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We therefore derive

mN _ . 9798.3620/2
16 = 18400.9397/16 . 1.
= 8.5199 2.
From statistical tables, mwm (0.05) = 3.63. 3.
Since 8.5199 > 3.63, we reject the null hypothesis that a common set of
regression coefficients exist to explain the Stage 1 process in both periods, .
Stage 2 , 4.

p=2, k=5, m=18
t -
TTig7 ¢ 734.2243

3937.4448

i

1)
T T1975

Summing over both samples,

' =
T TogrAL - 4671,6691

13537.7927

n
w
0

yielding

mm _ B866.1236/5
26 4761.6691/26

i

9.8688

Again, statistical tables yield mwo (0.05) = 2.50, so we reject
the null hypothesis of insignificantly different regression coefficients for

the Stage 2 procedure also.

CONTENTS

INTRODUCTION

THEORETICAL OUTLINE

METHODOLOGY AND EMPIRICAL RESULTS

3.1 Stage 1

3.2 Stage 2

3.3 Anmalgamated Results

CONCLUSIONS AND FUTURE RESEARCH

TABLE 1

TABLE 2 :

TABLE 3

TABLE 4 :

TABLE 5

TABLE 6 :

APPENDIX 1

APPENDIX 2

APPENDIX 3

REFERENCES

Mobility Rates for Males for the
Twelve Months Preceding November 1972

Mobility Rates for Males for the
Twelve Months Preceding December 1975

Data Matrix for Males, November 1972

Data Matrix for Males, December 1975

Predicted Mobility Rates for Males for
the Twelve Months Preceding November 1972

Predicted Mobility Rates for Males for
the Twelve Months Preceding December 1975

: Some Female Results

: The Training Variable

: A Structural Test of Each Stage of the
Two-Stage Procedure

PAGE

16
19

22

24

26

28

29

30

32

34

36

40

44



*SeTBW 03 PIIOTIISed ST SISATBUR 2BY3 OSTB 1809y

u
v

LT0£°66182

L6E6700¥8T = q<&0hy.u

‘sordues yjoq zoao Surummg
otz 5901 = 48laa

o6zz ssLL = “LOtaa

T Qmmum

*suoTjEnbe

Juriewrise poayStem oyl uoomioq oSueyd TBANIONIIS I0F 1Se3 ATUO [TIM oM snyj

*A3T0TISEPaYSOI939Y JO IUNOIDE 3YEJ 03 PIIDSIIOD UL IABY UDTYM S50Y3l 2Je

suotaenbs Suriewiise ,1Seq, JINo f3X031 oYl UL POOUBAPE SUOSEOI Ioq

opdes psuUTqEOd 8Y3 UT SUOTIBAISSQO JO

soiqetIea Azojeueydxe JO

sopdwes (enpTATPUT JO

sapydwes [enpIATIPUT oyl IoF sorenbs Jo ums IBNPISSI jo

ordwes psutquwoo 9yl I03 soxenbs Jo uns enpIsex = S S

(-wyd/¥s
(1-d)3/ s+ bs)

TP

ou =
Tou = Y
rou = d
wms = 1,1

pus

1,1 = g

1,1 - 5,5 = 2g + Ig

i

_ (rrwyd
= (-d)yd



40.

APPENDIX 3 : A Structural Test of each Stage of the Two-Stage Procedure
fer st

Our aim is to test the equality of the sets of regression
coefficients over equations related to two different time periods,

viz. 1972 to 1975. If the functional form of the equations is

correctly specified and stable, significance of the appropriate
F-statistic (that is, rejection of the null hypothesis that equality
holds from a statistical point of view) would imply that the parent
regression coefficients differ between the two time periods. The
interpretation offered in the text above for such significant
differences is that the estimated equation is neither structural
form nor reduced form, and therefore subject to the instability

introduced by omitted variables.

Here we are concerned with testing whether or not the
two 'samples’ could reasonably have come from the same 'parent’
population. That is, have there been significant changes in
the sets of coefficients between the two periods for which data

exists.

The appropriate m:wmmﬁ_ is given by

1. See Johnston, J., Econometric Methods, Second Edition (McGraw-Hill,
New York 1972) pp. 192-207.

A TWO-STAGE APPROACH TO THE MODELLING OF

INTER~OCCUPATIONAL MOBILITY IN AUSTRALIA

by

Lynne S. Williams*
Monash University

1. "INTRODUCTION

Occupational mobility is one facet of labour market behaviour that
affects both the supply and demand structure of occupations. Knowledge
of mobility patterns is important in estimating needs for new workers
and consequent occupational training requirements. To individual workers,
occupational mobility may be a means to advance towards a career goal or
simply a way to choose a better job from among many occupations. Further
if a worker finds himself involuntarily unemployed from his optimal job
preference, occupational mobility may be one means whereby he can obtain
alternative employment.

This paper builds on ideas proposed by Naphtali, McIntosh and
Ewwwwmsmu who use m.Hmmzomm form to explain net mobility between occupations
in the twelve months preceding both November 1972 and December 1975. Their

approach involves regressing net mobility on all the explanatory variables

The author would like to thank Alan A. Powell for extensive comments and
assistance. Useful contributions were also made by Dean Parham and
Rowen Craigie.

1. Naphtali, McIntosh and Williams (1978).
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Males 1972

Weighted

6''''y M ; = 0.0579 + 0.0074 W 3 - 0.0022 U j + 0.0296 S 5 + residual
(29.5003) (0.5550) (-6.0964) (2.2177) mN = 0.9767

Males 1975

Unweighted
(7''Y)y M, 0.0448 + 0,0091 W ., - 00,0006 U P + 0.0365 S 3 + residual

B

.J 3
(10.4840) (0.2457) (-0.5596) (1.0926) mm = (,4182 -
Weighted
(7'*""') M ; = 0.0412 + 0.0047 W 3 + 0.0002 U 3 + 0.0153 8 j + residual
(9.5308) (0.1310) (0.2027) (0.4288) mm = 0.7599

Comparison of these equations to those in the text (where Y 5 is
included) show that the equations in which Y j is ommitted have slightly
less explanatory power. This is to be expected, since in so far as the Y

-J
are high, they do reflect the difficulty of movement between occupations

requiring extensive retraining. However, this same averaging procedure
disguises the relative ease of movement that occurs between occupations of
similar skills, thus making the interpretation of the <.w coefficient very .
difficult.

The coefficient itself is badly determined, as reflected in the u
fact that it is insignificant for both 1972 and 1975, Further, there is a
significant change in its magnitude from positive to negative over the two

years.

2. THEORETICAL OUTLINE

It is hypothesized that the process of moving from occupation

i to occupation j involves two stages, namely,

(1) the "decision" (whether voluntary or forced) to leave

occupation i ;

(ii)  having left one's previous occupation, the decision to

move into a particular occupation j .

It is further assumed that these two stages are independent,

so that, for i # j ,

Pr {moving from occupation i to occupation j}

= Pr {moving out of occupation i} - Pr {moving into occupation j} .

Stage 1

Total movement out of occupation i is regarded as being
influenced primarily by a weighted average of the past and present rates
of unemployment in i vrelative to the corresponding weighted average in
all other occupations. That is, if unemployment in the rest of the market
has been consistently low relative to occupation i , movement out of i
is expected to be high. Alternatively stated, if unemployment in i has
been relatively high, movement out of i will be greater as more people
are laid off, or as they voluntary go to other occupations in an attempt

to obtain higher job security.
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APPENDIX 2 : The Years of Training Variable

ST

occupation - - the longer the training period required, the smaller the

expected movement to that occupation.

Thus
The number of part-time years required to retrain for a specific ’
occupation relative to an average required to retrain for all other B @ z.u = mmz.u. c.u» m.%. <.uu * error
occupations appears as an explanatory variable at Stage 2 of the decision h
where
making process. That is, it is considered relevant in determining which 1 . . R
M 3 = gross rate” of movement into occupation j from
destination occupation to enter. Although it is recognised that certain . .
. all other occupations (M 3 = M ZWQw where Zwu is
skill barriers do exist between the various occupations, these barriers are . . it
as previously defined);
directly related to the source occupations.
W j = the wage rate in occupation j relative to a weighted
Recall that equation (6) takes the form average of average wages in the other occupations;
(6) M.=C, +C, W, +C,U.+C 8§, +C.Y, +error , W, - z. .
. 1 2 .3 3.5 4 7.3 5.3 = 1Mﬂ|lll where su = the average wage rate in
occupation j
The variables are as defined in the text, and although the M LW
T T
coefficients nw. nm~ nm and na have an unambiguous meaning, the and W = W|Wl|1|xl
) L.
interpretation of nm is far more complex. This is because it is the only i#3 1
variable which is related to qualifications required in the source occupation. . X .
where rw = labour force in occupation 1 ;
Movement will be greatest between occupations requiring the least A . . X
e U 5 = the unemployment rate in occupation j vrelative to a
retraining, and vice versa. Yet this distinction is lost in an equation such ’ A A
weighted average of the other occupations;
as (6), since total movement into occupation j 1is regressed on a variable U U
reflecting the average amount of retraining required from all other ’ = :uﬂﬂlllr vhere cu = the unemployment rate in
occupations, when in fact most of the movement comes from those few occupation j
occupations requiring least retraining. The averaging process we adopt to ' .M. rw Cw
Uy = L .
derive Y ; results in the loss of this information, and further makes the . J L,
. P iy 1
if#j
coefficient on Y . badly determined.

]

1. Gross rates into occupation j are defined analagously to gross

rates out of i . See previous footnote.
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APPENDIX 1 : Some Female Results

As reported in the text, the results of estimating equations
(3), (4) and (5) using female data were highly unsatisfactory but for

completeness are recorded below :

Females 1972

3 M, = 0.1429 - 0.0532R;
(2.1503) (-0.6990) R% = 0.0652
@) M, = -2.8181 - 0.1099 fn R,
(-10.7717)  (-1.9472) 7% = 0.3514
(5) ZaM, = -2.9479 - 0.1271 n R,
(-18.1262) (-1.4602) &% = 0.9426
Females 1975
(3) M, = 0.0385 - 0.0216 R
(0.9301)  (0.4325) &% = 0.0260
@) fomM, = -3.1596 - 0.2241 £n R
(-12.1957)  (-4.0210) R = 0.6979
) fuM, = -3.3896 - 0.1864 Ln R,
(-19.5610) (-0.5707) &% = 0.9524

A cursory glance at these figures shows that the explanatory
variable has the wrong a prioi expected sign in both years, that in both
cases this variable is insignificant, and that weighting the estimating
equation by the theoretically derived weighting factor reduces the apparent
significance of the explanatory variable (equation (4) to equation (5)).

Further, there is no evidence of stability across the two years.

where

Kwu = gross rate of movement from occupation i to
occupation j , E is the expected value operator, and other variables

are as previously defined.

The sequence of testing involves investigating mm and mw
first, then using these results to test mH . By formulating the
theory in terms of these three hypotheses, it is possible to reduce

partially the severity of the data limitations on the analysis.

Data used

Data for the total number of workers transferring between
designated source and destination occupations is only available for the
twelve months preceding November 1972 and December 1975. This data was
collected by the Australian Bureau of Statistics (ABS) as part of the
Labour Force Surveys for these two years, and summaries using the IMPACT
occupational breakdown have been made available to the IMPACT project.
Because this data was only collected at two points in time, estimation
is restricted to cross-section methods utilizing variation across
occupations, although the analysis can be split by sex. The IMPACT
9-major occupation classification yields 72 data points from which to
estimate 72 parameters. Yet, by adopting mw , H, and H

2 3

parameters to be estimated are reduced to 7. That is, H; reduces

the number of parameters from 72 to 18 (9 + 9); mm takes the first 9

and reduces them to 2 ; and mm the second 9 and reduces them to 5.

, the

Diagrammatically,

72 > § 4 9(18) —> 2 + s(7) .
Hy Hy,Hy
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TABLE 6 : PREDICTED MOBILITY RATES FOR MALES

Skilled Blue

m>/ Professional|lLecturers § Skilled mmmwwwwma Collar -
ij White Collar{ Teachers |[White Collar White Collar Metal and
1 Electrical
Professional . .
White Collar G.001590 0.001733 0.001917 0.001839
Lecturers &
Teachers 0.001245 0.001429 0.001580 0.001516
Skilled - '
White Collar 0.001400 0.001473 0.001777 0.001704
Semi and
Unskilled 0.001530 0.001611 0.001756 0.001863
White Collar
Skilled Blue
Collar - N
Metal and 0.001508 0.001587 0.001730 0.001914
Electrical
Skilled Blue
Collar - 0.001566 0.001649 0.001798 0.001988 0.001907
Building
Skilled Blue
Collar - 0.001639 0.001725 0.001881 0.002081 0.001996
Other
Semi and
Unskilled 0.001819 0.001914 0.002087 0.002308 0.002214
Biue Collar
Rural 0.001678 0.001766 0.001926 0.002130 0.002043
Workers
N\
M . 0.034979 0.036812 0.042584

0.040138

0.044396

3. METHODOLOGY AND EMPIRICAL RESULTS

3.1 Stage 1

This stage deals with modelling the decision to move out of

occupation i . Assume equation (1) has the functional form

(3) Zw. = a + wzw. + error , i=1,...,9 .

The construction of the indices zw. proceeded as follows.
First, since the decision to change occupations is relatively long term
in nature, it was felt that relative job security should be measured by
a weighted average of the unemployment histories of different occupations
over the § years (1968-72 and 1971-75) prior to, and including the survey
years (1972 and 1975).

A truncated lag scheme with the following

weighting factors was adopted:

t T
o8 1 oa-e”
W, = = . 0<g<l

» n a
MmMﬁp-mv
t7=0 | =0

t=0,...,4 .

The wmnmamnmw B was arbitrarily set at 0.5, resulting in the

following weights :

0.2403 ;

3
)

w, = 0,2326 ;

1 W, = 0.2171 ;

w, = 0.1861 and

3 Wy = 0.1240 .
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30.

TABLE 5 :

PREDICTED MOBILITY RATES FOR MALES

A Semi and Skilled Blue
M Professional|Lecturers & Skilled Unskilled Collar -
ij White Collar| Teachers |White Collar|, ;. o x Metal and
White Collar .
Electrical
!
Professional
White Collar 0.002572 0.002787 0.003333 0.001988 |
Lecturers &
Teachers 0.001314 0.001924 0.002301 0.001373
Skilled
erdM OMHHWH 0.001790 0.002418 0.003134 0.001870
Semi and
Unskilled 0.002059 0.002783 0.003016 0.002152
White Collar
Skilled Blue
mmwwuwwa 0.001964 0.002653 0.002876 0.003439
Electrical
Skilled Blue
Collar - 0.002434 0.003031 0.003285 0.003928 0.002344
Building
Skilled Blue
Collar - 0.002424 0.003276 0.003550 0.004245 0.002533
Other
Semi and
Unskilled 0.002650 0.003581 0.003881 0.004641 0.002769
Blue Collar
swwﬂw.w 0.002236 0.003022 0.003275 0.003916 0.002337 ¢
A
M j 0.036693 0.049580 0.053734 0.064255 0.038338 P

11.

both years. However, whilst significantly different from zero in the

first period, this variable's coefficient failed a significance test
when estimated from data for the second period. This suggests that a
greater level of sophistication is needed to represent the structural
form adequately. Female results showed relative unemployment entering
with a negative but insignificant coefficient. It is highly optimistic
to expect any realistic results from the female data until it is split
at least into two groups, 'married' and 'others', as the important
decision making variables are likely to vary between these two groups.
Further, the structural explanation of the behaviour of females is

Thus from now on

likely to differ from the one appropriate for males.

analysis is restricted to the explanation of male mobility.

A1l the coefficients of determination (R“) obtained were
on the low side, the best result being 42.57% for males in 1972. A
plot of the raw data revealed that the relationship might be logarithmic

in form. Therefore, equation (3) was respecified as :

(4) £n M, =a+ b Ln R, + error , i=l,...,9 .

Further at a theoretical level, there are good reasons for
giving greater weights to observations involving larger rates of
mobility. A correction of this type enables the existence of
heteroskedasticity tobe taken into account. Thus the equation to be

estimated became

(5) 2. M. = a* + hw b £n Ww + error, i=1,...,9 .
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28.

TABLE 3 : DATA MATRIX FOR MALES, NOVEMBER 1972

Occupation R, W, u . S . Y . L. L.
1. . o] ] W3 1. .J
Professional 1 4.6131 6.6832
White Collar| 0-452097| 0.515893| 4.613166] -0.5315 . 58.2102] 2195.4627
Lecturers §
Teachers 0.069376| 0.221471] 0.292589| -0.3671 | 5.6012 33.4966] 1222,6656
Skilled
White Collar| 0-331427| 0.345994| 0.603931f -0,1572 | 2.0731 147.5217] 2811.,7742
Semi and
Unskilled 0.674541]-0,080987|-0.737506] 0.1989 | 0.0000 196.5279] 2897.1095
White Collar
Skilled Blue
Collar- 60119|10.461642| 0.1200 | 4.0000 | 147.362 367
Motal and 0.529794|-0.060119]10. . . 67.3626| 3790.536
Electrical )
Skilled Blue
Collar - 1.039960]-0.136090| -1.000000f 0.1530 | 4.0000 136.7887] 1922.9001
Building
Skilled Blue
Collar - 1.539692}-0.101491]-0.410031] 0.3538 | 4.0000 288.3785| 1104.5604
QOther
Semi and
Unskilled 2.417977}-0.309576]-0.321402] 0.3665 | 0.0000 | 268.8902] 4167.0114
Blue Collar
Rural 1.023333{-0.180987] 2.116352] -0.0438 | 0.0000 | 162.9670] 2768.9949
SOURCES : R; 1 unpublished data from ABS The Labour Force 1968, 1970, 1971, 1972
U; | (Ref. No. 6.22) Canberra, 1870-74.

w . unpublished data from ABS. Income Distribution Survey 1968-69
*J  (Ref. No. 17.17) Canberra, 1969.

The values for these variables are based on working estimates supplied by
the ABS for research purposes only. As such, the data need not conform to
the usual standards of reliability set by the ABS in its publications and
care should be taken in applying them to uses other than those for which
they were intended.

$ . McIntosh,M.K., and Granek,C,RB., A So¢io<Economic Indéx for Occupations,
*J Research Memorandum, Bachuroo Module, December 1976, (mimeo), pp.17.

Y . Craigie, R. see p.6.

£mwm=ﬂw5m factors as defined in the text.

13,

Hence the appropriate weighting factor is

Although the mN.m for equation (5) were very high, because

the variables have been weighted, these statistics do not have their

usual interpretation. In this case,

2

@

G

By
: \ (n-1)

e}
b
™
.

b4
[
et
1
N
[Wing Fvn

&1
o
[*3

where

@
pebe
.

[3%3

residual sum of squares,

~1
o
pote
.
u

d
fods
o

total sum of squares,

o~
™
s
-
]

n = total number of observations,

and

=
[}

number of explanatory variables.

2

That is, the R“'s are deceptively high. A more accurate

assessment of the explanatory power of the weighted variables is given

by the correlation between actual £n M,

A .

(Ln 2w ), predicted from the weighted variables regression equation.
AN

i.e. r{dn M, £n M, ).

and the value of £n Zw R

Similarly, comparison of the relative

explanatory powers of equations (3) and (5) requires calculation of
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26.
TABLE 2 : MOBILITY RATES FOR MALES FOR THE

Semi and Skilled Blue
M Professional|Lecturers § Skilled Unskilled Collar -
ij White Collar] Teachers |[White Collar White Collar Metal and
) _Blectrical
Professional
White Collar 0,003513* 0.003513* 0.002342*% 0
Lecturers &
Teachers 0.004810% 0.007214% 0.009619* 0
Skilled
White Collar 0.003839 0.000468* 0.015494 0.003007
Semi and
Unskilled 0.003793 0.000768* 0.012395 0.004642
White Collar . .
Skilled Blue :
Collar -
Metal and 0.000777* 0.000777* 0.003963 0.004295
Electrical
Skilled Blue :
Collar ~ 0.000839* 0.000839+ 0.004197* 0,006912 0.003358*
.Building . R S
Skilled Blue
Collar - 0 0 0.010752* 0.012902* 0.006451*
Other .
Semi and
Unskilled 0.001739% 0 0.005920* 0.012463 0.008309*
.Blue Collar | . .. S ; )
Rural : : .
Workers 0.0031266 . ‘ 0 c.ooﬁmwH 0., 005599 0.006081
M 0.040290 | 0.021642 | 0.045969 | 0.054136 | 0.030949 .
* The m,, values for these cells have been derived by the author to

1]

complete the table for the purposes of this analysis only. They have no
official status with either the ABS or the IMPACT project. The large
standard errors attached to the estimates make them highly unreliable
for assessments of individual occupations or for other purposes.

M. .
1]

where m, .
]

Ly

f
FL‘
pae

= gross movement from occupation i to occupation j , i#j

labour force in occupation i .

L}

15.

Weighted

(5" 4n Zw = -3.0700 + 0.1223 fn ww + residual

(-33.9209)  (1.0406) 7% = 0.9586
uasi - R2,. = 0.3276
q 35
i - R%,_ = 0.3051
quasi - R, = 0.

The two equations to be compared are the initial simple
linear specification represented by (3) and the theoretically derived
zwwmvnmm logarithmic form of (5). Comparison of the quasi - mNmm with
the mN for equation (3) shows that equation (5) yields greater
explanatory power in both years. However, comparison between 1972 and
1975 shows little stability in coefficients. For 1972, relative
unemployment is significant, but this is not the case in 1975, where this
variable's coefficient has fallen by approximately 50% on its 1972 value.
Although both constant terms are highly significant, again there is some
instability between the two periods. The above analysis suggests that
although relative unemployment is important in determining the rate of

outflow from a particular occupation, there exist other relevant

variables whose influence is currently being captured, if at all, in the
1

. constant term and in the coefficient of the unemployment variable. The

general lack of stability of the coefficients suggests a failure to
model adequately the underlying structural mOadrw This result is not
entirely unexpected, as the model has been set up in reduced form, with

no reference to the structure of the appropriate demand and supply curves.

Future estimation will involve investigation along these lines.

1. The constant term, of course, will only reflect the influence of those
omitted variables which are constant over the two cross sections .(but
which may vary over time).

2. See Appendix 3 for a test of overall stability between the two
estimation years.
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24.

TABLE 1 ; MOBILITY RATES FOR MALES FOR THE

Semi and Skilled Blue
M Professional}Lecturers §| Skilled U w.wpmm Collar -
ij White Collar] Teachers | White Collar JnsKL Metal and
White Collar .
Electrical
Professional
White Collar 0.004331% | 0.007218* 0.002887* 0
Lecturers & | 4 09119+ 0.006079* 0 0
Teachers " *
Skilled
White Collar 0.004084% 0,001531* 0.014696 0.003630*
Semi and
Unskilled 0.001978% 0.001583* | 0.017242 0.006268
White Collar
Skilled Blue
Collar -
Metal and i} 0.000396* | 0.003568* 0.010068
Electrical )
Skilled Blue
Collar - 0 0 0.010185 0.006021% 0.,005161%
Building | . .} ... . ] ... . A
Skilled Blue
Collar - 0 0 0.008670* 0.004335% 0.002168*
Other . .
Semi and
Unskilled 0.001002% 0.001002* | 0.004977 0.017261 0.011620
Blue Collar
Rural
Horkers 0.000543% 0 0.003802% 0.007061 0.004888*
M 3 0.031760 0.048635 0.054756 0.066544 0.038792
* The m, values for these cells have been derived by the author to

complete the table for the purposes of this analysis only.

They have no

official status with either the ABS or the IMPACT project. The large
standard errors attached to the estimates make them highly unreliable
for assessments of individual occupations or for other purposes.

m

M5 - L

k3

where Eww = gross movement from occupation i to occupation j , i#j

Ly labour force in occupation i .

17.

M j can be regarded as a sample estimate of the corresponding (unknown)

population proportion u . , with variance

b]
o, (I=u ) .
Var (M ) = —L—— ) for fixe L.
ar ( .uu L. + x.u
J
Since . 2
Osu, <1, = = 0
] ru

and

& td
Var ﬁz.uu ru .

=

Because there exist only sample estimates for n j the variance of

M 3 is estimated by
A .M.,
Var (M ) = b = 22d
.3 ru rw

and the appropriate weighting factor for use in regression analysis

of (7) is thus

Recall that the analysis has been restricted to cover males

only. Empirical results for the weighted and unweighted equations are

(quasi - mw.m are as previously defined)

Males 1972 :

Unweighted
6y M j = 0,0566 + 0.0078 W 3 ~ 0.0027 U ; + 0.0440 8 j + 0.0014 Y ., + residual
. . . . .j
(16.1150) (0.4808) (-4.6711) (3.2937) (1.2941) R
R = 0.9379
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4. CONCLUSIONS AND FUTURE RESEARCH

This paper set out to test the primary hypothesis that the
decision to move from occupation i to occupation j could be
estimated in two independent stages. The explanatory power of the
two stages were each relatively high, but stage two results were most
unsatisfactory, especially with respect to the signs and significance
{or lack thereof) of individual coefficients. Combining stage 1 and
stage 2 estimates in order to test the primary hypothesis resulted in

rather unsatisfactory results. These, however, may be explained by

poor individual cell data.

Before completely rejecting this approach, several possible
improvements need to be incorporated :

(a) It is suspected that the s.u variable as used in this paper
is subject to a high degree of srror. For example, no
allowance has been made for the different average numbers
of hours worked per week in each occupation. This will
obviously have an effect on the weekly average wage, yet in
the above empirical analysis the wage rates are proxied by
average yearly occupational income. It is further suspected
that the mid-points of the 13 income ranges as specified in the
Income Distribution Survey do mot necessarily reflect mean income
for that range. Theoretically it is more realistic to think of a
worker as estimating the relative occupational wage over
a number of years. However, in so far as occupation specific
wage data is only available for 1968/69 and 1972/73, this

theory is not empirically testable.

19.

The 1975 results have a priori expected signs on all variables
except the socio-economic index, but equation (7) as a whole has less
explanatory power than the corresponding estimation for 1972. Both
relative wages and unemployment are insignificant, with the constant

term again being the only highly significant coefficient.

Comparison over the two years reveals no stability whatsoever
across coefficients, again suggesting a failure to capture the true

underlying structure of the somwu.u

3.3 Amalgamated results

This sub-section tests the hypothesis that the probability of
moving from occupation i to j is equal to the product of the

probabilities first of moving out of occupation i and then of moving

into occupation j .

Recall, mw : mnzwuu = mmzw.u X mmz.uu >, ifj .

Estimates for mmzw ) and EM wu are derived in sections 3.1

and 3.2. From these it is possible to estimate mhzwuu (and hence zwuu

for both 1972 and qum.m If mw is true, then the differences between

zw@ (observed) and ZWw {estimated) should be close to zero.
In fact, the results are very poor, the correlation coefficients

between estimated and actual KWw values for males being 0.3914 and 0.4861

for 1972 and 1975 respectively. Thus empirical evidence does not appear

to support mp .

1. See Appendix 3 for a test of overall stability between the two
estimation years. ,

2. See tables 5 and 6 for the 1972 and 1975 occupation change specific
mobility matrices.
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