every 100 jobs lost
were for those reasons, while the next most impor-
tant reason was lack of work. Compared with the
reasons for unemployment observed during previ-
ous periods, no significant changes were noted. Just
over half of workers displaced at this time were
between 25 and 44 years of age. Most of the workers
who were laid off had been working in manufactur-
ing (23.9%) and in retail trade (17.2%). While this
had been the pattern since 1981–1982, the percent-
age of workers displaced from manufacturing fell
substantially, while the percentage of workers dis-
placed from services and retail trade increased,13 even
though the displacement rate decreased in all three
industries.

Generally speaking, the conditions of U.S. workers
who were permanently laid off between 1997 and
1998 improved in comparison with the conditions of
workers displaced during 1995–1997. First, a high
percentage of these workers (80.1%) had found new
jobs by the time of the survey (February 2000),
although the percentage was slightly lower than that
recorded for the previous period. Furthermore, the
duration of unemployment of displaced workers was
generally short, a high percentage (43%) finding
work within five weeks, though the time it took to
find a job depended on workers’ educational levels.
Workers who had some uncompleted university stud-
ies and those with lower educational levels (uncom-
pleted secondary) had less trouble finding a job than
did workers with a postgraduate degree. This situa-
tion was reflected in the lower number of weeks of
unemployment reported for such workers (3.3 and
3.6 weeks, respectively) compared with 6 weeks for
those with a postgraduate degree.
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FIGURE 3.4 Permanent Layoffs in North America, 1980–1999

Note: For Canada, data refer to workers laid off on a permanent basis; for Mexico, data refer to involuntary unemployment, i.e., workers, laid off due 
to company closures or reduction of personnel; for the United States, data refer to persons who lost or who left their jobs due to plant or company
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Sources: For Canada, Statistics Canada, Labour Force Survey; for Mexico, STPS-INEGI, Encuesta Nacional de Empleo; for the United States, Bureau of
Labor Statistics, The Displaced Workers Survey.
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Considering only full-time salaried workers who
lost their jobs between 1997 and 1998 and were
employed at the date of the survey, it is noteworthy
that the majority (57.4%) had full-time jobs when
the survey was conducted. This is three percentage
points higher than the level observed in 1993–1994.14

Likewise, 61% reported that their compensation was
the same or higher than it had been at their previous
job, although a substantial percentage (24%) said
that their compensation was 20% lower.15

In Mexico, the main reasons for permanent lay-
offs were company closures and downsizing. In
1999, 212,195 people were permanently laid off
from their jobs. This figure was almost three times
lower than the number of persons laid off in 1995,
when the economic crisis seriously affected employ-
ment. Nonetheless, as shown in figure 3.4, this level
remained higher than it had been before 1995.
Most of the employees laid off in 1999 (63% of the
total) were men. It should also be noted that perma-
nent job loss was more frequently the cause of
unemployment for men than for women. Data from
the 1999 National Employment Survey show that
23% of female unemployment was essentially the
result of company dismissals, bankruptcy or reloca-
tion; for men, the corresponding figure was 44.7%.

Workers who suffered permanent layoffs had
been working primarily in the manufacturing sector;
retail trade; or professional, social and personal serv-
ices. In 1999, 51% of permanently laid-off workers
had been employed in these industries. This was also
the case in 1995, although that year the construction
industry played an important role in permanent job
loss. In addition, the most affected workers were
those with the lowest and highest levels of education,
although the displacement rates for such workers
were still very low.16 This pattern did not substantial-
ly change from that prevailing in 1995.

3.1.5 Duration of Unemployment 

The drop in unemployment rates in the three coun-
tries between 1994 and 1999 occurred in conjunc-
tion with a steady reduction in the average duration
of unemployment. In Canada and the United States,
although this trend was a significant improvement
over the early 1990s, the average duration of unem-
ployment in 1994–1999 remained higher than it had
been in 1984–1989. This had a particular impact on
older workers, who faced longer periods of unem-

ployment than younger workers. As illustrated in fig-
ure 3.5, changes in unemployment duration were
cyclical in the three countries, with substantial
increases during times of economic downturn and
noticeable decreases in periods of growth.

The incidence of long-term unemployment in
North America decreased between 1994 and 1999,
and its levels remained far below those observed in
the European OECD countries. In 1999, the percent-
age of workers unemployed for six months or more
was 21.4% in Canada, 6.8% in Mexico, and 12.2% in
the United States, compared with 63.3% for the
European OECD countries.17

In Canada, unemployed persons remained out of
work for an average of 18.7 weeks in 1999, 7 weeks
less than in 1994. This decrease was observed
throughout the period, although unemployment
spells remained longer than those seen during the
1980s. In the United States, unemployed workers
took less time to find a job than they did in Canada
but more time than they did in Mexico. The average
number of weeks of unemployment in the United
States declined, reaching 13.4 weeks in 1999, or 5.4
weeks less than the average in 1994 (see figure 3.5).
Nevertheless, as in Canada, average unemployment
duration in the United States during this period
remained longer than the average observed between
1984 and 1989. This difference is partially explained
by the slower rate of employment growth in both
countries between 1994 and 1999, compared with
the 1984–1989 period (see chapter 2). In Mexico, the
average duration of unemployment was much lower
than it was in Canada and the United States. In 1999,
the average was 8.8 weeks, or 9.9 weeks less than in
Canada and 4.6 weeks less than in the United States.
As was the case with its trade partners, in Mexico the
average number of weeks of unemployment declined
after 1996, although such reductions were smaller.

In all three countries, unemployed women gener-
ally remained unemployed for less time than men
did. The most pronounced differences were in
Canada, where the average duration of unemploy-
ment for women was 17 weeks in 1999, or 3.1 weeks
less than the average for men. This difference
remained more or less constant throughout the
1994–1999 period. In the United States, women also
took less time than men did to find a job, although
the difference was substantially reduced, from 3.3
weeks in 1994, to just 1.3 weeks in 1999. This change
was the result of a greater reduction in the average
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duration of unemployment for men than for
women. In Mexico, differences in unemployment
duration between men and women were small. It
should be noted that, in all three countries, differ-
ences in the duration of unemployment for both
men and women were greater for older workers; in
other words, young workers took less time to find a
job, irrespective of their gender.

Difficulty in finding a job tended to increase with
age; that is, younger workers tended to take less time
to find jobs than the adult population did, even
though the open unemployment rate was higher for
younger workers. This difference was found in all
three countries and affected both unemployed men
and women. In Canada in 1999, the duration of
unemployment averaged 11.2 weeks for unemployed
persons aged between 15 and 24 years old while, for
those aged 45 years and over, almost double that time
was reported. A similar difference prevailed in the
United States and Mexico, where unemployed young
people had less trouble finding jobs than their older
counterparts did. In the United States, unemployed
persons between 16 and 19 years of age remained

unemployed for an average of 9.5 weeks in 1998,
almost half the time recorded for unemployed per-
sons between 45 and 54 years of age, and more than
half the time reported for unemployed persons
between 55 and 64. In Mexico, the average duration
of unemployment for young people in 1997 was 8.1
weeks, 4 weeks less than the average duration report-
ed for unemployed persons between 45 and 54 years
of age.

It is worth noting that, in both Canada and the
United States, between 1994 and 1999, and in Mexi-
co between 1995 and 1997, the average duration of
unemployment decreased for all age groups, with the
greatest reductions observed among the oldest
groups: those between 45 and 64 years of age in the
United States, those aged over 45 in Canada, and
those aged 65 and over in Mexico. This suggests that
the more favorable employment conditions that
occurred during this period had a positive effect on
older workers, who took less time to find a job. This
is also supported by the fact that these workers had a
substantial reduction in their rate of unemployment
in the same period (see figure 3.6).

FIGURE 3.5 Unemployment Duration in North America, 1980–1999

Note: Average number of weeks of unemployment.
Sources: For Canada, Statistics Canada, Labour Force Survey; for Mexico, STPS-INEGI, Encuesta Nacional de Empleo; for the United States, Bureau of Labor

Statistics, Current Population Survey.
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3.1.6 Who Was Affected by 
Unemployment?

In North America, as in other parts of the world, the
workers most affected by unemployment were young
people. Furthermore, in economic downturns, the
youngest workers tended to be the first to feel the
effect, because their unemployment rate rose faster
than those of the older age groups (see figure 3.6).
This difference predated NAFTA and did not change
significantly after 1994. In all three countries,
although the unemployment rates of younger work-
ers declined, they remained the highest rates of
unemployment of any age group.

In Canada in 1999, the unemployment rate for
youths 15 to 24 years old was 1.8 times higher than
the average rate for all unemployed persons, even
though, starting in 1998, the unemployment rate for
this segment of the population fell substantially for
the first time since 1994. The unemployment rate
dropped for both young men and young women.
Nevertheless, young Canadian workers still repre-
sented a large proportion of total unemployment. In
1999, 30 of every 100 unemployed persons were
between 15 and 24 years of age.

In the United States and Mexico, the unemploy-
ment rate for young people fell faster than it did for
the other age groups. In the United States, in 1999,
the unemployment rate for workers between 16 and
24 years old (9.9 %) was the lowest it had been since
1980. This was the result of better employment
opportunities for young people, as reflected in a con-
siderable increase in their employment rate that year.
Although the unemployment rate declined for young
men and women, this group of workers continued to
represent a large proportion of total unemployment
in the United States. In 1999, the number of young
unemployed workers in the United States was 2.2
million, or 37% of total unemployment.

In Mexico, young people also had higher unem-
ployment rates than adults did. In 1999, the unem-
ployment rate was 2.9% for workers between 15 and
24 years old, almost double the overall unemploy-
ment rate. During that year, the number of unem-
ployed young workers was 283,881, accounting for
just over 50% of total unemployment. As with other
groups in the labor force, the unemployment rate for
young workers fell steadily after 1995, and at a faster
rate than that of other age groups. In 1995, young
workers were the most affected by the recession; their

unemployment rate was not only the highest (8.3%)
but also registered the largest increase. The same
trend occurred in Canada and the United States,
where the unemployment rates of young people dur-
ing years of recession rose faster than did those of
other age groups.

Education was another factor that influenced the
unemployment rate. In Canada and the United
States, the workers most likely to be unemployed
were those with the least education whereas, in Mex-
ico, workers with middle education (those who had
completed secondary school or had post-secondary
studies) were the most susceptible. It should also be
noted that, in Canada and the United States, posses-
sion of an educational diploma had an important
effect on the unemployment rate, which was consid-
erably lower for workers who had completed a given
educational cycle than for those who had not. In
Mexico these differences were minimal and were
apparent only in periods of economic downturn. It is
worth noting that, in Canada and the United States,
better-educated workers not only were the least like-
ly to be unemployed, they also received the highest
average wages (see chapter 4).

In 1999, the highest unemployment rates in Cana-
da were found among workers with less than eight
years of education and those who had not completed
secondary school. As shown in figure 3.7, the unem-
ployment rates for these workers were 12% and 14%
respectively in 1999, three times the unemployment
rate for workers with university degrees. In fact, the
unemployment rate dropped by more than half for
workers who were high school graduates compared
with those who were not. In addition, Canadian
workers with the lowest educational levels constitut-
ed a large proportion of the total unemployed popu-
lation. In 1999, of every 100 unemployed workers, 33
had not completed secondary school, although their
proportion in total unemployment had dropped
steadily. In contrast, the proportion of unemploy-
ment accounted for by workers who had completed
post-secondary education or higher actually
increased. In fact, 45% of the decline in unemploy-
ment between 1994 and 1999 was among workers
with lower educational levels.

In the United States, as in Canada, the highest
unemployment rates were found among workers
with the lowest educational levels. In 1998, the
unemployment rate for workers between 25 and 65
years old whose highest level of education was com-
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pleted secondary school or lower was almost four
times higher than for workers who had a university
degree—the group with the lowest unemployment
rate. As illustrated in figure 3.7, and as was the case in
Canada, completing an educational cycle had a large
effect on reducing the unemployment rate of work-
ers in the United States. For example, in 1999, the
unemployment rate for persons with a university
degree was one percentage point lower than the rate
for persons who did not have a university degree.

In Mexico, the workers most likely to be unem-
ployed were those with a middle education; i.e.,
those who had completed secondary or post-second-
ary studies. These workers not only had the highest
unemployment rate in 1999 but also accounted for a
large proportion of total unemployment (48%) that
year. The lowest unemployment rates were for work-
ers with six years of education or less, a situation that
might be related to the lower average earnings of less
educated workers, since lower earnings makes it
more difficult for such workers to remain unem-
ployed. After 1995, unemployment rates fell at all
educational levels, with the largest reductions
observed for workers who had not completed sec-
ondary studies (see figure 3.7). Unlike Canada and
the United States, in Mexico there were virtually no
significant differences in the unemployment rate
between workers who had completed a given educa-
tional cycle and those who had not. In fact, workers
who had completed secondary education had a
slightly higher unemployment rate than those who
had not completed secondary education.

3.2. JOB TENURE 

In addition to the rates and characteristics of unem-
ployment, job tenure is another variable that allows
us to analyze labor market conditions. Measured by
the average number of months or years worked with
the current or the last employer (see appendix B), this
variable helps us to assess levels of job security. Gen-
erally speaking, the perception of job insecurity is
related to trends in and levels of unemployment and
to national economic conditions; thus, as the unem-
ployment rate falls and the economy improves, work-
ers’ perception that their jobs will last increases. How-
ever, this indicator should be interpreted with a
certain degree of caution. In periods of economic
improvement, this indicator may increase; but it may

also decrease, because workers have more job options
and, therefore, greater mobility. Moreover, in times of
economic difficulty, perceived job security may
decline because of company layoffs. Studies conduct-
ed by the OECD show that job insecurity, as meas-
ured by workers’ perception of lesser job stability, rose
in the OECD countries between 1992 and 1996.18

According to this report, the percentage of salaried
workers concerned about their future in the company
increased from 28% to 35% during that period.

As illustrated in figure 3.8, the trend in job tenure
indicates increased job security for workers in Cana-
da and Mexico and almost no change for workers in
the United States between 1991 and 1999. The
increases in Canada and Mexico were partly due to
the growing average number of years of service of
employed women, as well as to the increased propor-
tion of older workers in the employed labor force. As
we shall see below, on average, older workers tended
to stay in their jobs longer than young people did.
The average number of years of seniority in a partic-
ular job depended on the worker’s age and gender
and the industry in which he or she was employed. It
should also be noted that the data refer to all work-
ers in Mexico, and to wage salaried workers in Cana-
da and the United States.

In 1999, Canadian workers had been with their
current or last employer an average of eight years,
longer than the duration recorded in 1994. Although
gradual, this trend toward increased job stability had
begun in 1979. Increased job tenure primarily
occurred among female workers, with almost no
changes being registered for men. Consequently, the
difference between men and women in the average
number of years in the same job fell from 2 years in
1994 to 1.5 years in 1999. Job stability among women
had been increasing steadily since 1982, when the
average number of years worked with the same
employer was 5.3 years for women. Thus, over a 17-
year period, the average job tenure for women
increased by almost 2 years, while for men the corre-
sponding increase was only 0.2 years.

In the United States, salaried workers had an aver-
age tenure of 6.6 years in the same job in February
1998, which was only slightly less than the average
reported for previous years. In general, male workers
had worked longer with the same employer than
female workers had, though this difference had been
narrowing rapidly since 1983. On the one hand, job
tenure of employed women increased considerably;
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on the other, the average number of years in the same
job for men steadily declined. This trend reduced the
difference in the average job duration of men and
women from 2.3 years in 1983 to 1.6 years in 1991
and to 1 year in 1998.

In Mexico, average job tenure was longer than in
Canada and the United States. This was partly due to
the greater proportion of the labor force employed in
Mexico’s agricultural sector, where job tenure is much
greater than in other industries. If we exclude agricul-
tural workers, the average number of years worked
with the same employer decreases from 8.9 to 7.1
years in 1999, a level similar to that of the United
States. As in Canada, the job tenure of Mexican work-
ers increased between 1991 and 1999, basically
because of the increase reported for women, with vir-
tually no change recorded for men. In 1999, the dif-
ference between the average number of years of
employment in the same job for men and women was
2.3 years, less than the 3.2 years recorded for 1991.

Although the job stability of Canadian and Mexi-
can workers increased, and it remained basically

unchanged in the United States, the proportion of
employed workers with an average of less than one
year’s seniority in their jobs remained high (see fig-
ure 3.9). In Canada, 22 of every 100 workers had an
average of one year or less in their current job in
1999. The ratio for the United States was 26 of every
100 salaried workers in 1998, while for Mexico, it
stood at almost 23 of every 100 workers in 1999.

Age was another factor that influenced the aver-
age length of employment in the same job. The
younger the worker, the less time he or she remained
in the job, conversely, the older the worker, the longer
he or she remained in the job. Although this pattern
is a function of the worker’s age, the greater labor
mobility of young people may also be related to fac-
tors such as school attendance, because it is more
common for this group of workers to leave their jobs
to resume studying. In turn, the lesser mobility of
older workers may be related to factors such as the
loss of benefits acquired due to job seniority and the
greater difficulties encountered by these workers in
finding new employment.
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Note: For Canada and Mexico, data refer to workers aged 15 and over; for the United States, data refer to workers aged 16 and over and are for Feb-
ruary 1998 and January 1991.

Sources: For Canada, Statistics Canada, Labour Force Survey; for Mexico, STPS-INEGI, Encuesta Nacional de Capacitación, Educación y Empleo; for the
United States, Bureau of Labor Statistics, Current Population Survey.
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In 1998, in the United States, salaried workers 24
years of age and under had an average of one year
working for their current or last employer, whereas
this average increased to 7.8 years for workers
between 40 and 44 years of age, and to 13.6 years for
those between 60 and 64 years of age. Between 1991
and 1998, average job tenure declined slightly in all
age groups. In general, the largest reductions were
found among the oldest workers. In Canada, the
average number of years worked in the same job was
higher than it was in the United States, for all age
groups. In the group accounting for the main pro-
portion of employment—workers between 25 and
44 years of age—duration was one year longer in
Canada. In Mexico, there were similar differences,
with younger workers having the fewest years in their
current or last employment. However, average job
tenure in Mexico was higher than it was in the Unit-
ed States, among all age groups.

The average length of employment in a particular
job also varied by industry. Excluding agriculture,
workers in sectors characterized by higher average

educational levels had greater job stability than those
working in industries with lower educational levels,
such as social and personal services and trade.

In all three countries, the industry with the high-
est average number of years in the same or last job
was agriculture. In Canada, the average length of
employment of workers in agriculture was 16.4
years, double the average of all industries in 1999; in
the United States, it was 11.3 years in 1998; and in
Mexico, it was 16.3 years in 1997. However, it is
worth noting that, in Canada and the United States,
agriculture represented only a small percentage of
total employment, whereas in Mexico, it accounted
for 20% of total employment. Other industries with
higher than average job tenure were financial servic-
es, transportation and public services. The industries
with the least job stability were wholesale and retail
trade and social and personal services. In Canada,
workers engaged in trade had remained an average of
6.1 years with their current or last employer in 1999,
almost two years less than the average for all indus-
tries. Meanwhile, in the case of services, the average
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job tenure was 5.1 years.19 In services, short job
tenure is most prevalent in professional and techni-
cal services, one of the most important industries in
terms of job creation between 1994 and 1999, not
only in Canada but in the United States and Mexico
as well. In Mexico, the average length of employment
of workers in trade was 6.3 years in 1997, almost
three years less than the average for all industries.
Average job duration was 7.5 years for workers in the
service sector, also below the national average.

In manufacturing, an important source of
employment in the three countries and one of the
most important industries in terms of job creation
between 1994 and 1999, average job tenure was
above the average for all industries in Canada and
the United States but below the average in Mexico. In
Canada, workers in manufacturing had an average
length of employment of almost one year more than
the average for all industries in 1999, while in the
United States, it was an additional 1.4 years in 1998.
It is worth noting that job security varied among the
different sectors of manufacturing; in general, indus-
tries with more skilled workers offered greater job
stability than those employing less-skilled workers.
For example, in the United States, the highest average
tenure in the same job was found in basic metals,
transportation equipment, oil and coal derivatives,
and paper and derivatives. Most of these industries
were also very successful in creating jobs after 1994.
On the other hand, industries with the least job sta-
bility were the manufacture of wooden furniture,
toys and sports articles, and garments, where work-
ers were usually less skilled. With the exception of the
first, employment declined in these industries
between 1994 and 1999. This indicates that indus-
tries that required more skilled workers had a greater
need to retain their employees, either because they
had invested in their education and training or
because it was more difficult for them to find skilled
workers.

3.3 GROWTH OF NONSTANDARD
EMPLOYMENT

During the 1980s and 1990s, “nonstandard” (or
“atypical”) employment increased in North Ameri-
ca. A growing number of workers were engaged in
forms of employment, such as temporary, part-time,
and self-employment, that differ from traditional

employment, even though, from 1994 to 1999, the
increase in traditional employment exceeded that of
nonstandard employment. Some of these types of
nonstandard work are considered as a form of
underemployment of the labor force. These nonstan-
dard forms of employment varied among the three
countries. In the United States, the most frequent
form of atypical employment was part-time work,
while in Canada and Mexico, the most common
forms were part-time work and self-employment.

These types of nonstandard unemployment are
examined in this chapter because a profile of North
American labor markets would not be complete, and
might even be misleading, if these important sectors
of the labor force were excluded. Furthermore, a
number of benefits associated with traditional
employment such as medical insurance, pensions
and unemployment insurance, may not be available
to some nonstandard workers, which subsequently
affects their income and welfare levels.20

The greater incidence of nonstandard employ-
ment meant that the three countries required more
and better information on this kind of employment.
This is one reason the countries modified their labor
force surveys, as was done by Canada in 1997, the
United States in 1994, and Mexico in 1995. Similarly,
new or complementary employment survey databas-
es were created.

3.3.1 Temporary Employment 

In the United States, Canada and Mexico, increasing
attention has been focused on temporary or contin-
gent employment. This category includes a large
variety of workers, ranging from highly paid consult-
ants to service workers earning very low wages. In the
United States, “alternative and contingent employ-
ment arrangements” are measured by means of a
supplement to the Current Population Survey. The
supplement has been conducted every two years, in
February, since 1995. For Canada, data come from
the Labour Force Survey, while in Mexico data are
from the National Employment Survey; these sur-
veys began to compile more information on tempo-
rary employment in 1997 and 1995, respectively. The
relative novelty of these data precludes any descrip-
tion of long-term trends. However, it does provide
more information on temporary employment pat-
terns in the three countries than can be obtained
from any other source.
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United States
The data from the complementary survey on contin-
gent labor in the United States show that, in Febru-
ary 1999, 2.4 million workers held jobs of a casual or
temporary nature, accounting for 2% of all salaried
workers. Compared with 1995, this was a reduction
of 295,000 temporary workers. This reduction was
probably due to the robust nature of the economy
during this period; i.e., low unemployment and solid
employment growth. It is worth noting that, in 1999,
the number of temporary workers increased slightly
from the figure reported in 1997; this was essentially
the result of an increase in temporary employment
among women, because the incidence of temporary
employment decreased among men.

The characteristics of temporary work meant that
this kind of employment was more frequent among
part-time workers than among full-time workers. In
1999, 5 of every 100 part-time workers worked on a
temporary basis, whereas the rate for full-time work-
ers was only 1 of every 100. Most temporary workers
would have preferred a full-time job, although
between 1995 and 1999 the percentage of workers
expressing a desire to work on a temporary basis
increased. Many contingent workers are young peo-
ple. In 1999, 44 of every 100 temporary workers were
between 16 and 24 years of age, which was influenced
by the fact that most of these workers were students.
It is interesting to note that a low level of education
did not necessarily coincide with temporary employ-
ment: in 1999, most of these workers had a level of
uncompleted university studies or higher.21

In the United States, workers with temporary
employment contracts tended to receive lower aver-
age wages than workers with permanent contracts. In
1999, the average wage for full-time temporary
workers was $360 per week, which was equal to 66%
of the average wage for nontemporary workers. This
difference may have been influenced by the age
structure of this category of workers, which, as
already indicated, was younger than that of workers
in traditional jobs. It is worth bearing in mind that
the average wages of younger workers are generally
lower than those of older workers. Wages for tempo-
rary workers varied between men and women, and
this difference was higher than for workers with per-
manent employment. In 1999, the average pay for
women in full-time, casual employment was 26%
lower than that of men, whereas the difference for
workers in traditional jobs was 22%.

Workers in temporary jobs were less likely than
other workers to receive benefits from their employ-
ers; moreover, many of them were not covered under
labor laws and social programs in the three coun-
tries. In the United States, only 12.4% of temporary
workers had medical insurance coverage paid for by
the employer in 1999, compared with 53.9% of non-
temporary workers. Likewise, only 5% of temporary
workers were covered by an employer pension plan,
compared with 44% for noncasual workers. These
figures, compared with those reported in the 1995
survey, showed a slight improvement for both tem-
porary and nontemporary U.S. workers.

Canada
Data from the Labour Force Survey show that, in
1999, there were 1.5 million workers with temporary
contracts in Canada, 162,000 more than were report-
ed in 1997. This increase accounted for 25% of the
growth in total salaried employment between 1997
and 1999.

The rate of temporary employment among
Canadian salaried workers during this period
increased only slightly, reaching 12.1% in 1999, 0.7
percentage points higher than in 1997. There were
no significant differences in the incidence of tempo-
rary employment between men and women. In
1999, 12 of every 100 salaried women workers in
Canada had a temporary or casual job, while the
percentage for men was only slightly lower (11.6%).

Data on nonstandard forms of employment are not strictly
comparable among the three countries. In the United States, a
temporary or contingent worker is defined as a person who
does not have an explicit or implicit long-term job. The basic
element used to determine whether a worker fits this defini-
tion involves deciding whether the job is temporary or not
expected to last. Currently, the BLS obtains three measures of
contingent work; the definition used in this section is wage
and salary workers who declared that they would work for one
year or less and had worked for one year or less in their cur-
rent job. The main reason for selecting this definition is that it
is closer to the definitions used in Canada and Mexico. In
these latter countries, temporary employment is defined as
salaried workers whose jobs have a preestablished termination
date or will conclude when a specific project comes to an end
(see appendix B).
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As in the United States and Mexico, young workers
(aged between 15 and 24) in Canada represented a
sizeable proportion of temporary workers (40% of
total temporary employment in 1999). This pattern
contrasted with the age structure of workers with a
noncasual or permanent contract, which was char-
acterized by a high percentage of workers aged
between 25 and 54. Moreover, young workers were
more inclined to take temporary employment,
which may have been due to the fact that they often
combined work with their studies. In 1999, 20% of
workers between 15 and 24 years of age had tempo-
rary jobs, while the percentage for other age groups
ranged between 7% and 9%.

Mexico
In Mexico, there were 1.9 million temporary salaried
workers in 1999, or 8 of every 100 salaried workers.
The incidence of temporary employment did not
change significantly between 1995 and 1999. Most
casual workers were men; however, the rate of tem-
porary employment among men was very close to
the rate among women. Temporary workers in Mex-
ico were less likely to receive benefits than were per-
manent workers. For example, in 1999, 21% of work-
ers in temporary jobs did not receive any benefits,
compared with 3.6% of workers with permanent
employment contracts. It should be noted that these
data on casual labor apply only to workers with writ-
ten contracts specifying that the employment is for a
given time or project. However, a significant percent-
age of salaried workers had only a verbal contract,
most of whom (84% in 1999) did not receive any
kind of benefit.

Workers in temporary or casual jobs in Mexico
were mainly concentrated in the 25-to-54 year age
group, whereas in Canada and the United States,
most temporary workers were in younger age
groups. However, there were gender differences in
this respect in Mexico; among women, temporary
employment was high in the youngest age groups.

Where Were Temporary Workers Employed?
In Canada and the United States, most temporary
workers were employed in social and personal serv-
ices and trade. Furthermore, in both countries, the
latter industry saw the largest increase in temporary
employment. In Mexico, most temporary workers
were employed in manufacturing and in social and
personal services (see table 3.1).

In 1999, 57 of every 100 temporary workers in
the United States were employed in social and per-
sonal services and almost 17 of every 100 in trade,
mainly in retail trade. It should be noted that the
rate of temporary employment in these industries
had not only dropped, it was also very low: in 1999,
temporary workers accounted for only 1% of total
employment in services and 2% of total employ-
ment in trade. Between 1995 and 1999, this type of
employment decreased in almost all industries,
except for trade.

In Canada, workers with temporary contracts
were also concentrated in the social and personal
services and in trade. The incidence of temporary
labor in these activities was low, though higher than
in the United States. For example, 9.6% of salaried
workers employed in trade in 1999 were casual work-
ers, while 90.4% had permanent contracts. In the
area of services, 14.2% of workers were contingent or
temporary workers. In Canada, most casual workers
in services were employed in educational, health, and
social welfare, hospitality, and food preparation serv-
ices. Other industries with a high incidence of casual
workers were construction and administrative sup-
port services for businesses; in the latter, approxi-
mately 24% of salaried workers had temporary
employment contracts in 1999.

3.3.2 Self-Employment

As indicated in chapter 2, salaried employment is the
most common form of employment in the three
countries of North America. The second most com-
mon form in all three countries is self-employment
(see figure 3.10). The growth of self-employment
may have been the result of a shortage of salaried
employment. Throughout North America, the
growth of this type of employment continued during
economic downturn, when employment among
salaried workers suffered major decreases (see figure
2.5, chapter 2). The growth of self-employment may
also have been due to specific government policies
that promoted the creation of small businesses, gen-
erally managed by people who are self-employed, or
it may simply have been the result of personal prefer-
ence. With regard to this last possibility, one study
conducted for the countries of the European Union
showed that, in 1996, 38% of self-employed workers
were very satisfied with their employment, compared
with only 30% of salaried workers.22
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TABLE 3.1 Casual Workers by Economic Activity in the United States, Canada and Mexico

UNITED STATES

1995 1997 1999

Thousands % Thousands % Thousands %

Total 2,739 100.0 2,385 100.0 2,444 100.0
Percentage of salaried employment 2.4 2.1 2.0

Agriculture 77 2.8 45 1.9 73 3.0
Mining1 8 0.3 7 0.3 5 0.2
Construction 315 11.5 293 12.3 183 7.5
Manufacturing 274 10.0 176 7.4 159 6.5
Transportation and communications2 104 3.8 60 2.5 86 3.5
Commerce 367 13.4 353 14.8 413 16.9
Financial services, insurance and real estate 55 2.0 86 3.6 54 2.2
Social and personal services3 1,465 53.5 1,293 54.2 1,393 57.0
Government 74 2.7 67 2.8 76 3.1

CANADA

1997 1998 1999

Thousands % Thousands % Thousands %

Total 1,298 100.0 1,395 58.5 1,459 100.0
Percentage of salaried employment 11.4 11.8 12.1

Agriculture 34 1.2 41 1.7 41 2.8
Mining1 42 1.5 42 1.8 43 2.9
Construction 111 4.0 113 4.7 118 8.1
Manufacturing 117 4.3 117 4.9 132 9.0
Transportation and communications2 54 2.0 56 2.3 60 4.1
Commerce 147 5.4 173 7.3 184 12.6
Financial services, insurance and real estate 45 1.6 48 2.0 49 3.4
Social and personal services3 640 23.4 694 29.1 583 39.9
Government 108 3.9 110 4.6 113 7.8

MEXICO

1995 1999

Thousands % Thousands %

Total 1,570 100.0 1,863 100.0
Percentage of salaried employment 8.1 8.0

Agriculture 51 3.2 24 1.3
Mining1 44 2.8 40 2.1
Construction 134 8.6 130 7.0
Manufacturing 425 27.1 576 30.9
Transportation and communications2 74 4.7 102 5.5
Commerce 211 13.4 208 11.2
Financial services, insurance and real estate 100 6.4 158 8.5
Social and personal services3 362 23.1 428 23.0
Government 159 10.1 202 10.9

Note: For the United States, temporary workers are salaried workers who do not expect their jobs to last more than one more year and have been in their current jobs for
one year or less. For Canada and Mexico, temporary workers are salaried workers whose employment has a predetermined termination date or will end upon the con-
clusion of a specific project.

1 For the United States and Mexico, mining includes gas and oil extraction; for Canada, it includes forestry activities, fishing, and gas and oil extraction.
2 Transportation and communications includes public services and storage.
3 In Mexico, social services include hotels, restaurants and other services.
Sources: For the United States, Bureau of Labor Statistics, Contingent and Alternative Employment Arrangements; for Canada, Statistics Canada, Labour Force Survey; for

Mexico, STPS-INEGI, Encuesta Nacional de Empleo.
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Evolution of Self-Employment
Mexico had the highest percentage of self-employed
workers in North America, accounting for 25% of
total employment in 1999. This was influenced by
the high proportion of employment in agriculture,
where the incidence of self-employment was gener-
ally higher than in other industries. When agricul-

ture is excluded, the percentage of self-employment
relative to total employment falls to 21%. Another
factor was the high percentage of informal employ-
ment in Mexico, where self-employment predomi-
nates. Between 1993 and 1999, self-employed work-
ers as a proportion of total employment dropped by
2.6 percentage points. Furthermore, during this peri-
od, self-employment increased by 733,457, which
meant a substantially lower contribution (11%) to
the growth of net total employment than that of
salaried employment (89%), which increased by 5.6
million (see figure 3.11).

In Canada, the number of self-employed persons
reached 1.6 million in 1999, 404,600 more than in
1994. This form of employment grew steadily in the
1980s and 1990s, including recessionary years in
which salaried employment contracted (see figure
3.11). Self-employment as a percentage of total
employment also grew continuously; by 1999 it
accounted for 11% of the total employed population.
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FIGURE 3.10 Employment by Type of Worker in North America, 1999

Note: Data for Canada and Mexico refer to workers aged 15 and over; for the United States, to workers aged 16 and over.
Sources: For Canada, Statistics Canada, Labour Force Survey; for Mexico, STPS-INEGI, Encuesta Nacional de Empleo; for the United

States, Bureau of Labor Statistics, Current Population Survey.

In all three countries, self-employed workers are people who
work for a profit or fee in their own business or profession or
on their own farm. However, there are certain fundamental dif-
ferences. To facilitate comparison with the data for Mexico, the
data for Canada used here include only own-account self-
employed workers, both incorporated and unincorporated,
who do not hire employees. Similarly, the U.S. data include only
self-employed workers in unincorporated businesses, regard-
less of whether they hire salaried workers (see appendix B).
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FIGURE 3.11 Change in Salaried Employment and Self-Employment in North America, 1981–1999

Note: Data for Canada and Mexico refer to workers aged 15 and over; for the United States, data refer to workers aged 16 and over.
Sources: For Canada, Statistics Canada, Labour Force Survey; for Mexico, STPS-INEGI, Encuesta Nacional de Empleo; for the United States, Bureau of

Labor Statistics, Current Population Survey.
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Nevertheless, salaried employment accounted for
most of the increase in total employment since the
1980s, except during recessions. It is also worth not-
ing that salaried employment generated most of the
new jobs in the last two years of the period under
study (80% in 1998 and 90% in 1999).

The incidence of self-employment in Canada was
higher among men than among women, which had
been the case since the beginning of the 1980s.
Between 1994 and 1999, self-employment increased
for both men and women, although the increase was
greater for men. In fact, during this period, 64% of
the increase in self-employed workers was accounted
for by men. It is interesting to note that, between
1994 and 1999, female salaried employment grew at
a very high rate, exceeding that of men.

In the United States, the incidence of self-employ-
ment was lower than it was in Canada and Mexico. In
1999, the number of self-employed workers stood at
10.1 million, or a ratio of 8 for every 100 workers.23

Between 1980 and 1999, self-employment as a pro-
portion of total employment dropped, while that of
salaried employment rose, albeit with some cyclical
variations. In fact, the number of self-employed
workers, which had increased almost continuously
up to 1993, decreased or experienced very slight
gains after 1994. In contrast, salaried employment
increased without interruption and was the main
contributor to the increase in total employment dur-
ing 1994–1999 (see figure 3.11).

As in Canada, self-employment in the United
States was slightly more common among men than
women. In 1999, 9 of every 100 employed men were
self-employed, whereas the ratio for women was 6 
of every 100. Among men, self-employment
decreased steadily since the start of the 1980s. In 
the case of women, self-employment grew steadily
until 1994, after which it began to decline. This situ-
ation occurred at the same time as a significant
increase in salaried employment among both men
and women.

3.3.3 Part-Time Employment

Evolution of Part-Time Employment
Although part-time employment accounted for a
significant percentage of workers in all three coun-
tries, its share of total employment decreased in
Canada and the United States after 1994, and in
Mexico after 1996. In Canada, the increase in full-

time employment was higher than that of part-time
employment, and full-time employment gains were a
considerable proportion of the total employment
increase between 1994 and 1999. In the United States
and Mexico, part-time employment also decreased,
while full-time employment increased.

As illustrated in figure 3.12, in Canada part-time
employment as a proportion of total employment
increased until 1993; however, between 1994 and
1999, it fell almost continuously. In Mexico, the pro-
portion of part-time employment rose substantially
in 1993 and 1995, as a result of the economic down-
turn in those years; however, starting in 1996, a
sharp downward trend began. In the United States,
part-time employment remained stable as a propor-
tion of total employment until 1993; however, it
then fell steadily from 1994 to 1999. In contrast, in
all three countries, full-time employment rose faster
than part-time employment almost every year,
except during recessionary periods, and was the
driving force behind the growth in total employ-
ment as of the beginning of the 1980s, in the United
States and Canada, and after 1991 in Mexico 
(see figure 2.5, chapter 2). As indicated above, the
definition of part-time employment in Canada dif-
fers from that used by Mexico and the United States;
when adjusted to match the definitions used by 
the latter two countries (i.e., defining part-time
workers as those working less than 35 hours a week),
the percentage of part-time employment in Canada

Part-time work is defined as a job involving
less than 35 hours per week in the United
States and Mexico and less than 30 hours
per week in Canada. In 1997, Canada made
certain changes to the Labour Force Survey,
including changes in the definition of part-
time employment. Data presented here
have been adjusted by Statistics Canada to
reflect the new definition. The United States
made changes to the Current Population
Survey in 1994, including the definition of
part-time employment. These changes led
to a substantial increase in part-time
employment in 1994, thereby affecting its
comparability with previous years (see
appendix B).
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increased from 18.5% to 24.9% in 1999 (see appen-
dix B).

In 1999, the number of workers in part-time
employment in the United States was 23.2 million, or
17% of total employment that year. Compared with
the figure reported in 1994, this meant a reduction of
102,000 part-time workers. During the same period,
full-time employment increased by 10.5 million.
Full-time employment growth outpaced part-time
employment growth after 1978 and declined sub-
stantially only in recessionary periods. In 1994, part-
time employment increased significantly, although
this was primarily the result of the change made to
the definition that year (see appendix B).

In Canada, most workers were employed on a
full-time basis—11.8 million in 1999, an increase of
1.2 million over 1994. Part-time employment
increased more slowly, by 187,100 in the same peri-
od. Between the end of the 1970s and 1993, part-
time employment in Canada had increased more
rapidly each year than full-time employment, but
beginning in 1994, its growth rate fell substantially as
full-time employment rose faster than part-time

employment. Thus, the increase in full-time employ-
ment accounted for 87% of the increase in total
employment between 1994 and 1999.

In Mexico, the number of workers engaged in
part-time employment was 7.2 million in 1999, a
drop of 792,465 since 1993. In turn, full-time
employment increased by 7.1 million, thereby repre-
senting the main source of the increase in total
employment during this period.

Part-Time Employment by Gender
In all three countries, most part-time workers were
women. In addition, the incidence of part-time
employment was higher among women than it was
among men. The greater incidence of part-time
employment among women was partly the result of
their need to divide their time between work and
family responsibilities.

In the late 1990s, the situation changed slightly in
the three countries. In fact, the increase in female
employment in the NAFTA member nations in the
late 1990s was largely an increase in full-time
employment, reflected in the higher proportion of
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FIGURE 3.12 Part-Time Employment in North America, 1980–1999

Note: Part-time employment as a proportion of total employment.
Sources: For Canada, Statistics Canada, Labour Force Survey; for Mexico, STPS-INEGI, Encuesta Nacional de Empleo; for the United States, Bureau of Labor

Statistics, Current Population Survey.
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this type of employment in total female employ-
ment. In the United States, the percentage of women
engaged in full-time employment increased steadily
in the 1980s and 1990s. In 1999, almost 75 of every
100 employed women worked full-time, compared
with 72 in 1994. In Canada, the percentage of
employed women who worked full-time declined
until 1997; however, beginning in 1998 it rose, reach-
ing 72% of total female employment in 1999. In
Mexico, the percentage of women workers employed
on a full-time basis was 67%, 4 percentage points
higher than in 1993.

Reasons for Working Part-Time
In the three countries, most part-time workers
choose to do so voluntarily. This is partly the result
of the high percentage of women and young people
in part-time jobs. On the one hand, more women
than men choose to work part-time because it allows
them to combine work and family responsibilities.
On the other hand, younger workers prefer to work

part-time because in doing so they can combine
work with attending school. For example, in Canada,
workers 24 years of age and under accounted for
almost 37% of total part-time employment in 1999.
Most of these workers (76%) said that they worked
part-time because they were in school. This age
structure contrasts with that of full-time workers,
where workers between 25 and 44 years of age pre-
dominate. In the United States, young workers
account for a substantial proportion of part-time
employment, with 34% of total part-time employ-
ment in 1997. Unlike its trading partners, in Mexico
most part-time employment consists of workers
between 25 and 54 years of age (almost 59% of the
total in 1998).

As illustrated in figure 3.13, involuntary part-time
employment was cyclical in the three countries. Dur-
ing the years of greatest economic growth and, there-
fore, of employment growth, part-time employment
for involuntary reasons fell significantly. In contrast,
part-time employment for involuntary reasons
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FIGURE 3.13 Involuntary Part-Time Employment in North America, 1980–1999

Note: Data are not available for Canada in 1996. Involuntary part-time workers are those who are willing and wish to work full-time, but who worked 
part-time for one of the following reasons: could not find full-time employment, unfavorable company working conditions, insufficient raw materials and
inputs, or reduced demand.

Sources: For Canada, Statistics Canada, Labour Force Survey; for Mexico, STPS-INEGI, Encuesta Nacional de Empleo; for the United States, Bureau of Labor
Statistics, Current Population Survey.
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increased in years of recession. In Canada, for exam-
ple, the percentage of involuntary part-time employ-
ment fell from 29.2% in 1992 to 26.7% in 1999. This
decrease coincided with a decline in the percentage
of people who were employed part-time because
they were unable to find a full-time job. Notwith-
standing this improvement, the average percentage
of part-time employment for involuntary reasons
after 1992 remained higher than the average record-
ed during the 1980s.

In the United States, the proportion of part-time
employment for involuntary reasons also fell in peri-
ods of economic growth, whereas it rose substantial-
ly in years of recession (see figure 3.13). In 1999,
there were 4.4 million people—or 19.1% of total
part-time employment—working part time for
involuntary reasons. This represented a drop of 33%
from the level reported in 1992. The main reasons for
working part-time were the inability to find a full-
time job and company economic problems. It is
important to note that, in Canada and the United
States, the definitions of part-time employment for
involuntary reasons were modified in 1997 and 1994,
respectively. These changes led to a fall in part-time
employment for involuntary reasons in both coun-
tries (see appendix B).

In Mexico, workers voluntarily employed on a
part-time basis constituted the majority of part-time
workers. In 1997, 87 of every 100 part-time workers
had part-time jobs for voluntary reasons. As in
Canada and the United States, voluntary part-time
employment increased significantly after 1993, while
involuntary part-time employment fell, reaching

13.7% of the total in 1999. As in the other two coun-
tries, involuntary part-time employment as a pro-
portion of total part-time employment in Mexico
increased in years of recession.

Part-Time Employment by Industry 
In all three countries, part-time employment was
most frequent in retail trade and in social and per-
sonal services. Furthermore, these are the industries
in which part-time employment grew the fastest. By
contrast, in manufacturing, mining, transportation,
and communications, employment was basically
full-time.

In Canada, most part-time work was concentrat-
ed in retail trade and social and personal services. In
terms of services, the hotel industry, food prepara-
tion, and health services had high levels of part-time
employment. For example, in 1999, 34 of every 100
Canadian workers in retail trade worked less than 30
hours a week. The ratio for the hotel and food prepa-
ration industries was almost 40 of every 100 workers.
Between 1994 and 1999, these industries saw the
largest increases in part-time employment, as had
been the case for several years. Noteworthy changes
were an increase in part-time employment in admin-
istrative support services for businesses and a decline
in educational services.

In the United States, part-time employment was
also concentrated in retail trade and social and per-
sonal services. In 1999, these industries accounted
for 77% of salaried workers with part-time employ-
ment. Medical services and educational services
accounted for the highest percentages of part-time
employment in the service sector. These industries
reported the highest incidence rates and also regis-
tered the largest increases in part-time employment
between 1994 and 1999. Industries with low rates of
part-time employment (and which are highly labor-
intensive) were manufacturing, where approximate-
ly 95% of workers were full-time, and the construc-
tion industry, with 90% full-time employment.24

In Mexico, part-time workers were essentially
concentrated in social and personal services; in 1999,
38 of every 100 part-time workers were employed in
these industries. These were also the industries in
which part-time work was most common, particu-
larly educational services, in which just over 50% of
employees worked less than 35 hours a week. Anoth-
er industry with a high incidence of part-time
employment was the retail trade sector. On the other

Part-time employment for voluntary rea-
sons includes workers who do not wish to
have a full-time job due to the following cir-
cumstances: illness, dealing with family
responsibilities, attending school, or person-
al preferences. Part-time employment for
involuntary reasons includes workers who
wish to and are available to work full-time,
but work part-time for one of the following
reasons: because they cannot find a full-time
job, unfavorable company conditions, a lack
of raw materials and inputs, or decreased
demand.
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hand, the number of part-time workers in manufac-
turing, mining, construction, transportation, and
communications was low.
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CHAPTER FOUR

T
he positive trends in employment in Canada
and the United States beginning in 1994, and
in Mexico after 1995, were not reflected in

substantial improvements in workers’ earnings or in
income distribution. On the one hand, increases in
remuneration led to only a slight recovery of earn-
ings in real terms, while on the other, earnings differ-
ences among the different segments of the employed
population remained the same and, in certain cases,
even worsened.

It should be noted that differences in the data for
each country limit comparability; in certain cases, it
was not possible to obtain the same data for all three
countries, and in other cases data were not complete
for the entire period. For this reason, this chapter
analyzes each country separately. It is also important
to mention that not all of the sections of this chapter
use the same sources of data for each country. This is
in part because it was not always possible to obtain
all of the data required to analyze the variables
included in this chapter from the same source. It is
also due to the discontinuation of some series and
their replacement by others. In Canada, this is the
case of the Survey of Consumer Finances, which was
discontinued in 1997 and replaced by the Survey of
Labour and Income Dynamics. At the beginning of
each section the sources of data used are explained in
a text box. For further information, see appendix B.1

4.1 TRENDS IN EARNINGS

The growth in employment and the reduction in
unemployment in Canada, Mexico and the United
States between 1994 and 1999 took place within a
context of small increases in real pay for workers. In
the United States, real earnings showed a slight
improvement between 1994 and 1999, whereas in
Mexico and Canada the increases over the period did
not offset the losses incurred in previous years. Vari-
ous factors influencing the behavior of earnings have
been put forward in the literature: some studies
identify technological change as one of the main
pressures on earnings for production workers in the
United States;2 others cite foreign trade as a relevant
factor in explaining wage differences among skilled
and unskilled workers.3

Other possible contributing factors are related to
the macroeconomic policies of the countries. This is
the case in Mexico, where earnings increases were
strongly influenced by a tight monetary stabilization
policy designed to control the high inflation occur-
ring at the end of the 1970s, which worsened during
the 1980s. In the United States, earnings increases
observed toward the end of the period were probably
directly related to the demand for labor, above all
skilled labor, as a result of significant economic
growth. The purpose of this section is to describe the
evolution and main characteristics of earnings in
North America during the 1980–1999 period, with

EARNINGS, LABOR PRODUCTIVITY,

LABOR COSTS, AND INCOME 

DISTRIBUTION
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particular attention to the 1994–1999 period. The
intention is not to analyze causes or consequences,
but rather to describe changes and trends.

In Canada, the average real earnings of workers
decreased by 0.8% between 1994 and 1998. Although
the period began with a strong increase in real earn-
ings, the following two years witnessed a decline that
led to a 3.8% loss in purchasing power. It was not
until 1997 that earnings growth resumed; however,
the increase was not enough to bring wages back up
to their 1994 levels. As illustrated in figure 4.1, the
evolution of earnings during this period, character-
ized by a high employment growth rate, contrasted
sharply with events between 1984 and 1989, another
period of high employment growth, when real earn-
ings had risen by more than 10.6%.

Generally speaking, the most notable improve-
ment occurred in women’s earnings, which were
strong enough to reduce the difference with men’s
earnings, a trend that began in the early 1980s. In
fact, during 1994–1998, real earnings decreased for
male workers, but increased for women, thereby nar-
rowing the earnings gap from 42% in 1994 to 37.5%
in 1999. It should be noted that the male-female
earnings gap was smaller for full-time workers. In
fact, the earnings gap between full-time male and
female employees decreased from 36% in 1980 to
30% in 1994 and to 28% in 1998.

In Mexico, growth of nominal earnings was sur-
passed by the growth of inflation. Between 1994 and
1999, the average nominal earnings of workers in the
formal sector, represented by the average insurable
earnings of workers in the IMSS, increased by
123.5%, while the national Consumer Price Index for
that period rose by 195.8%. This led to a 24.5%
decline in real earnings between 1994 and 1999 (see
figure 4.2). However, in the last two years of the peri-
od, real earnings improved slightly, increasing by
1.8% in 1998 and by 0.5% in 1999. This was the first
increase in real earnings for workers in the formal
sector since 1994. Similar developments were evident
in the trend in real earnings at the national level.
Data from the National Employment Survey indicate
that, between 1993 and 1999, the real median earn-
ings for workers fell by almost 21.6%.

In the United States, real weekly earnings of wage
and salary workers rose by 6.8% between 1994 and
1999. As illustrated in figure 4.3, wages and salaries
began to recover starting in 1997. Substantial
increases occurred in 1998, when real earnings rose
by 4%, the largest increase in 18 years. The recovery
of earnings in the last three years of the period 
was partly due to the strong demand for labor gen-
erated by the sustained growth of the U.S. economy
during this period. This recovery reversed the trend
observed in 1986–1996, when real wages and salaries 
fell continuously, resulting in a 4.4% loss of pur-
chasing power in those years. The increases of the
late 1990s allowed real earnings to recover to their
1980 levels.

With regard to the earnings of full-time U.S. work-
ers, between 1994 and 1999 the situation of both men
and women improved, with a slightly higher increase
(5.4%) in women’s wages. This continued the trend
toward a narrowing of the earnings gap between men
and women that had begun in the 1980s and contin-
ued in the early1990s. Nevertheless, in 1999 the aver-
age earnings for full-time female workers were still
23.5% below those of men.

4.2 EARNINGS DIFFERENTIALS AMONG
WORKERS 

One of the most contentious issues toward the end of
the 1990s was growing earnings inequality. This
earnings differential was one of the factors that con-
tributed to the increase in the inequality of income

Data for the United States refer to the weekly earnings of wage
and salary workers.4 These data were taken from the Current
Population Survey, which was modified in 1994. Data begin-
ning in 1994 are therefore not strictly comparable with earlier
years. For Canada, data are for the annual earnings of employ-
ees and the income of self-employed workers. These data were
obtained from the Survey of Labour and Income Dynamics
and from the Survey of Consumer Finances. The latest avail-
able data were for 1998. This information was supplemented
with data from the Labour Force Survey, which refers only to
employees. For Mexico, data refer to the average insurable
earnings of salaried workers affiliated with the Mexican Social
Security Institute (Instituto Mexicano del Seguro Social,
IMSS). They were supplemented with data from the National
Employment Survey (Encuesta Nacional de Empleo), which
refer to earnings of salaried workers and the income of self-
employed workers (see appendix B).
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distribution. This certainly seemed to be the case in
the United States, where earnings differentials wors-
ened between 1994 and 1999 and income distribu-
tion did not improve. In Canada and Mexico, earn-
ings differentials improved only slightly; however,
income distribution in these two countries also
worsened during the period. Earnings differentials
vary by age, sex, education and skill levels, industry,
and occupation. They are also influenced by changes
in the structure of production and by technological
change. The purpose of this section is to describe
earnings differentials and their evolution in relation
to workers’ characteristics.

4.2.1 Earnings Differentials by Worker
Quintiles and Deciles5

In Canada, earnings differentials among workers
declined during 1994–1998, compared with the
trend observed in the United States. In 1998, the real
earnings of wage and salaried workers in the fourth
quintile were Can$49,088 a year, three times higher
than the earnings for workers in the first quintile and
twice as high as those of workers in the second quin-
tile.6 Compared with those observed in 1994, these
differences represented a reduction in earnings
inequality, mainly between workers in the lowest and
the fourth quintiles, the earnings of the former
increasing by 17.1% compared with 9.9% for those
in the fourth quintile (see figure 4.4).
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FIGURE 4.1  Canada: Employment and Real Earnings Growth, 1980-1998

Note: Data refer to the median real earnings of salaried workers and income of self-employed persons at 1992 prices.   
Source: Statistics Canada, Survey of Consumer Finances, Survey of Labour and Income Dynamics, and Labour Force Survey.
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In Mexico, earnings differentials among workers
were higher than they were in Canada and the Unit-
ed States. In 1999, the average earnings of workers in
the highest quintile were MX$6,276 per month, 13
times higher than the average earnings of workers in
the lowest quintile and almost six times higher than
those of workers in the second quintile. As illustrat-
ed in figure 4.4, earnings differentials between work-
ers in the highest and lowest quintiles decreased
slightly between 1995 and 1999. This was due to a
larger earnings increase for workers in the lowest
quintiles during the period. Nevertheless, earnings
differentials among Mexican workers remained high.

In the United States, as illustrated in figure 4.4,
there was also a significant earnings differential

among wage and salary workers. In 1999, the aver-
age earnings for full-time workers in the ninth decile
were US$1,260 a week. This was 4.4 times higher
than the earnings of workers in the first decile, and
3.2 times higher than the earnings of those in the
fourth quartile.7 Between 1994 and 1999, the earn-
ings of workers in the top decile grew faster (21.7%)
than the earnings of those in the other deciles
(19.3% for the first decile), thus increasing the earn-
ings gap. This situation occurred throughout almost
the entire period, with the exception of 1997 and
1998. Earnings differentials were significant among
both men and women, although the differentials
were slightly less among women; this was especially
the case when comparing earnings for workers in

70
80
90

100
110
120
130
140
150
160
170
180
190

1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Index 1984 = 100

Employment

Earnings

Annual growth of real earnings

–20

–15

–10

–5

0

5

10

15

1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Annual percentage change

Trend

NAFTA

FIGURE 4.2 Mexico: Employment and Real Earnings Growth, 1984–1999
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the top decile against those of workers in the bottom
decile.8

4.2.2 Earnings Differentials by Age Group

An analysis of the structure of earnings by age group
shows that in Canada, Mexico and the United States,
the lowest average earnings were paid to young and
older workers, while the highest earnings were
received by workers in the middle of the age struc-
ture. In Canada and the United States, the earnings
differential between workers aged 25 to 54 years and
younger workers was greater than that observed
between older workers and those in the middle age
group. In Mexico, the opposite occurred. It is impor-

tant to mention that, although the participation rates
of young workers (between 15 and 24 years of age) in
the three countries had decreased, they still repre-
sented almost 18% of the total regional labor force in
1999. It should also be noted that the age groups and
data periods are not strictly comparable among the
three countries.

In Canada, average earnings of young and older
workers were lower than those of workers between
25 and 54 years of age. Data from the Labour Force
Survey indicate that, in 1999, the average earnings of
employed workers between 15 and 24 years of age
were Can$282.40 per week, less than half the average
earnings of workers between 25 and 54. Moreover,
the average weekly earnings for workers aged 55
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years and over were Can$645.00, only 2.5% less than
those of workers with the highest average earnings.
Compared with the situation prevailing in 1997,
earnings differentials among Canadian workers had
lessened slightly, especially between young workers
and those with the highest earnings. It should be
noted that differences in earnings by age group
occurred among both male and female workers.

In Mexico, the lowest average earnings were also
received by younger workers (between 15 and 24
years of age) and older workers (65 and over). How-
ever, in contrast to Canada and the United States,
the earnings differential between older workers and
those with the highest pay (those between 25 and 
44 years of age) was greater than the difference
between the latter and young workers. For example,
in 1999, the average earnings for young workers
were MX$1,300 a month, 33% lower than those of
workers with the highest earnings. Furthermore,
the average monthly earnings of workers aged 65
and over was MX$850, or 56% less than the average
earnings of the best-paid age group. This level of
earnings inequality was a slight improvement over
that observed in 1991, because the earnings differ-
entials between workers with the highest earnings
and other age groups had decreased. This situation
was particularly important for workers between 
55 and 64 years of age, who received the highest
nominal earnings increases during the 1991–1999
period.

In the United States, the median earnings of
young wage and salary workers (between 16 and 24
years of age) were US$341 per week in 1999, half
those of workers aged between 45 and 54 years, who
had the highest earnings levels. The next lowest-paid
age group was older workers (65 and over) who, that
year, had average weekly earnings of US$404, 38%
less than those of workers with the highest earnings.
From the start of the 1980s until 1996, the real earn-
ings of young workers declined by 16.4%. In con-
trast, the earnings of workers aged 45 years and over,
especially those aged between 45 and 54, rose almost
continuously. In 1997, the earnings of younger work-
ers improved slightly, increasing at a rate higher than
those of other age groups. Nonetheless, the earnings
of older workers, which had increased up to 1991, fell
continually from 1992 onwards, losing 10% of their
purchasing power between that year and 1999.

4.3 THE MINIMUM WAGE AND 
EARNINGS DIFFERENTIALS

In all three countries, the proportion of employees
with earnings levels equal to or less than the mini-
mum wage decreased. Nevertheless, these workers
still represented a significant proportion of total
employment, especially in Mexico where they
accounted for 18.3% of total employment in 1999.
While the primary objective of the minimum wage is
to guarantee workers a minimum remuneration for
their work, its purpose also includes preventing large
earnings differences among workers. It has been
observed that, the greater the difference between the
minimum wage and average earnings, the greater the
earnings differentials, and vice versa. In the countries
of North America, there was a large differential
between the minimum wage and the average earn-
ings of wage and salary workers; in Mexico, this dif-
ference was even greater, and was associated with a
substantial loss of purchasing power for those earn-
ing the minimum wage in the last two decades (see
figure 4.5).

4.3.1 Evolution of Minimum Wages

In Canada, the real average minimum wage rose by
1.8% between 1994 and 1999, an increase far above
that of the average earnings reported for all workers.9

As illustrated in figure 4.5, the real value of the aver-
age minimum wage fell considerably in Canada dur-
ing the 1980s (17.3% between 1980 and 1991). It was
not until 1992 that the real value of the average min-
imum wage began to increase again, although the
increases did not bring its value back to the levels
seen at the start of the 1980s. It is worth mentioning
that, in 1999, there were 659,000 workers with earn-
ings equal to or less than the minimum wage in
Canada, accounting for 5.5% of total employed
workers. In 1998, the minimum wage was less than
half of the average workers’ earnings; this gap had
not changed significantly since 1994.

In Mexico, real minimum wages fell steadily
between 1980 and 1999; during that period, they lost
69.5% of their purchasing power. The decrease in the
minimum wage took place at the same time as a drop
in the number of workers earning less than the min-
imum wage. Nevertheless, in 1999, the number of
workers earning less than the minimum wage was
still high (6.9 million workers or 18.3% of total
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employment). There was also a large gap between the
minimum wage and average earning levels, which
was related to a significant loss of purchasing power
for minimum wages; it is also notable that this gap
increased. In 1999, the minimum wage was 71.2%
lower than the average earnings for workers in the
formal sector. It should be noted that workers earn-
ing the minimum wage in Mexico receive preferen-
tial tax treatment that allows them to increase their
income. For example, beginning in 1996, workers
earning up to three times the minimum wage were
not required to pay income taxes.10

In the United States, 3.3 million hourly-paid
workers had earnings equal to or less than the mini-
mum wage in 1999; these workers accounted for
4.6% of the total workforce. It is worth mentioning
that the percentage of workers earning the minimum
wage decreased almost continuously after 1979.11 The
real value of the minimum wage fell throughout
most of the 1980–1995 period; in the space of 15
years, it lost almost 25% of its purchasing power.
Starting in 1996, the value of the minimum wage
recovered slightly, but it fell once again in 1998 and
1999. Thus, by 1999, the real value of the minimum

wage remained below the level at the start of the
1980s. As illustrated in figure 4.5, the minimum wage
also varied from average earnings at the national
level; in fact, the gap increased almost continuously
until the middle of the 1990s, because of a consider-
able decrease in the real minimum wage. In 1999, the
minimum wage was almost 57% lower than the aver-
age earnings of wage and salary workers.

4.3.2 Who Earns the Minimum Wage?

In all three countries, the earnings of women and of
young persons of both sexes were more likely than
other groups to be at or below the minimum wage.
For young people, this situation may have been the
result of their lesser work experience; it may also
have been due to legislative provisions regarding the
minimum wages and hours of work of young per-
sons that can affect their earnings level. In the Unit-
ed States, the Fair Labor Standards Act, which is the
federal law regulating minimum wages, allows
employers to pay persons aged 20 years and under at
a rate below the minimum wage for the first 90 days
after they are hired.12 Furthermore, state laws estab-

In this section, the data on persons whose average earn-
ings were equal to or less than the minimum wage in the
United States are for hourly-paid employees only; for
Canada, the data cover all employed workers; and for
Mexico, the data include all workers who received
incomes. In addition, there are a number of significant
differences as regards the time periods and ways the min-
imum wages were established that need to be taken into
account for purposes of comparison.

In Canada, minimum wages are established on an
hourly basis and vary from province to province. In 1999,
the minimum wage varied from Can$5.25 to Can$7.20,
depending on the province. The minimum wage is peri-
odically determined by each province and, as of July 17,
1996, the federal minimum wage was aligned with the
minimum wage of each of the provinces.

In Mexico, minimum wages are set on a daily basis and
vary according to geographic zone. In 1999, the minimum
daily wage was MX$34.45 in Region A, MX$31.90 in
Region B, and MX$29.70 in Region C. Furthermore, there
were 88 occupational minimum wage rates, which varied
according to the above-mentioned geographical zones,

and which exceeded the general minimum wage rates. The
minimum wage is determined annually by a national
commission comprising worker, employer, and govern-
ment representatives, based on factors such as the level of
the Consumer Price Index. It generally takes effect on Jan-
uary 1 of each year. The Federal Labor Law (Ley Federal
del Trabajo) provides that, for every six days worked, the
worker must enjoy one day’s rest with full pay.

In the United States, the federal minimum wage is set
on an hourly basis and is periodically adjusted. In 1999, it
was US$5.15 per hour. In 11 states, the state minimum
wage was above the federal minimum; in 27 states, it was
at the same level; nine states had minimum wage rates
below the federal minimum; and seven did not have a
state minimum. In those states where the minimum wage
exceeded the federal minimum, the state minimum wage
must be paid. Payment of the federal minimum wage is
mandatory for companies with annual sales of
US$500,000 or more that engage in or produce goods for
interstate commerce and for companies with sales of less
than US$500,000 that have two or more employees and
engage in or produce goods for interstate commerce.
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lish restrictions on the number of hours persons
aged 16 and 17 who are also students are permitted
to work. In Canada, the provinces of Ontario and
Alberta, for example, establish lower minimum wage
levels for students and young workers. In Mexico,
there is no separate minimum wage for young peo-
ple; however, the Federal Labor Law limits the num-
ber of hours young people may work, which may
affect their income.13

Women were more likely than men to receive low
earnings, and therefore proportionately more
women than men had earnings below the minimum
wage. However, in Canada and the United States,
during the 1980s and 1990s, women’s earnings
improved substantially, as evidenced by the declining
proportion of employed women with earnings equal
to or less than the minimum wage. For example, in

Canada, the proportion of employed women with
earnings equal to or less than the minimum wage
decreased from 11% in 1986, to 5.9% in 1998. In the
United States, hourly-paid women with earnings
equal to or less than the federal minimum wage
accounted for 21.6% of female employment in 1980;
by 1999, the ratio had decreased to 5.9%. In that
same year, the proportion of men with earnings
equal to or less than the minimum wage was 3.4%. In
Mexico, the incidence of low-paid employment
among women was greater, accounting for 30% of
female employment in 1999, a ratio that had not
improved since 1993. The proportion of men with
average earnings equal to or less than the minimum
wage was 17.5% of total male employment in 1999.14

Young people were another group in which a large
proportion of workers had earnings equal to or less
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than the minimum wage. In Canada, of 1.7 million
employed workers between 15 and 24 years of age in
1998, 316,000, or 18.6% of the total, had average
earnings equal to or below the minimum wage. In
contrast, only 2.4% of workers aged 25 years and
over had earnings equal to or less than the minimum
wage. This was a slight improvement over 1986,
when 21.9% of young workers earned the minimum
wage or less.15 In Mexico, there were 9.9 million
employed persons between 15 and 24 years of age in
1998; of these, two million, or 20% of the total, had
earnings equivalent to or less than the minimum
wage. Another group of workers that typically earned
low wages in Mexico was those aged 60 years and
over. In 1998, 42% of workers in this age group had
average earnings equal to or less than the minimum
wage. In the United States, there were 16.6 million
hourly-paid workers between 16 and 24 years old in
1999. Of these, 1.7 million, or one in every 10 work-
ers, received earnings equal to or less than the mini-
mum wage. In contrast, the corresponding ratio for
workers aged 25 and over was just three of every
hundred workers.

Finally, part-time workers were more likely than
full-time workers to earn at or below the minimum
wage. In Canada, 15.6% of part-time workers earned
the minimum wage in 1998, compared with only
2.2% of full-time workers. In Mexico, the differences
were even greater: almost half of all part-time work-
ers had earnings equal to or lower than the mini-
mum wage in 1999, while the corresponding figure
was 16% for full-time workers, a pattern that had not
changed substantially since 1993. In the United
States, 7% of part-time wage and salary workers had
earnings equal to or lower than the minimum wage
in 1999, while the percentage was only 1.7% for full-
time workers.

4.4 EARNINGS DIFFERENTIALS BY
OCCUPATION

There is a great disparity of earnings levels among
occupations in all three countries. In fact, the occu-
pational earnings structures in Canada, Mexico and
the United States are very similar. Generally speak-
ing, average earnings are low in occupations in com-
munity, social and personal services, such as retail
salespersons, cashiers and administrative personnel,
as well as jobs in the sale of foodstuffs and certain

services, whereas average earnings are invariably
high in the managerial and professional occupations
and in financial services. Nevertheless, differences
also exist between the countries with regard to levels
of earnings among occupations.

In Canada, according to data from the Labour
Force Survey, average earnings were highest in those
occupations that experienced the most pronounced
employment increases. These included managers,
business and finance professionals, professionals in
the natural and applied sciences, teachers and profes-
sors, and contractors and supervisors in trades and
transportation. In 1999, the average pay for these
occupations was 44% higher than the average for all
occupations. In that year, three million people were
employed in these occupations, an increase of 386,000
over 1994; this also represented the largest employ-
ment increase for that period. On the other hand, the
lowest average earnings were found among persons
employed in sales (mainly retail salespersons and
cashiers) and in certain services (especially those
engaged in the sale and preparation of food and bev-
erages, childcare and home support workers, and per-
sons providing and selling personal services). The
average wage in these occupations was no more than
half the average wage of all occupations in 1999. In
manufacturing, the average earnings for machine
operators, assembly workers and laborers, all of which
saw particularly strong employment increases begin-
ning in 1994, were very similar to the average for all
occupations. It should be noted that earnings of pro-
duction workers, i.e., laborers and machine operators,
were substantially lower than those of equipment
operators and assembly workers; this last group also
experienced the largest employment increase.

In general, during periods when earnings recov-
ered, the largest wage increases went to occupations
already enjoying the highest average earnings. Thus,
managers, business and finance professionals, pro-
fessionals employed in the natural sciences, contrac-
tors and supervisors in trade and transportation, as
well as transportation and equipment operators,
enjoyed real earnings increases far above those for all
occupations between 1997 and 1999 (1.3%). Certain
occupations with low average earnings levels, such as
babysitters and domestic workers, also enjoyed sub-
stantial increases but still remained among the low-
est wage-earning groups.

In Mexico, the highest earnings were also received
by company managers and directors and profession-
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als.16 In 1999, median monthly earnings were
MX$6,000 for managers and directors in the public
and private sectors and MX$4,500 for professionals,
over 2.8 times the median earnings for all occupa-
tions of MX$1,600. The group with the next highest
salaries was that of teachers, technicians, art workers,
and department heads, whose earnings ranged
between MX$2,400 and MX$3,400 in 1999. The low-
est earnings were received by persons employed in
agriculture, street vendors, domestic workers, and
salespersons in establishments. The median earnings
for workers in these occupations ranged between
MX$800 and MX$1,400 per month, at least 13% less
than the median for all occupations. It is important
to emphasize that these occupations represented a
substantial proportion of total employment—31%
in 1999.

After a period of continuous decline, real earnings
in Mexico began to recover in 1999. In that year, the
occupations with the lowest earnings, for example,
salespersons in establishments, street vendors and
workers in personal services, enjoyed slight improve-
ments in earnings. Nevertheless, their earnings levels
remained among the lowest. It is worth noting that
employment in these occupations rose considerably
between 1993 and 1999. In the manufacturing sector,
almost all occupations experienced real earnings
decreases in 1999, except for those at the highest
earnings levels, such as workers in the machinery and
equipment industries, laborers engaged in the man-
ufacture of electrical and electronic products, and
laborers employed in the manufacture of rubber and
latex products.

In the United States, earnings were highest in
occupations such as executives, administrators and
managers, and professionals. These occupations also
enjoyed substantial employment growth. The num-
ber of full-time wage and salary workers employed in
these occupations increased by 21% between 1994
and 1999. In 1999, the median earnings for manage-
ment occupations was US$797 a week, 45% higher
than the median for all occupations. In this group,
the highest earnings were received by managers
employed in marketing, advertising, and public rela-
tions; engineers in the aerospace, chemicals, and
electronics industries; mathematicians and comput-
er scientists; doctors and druggists; college profes-
sors; lawyers; pilots, and flight engineers. The average
earnings levels in these occupations exceeded
US$950 per week in 1999.

On the other hand, the lowest earnings went to
retail merchants, administrative support personnel
(secretaries, receptionists, computer operators, and
dispatchers), providers of personal services, and
farmers. In 1999, the median earnings for workers
employed in these occupations ranged between
US$200 and US$350 per week, much lower than the
average for all occupations of US$549. A few excep-
tions in the personal services area were providers of
protection and security services, sales representa-
tives, and persons selling insurance, real estate, and
financial services, whose average pay far exceeded the
average for all occupations.

In general, real earnings increases in the United
States were larger in occupations with the highest
employment growth. Many of these occupations
were characterized by high average earnings. Such
was the case of marketing and advertising managers
and financial managers, whose real average earnings
increased by 8% and 8.5%, respectively, between
1994 and 1999. Among professionals, mention
should be made of computer scientists and analysts
and social workers, among whom earnings increased
by 5.7% and 4.8%, respectively, during this period.
Other occupations with above-average earnings
increases and considerable employment growth were
computer programmers and law clerks.

Generally speaking, the lowest earnings increases
went to occupations with the lowest average earnings
levels. Some exceptions were cashiers, receptionists,
waiters and waitresses, and construction workers,
whose real salaries increased between 7% and 9%
between 1994 and 1999. Although this increase was a
substantial improvement in terms of these workers’
real earnings, their levels remained below the average
for all occupations. It is worth noting that these
occupations all experienced considerable employ-
ment growth during this period.

Since the largest increases went to the highest-
paid occupations, and the smallest increases went to
the lowest-paid occupations, the earnings gap
increased among occupations in the United States
during the 1994-1999 period.17

Earnings Differentials within Occupations 
by Sex
In all three countries, the average earnings within
most occupations were generally higher for men
than for women.18 In general, earnings differences
between men and women were smaller in occupa-
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tions with the highest average earnings and greater in
those with the lowest average earnings.

In Canada, in 1999, the average earnings of male
employees in occupations such as managers, busi-
ness and finance professionals, health professionals
and registered nurses, and professionals in the natu-
ral and applied sciences, social sciences and educa-
tion were between 14% and 30% higher than the
earnings of women in the same occupations. Earn-
ings differences were greater (between 33% and 45%
higher for men in 1999) in occupations with the low-
est earnings levels, such as retail salespersons, sales
assistants and cashiers, administrative personnel,
secretaries, and those employed in the primary sec-
tor. There were also substantial earnings differentials
between men and women in occupations such as
drivers and transportation equipment operators and
construction workers, although the relative number
of women in these occupations was very low.

In Mexico, as in Canada and the United States,
earnings differences between men and women within
particular occupations were smallest in the highest-
paid occupations. In 1999, the median earnings of
professional women were 27% less than those of men.
This was also the case for managers and public offi-
cials, where earnings differences were very similar to
those of professionals. It is worth noting that, for cer-
tain professions, such as doctors, agronomists, veteri-
narians, and engineers, differences in earnings were as
high as 40%. However, earnings differences tended to
increase in low-paid occupations such as domestic
workers and street vendors. Women in these occupa-
tions were often paid between 40% and 50% less than
men. Certain exceptions were administrative jobs and
employees in commercial establishments, where men
and women had very similar earnings levels.

In the United States, earnings differences between
men and women were also generally less pronounced
in occupations with the highest earnings. Such was
the case of professionals, where the median weekly
earnings of women were 25% lower than those of
men in 1999. In certain professions, such as comput-
er systems analysts and scientists, which had experi-
enced high employment growth, the differences
decreased to 16%; for health diagnosis and treatment
professionals, such as registered nurses, the earnings
gap was only 5% in 1999. However, for certain other
professions, such as lawyers and doctors, the differ-
ences remained high. In any case, the largest earnings
differences by gender were primarily found in occu-

pations with low average earnings. For example, the
median earnings of female salespersons were 40%
lower than they were for males. It is worth noting
that, in certain occupations with low earnings levels,
such as administrative support personnel, the earn-
ings differences between men and women were
smaller. Compared with the situation prevailing in
1994, there was a slight improvement for women,
mainly in the lowest-paid occupations, where differ-
ences decreased. For example, the earnings gap for
salespersons decreased from 44% to 40% between
1994 and 1999.

4.5 EARNINGS DIFFERENTIALS BY 
EDUCATIONAL LEVEL

Education is one of the most important influences
on earnings differentials among workers. In Canada,
Mexico and the United States, the highest average
earnings are generally received by the workers with
the highest educational levels, while the lowest-paid
workers are those with the least education. As in pre-
vious years, between 1994 and 1999, earnings of
workers with higher levels of education in the Unit-
ed States and Mexico increased at a faster rate than
did those of workers with lower levels. This resulted
in an increase in the earnings gap between these
groups of workers. In Canada, however, the opposite
occurred between 1994 and 1997; that is, the earn-
ings of workers with middle education and below
increased more than those of workers with the high-
est levels of education.19

In Canada, the highest earnings were received by
workers with university-degree level education. In
1997, the average annual earnings of these workers
was Can$46,989, 81% higher than the earnings of
workers with eight or fewer years of education and
59% higher than those who had not completed sec-
ondary school. Between 1994 and 1997, earnings dif-
ferentials between workers with the highest and low-
est educational levels (eight years or fewer) fell
slightly. However, when compared with the earnings
of workers with education beyond the secondary level
(but less than university), the differences were small-
er. This situation was the result of the higher growth
in earnings for the latter category of workers than for
workers with more education. It should be noted that
full-time workers with middle education or higher
not only represented the largest group of full-time
employees, this group also enjoyed the highest
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employment growth between 1994 and 1999. During
this period, employment in this category increased by
1.3 million, with the result that, at the end of the peri-
od, 43% of full-time workers had a middle educa-
tional level, while 20% had a university degree or
higher. In comparison, the proportion of employed
workers who had not completed secondary school
education fell to 15.7% of the total in 1999.

Earnings differentials by educational level in
Canada were more pronounced for women than for
men, which was also the case in Mexico and the Unit-
ed States. In 1997, the median earnings of full-time
Canadian workers with a university degree was
Can$50,455 for men and Can$41,763 for women.
For men, this level of earnings was 1.8 times higher
than that of workers with eight years’ education or
less, while for women it was twice as high. It is worth
noting that Canadian women employed full-time
had a slightly higher average educational level than
men. For example, in 1999, 65.5% of employed
women had a middle education or higher, while the
corresponding proportion for men was 61.4%.

In Mexico, workers with the highest levels of edu-
cation also had the highest average earnings. In 1999,
the average earnings of workers with a university-
level education or higher were MX$4,000 a month,
4.7 times higher than the average for workers with no
education and 2.7 times higher than the average earn-
ings of workers who had completed primary school.
It is worth noting that, although employed workers
with primary school education or less represented a
considerable proportion of total employment (48%
in 1999), the growth rate of this category between
1993 and 1999 was lower than it was for workers with
a middle education or higher. For example, 25 of
every 100 newly employed workers in this period had
middle education, 24 had one or more university
degrees, and only 10 had primary school education or
lower. Between 1993 and 1999, the earnings of Mexi-
can workers with a university degree also grew faster
(on average, 17.7% a year in nominal terms) than did
the earnings of workers with primary school educa-
tion (15.1%). This led to a slight increase in the earn-
ings gap between these groups of workers.

In the United States, full-time wage and salary
workers with a university degree had average weekly
earnings of US$860 in 1999, 2.5 times higher than
the average earnings of workers with education
below the secondary level and 1.8 times higher than
those of workers who had completed secondary edu-

cation. Between 1995 and 1999, the real earnings of
workers with the highest levels of educational attain-
ment rose faster (5.3%) than did those with the low-
est level of schooling (2.4%). This led to a slight
increase in earnings differentials between these
groups of workers during this period. It is worth not-
ing that the increased employment of full-time
employees after 1995 was mainly due to increased
employment among workers with a university
degree. Between 1995 and 1999, 51 of every 100 new
employees had a university degree, while only 9 of
every 100 had not completed secondary school.

Earnings differentials between men and women
occurred at all educational levels, although the level
of schooling was a factor that helped to reduce the
differences. In 1997, the median earnings of
employed Canadian women with eight years of
schooling or fewer were 30% lower than the average
earnings of men with the same educational level. The
earnings gap closed to 26% for men and women with
university degrees. In the United States, the median
earnings of full-time employed women with less
than secondary education were 26% lower than the
earnings of men with the same educational level. The
earnings gap closed to 24% for male and female
workers with university degrees. Although women’s
earnings increased faster than men’s earnings, earn-
ings differentials by educational level did not
decrease substantially.

4.6 EARNINGS DIFFERENTIALS BY
INDUSTRY

4.6.1 Overall Patterns

Earnings differentials between industries were also
large in Canada, Mexico and the United States. The
three countries had very similar earnings structures
by branch of economic activity; these were character-
ized by high levels of earnings in mining and oil
extraction, transportation, communications, and
financial services and low earnings levels in retail
commerce, sales of food and beverages, and personal
services. Although earnings differentials by industry
varied among the three countries, the differentials
were greater in the United States and Mexico. In addi-
tion, earnings differentials by industry were related to
educational levels. In general, between 1994 and
1999, the greatest earnings increases went to employ-
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ees in industries with the highest earnings levels and
the highest rates of employment growth, whereas the
smallest increases were registered in the lowest-paid
industries. The result was that the earnings gap
between industries increased during the period.

Canada
In Canada, the highest average earnings for nonagri-
cultural employees were found in the mining indus-
try and in crude oil and natural gas extraction. In
1999, the average earnings in these industries were at
least 82% higher than the average for all industries
(Can$610.40 per week). Other industries with high
average earnings were communications, transporta-
tion, public utilities (water and electrical power), and
financial and insurance services, where average earn-
ings also exceeded the average for all industries.

In general, since 1994, the industries in which
employment growth was most pronounced were also
those where average earnings were higher than the
overall average. Such was the case in manufacturing,
transportation and professional services to business-
es. The employment increases in these industries
together accounted for 48% of total employment
growth between 1994 and 1999. In manufacturing,
average earnings were 24% higher than the average
for all industries in 1999 (a more detailed analysis of
manufacturing by industrial branch is presented
below). In transportation, the highest levels were
reported for rail, air, and maritime transportation,

where average earnings were more than 35% higher
than the average for all industries in 1999. In profes-
sional services to businesses, the highest earnings were
reported in computer and related services, engineer-
ing and architectural services, and other technical and
scientific services. In 1999, the average weekly earn-
ings in these sectors were between Can$850 and $940,
more than 39% above the average for all industries.

The lowest average earnings among nonagricul-
tural industries were found in retail trade, hospitali-
ty food and beverages services, personal and leisure
services, and medical services. In 1999, average week-
ly earnings in these industries ranged between
Can$200 and $550, at least 10% lower than the aver-
age for all industries. These labor-intensive indus-
tries accounted for 31% of total employment in
1999. Furthermore, the retail trade and food and
beverage preparation services industries experienced
considerable employment growth between 1994 and
1999. The lowest earnings levels were observed in
retail sales of food and beverages, shoes and clothing,
food preparation services, and personal services
(beauty salons, dry cleaners, etc.). In retail trade,
sales of automobiles and parts were an exception,
with average earnings in these industries exceeding
the average for all industries.

Between 1994 and 1999, the largest increases in real
earnings for nonagricultural workers in Canada were
generally found in industries in which earnings levels
were high, whereas the smallest increases and reduc-
tions occurred in industries with the lowest average
earnings. These trends resulted in a growing earnings
gap between industries during the period.20 Among
industries that generated large numbers of new jobs,
those with the largest increases in earnings included
the manufacture of metal products, machinery and
equipment; the production of trucks and trailers; and
the manufacture of pharmaceutical products and
medicines. In the area of professional services to busi-
nesses, which also experienced significant employ-
ment growth during this period, real earnings rose
almost 7%, with the biggest increases reported for
employment agencies, accounting services and com-
puter service providers. On the other hand, the small-
est increases in average earnings, and even reductions,
occurred in retail trade and personal services, where
earnings were among the lowest. Exceptions were
retail sales of automobiles and parts and photograph-
ic services, which experienced significant real earnings
and employment growth during 1994–1999.

This analysis of earnings by industry is based on data from pri-
vate-sector establishments. For the United States, the data were
taken from the Current Employment Statistics survey, which
covers production workers for natural resources and mining
and manufacturing, construction workers for construction, and
nonsupervisory workers in service-producing industries. In
1999, these workers totaled 88.9 million, accounting for 81.8%
of private–sector employees and 67% of total employment. For
Canada, data came from the Survey of Employment, Payrolls
and Hours and covered wage and salary workers employed in
nonagricultural industries. In 1999, the universe of workers cov-
ered by this survey totaled 11.8 million or 81% of total employ-
ment. For Mexico, data refer to salaried workers in the private
sector who made permanent contributions to the IMSS. In
1999, there were 11.6 million such workers, or 56% of total
salaried workers (see appendix B).
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United States
In the United States, earnings also varied considerably
by industry. Average earnings were high in the mining
industry, oil and gas extraction, transportation,
(specifically oil transportation), communications and
public utilities (electrical power, water, gas), and
financial services (specifically sales of futures and
securities). The average earnings of workers in these
industries were more than 50% higher than the aver-
age for all industries in 1999 (US$456.78 per week). Of
all these industries, employment growth was strongest
between 1994 and 1999 in transportation services.
The lowest average earnings were reported in retail
trade, particularly in food and beverage establish-
ments and in clothing and accessories stores. In 1999,
average earnings in these industries were less than
43% of the average for all industries.

As for employees in general, the real earnings of
production and nonsupervisory workers began to
recover in 1997. This meant that, by 1999, the average
earnings level for all industries was 5.3% higher than
the level in 1994. This recovery was seen in most
industries. In terms of industries in which employ-
ment growth was strong, the most notable increases
in earnings were observed among workers providing
services to companies, mainly computer and data
processing services; professional services, primarily
engineering; and financial and real estate services,
which were characterized by high earnings levels.
Other industries with considerable increases in aver-
age real earnings were transportation and communi-
cation services and wholesale trade, mainly of
durable goods. In manufacturing, earnings increased
at a much slower rate, with the largest increases
reported for nondurable goods (see the following sec-
tion). Retail trade and personal services, which are
generally characterized by low earnings levels, also
registered substantial increases between 1997 and
1999, even surpassing the increases in industries with
higher earnings levels. This led to slower growth of
the earnings gap among industries from 1997 to
1999, which contrasted with the growing inequality
observed in earlier years.

Mexico
Among salaried workers in Mexico’s private formal
sector, average earnings were highest in mining and
crude oil and natural gas extraction; transportation,
mainly air and maritime transportation; the genera-
tion and supply of electrical power and water; com-

munications; financial services and insurance; and
professional and technical services. In 1999, the aver-
age earnings in these industries, as measured by the
average insurable earnings of workers affiliated with
the IMSS, exceeded the average for all industries
(MX$776 per week) by over 30%. Considerable
employment growth took place in transportation,
financial services, and professional and technical
services. On the other hand, the lowest average earn-
ings were observed in the construction industry; per-
sonal services, mainly household services and the
preparation of food and beverages preparation; and
retail commerce. Average earnings for salaried work-
ers in these industries were substantially lower than
the average for all industries. In some cases, these dif-
ferences were as much as 50% below the average, as
was the case for workers employed in the preparation
and sale of food and beverages. In manufacturing,
the industry with the second-greatest employment
growth between 1993 and 1999, average earnings
were very similar to the average for all industries (see
the following section).

After a period of steady declines, the real earnings
of workers in Mexico’s private formal sector began to
rise in 1998. Most industries enjoyed increases in real
earnings, although the purchasing power of real
wages lost between 1994 and 1997 (26.1%) was not
recovered, since the increase between 1997 and 1999
was only 2.2%. As earnings began to rise after 1997,
most high-earnings industries also enjoyed substan-
tial increases. This was the case for the extractive
industries, financial and insurance services, and
transportation services. The latter enjoyed substan-
tial private formal employment increases between
1994 and 1999. Certain industries with low average
earnings also registered substantial increases in the
last two years of the period; the most notable
increases were observed for construction workers,
whose average real earnings rose by almost 8%
between 1997 and 1999, and for workers in medical
and social welfare services. The recovery of earnings
in these low-paid industries resulted in a slight
reduction in earnings differentials by industry,
although the differences remained large.21 However,
some industries, such as trade and personal services,
which accounted for a large proportion of total
employment, experienced only a small increase in
earnings and remained among the industries having
the lowest average earnings.
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4.6.2 Earnings in Manufacturing

In manufacturing, one of the industries with the
highest employment growth during 1994–1999,
earnings generally exceeded the average for all indus-
tries, particularly in Canada and Mexico. In all three
countries, durable goods industries had higher aver-
age earnings and more employment growth than did
nondurable goods industries between 1994 and
1999.

In Canada, employed workers in manufacturing
received an average weekly wage of Can$755.90 in
1999, 24% higher than the average for all industries.
Between 1994 and 1999, average earnings in manu-
facturing increased at a much higher rate than they
did in most other industries, although in 1999 they
fell slightly. It is worth noting that the average
increase registered between 1994 and 1999 was
slightly lower than the average increase for the previ-
ous five years.22

Between 1994 and 1999, average earnings
increased more in the consumer durables sector than
elsewhere in Canadian manufacturing. As we shall
see below, these industries also reported higher gains
in labor productivity than did industries producing
nondurable goods. The highest earnings growth took
place in the manufacture of nonmetal products,
machinery and equipment and the manufacture of
electrical and electronic products. It should be point-
ed out that workers in these industries generally
earned high average wages, and the industry also
played an important role in job creation in the
1994–1999 period. In transportation equipment
manufacturing, which was also one of the industries
with the highest employment growth during this
period, increases were reported for the manufacture
of parts and accessories for motor vehicles and the
production of trailers and trucks. In industries man-
ufacturing nondurable goods, real earnings
increased more slowly, although substantial increas-
es were registered in the manufacture of textile prod-
ucts, the garment industry (especially in the manu-
facture of women’s clothing), and the manufacture
of leather products. It is worth noting that the
increases observed for these industries during this
period signaled a change in the downward trend of
earnings noted before 1993.23 Nevertheless, average
earnings levels in these industries were among the
lowest in manufacturing, and also were lower than
the average reported for all industries (see table 4.1).

In the United States, the average earnings of work-
ers employed in manufacturing in 1999 were US$580
a week, 27% higher than the average for all industries.
As in Canada and Mexico, industries producing
durable goods paid higher average wages than did
those producing nondurable goods. In 1999, the
earnings gap was 13% between the durable and non-
durable goods industries. The highest earnings were
found in the manufacture of transportation equip-
ment (mainly vehicles and equipment), the basic
metals industry, and the manufacture of machinery
and equipment, which had average earnings 36%,
21%, and 9% higher than the average for all indus-
tries, respectively. These industries also accounted for
a significant proportion of manufacturing employ-
ment (25% in 1999) and were the source of a sub-
stantial number of new jobs between 1994 and 1999.
On the other hand, the lowest average earnings were
found in the textile and garment industries, the man-
ufacture of leather and animal skin products, the
manufacture of furniture and accessories, and lumber
and wood products. Earnings in these industries were
below the average for all industries.

After five years of constant decreases, real earn-
ings in U.S. manufacturing began to rise in 1992. The
increase, although small, continued after 1994, so
that real earnings rose by 1.8% between that year and
1999. Despite this progress, average earnings report-
ed during this period did not return to the levels
observed during the first eight years of the 1980s.24

Unlike in Canada, industries producing nondurable
goods in the United States generally registered larger
increases than did industries producing consumer
durables. Among industries that were important in
job creation, the most notable earnings increases
were in the manufacture of lumber and related prod-
ucts (mostly wood veneer and panels) and the man-
ufacture of furniture and accessories (particularly
office and household furniture). Earnings also rose
in the apparel and other textiles industries. However,
in spite of the increases, average earnings in these
industries remained 43% lower than the average for
all manufacturing industries. Earnings increases in
these low-paying industries helped to reduce the
earnings gap among manufacturing industries,
which had reached a peak in 1994.25 Average earnings
fell in the consumer durables sector; however,
between 1994 and 1999, some industries character-
ized by high employment growth also had significant
earnings increases. Such was the case with the man-
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ufacture of structural metal products, electronic
components and accessories, and computer and
office equipment. Another consumer durables
industry with high employment growth, but where
real earnings fell, was the transportation industry,
even though earnings levels in this industry were
among the highest (see table 4.2).

Mexican manufacturing, one of the key sources
of job creation after 1995, accounted for almost 40%
of formal salaried employment in 1999.26 The aver-
age earnings in this industry, as measured by the
average insurable earnings of workers affiliated with
the IMSS, was MX$760.70 per week in 1997, slight-
ly lower than the average for all industries. There
were also considerable earnings differentials
between the various branches of manufacturing.
Among industries that were important in terms of
employment creation, high earnings were found in
the chemicals industry; transportation equipment

manufacturing; the manufacture of metal products,
machinery and equipment; and the manufacture
and assembly of electrical and electronic machinery
and equipment. Average earnings in these industries
ranged between MX$770 and $1,449 per week in
1999, higher than the average for manufacturing as
a whole. In addition, between 1994 and 1999, these
industries were very dynamic in terms of job cre-
ation. On the other hand, the lowest average earn-
ings were reported for the textile and garment
industries, the manufacture of footwear, the leather
industry, and the manufacture of furniture and
accessories. Average earnings in these industries
were more than 36% below the average for all man-
ufacturing industries in 1999.

In Mexican manufacturing, as in other industries,
real earnings began to recover in 1998. However,
during 1994–1999 as a whole, the real value of earn-
ings in manufacturing declined by almost 24%. The

Employment (in thousands) Weekly earnings 

Real 
Industry Growth growth (%)

1994 1999 1994–1999 1994 1999 1994–1999

Total activities 10,650.9 11,823.3 1,172.4 568.3 610.4 -0.7
Manufactured goods 1,654.8 1,913.7 258.9 685.8 755.9 1.9
Nondurable goods 761.5 836.3 74.8 641.6 697.1 0.4
Durable goods 893.3 1,077.5 184.2 723.6 801.5 2.4

Automotive vehicle parts and accessories 83.8 107.0 23.2 769.5 846.0 1.6
Plastic products 50.3 70.3 20.0 573.5 585.2 -5.7
Wood and other sawmill products 56.6 71.2 14.6 689.1 768.5 3.1
Communications and other electronics equipment 51.2 63.9 12.7 792.9 898.7 4.8
Tool manufacture (machine shops) 20.4 32.4 12.0 609.5 743.6 12.8
Doors, frames and other wood products 33.8 45.0 11.2 516.3 576.9 3.3
Aircraft and parts 35.5 44.3 8.8 862.2 930.7 -0.2
Commercial printing 62.7 70.3 7.6 613.1 647.1 -2.5
Industrial electrical equipment 15.2 22.3 7.1 728.7 849.2 7.7
Trucks and trailers 11.9 18.3 6.4 546.1 673.5 14.0
Pharmaceutical products and medicines 19.3 25.4 6.1 807.6 915.6 4.8
Bathroom products 5.5 10.9 5.4 645.4 756.7 8.4
Decorative metallic and architectural products 12.5 17.4 4.9 560.4 639.6 5.5
Women’s clothing 25.1 29.8 4.7 380.9 436.9 6.0
Textile products 28.1 32.5 4.4 462.1 566.4 13.3
Metallic structural products 16.7 21.0 4.3 683.8 769.4 4.0
Meat derivatives 46.2 50.4 4.2 529.0 616.7 7.8
Seafood products 19.0 23.2 4.2 418.5 485.4 7.2
Wire and wire goods 11.2 15.1 3.9 670.0 787.6 8.6
Book and magazine publishing 27.5 31.4 3.9 582.3 677.4 7.5
Hardware goods, tools, and knives 27.6 31.2 3.6 678.5 856.6 16.7
Household furniture 21.9 25.4 3.5 462.9 518.0 3.4
Machines for offices, warehouses, and businesses 13.2 16.6 3.4 811.1 976.4 11.3
Agricultural tools 7.9 11.1 3.2 574.3 731.6 17.7

Note: Selected industries are those with employment increases of more than 3,000 persons between 1994 and 1999. Industry data based on the Standard Industrial Clas-
sification at the three-digit level.

Source: Statistics Canada, Survey of Employment, Payrolls and Hours.

TABLE 4.1  Canada: Employment and Earnings in Selected Manufacturing Industries, 1994 and 1999
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recovery of earnings that began in 1998 affected
almost all manufacturing industries, with the biggest
increases reported in those with high employment
growth. This was the case for the textile and garment
industry; the manufacture and assembly of electrical
and electronic devices; transportation equipment
and parts manufacturing; and the manufacture of
metal products (see table 4.3). While the largest
increases were registered in industries with the high-
est average earnings, certain low-paying industries
also enjoyed increases during this period, including
the garment industry, the manufacture of footwear
and leather products, and the manufacture and
repair of furniture and accessories.

In the maquiladora sector—one of the most
important sources of new manufacturing jobs
between 1994 and 1999—average earnings in 1999

were MX$1,066 per week, 40% higher than the aver-
age insurable earnings for salaried workers in manu-
facturing who were affiliated with the IMSS.27 Focus-
ing on those maquiladora industries that had the
highest employment growth between 1994 and 1999,
it is interesting to note that average earnings not only
exceeded those of other maquiladora industries but
were also higher than the average earnings for the
respective nonmaquiladora industries. This was the
case for maquiladora industries assembling trans-
portation equipment, parts and accessories and the
manufacture of electrical and electronic materials.28

In the textile and garment maquiladora industries,
which also had the lowest average earnings (38%
below the average for the maquiladoras as a whole),
earnings levels were higher than those in the non-
maquiladora textile and garment industry.29

Employment (in thousands) Weekly earnings 

Real 
Industry Growth growth (%)

1994 1999 1999–1994 1994 1999 1999–1994

Total industries 77,607.0 88,911.0 11,304.0 385.9 456.8 5.3
Total manufactured goods 12,632.0 12,739.0 107.0 506.9 580.1 1.8
Durable goods 7,104.0 7,590.00 486.0 544.0 607.7 -0.6
Nondurable goods 5,528.0 5,149.0 -379.0 459.7 538.2 4.1

Motor vehicles and equipment 703.9 776.2 72.3 782.9 828.5 -5.9
Metallic structural products 295.2 353.0 57.8 462.8 542.6 4.3
Electronic accessories and components 322.1 375.0 52.9 471.5 571.2 7.8
Meat derivatives 384.3 429.8 45.5 358.9 415.3 3.0
Door strikes 219.7 258.8 39.1 406.5 481.3 5.3
Concrete, plaster, and plastering products 151.1 187.2 36.1 516.4 606.1 4.4
Computer and office equipment 122.6 148.7 26.1 558.5 674.4 7.4
Mobile homes and wooden buildings 58.9 81.5 22.6 400.9 445.8 -1.1
Construction and related machinery 133.2 155.3 22.1 571.6 602.9 -6.2
Aircraft and parts 222.0 243.6 21.6 755.7 845.3 -0.5
Medical instruments and supplies 152.0 169.1 17.1 459.1 534.9 3.6
Refrigeration machinery 135.5 152.1 16.6 506.6 572.1 0.5
Medicines 121.1 135.7 14.6 610.0 721.5 5.2
Metallic machinery 227.7 240.4 12.7 605.6 679.4 -0.2
Forged iron and metal seals 188.8 199.8 11.0 643.0 681.1 -5.8
Nonferrous smelting 67.7 77.0 9.3 489.8 556.4 1.1
Furniture for public and other related offices 31.5 40.7 9.2 412.7 508.3 9.6
Household furniture 238.1 246.9 8.8 355.9 419.7 4.9
Manufacture of nails, screws, and other articles 74.5 83.2 8.7 509.3 590.9 3.2
Manufacture of screens and accessories 59.4 67.9 8.5 453.8 496.9 -2.6
Manufacture of soaps, cleaners, and bathroom products 95.2 103.6 8.4 523.7 621.6 5.6
Hoses, gloves, boots, and other rubber products 49.0 57.1 8.1 464.3 529.1 1.4
Office furniture 45.7 53.7 8.0 431.6 502.5 3.6
General industrial machinery 154.5 162.0 7.5 559.3 601.7 -4.3
Wooden containers 41.9 48.6 6.7 292.3 361.8 10.1
Beverages 83.0 89.7 6.7 636.4 705.3 -1.4

Note: Data refer to production workers. Selected industries were those with employment increases of more than 6,500 workers. Industry data based on the Standard
Industrial Classification at the three-digit level.

Source: Bureau of Labor Statistics, National Current Employment Statistics.

TABLE 4.2  United States: Employment and Earnings in Selected Manufacturing Industries, 1994 and 1999
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4.7 EARNINGS AND LABOR 
PRODUCTIVITY

Increases in labor productivity allow for the possibil-
ity of noninflationary increases in workers’ earnings.
In Canada and the United States, labor productivity
rose faster than real earnings between 1980 and 1999.
In Mexico, labor productivity growth was more
irregular between 1988 and 1999.

In Canada, between 1980 and 1999, labor produc-
tivity generally increased at higher rates than did real
earnings, though with some exceptions (see figure

4.6). After stagnating for several years, labor produc-
tivity in Canada began to rise in 1991, albeit at low
rates. Between that year and 1999, real GDP per hour
worked increased at an average annual rate of 1.2%.
Also, after a major drop in 1991, real earnings began
to recover in 1992, though very irregularly, with aver-
age annual growth of just 0.2% between that year and
1998.

The industries in which labor productivity rose
the most between 1991 and 1999 in Canada were
wholesale trade, manufacturing, communications,
and public utilities. Productivity in these industries
increased throughout this period at higher rates than

Employment (in thousands) Weekly earnings (in pesos) 

Industry Growth Real growth (%)

1994 1999 1994–1999 1994 1999 1994–1999 1997–1999

All industries 8748.7 11588.5 2839.8 347.2 775.9 -24.5 2.2
Manufacturing industry 3237.7 4635.5 1397.8 336.6 760.7 -23.6 3.1

Manufacture of garments and other articles 
with textiles and other materials, except shoes 301.0 677.9 376.9 201.3 453.9 -23.8 5.3

Manufacture and assembly of machinery, 
equipment, apparatuses, accessories, and 
electrical articles and parts 450.0 754.7 304.7 293.2 769.2 -11.3 6.5

Food manufacture 426.0 564.1 138.1 323.5 712.0 -25.6 -0.2

Construction, reconstruction, and assembly 
of transportation equipment and parts 214.2 326.4 112.2 462.9 1123.7 -17.9 5.5

Manufacture of metallic products, except 
machinery and equipment 317.3 394.1 76.8 310.5 668.4 -27.2 4.3

Manufacture of rubber and plastic products 173.3 247.5 74.2 330.3 724.9 -25.8 3.7

Textile industry 145.2 186.1 40.8 316.8 694.8 -25.9 4.1

Chemical industry 209.8 241.3 31.5 585.8 1449.8 -16.3 1.8

Manufacture, assembly, and repair of machinery, 
equipment, and parts, except electrical 
equipment 82.1 110.2 28.0 367.5 903.5 -16.9 8.8

Manufacture and repair of furniture and 
accessories, except metal and molded plastic 76.9 103.0 26.1 221.4 472.4 -27.9 5.0

Paper industry 63.2 88.0 24.9 385.6 899.8 -21.1 3.9

Manufacture of footwear and the leather industry 124.9 149.1 24.2 239.3 484.0 -31.6 4.3

Basic metal industries 68.4 92.4 24.0 472.8 1047.1 -25.1 2.3

Manufacture of nonmetallic mineral products, 
except petroleum and coal 138.9 156.3 17.4 377.7 867.1 -22.4 4.1

Wood and cork industries, except furniture 51.9 68.8 16.9 206.1 443.2 -27.3 3.3

Publishing, printing, and associated industries 128.6 143.2 14.6 341.6 727.2 -28.0 2.4

Beverage manufacture 153.0 166.3 13.4 389.3 952.1 -17.3 6.8

Refining of oil and coal derivatives 
(does not include Pemex) 7.1 8.1 1.0 460.7 1059.6 -22.2 0.7

Production and manufacture of tobacco products 6.7 6.5 -0.2 571.2 1153.8 -31.7 5.1

Other manufacturing industries 99.2 151.6 52.4 285.0 705.2 -16.4 6.4

Note: Data refer to the average insurable earnings of workers insured with the Instituto Mexicano del Seguro Social. Industries are classified by the Clasificación Mexicana
de Actividades y Productos at a two-digit level.

Source: Comisión Nacional de los Salarios Mínimos, with data from the Instituto Mexicano del Seguro Social.

TABLE 4.3  Mexico: Employment and Earnings in Manufacturing, 1994 and 1999
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International productivity comparisons are fraught with
difficulties, partly due to differences in data. For example,
it has been pointed out that when productivity between
countries is compared, it is possible that some of the
measured differences are due to differences in procedures
used to compile the data.30

In this section, data for the United States and Canada
refer to labor productivity in the business sector. For Mex-
ico, the data refer to labor productivity in both the busi-
ness and public sectors. In the United States, labor pro-
ductivity is measured as the ratio between real output and
the number of hours worked in its production. Output
measures for the business and nonfarm business sectors
are based on measures of Gross Domestic Product. In
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FIGURE 4.6  Canada: Real Earnings and Labor Productivity, 1980–1999

Note: Labor productivity is defined as the ratio of real GDP to hours worked in the business sector.   
Source: Statistics Canada, Input-Output Division. 

Canada, labor productivity is measured as the ratio
between the index of real GDP and the index of hours
worked. Because there are no data on hours worked for
the Mexican economy as a whole, labor productivity was
measured as the ratio of the index of real GDP to the
index of employment using data from the Instituto
Nacional de Estadística, Geografía e Informática. It is
important to note that, for all three countries, these meas-
ures of labor productivity do not measure the specific
contribution of labor; rather, they reflect the joint effects
of many influences, such as changes in technology, capital
investment, the organization of production, and manage-
rial skills.
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the average growth of total productivity in the pri-
vate sector. In the case of manufacturing, it is notable
that the growth in labor productivity during this
period was below that of previous decades.31 In com-
munications and public utilities, productivity grew
substantially (2.5% a year) compared with the low
growth recorded in the 1980s (0.9% per year); how-
ever, compared with the 1960s and 1970s, the growth
rate was much lower.32 In the case of wholesale trade,
the productivity growth rate for 1991–1999 was
lower (2.1% a year) than that registered in the 1980s
(3.7%).

A number of industries reported continuous
labor productivity declines in Canada, including
mining, oil extraction, forestry, transportation serv-
ices, fishing, and construction. The low productivity
of the first three of these industries after 1991 was

due to substantial increases in hours worked, which
were much higher than their increases in output.
With regard to construction and fishing, the decline
in labor productivity was more the result of slow
growth in output.

In Mexico, labor productivity, as measured by the
ratio of real GDP to the number of workers, rose at an
annual average rate of 0.6% between 1988 and 1999.
This productivity growth rate was much lower than
the average rate during the 1970s, when productivity
grew at almost 2% a year.33 As illustrated in figure 4.7,
labor productivity began to increase a little faster as of
1992, reaching its highest annual rate in 1997. The
relationship of labor productivity to earnings was
very irregular. Between 1988 and 1994, labor produc-
tivity increased at a much lower rate than did earn-
ings. During this period, real earnings, as measured
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by the average insurable earnings of workers affiliated
with the IMSS, rose at an average rate of 5.5% a year,
while productivity increased by only 0.2%. Beginning
in 1995, real earnings fell considerably, while produc-
tivity rose, although at reduced rates.

In terms of industry, Mexico’s highest labor pro-
ductivity increases between 1988 and 1999 took
place in mining, manufacturing, communications,
and financial services. In the first two industries, out-
put per employed worker rose throughout almost
the whole period, although a slowdown was
observed after 1994. In contrast, high growth rates
were maintained in financial services, and especially
communications, after 1994. Between 1988 and
1999, labor productivity fell or grew slowly in con-
struction, trade, and community, social, and person-

al services. Labor productivity in construction and
services fell throughout almost the whole period and
recovered slightly in 1999. Labor productivity in
trade declined up to 1995, showed substantial
improvements in 1996 and 1997, but fell once again
during the following two years.

Between 1980 and 1999, median real earnings for
wage and salary workers in the United States rose by
1.9%, while output per hour worked increased by
41.8%. As illustrated in figure 4.8, U.S. labor produc-
tivity rose throughout virtually the entire period
while real earnings fell almost continuously until
1996. After that year, labor productivity continued to
grow, rising by 3.2% in 1999, the highest rate in seven
years. Real earnings also recovered, increasing at a
slightly faster rate than that of labor productivity.
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4.8 HOURLY LABOR COSTS, LABOR
PRODUCTIVITY, AND UNIT LABOR
COSTS IN MANUFACTURING

In all three countries, manufacturing was one of the
most dynamic sectors in terms of job creation and
GDP growth between 1994 and 1999. Furthermore, as
mentioned in chapter 1, the trade in manufactured
products between the countries of North America was
particularly significant during this period. It is there-
fore important to assess productivity trends in this
industry and their relationship with unit labor costs.

4.8.1 Hourly Labor Costs in Manufacturing

To facilitate the comparison between Canada, Mexi-
co and the United States, the data used in this section
were created by the Office of Productivity and Tech-
nology of the U.S. Department of Labor (see appen-
dix B).34 These data include only production workers
employed in manufacturing.

As illustrated in figure 4.9, during the 1980–1999
period, labor costs35 in manufacturing, as measured

by the cost in U.S. dollars per person-hour worked,
rose steadily in the United States, whereas in Canada
they fell almost continually after 1991. In Mexico,
after an almost continuous decline, hourly labor costs
per hour worked began to rise very quickly starting in
1988, reaching growth rates that were even higher
than those recorded in the United States and Canada,
although absolute costs in Mexico remained well
below those of the other two countries.

In general, between 1980 and 1999, hourly labor
costs in manufacturing in U.S. dollars were highest in
the United States. In 1999, the average labor cost in
the United States was US$19.20 an hour, 1.2 times
higher than in Canada and 9 times higher than in
Mexico. Between 1980 and 1999, labor costs in man-
ufacturing rose continuously in the United States, at
an annual rate of 3.6%. In contrast, labor costs in
Canada, which up until 1991 had risen almost con-
tinuously at a higher rate than in the United States,
fell by 2.3% between 1992 and 1999. These trends
increased the cost gap between the two countries. The
fall in labor costs in Canada was influenced by the
depreciation of the Canadian dollar against the U.S.
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dollar during this period; in fact, measured in Cana-
dian dollars, Canada’s labor costs actually increased.36

In Mexico, the trend in hourly labor costs in man-
ufacturing during the same period was somewhat
irregular, with almost continuous decreases up to
1987, followed subsequently by increases that were
even higher than those registered in U.S. manufac-
turing. Measured in Mexican pesos, manufacturing
labor costs rose very quickly between 1988 and 1999,
at higher rates than in U.S. dollars. Nevertheless,
costs remained far below those in effect in Canada
and the United States.

In all three countries, direct payments to workers
for wages and salaries represented a large proportion
of total labor costs. In 1999, direct costs represented
83.6% of total labor costs in Canada, 89.5% in Mex-
ico, and 79.3% in the United States. These ratios were
higher than those reported by European countries,
where hourly direct pay accounted for 76.5% of total
labor costs in the same year.

Compared with the European countries, labor
costs in North American manufacturing were lower,
although the gap closed somewhat between 1997 and
1999, particularly with the United States. In 1999,
hourly labor costs in U.S. manufacturing were
almost 6% lower than the average costs in Europe,
whereas the difference had been 12% in 1994.37

Hourly labor costs in Canadian and Mexican manu-
facturing were respectively 22% and 89% lower than
in Europe in 1999. Until 1995, European labor costs
were rising faster than they were in the United States
and Canada. However, between 1996 and 1999, labor
costs fell by 8% in Europe but rose by 8.5% in the
United States. Nevertheless, hourly costs in U.S.
manufacturing remained lower than in Europe,
although the differences decreased substantially. In
contrast, labor costs in Canadian manufacturing fell
during the same period, but at a lower rate; thus, the
cost gap compared with European countries did not
change significantly. In Mexico, labor costs rose
steeply; however, as illustrated in figure 4.9, the gap
between Mexican and European manufacturing
labor costs remained high.

Compared with Asia (Taiwan, Hong Kong, Singa-
pore, and South Korea), hourly labor costs in man-
ufacturing in Canada and the United States were 3.1
and 2.5 times higher in 1999, respectively, whereas
in Mexico, labor costs were 66% lower. Labor costs
in manufacturing in Asia rose at very high rates until
1995, surpassing the growth rates of costs in North

America and Europe.38 This led to a substantial, con-
tinuous reduction in labor cost differentials between
North America and Asia. Beginning in 1996, the
growth rates of labor costs in the Asian countries
began to slow and, by 1997, actually began to fall,
registering a decrease of 9.2% between that year 
and 1999. In contrast, in the United States and 
Mexico, costs kept rising, but they fell in Canada,
although at a lower rate than in the Asian countries.
The result was that cost differentials between the
United States and Mexico and the Asian countries
increased during that time in favor of the latter,
while only minor changes were registered with
Canada (see figure 4.9).

4.8.2 Labor Productivity in Manufacturing

There are some differences in the measurement of
labor productivity in manufacturing among the
North America countries. In the United States, labor
productivity in manufacturing is measured as the
ratio of the index of industrial production (gross
output less intrasector sales and transfers) and the
index of hours worked. This measure is different
from that used to measure business and nonfarm
business labor productivity, where output is based
on measures of Gross Domestic Product; this means
that these measures are not directly comparable. In
Canada, labor productivity is measured as the ratio
of the index of real GDP in manufacturing (value
added) and the index of hours worked. In Mexico,
labor productivity is measured as the ratio between
the index of the total value of manufacturing output
and the index of hours worked.

Canada
As illustrated in figure 4.10, labor productivity in
Canadian manufacturing, as measured by the ratio
between real Gross Domestic Product and hours
worked, rose at an average annual rate of 2.3%
between 1980 and 1999. However, this increase was
not continuous; after 1993, productivity rose at aver-
age rates below those of previous years. Even though
real output in manufacturing rose at a high rate after
1994, labor productivity growth slowed because of a
substantial increase in the average number of hours
worked. Within the manufacturing sector, durable
goods industries enjoyed higher productivity growth
than did nondurable goods industries. During the
period from 1980 to 1996,39 productivity in indus-
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Note: Data in national currency. Labor productivity is defined as the ratio of real manufacturing output to hours worked. Unit cost is measured as the
ratio between total labor costs and real GDP.

Source: Statistics Canada, Input-Output Division.

tries manufacturing consumer durables rose at an
average annual rate of 2.6%, while for nondurable
goods the increase was 2.1% per year. It is worth not-
ing that average earnings in the consumer durables
sector after 1994 rose faster than did those in the
nondurable goods sector.

Between 1980 and 1999, the increase in output
per hour worked in Canadian manufacturing was
not matched by decreases in unit labor costs.40 This
was the case because, during that period, hourly
labor costs rose at a much higher rate (4.4% per year)
than did labor productivity (2.3% per year). This was
particularly true until 1991. During the 1994–1999
period, the growth rate of labor productivity
declined considerably; however, the increase in labor

costs also slowed in comparison with the high levels
reported for previous years. This resulted in a slow-
down in the growth of labor costs per unit of output
in Canadian manufacturing between 1994 and 1999
(see figure 4.10).

United States
Output per hour worked in U.S. manufacturing rose
at an average annual rate of 3.4% between 1980 and
1999. This increase was the result of the rapid growth
of manufacturing GDP during this period, together
with slower growth in the number of hours worked.
Unlike the case in Canada, U.S. labor productivity
continued to grow strongly after 1994, increasing at
an average annual rate of 4.6% from that year to
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1999 (see figure 4.11). As in previous years, the
increase in real GDP in manufacturing and slower
growth in the number of hours worked were the
main reasons for increased productivity during this
period.

Within the manufacturing sector, labor produc-
tivity growth in the United States was higher in
industries producing consumer durables than in
nondurable goods industries. This difference was
especially marked between 1994 and 1999, when
output per person-hour in consumer durables
industries rose at an average annual rate of 6.2%,
compared with 3.1% in nondurable goods indus-
tries. This difference in growth rates was mainly due

to a higher increase in real GDP in the consumer
durables industries during these years, since in both
industries the average number of hours worked did
not change significantly. As indicated previously,
average earnings in consumer durables industries are
generally higher than those in nondurable goods
industries.

Within the durable goods industries, the highest
labor productivity increases occurred in the manu-
facture of machinery and equipment; the manufac-
ture of electrical and electronic equipment, parts and
accessories; and the manufacture of transportation
equipment, parts, and accessories. In the first two
industries, productivity rose at high rates in the early
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1990s, a trend that continued after 1994. In the trans-
portation equipment industry, productivity rose con-
siderably after 1994. With regard to the nondurable
goods industries, even though they experienced lower
productivity growth, certain industries registered
high levels of productivity during this period. Partic-
ularly notable were the chemicals industry (mainly
the inorganic chemicals industry), refining of oil and
derivatives, manufacture of rubber products (mainly
rubber tires and pneumatic tires) and plastic prod-
ucts, and furniture manufacturing. Industries in
which productivity lagged included lumber produc-
tion and related products. The garment industry
enjoyed increased productivity, especially in certain
product lines, such as the manufacture of clothes for
men and children and underwear for women and
children. The increased labor productivity that
occurred in this industry was primarily the result of a
considerable decrease in the number of hours
worked, which, in turn, was related to labor force
reductions.

Although labor productivity in U.S. manufactur-
ing grew strongly between 1980 and 1999, the more
pronounced increase in labor costs meant that unit
labor costs increased. However, this was not the case
throughout the period. As illustrated in figure 4.11,
unit labor costs grew steadily only until 1991; from
1992 onwards, unit costs fell because of increased
labor productivity relative to the increase in labor
costs. The largest reduction occurred in the durable
goods industries, where unit costs fell at an average
annual rate of 2.7%. It is worth noting that unit labor
costs rose only slightly in the nondurable goods
industries (at an average annual rate of 0.7%
between 1992 and 1999).

Mexico
Between 1986 and 1999, labor productivity in Mexi-
can manufacturing rose rapidly. The data used here
were taken from the Monthly Industrial Survey
(Encuesta Industrial Mensual), coverage of which was
expanded in 1993. For this reason, the analysis covers
two periods that are not comparable. The first runs
from 1986 to 1994, and the second from 1993 to
1999.41 It should also be noted that the particular
design of this survey overrepresents large and medi-
um-sized companies (see appendix B).

During the first period, labor productivity in
Mexican manufacturing rose at an annual average
rate of 6.3%. This was mainly due to a substantial

increase in real GDP in manufacturing during the
period (4.5% per year), because the reduction in
hours worked was only 1.7%. As illustrated in figure
4.12, during this period the increase in output per
hour worked was continuous, reaching its highest
growth in 1994. The rise in productivity and the
lower growth of labor costs meant that, on average,
unit labor costs fell by 2.2% between 1986 and 1994
(see figure 4.13).

During the second period, 1993–1999, labor pro-
ductivity in manufacturing continued to grow,
although at a slower pace than during the first peri-
od. Productivity in 1993–1999 grew at an average
annual rate of 5.6%, with a sharp downturn in the
final year. This rate of growth was the result of
increased real manufacturing output amounting to
5.5% a year, together with a minimal reduction in
the number of hours worked. As illustrated in figure
4.13, the reduction in labor costs during this period,
and the steep growth of labor productivity, led to
continuous reductions in unit labor costs. Between
1993 and 1999, unit labor costs fell at an average rate
of 8% per year.

As in Canada and the United States, the most sig-
nificant rise in labor productivity in Mexican manu-
facturing occurred in the consumer durables indus-
tries. The manufacture of metal products and
machinery and equipment, where productivity rose
at an annual average rate of 9% between 1993 and
1999, and the manufacture of basic metal products,
with an annual growth rate of 8.9%, enjoyed increas-
es far above the average for manufacturing as a
whole. Other industries with considerable produc-
tivity gains during this period were the manufacture
of chemical products, oil derivatives, and latex and
plastic products. The large increases in labor produc-
tivity in these industries, together with reductions in
their respective labor costs, resulted in declines in
unit labor costs. In the first two industries, this
reduction was almost 50%, while unit labor costs fell
by 30% in the chemicals industry, oil derivatives, and
latex and plastic products.

Nondurable goods industries generally lagged
behind in terms of labor productivity growth. Those
reporting the smallest increases were the lumber
industry and derivatives and the textiles, garment,
and leather products industries. In the former, the
average annual increase in output per hour worked
was 1.5% between 1993 and 1999, while in the textile
and garment industry, the corresponding figure was



154 N O R T H  A M E R I C A N  L A B O R  M A R K E T S

2.1%. Despite the small labor productivity increases
reported in these industries, a major reduction in
their labor costs in this period led to a decrease of
almost 35% in terms of unit labor costs.

4.9 INCOME DISTRIBUTION TRENDS IN
NORTH AMERICA

Income distribution depends on several factors.
Some studies maintain that the drop in earnings for
workers with the lowest levels of educational attain-
ment and the increased earnings of workers with the
highest educational levels were among the most
important factors that contributed to rising income
inequality in the period.42 As indicated previously,
this trend occurred in other parts of the world, as
well as in the countries of North America. Changes
in the structure of contributors to family income also
affected income distribution. As we shall see below,
the structure of families in Canada, Mexico and the
United States also underwent certain changes. This
section describes changes in income distribution in

the three countries after 1994, comparing their pat-
terns with those of previous years and pointing out
certain factors that might have influenced the
changes.

4.9.1 Changes in Income Distribution

Beginning in 1994, patterns of income distribution
in Canada, Mexico and the United States changed
from the trends observed in previous years.

In Canada, income inequality rose considerably
beginning in 1994, reversing the trend between 1980
and 1994 toward slight declines. The growing
income inequality recorded after 1994 is indicated by
the increased Gini coefficient (after deducting taxes
and including government transfers), which rose
from 0.354 in 1994, to 0.378 in 1998.43 This trend was
also evident when income distribution is analyzed by
family and/or individual quintiles.44 Whereas in
1994, families (or individuals) in the top quintile—
families with the highest average income—received
40.7% of total income, their share rose to 42.8% in
1998. The increased share of income of these families
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The period of analysis was limited by the data available for each country. For Canada, data came from
the Survey of Consumer Finances and from the Survey of Labour and Income Dynamics, with data
available up to 1998. For Mexico, data were taken from the Survey of Household Income and Expens-
es (Encuesta de Ingresos y Gastos de los Hogares), with data available up to 1998. For the United
States, data came from the Current Population Survey, with data up to 1999. As used here, income
refers to disposable income, i.e., income after deducting taxes and adding cash transfers that the gov-
ernment makes to households and/or families, unless otherwise indicated. In the United States and
Mexico, income is defined as the money earned by households, whereas in Canada it is defined as
income earned by families and/or individuals (see appendix B).
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meant a drop in the share of income received by all
four of the other family quintiles (see figure 4.14).

In Mexico, income distribution in 1996 became
more equal, compared with the growing inequality
observed between 1984 and 1994. This decline in
income inequality was reflected by a significant drop
in the Gini coefficient from 1994, as well as in a
reduction in the percentage of total income received
by households in the top quintile and a correspon-
ding increase for households in the lower quintiles.
However, in 1998, income distribution once again
worsened. As illustrated in figure 4.15, the Gini coef-

ficient rose from 0.456 in 1996 to 0.476 in 1998. This
increase in income inequality was also reflected in a
lower share of income going to households in the
bottom quintile, which received only 4.2% of total
income in 1998.

In the United States, income distribution did not
change substantially between 1994 and 1999, in con-
trast to the growing inequality between 1980 and
1993. This stability was evident in the Gini coeffi-
cient, which barely changed between 1994 and 1999,
as well as in the distribution of total income by
household quintiles. As illustrated in figure 4.16,

Canada: Total income distribution after taxes and transfers by household quintile, 1998
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between 1994 and 1999, the share of total income of
households in the top quintile and that of house-
holds in the bottom quintile increased, although the
increment was smaller for the latter. The share of the
other quintiles decreased slightly.

In general, income distribution after taxes and
government transfers was more equal in Canada
than in Mexico and the United States. This difference
was not only reflected in a much lower Gini coeffi-
cient for Canada, but also in a higher share of total
income for families in the bottom quintiles. Taking
1998 as the reference year, families in the first two

quintiles in Canada received 16% of total income,
whereas in the United States and Mexico the share of
total income for the same quintiles was 13.5% and
12.5%, respectively.

4.9.2 Effect of Taxes and Government
Transfers on Income Distribution

Taxes and cash transfers made by governments to
households or families had a positive effect, especial-
ly in households with the lowest incomes, thus help-
ing to reduce income inequality. Although this
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occurred in all three countries, the redistributive
effect was greatest in Canada. It should be noted that
cash transfers and taxes, although important mecha-
nisms for redistributing income, do not encompass
the whole range of benefits that governments pro-
vided to households. Governments also made sub-
stantial transfers in kind through a variety of mech-
anisms, such as medical care, education, and
transportation services, which play an important
role in the income of the population. For example, a
study conducted by the U.S. Census Bureau showed
that, after deducting medical expenses from family
income, the poverty level in the United States was
16.7% in 1997, three percentage points higher than

the official rate.45 In Mexico, medical and health care
expenses for urban households accounted for 2.6%
of total expenses in 1998 and a higher proportion for
households in the bottom quintile. For example,
these expenses accounted for 30% of total expenses
for households in the bottom two quintiles.

In Canada, the share of total income going to fam-
ilies and/or individuals in the first two quintiles rose
from 9.2% to 16% after deducting the payment of
taxes and adding cash transfers received from govern-
ment in 1998 (see figure 4.17). It should be noted that
the government transfers represented a very high pro-
portion of the income of Canadian families and/or
individuals in those quintiles. In 1998, almost 63% of
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the total gross income of families in the bottom quin-
tile and 34% for families in the second quintile came
from government transfers.46 The effect of taxes and
government transfers in reducing income inequality
in Canada was also reflected in the Gini coefficient.
For example, for 1998, the Gini coefficient for families
with two members or more was 0.437 before taxes
and transfers but 0.315 after such taxes and transfers.
In addition, government transfers had a greater redis-
tributive effect than did taxes. This is demonstrated by
the fact that the drop in the Gini coefficient was
greater when only transfers were included than when
only taxes were included. Starting in 1995, the
amount of Canadian government cash transfers to
households fell in real terms. This reduction affected
all family quintiles; however, the effect was greatest for
those in the first and second quintiles, which received
the highest percentage of such transfers, and whose
income depended on them. Between 1995 and 1998,
the average amount of transfers received by families
or individuals in the first and second quintiles fell by
Can$132 and $109, respectively.

In the United States, taxes and government cash
transfers also had a positive effect on income equali-
ty. As illustrated in figure 4.17, the share in the total
income of households in the first two quintiles,
before deducting taxes and adding government
transfers, was 8.8% in 1999. This share increases to
13.5% when taxes and government transfers to
members of households are included.47 The redis-
tributive effect of tax and transfer policies was also
reflected in the Gini coefficient, which fell from 0.498
before taxes and transfers to 0.433 after deducting
such taxes and including government transfers. As in
Canada, the improved distribution of income in the
United States was mainly due to government cash
transfers. Thus, the Gini coefficient was 2.4% less in
1999 when only taxes were deducted, but 10.6% less
when only government transfers were included. This
situation was also noted in previous years.

In Mexico, government cash transfers accounted
for 8% of the total money income of households in
1998, which represented an increase of 5.3% over the
amount of transfers made in 1994.48 As in Canada and
the United States, government transfers in Mexico
helped reduce income inequality, even though their
effect was considerably less. As illustrated in figure
4.17, the share of total income of households in the
first two quintiles increased from 12.0%, before
including transfers and deducting taxes, to 12.5%

after including transfers and deducting taxes. The
effect of transfers on income distribution was also
reflected in the Gini coefficient, which was 0.486
when transfers were excluded, but 0.476 when they
were included. This improvement in income distri-
bution was due to the greater importance of transfers
to the income of households in the lowest quintiles.
In 1998, 13% of the total money income of house-
holds in the lowest quintile came from government
transfers, whereas the corresponding percentage for
households in the second quintile was 11%. For the
top quintile, government transfers accounted for only
6.4% of total income. No data are available to ascer-
tain the effect of taxes on household income; howev-
er, in Mexico, workers who earned up to three times
the minimum wage were not required to pay income
tax.49 The National Minimum Wage Commission
(Comisión Nacional de Salarios Mínimos) estimated
that, in 1998, the tax savings from this exemption
amounted to 17.7% of the minimum integrated wage
in cities included in area “A” and 20.7% in cities locat-
ed in area “C” (see glossary).50 The latter had the low-
est average minimum wage in the country.

4.9.3 Factors Affecting Changes in Income
Distribution

Changes in the structure of households or families in
North America affected their income levels and
income shares. These changes included increases in
the number of contributors to family income,
changes in age structures, changes in the educational
levels of contributors, and changes in family struc-
ture. In Canada and the United States, the number of
contributors to family or household income did not
change substantially between 1984 and 1999, where-
as in Mexico it increased continuously. With regard
to family structure, substantial changes took place in
all three countries over the last two decades; this was
partly due to the greater participation of women,
especially married women, in the labor force.

In Canada, the number of contributors to family
income increased slightly, from an average of 1.67 in
1993 to 1.7 in 1998. This increase may have been due
to the higher proportion of families with two con-
tributors, which rose from 61% of the total in 1993
to 65% in 1997, while the proportion of families with
one or fewer contributors declined. The structure of
Canadian families also changed during this period.
In 1997, 83% of all families (8.4 million) included a
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father and mother, 12% were single-parent families,
and the rest were of another family type.51 Compared
with 1993, this pattern represented a substantial
increase in families with both parents present, while
the relative number of families with only one income
provider decreased. This change in family structure
was important for income distribution, because the
average income of families with both parents present
is generally higher than that of families with only one
parent. For example, in 1997, the average annual
income of families with both parents present was
Can$61,060, almost twice as high as the average
income for families with only one parent.52 This dif-
ference may have been related to the increased num-
ber of families in which both parents contributed to
family income. Furthermore, these families regis-
tered substantial increases in their average income
between 1993 and 1997.

In the United States, the number of contributors
to family income remained essentially unchanged
between 1994 and 1999, with an average of 1.42 con-
tributors per household in the final year of this peri-
od. Unlike the trend in Canada, in the United States
the number of households with only one contributor
rose during this period, growing more than any
other household type.53 The next group in terms of
growth was households with two or more contribu-
tors. Average income for households with only one
contributor was 19% lower than the average income
reported for all households in 1999. It should also be
noted that the households that grew at the highest
rate were nonfamily households (i.e., those in which
the head of the household was not the mother or
father). During the 1993–1999 period, 53 of every
100 new households in the United States were non-
family households, and by 1999, the proportion of
these households was 31% of the total.54 This change
may have affected the pattern of income distribu-
tion, because the average income of nonfamily
households was much lower than that of family
households. In 1999, the median annual income of
nonfamily households was US$24,566, or 50% lower
than the median income for family households. In
addition, these differences increased slightly for non-
family households in which a woman was the head of
the household. In this case, the average income was
55% lower than for nonfamily households.55

In Mexico, the average number of contributors to
household income increased from 1.73 in 1994 to
1.79 in 1998, a trend that had been observed since

1984.56 This increase was influenced by the substan-
tial drop in real earnings during the 1980s and 1990s
and by the greater participation of women, especial-
ly married women, in the labor force. Moreover, the
number of households with two or more wage earn-
ers rose during this period. While 48 of every 100
households had two or more contributors in 1994,
the ratio increased to 51 of every 100 households in
1998.57 With regard to changes in household struc-
ture, family households (i.e., those in which the
father, mother, or both were present) experienced the
highest growth between 1994 and 1998. During this
period, 80% of the growth of households was due to
the growth of family households. Average quarterly
income for these households was MX$16,100 in
1998, slightly more than the average quarterly
income for all households (MX$15,870).

4.9.4 Trends in Household or Family Income

This section examines trends in family and/or house-
hold income. For Canada, the figures refer to the
average income of families and/or individuals,
whereas in the United States and Mexico they refer to
the average income of households. Income is defined
as disposable income; that is, income after deducting
taxes and including cash transfers from the govern-
ment to members of households. In general, in all
three countries, income differences between house-
holds increased between 1994 and 1999 as a result of
the higher income growth for households situated at
the top of the income ladder.

In Canada, the average annual income of families
or individuals, after deducting taxes and including
government cash transfers, was Can$40,530 in 1998.
This represented a 13% increase over 1994, though
only a 4.9% increase after taking inflation into
account. Incomes did not increase evenly over the
period, however. Between 1980 and 1993, real family
income declined during almost the whole period,
losing 7% of its purchasing power. After 1994,
income began to rise, a trend that continued in sub-
sequent years, with the exception of 1995.

As illustrated in figure 4.18, income differences
among Canadian families and/or individuals
increased after 1994, in contrast to the previous five
years, when virtually no changes had occurred. In
1998, the real average income of families and/or indi-
viduals situated in the bottom quintile was only
11.7% of the average income received by families in
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the top quintile; this ratio was lower than it had been
in 1994 (14%). Education levels influenced these dif-
ferences considerably. In 1997, a significant percent-
age (23%) of families in the first quintile had an aver-
age level of schooling of eight years or less, and 20%
had an average level equal to uncompleted secondary
school. In contrast, the prevalent average level of edu-
cation for families in the top quintile was a university
degree; 33% of these families had this educational
level in 1997. This was reflected in their income
because, that year, the average income of families with
an education of eight years or less was 52% lower
than that of families with a university degree.

Starting in 1994, income recovered in almost all
family quintiles in Canada, except for the first quin-
tile. Families in the top quintile had the largest
increases (10.4%), while those in the first quintile
actually saw their real income fall by 7.6% during the
same period. The result was a widening of the
income gap between these family quintiles. For
example, in 1994, the average income of families in
the top quintile was 7.1 times higher than the average
income of families in the bottom quintile; by 1998,
this ratio had increased to 8.5 (see figure 4.18). The
real income of the other family quintiles also rose
during this period, but at a slower rate than that of
the top quintile.

In the United States, the average annual income of
households in 1999, once taxes were deducted and
government cash transfers were included, was
US$47,816, 29% higher than that for 1994. After
adjusting for inflation, the increase was 14.6%. The
level of real income in 1999 was the highest since
1979. The growth in average household income dur-
ing this period was greatly influenced by the growth
of households with more than one contributor.
Between 1994 and 1999, the number of these house-
holds rose by 6.5%, the second-fastest rate of growth
of all household types during this period.58 It should
be mentioned that, in 1999, the median nominal
income for households with two or more wage earn-
ers was US$63,021, almost double the average
income for households with only one contributor.

During the period between 1980 and 1999, the
real income of U.S. households rose almost continu-
ously, except during recession years; nonetheless, it
should be noted that the increases after 1994 (almost
3% per year on average) were considerably larger
than those of previous years (1.2% per year between
1980 and 1993). Incomes increased in all household

quintiles during this period; the largest increases
were found among those households in the bottom
quintile (an average of 4.5% a year). This situation
reversed the trend toward declining real income of
these households that occurred between 1990 and
1993, when their average income fell at an annual
rate of 2.3%. Households situated at the upper end of
the distribution structure enjoyed substantial
increases in real income between 1994 and 1999,
although the growth rate was lower than that for
households in the bottom quintile. Nevertheless, the
income gap between these households was still very
high (12.6 times higher for the top quintile in 1999).
It should be noted that the growth in real income for
households situated at the upper end of the distribu-
tion scale exceeded the increase in the other quin-
tiles, thereby resulting in more marked income dif-
ferentials (see figure 4.18).

In Mexico, average quarterly household income
was MX$15,869 in 1998, a nominal increase of
89.6% over 1994. However, after adjusting for infla-
tion, income actually fell by 25.3%, thereby reversing
the trend observed between 1984 and 1994, when
real average household income rose by 27%. After
1994, real income declined, even though the number
of households with two or more wage earners
increased during the period.

As illustrated in figure 4.18, the drop in real
household income in Mexico between 1994 and 1998
occurred in all quintiles, although the greatest reduc-
tions were reported for households in the lowest
quintile, in which average income fell by 28%.
Households in the top quintile also suffered signifi-
cant real income reductions; however, compared
with the average income for the other quintiles, their
income was still substantially higher. For example, in
1998, the average income of households in the top
quintile was 13 times the average income in the bot-
tom quintile and 6.5 times that of the second quin-
tile. However, in this period, the income differential
between households in the top quintile and the other
quintiles declined slightly, except for households
with the lowest income levels, where the differential
increased. This reduction was more the result of a
substantial fall in real income for households with
more income than of higher incomes received by
households in the other quintiles. This was in con-
trast to the 1984–1992 period, when the differentials
between these household quintiles increased.

Income differences in Mexico by household quin-



E A R N I N G S ,  L A B O R  P R O D U C T I V I T Y,  L A B O R  C O S T S ,  A N D  I N C O M E  D I S T R I B U T I O N 163

0

10,000

20,000

30,000

40,000

50,000

60,000

70,000

80,000

90,000

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998

Canada
Canadian dollars

I II III IV V Total

0

20,000

40,000

60,000

80,000

100,000

120,000

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

I II III IV V Total

Mexico
Pesos

0

5,000

10,000

15,000

20,000

25,000

I II III IV V Total
1984 1989 1992 1994 1996 1998

NAFTA

United States
U.S. dollars

NAFTA

FIGURE 4.18 Real Average Household Income by Quintile in North America

Note: Income after taxes and transfers. For Canada, average annual income of families or individuals at 1998 prices; for the United States, average
household income at 1998 prices; for Mexico, average quarterly household income at 1994 prices.

Sources: For Canada, Statistics Canada, Survey of Consumer Finances and Survey of Labour and Income Dynamics; for the United States, Census
Bureau; for Mexico, INEGI, Encuesta Nacional de Ingresos y Gastos de los Hogares.
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tiles were also closely related to the age and educa-
tion of the household head. For example, in 1998, a
significant proportion of household heads in the first
decile were very young (17% were under 29 years of
age) or very old (24% were aged 65 years or older),
whereas in the top quintile the proportion of house-
hold heads in these age groups was lower (9.7% and
10.9%, respectively). With regard to education levels,
it is significant that most household heads in the first
two quintiles (over 70% of the total in 1998) had
education levels equal to primary school or lower,
while household heads in the last quintile were bet-
ter educated (71.2% of the total with an average edu-
cation equal to postsecondary school in 1998, and
only 28.8% with an average education equal to pri-
mary school or less).

4.9.5 Distribution of Households by 
Disposable Income Level

In Canada, in 1998, a total of 7.5 million families or
individuals, or 59.8% of the total, had an annual dis-
posable income less than or equal to the average for
all families (Can$39,943 in 1998, at constant prices
for that year). This was only a slight improvement
over 1994, when the corresponding figure was 0.8
percentage points higher. The increased income
inequality observed in Canada during 1994–1998
was also reflected in a higher proportion of families
with high incomes. As illustrated in figure 4.19, the
proportion of families with annual incomes above
Can$70,000 (at least 75% more than the average real
income in 1998) rose by 2.5 percentage points. On
the other hand, the proportion of middle-income
level families (between Can$40,000 and $59,900) to
all families dropped substantially during this period.

In Mexico, 13 million households had incomes
equal to or less than 36% of the average for all
households, almost 63% of the total. This signaled a
serious deterioration compared with the distribu-
tion prevailing in 1994 because, as illustrated in fig-
ure 4.19, the proportion of households in the lowest
income strata (lower than the average for all house-
holds) rose considerably, while the proportion of
households with medium and high incomes
decreased. During this period, the share of house-
holds with real incomes below the average
(MX$6,256 quarterly) increased by 9.4 percentage
points as reflected in the increased income inequal-

ity reported between 1994 and 1998. In addition, the
proportion of households in the middle income
strata (between MX$6,500.00 and $11,500 quarter-
ly), which accounted for 12.5% of the total in 1998,
decreased by 2.5 percentage points, while that of
households in the highest income ranges (at least
MX$11,501 quarterly) fell by 4.5 percentage points.

In the United States, the proportion of house-
holds with incomes below the average for all house-
holds was also high; however, unlike Canada and
Mexico, the proportion of these households
declined considerably between 1994 and 1999. As
illustrated in figure 4.19, the number of households
with real incomes below US$34,999 a year, or at
least 27% lower than the average income for all
households (US$47,816 in 1999) was 49.7 million in
1999, or 47.5% of the total. This was a drop of 11
percentage points from 1994. In contrast, the pro-
portion of households in the highest income strata
rose by almost eight percentage points, with the
largest increases registered for households with
annual incomes of US$100,000 or more. These
trends indicate the considerable mobility of house-
holds toward higher income strata in the United
States during that period. Two factors contributing
to this mobility may have been an increased number
of households with more than two contributors and
the rising average education level of wage earners.
In 1995, 26% of male contributors had a bachelor’s
degree or higher; this percentage rose to 27.4% in
1999. The improvement in the education levels of
wage earners was also noted among women, where
the proportion with university education rose from
24.5% to 26.4% in the same period.

Notes

1. The data in this chapter are presented in the national

currencies of each country, unless otherwise indicated.

2. For example, Robert Z. Lawrence and Matthew J.

Slaughter, “International Trade and American Wages

in the 1980s: Giant Sucking Sound or Small Hiccup?”,

Brookings Papers on Economic Activity: Microeconom-

ics, no. 2 (1993).

3. For example, Noel Gaston and Daniel Trefler, “Protec-

tion, Trade and Wages: Evidence from U.S Manufac-

turing,” Industrial and Labor Relations Review, vol. 47,

no. 4 (July 1994).
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Note: Income after taxes and transfers. For Canada, average annual income of families or individuals at 1998 prices;  for the United States, average
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4. This refers to pay usually received by workers before

taxes and other deductions; it includes payment for

overtime worked, commissions and tips. It refers to

workers in the private and public sectors.

5. The distribution of workers is ordered by quintiles or

deciles, according to the level of earnings. The first

quintile includes the 20% of workers with the lowest

average earnings, while the last quintile consists of the

20% of workers with the highest average earnings.

6. Data refer to the upper limit of persons whose main

income is derived from salaries or wages in each quin-

tile. Thus, data are not available for the final quintile.

7. Data refer to the wage limit for each decile or quintile

of full-time workers aged 25 years or older.

8. In 1999, the average earnings of full-time male work-

ers in the highest decile were 4.5 times higher than the

average earnings in the first decile, whereas the corre-

sponding ratio for women workers was 3.9.

9. The minimum wage for Canada is an average of all

provinces, weighted by the relative size of provincial

labor forces For 1998 and 1999, the rates were

Can$6.51 and Can$6.61 per hour, respectively.

10. Prior to October 1993, workers earning the minimum

wage were not required to pay income tax; in October

1993 the exempt wage level rose to twice the minimum

wage; as of April 1, 1996, workers earning up to three

times the minimum wage were exempted from income

tax.

11. The percentage of hourly-paid workers earning below

the minimum wage stood at 15.1% in 1980 and at

6.2% in 1994.

12. The Fair Labor Standards Act is the main U.S. federal

law regulating minimum wage levels, payments for

overtime worked, and work by minors. The act stipu-

lates that the wage of workers under 18 years of age

cannot be lower than US$4.25 per hour.

13. Article 177 of the Federal Labor Law provides that the

working day for persons under 16 years of age cannot

exceed six hours. In addition, article 178 prohibits

employers from causing persons under 16 years of age

to work overtime and requires that, where this prohi-

bition is not observed, overtime must be paid at three

times the normal wage for the daily hours worked.

14. The employment figure excludes unspecified and

unpaid workers.

15. This figure refers only to hourly-paid employees. See

Ernest B. Akyeampong, “Working for Minimum

Wage,” Perspectives (Winter 1989).

16. Data are from the National Employment Survey.

17. The standard deviation of real wages by occupation at

a detailed level rose from 180 in 1994 to 207 in 1999.

18. In certain occupations, this situation might have been

different if the analysis had been conducted at a high-

er level of occupational disaggregation.

19. Middle education includes programs of study that

require completion of secondary education (e.g., sen-

ior high schools, vocational schools, technical diplo-

mas, or university certificates below the bachelor's

degree).

20. The standard deviation of real wages in nonagricultur-

al industries rose from 202 in 1994 to 210 in 1999.

21. The standard deviation of real wages in all occupations

fell from 28 to 23.

22. Between 1994 and 1999, real wages in Canadian man-

ufacturing rose by 1.9%, whereas the increase had

been 2.4% between 1988 and 1993.

23. Between 1984 and 1993, real wages fell by 8.1% in the

garment industry, by 6.1% in the textile industry, and

by 11.4% in the manufacture of leather products.

24. Between 1992 and 1999, the average real wage for pro-

duction workers employed in manufacturing was

US$555.70 per week, whereas between 1980 and 1988,

it was US$577.70 per week.

25. The standard deviation of wages in the manufacturing

industries was 91 in 1992; it peaked at 96.7 in 1994 and

then began to decline until it reached 91.8 in 1999.

26. This figure refers to permanent workers affiliated with

the IMSS. In 1999, there were 11.6 million such work-

ers, of whom 4.6 million were working in manufactur-

ing; this was 1.3 million more than in 1996.

27. Compared with the average pay reported in the

Monthly Industrial Survey (MX$1,703.80 per week in

1999), the wage level in the maquiladora industry was

37% lower.

28. In transportation equipment manufacturing, average

pay in the maquiladora sector in 1999 was

MX$1,309.90 per week, compared with the average

insurable earnings of MX$1,123.70 in this industry.

Average wages in maquiladoras producing electrical

and electronics materials and accessories was

MX$1,184.00 per week, compared with average insur-

able earnings of MX$769.00 in the industry.

29. Average insurable earnings of workers in the textile

and garment industries were MX$505.70 per week in

1999, compared with MX$661.5 per week for workers

in the textile and garment maquiladora industry.

30. Lucy P. Eldridge and Mark K. Sherwood, “A perspec-

tive on the U.S.-Canada manufacturing productivity
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gap,” Monthly Labor Review, vol. 124, no. 2 (February

2001).

31. Between 1991 and 1999, labor productivity in manu-

facturing rose at an average annual rate of 2.4%, com-

pared with 2.5% in the 1980s, 3.9% in the 1970s, and

3.8% in the 1960s.

32. The average annual growth rate of labor productivity

in communications and other public services was

4.8% in the 1970s and 6.1% in the 1960s.

33. Between 1970 and 1981, labor productivity rose at an

average annual rate of 1.97%.

34. Original data from each country were adjusted to

make them more comparable. Data were converted to

U.S. dollars at the market exchange rate for each

country.

35. Hourly costs consist of all direct payments made to

workers before taxes, whether for time worked

(salaries, bonuses, cost-of-living adjustments, over-

time) or time not worked (vacations and public holi-

days), as well as other payments in kind. They also

include mandatory payments made by employers,

such as social security and other labor taxes, contrac-

tual benefits plans, and plans provided by companies.

They do not include costs for training programs,

recruitment, and services provided by companies (e.g.,

cafeterias and medical services).

36. Between 1992 and 1999, the Canadian dollar depreci-

ated by almost 23% against the U.S. dollar.

37. In 1999, the average hourly labor cost in European

manufacturing was US$20.31. These data were esti-

mated by the Bureau of Labor Statistics.

38. Between 1980 and 1995, hourly labor costs in Asian

manufacturing rose at an average annual rate of 12%,

compared with an average annual rate of 1.4%

between 1994 and 1999.

39. Data were not available for more recent years.

40. Unit labor costs are calculated as the ratio between

total labor costs and real GDP.

41. In 1993, the Monthly Industrial Survey conducted by

the Instituto Nacional de Estadística, Geografía e

Informática extended its coverage from 129 to 205

industrial classes. This meant that survey coverage

increased from 76% to 85% of the value of manufac-

turing GDP. Data from this survey exclude the

maquiladora sector.

42. James K. Galbraith, Created Unequal: The Crisis in

American Pay (New York: The Free Press, 1998).

43. The Gini Coefficient is a measure of income distribu-

tion. Its value fluctuates between 0.0 when all house-

holds (families or individuals) have the same income,

and 1.0 when a single household (family or individual)

has all the income.

44. In this approach, households are ordered from lowest

to highest levels of income and divided into groups of

equal size, called quintiles if there are five groups, or

deciles if there are ten. The total income of each group

is divided by total income to obtain their share.

45. Kathleen Short, Thesia Garnet, David Johnson and

Patricia Doyle, Experimental Poverty Measures 1990 to

1997 (Washington, D.C.: U.S. Census Bureau, June

1999), 11.

46. Transfers include all social welfare payments (from

federal, provincial and municipal governments) such

as old-age insurance, pension payments, unemploy-

ment insurance benefits, compensation for work-

related accidents, training assignments, veterans' pen-

sions, social welfare, and pensions for the blind or

handicapped.

47. This takes into account only cash transfers made by

the government. It excludes benefits such as Medicare,

Medicaid, school breakfasts, and other in-kind govern-

ment transfers.

48. In 1994, transfers represented 7.6% of the money

income of households. Transfers include government

payments for retirement and pensions, insurance

compensation against occupational risks and third-

party risk, payments for severance and work-related

accidents, scholarships and donations from institu-

tions, and other cash payments .

49. See note 10.

50. The integrated minimum wage includes the mini-

mum wage, minimum legal benefits, and tax rebates.

Comisión Nacional de Salarios Mínimos, Informe de

la Dirección Técnica (Mexico City, November 1998).

For minimum wage purposes, the country is divided

into three geographical zones in which, as of January

1999, wages stood at MX$34.45 a day in Area A,

MX$31.90 a day in Area B, and MX$29.70 a day in

Area C.

51. Single-parent families are those in which only the

mother or father is present. Other families are those

with two or more adults related by kinship, such as

brothers and sisters.

52. Income calculations based on data from Statistics

Canada, Income Statistics Division, Income Distribu-

tions by Size in Canada 1997 (Ottawa: Statistics Cana-

da, 1997), table 16.

53. During the 1994-1999 period, the number of U.S.

households with only one contributor rose from 33.0

million to 36.7 million, or from 33% to 35% of the

total.
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54. In 1999, the total number of households in the United

States was 104,705,000.

55. In the United States, the number of nonfamily house-

holds in which a woman was the household head

increased from 16.5 million in 1994 to 18 million 

in 1999 (a 9.1% increase), while the number of

households in which a man was the head rose by

10.6%.

56. In Mexico, the average number of contributors to

household income was 1.58 in 1984, 1.67 in 1989, and

1.69 in 1992.

57. In 1998, the number of households in Mexico with

wage earners was 22,056,385.

58. In 1999, the total number of U.S. households was

104,705,000, of which 47,495,000 were households

with two or more wage earners.


