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Abstract

This paper analyzes changes in the structure of wage outcomes between 1983 and 1998 in retail

food – the Grocery Stores industry and the Eating and Drinking Places industry.  Over this time period, the

average real wage in the Grocery Stores industry fell by 8.5 percent.  In fact, real wages in this industry

decreased for workers in all parts of the wage distribution, high, middle, and low.  Consequently, wage

inequality did not increase – unlike many other industries.  In Eating and Drinking Places, the average real

wage increased nearly 25 percent, but this reflects an upward trend in upper part of the wage distribution.

Thus, wage inequality in this segment of retail food increased.  At the same time, there have been significant

changes in unionization, minimum wages, and consumer behavior.

Using Current Population Survey data supplemented with secondary data sources, we find that the

consumer trend towards food away from home rather than food at home correlates with a deterioration

in wage outcomes in the Grocery Stores industry in all but the 90th percentile.  In fact, the results predict

that the median real wage would have increased by 7 percent between 1983 and 1998, instead of declining

by 12 percent, if the level of per capita Grocery Stores sales had remained at its higher 1983 level.

Moreover, the increase in fast food is associated with decreasing real wage levels, or slower wage growth,

in both Grocery Stores and Eating and Drinking Places.

The labor market institutions of minimum wage laws and labor unionization are also found to be

important determinants of wage trends in retail food.  Part-time employment is associated with lower wage

outcomes, but over the last 20 years, the frequency of part-time work in these two industries actually

declines.  Overall, however, labor market institutions and changing demographic characteristics still leave

much of the observed changes in real wages in retail food unexplained.



1 See Autor, Katz, and Krueger (1998), Burtless (1995), DiNardo, Fortin, and Lemieux (1996),
Gottschalk (1997), Johnson (1997), Juhn (1999), Lee (1998), and Topel (1997) and the references cited
therein.
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On an aggregate level, it has been well-documented that wage inequality in the United States has

significantly increased since 1980 (Levy and Murnane, 1992; Gottschalk and Smeeding, 1997). Potential

explanations for the observed increase in inequality include supply-side determinants such as human capital

investment, immigration, cohort size, and female labor force participation; demand-side determinants such

as skill-biased technological change, international trade, and a changing industrial structure; and institutional

factors such as declining unionization and real minimum wage values.1  

More recent scholarship builds upon these results by analyzing specific industries and/or

occupations and attempts to evaluate the various explanations for the increase in wage inequality (e.g.,

Brown and Campbell, 1999; Hunter, 1999; Olson et al., 1999).  This paper adds to this industry-specific

research by focusing on retail food – the Grocery Stores and Eating and Drinking Places industries.  The

analysis below indicates that in the U.S. Grocery Stores industry, real wages have declined over the last

20 years while wage inequality does not exhibit any clear trend.  In the Eating and Drinking Places industry,

wage inequality has increased.  

To assess the relative importance of various factors changing the wage distributions with retail food,

probabilities that different characteristics appear in different time periods are incorporated into kernel

density estimation to construct counterfactuals wage distributions (see DiNardo, Fortin, and Lemieux,

1996).  With these counterfactuals, one can analyze, for example, what the wage distribution would have
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looked like in 1998 if union density or per capita fast food sales remained at the1983 levels, and therefore

assess the relative importance of various factors in explaining the observed changes in wage outcomes. 

In a companion paper (Budd and McCall, 1999), we analyze the effect of changes in retailing and

operating characteristics, especially grocery store size and hours and the use of scanning technology, on

wage outcomes in the grocery industry.  The present research complements Budd and McCall (1999) by

examining a longer period of time and by analyzing different features of retail food, especially changes in

the level and composition of retail food sales.  In particular, the increase in fast food sales between 1983

and 1998 is associated with a deterioration in wages in both Grocery Stores and Eating and Drinking

Places.  

The Retail Food Industry, 1980-1998

When considering consumer expenditures on food, it is common to divide total expenditures into

food at home and food away from home.  In 1960, roughly 75 percent of food expenditures was for food

at home; in the 1990s, the fraction is closer to 50 percent (Kinsey, 1994; Kinsey et al., 1996).  Grocery

stores account for a majority of food at home expenditures while restaurants, including fast food, account

for a majority of away from home expenditures.  Consistent with the consumer expenditure trends, Figure

1 illustrates that real sales in the grocery industry over the previous two decades has been relatively flat (an

11 percent increase between 1980 and 1998) whereas restaurant (excluding fast food) sales have increased

by 46 percent and fast food sales by 60 percent.

Moreover, grocery stores in the last 20 years have become larger and are open longer (Budd and

McCall, 1999; Mayo, 1993; Walsh, 1993).  As a result, the modest increase in sales has not been

accompanied by a similar increase in the number of establishments.  In contrast, the growth in the number



2 For additional background on the two industries, see Mayo (1993) or Mariani (1991).
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of eating place establishments has kept pace with the growth of restaurant and fast food sales.  As the

number of eating place establishments increases and as grocery stores become larger and expand their

prepared foods offerings, competition between the two sectors of retail food has intensified.2

In the aggregate, technological change has received a lot of attention.  In the Grocery Stores

industry, the most visible technological change is scanning technology.  Scanners read Universal Product

Code (UPC) symbols and automatically record the price of each item (as well as providing important

information for ordering and promotions) so that the cashier does not have to manually enter the price into

the cash register.  According to Progressive Grocer (various issues), the fraction of stores using scanners

tripled from under 30 percent in 1982 to over 90 percent in the mid-1990s. 

In the Eating and Drinking Places industry, specialized technology in fast food continues to automate

food production (Leidner, 1993).  More generally, sales analysis and inventory control are increasingly

being done using computer technologies (National Restaurant Association, 1999).  However, it is probably

safe to conclude that restaurants have not been affected by technological change to the same extent as other

industries outside retail food.

To analyze wage trends in retail food against this backdrop of competition and technology, we

selected individuals employed in SIC 601 (Grocery Stores) and SIC 641 (Eating and Drinking Places)

from the Current Population Survey (CPS) Annual Earnings Files (the outgoing rotation groups).  Note that

the CPS does not distinguish between eating places and drinking places nor can we distinguish fast food

from other types of restaurants.  Tables 1 and 2 present annual real wage trends for the two retail food



3 It is not uncommon to find subminimum wage observations (Card and Krueger, 1995) due to a
combination of noncompliance and imperfect coverage.
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industries between 1979 and 1998.  Column 1 contains the average hourly real wage which in Grocery

Stores declines from $11.17 in 1979 to around $9.00 in the early and mid-1990s before rebounding to

$9.26 in 1998.  In Eating and Drinking Places, the mean wage is always significantly lower than in Grocery

Stores: $7.45 in 1979 and $8.33 in 1998.  For comparison, the real value of the minimum wage is nearly

identical to the Grocery Stores 10th percentile (column 4) up to 1987 and is about 10-20 cents less than

the 10th percentile after 1987.3  For Grocery Stores, each of the percentiles follows the same trend

as the mean real wage: a decline with a slight rebound in 1998.  In other words, the entire real wage

distribution in Grocery Stores has shifted downwards since 1979.  In contrast, the Eating and Drinking

Places experience is more varied: the 25th and 50th percentiles fall over this time period whereas the 75th

and 90th percentiles increase.  In short, wage inequality has increased in Eating and Drinking Places while

there is no clear trend in Grocery Stores.  These trends are also reflected in the values of two summary

measures of wage inequality: the standard deviation (column 2) and the Gini coefficient (column 3).

The wage trends results are presented graphically in Figure 2.  The solid lines are for Grocery

Stores and the dashed lines are for Eating and Drinking Places and the lines for each industry from top to

bottom are for the 75th percentile, the mean, and the 25th percentile of the real wage in each industry.

Note that the general trend is downwards for all three measures in the Grocery Stores industry.  In contrast,

the 25th percentile in Eating and Drinking Places has declined while the higher parts of the distribution show

a positive trend.  Figure 2 also clearly shows that wages in Eating and Drinking Places are lower than in

Grocery Stores.



4 These densities are calculated using kernel density estimation (equation 1 described below) with
a Gaussian kernel, a bandwidth of 0.05, and 200 evaluation points.  These analysis below focuses on 1983
and 1998 because union density information is not available for earlier years.

5 The sub-minimum hump in the 1983 distribution stems from tipped employees and disappears
when waiters and bartenders are dropped from the sample.  Its disappearance by 1998 is likely due to
changes in reporting behavior and in public policies regarding the use of tips in minimum wage payment
calculations (see Wessels, 1993).  These changes are beyond the scope of our analysis.  However, omitting
waiters and bartenders does not change the conclusions presented.
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For comparison, Appendix Tables 1 and 2 present the same summary statistics for Manufacturing

and the rest of Retail Trade.  The level of wages in Manufacturing is significantly higher than in retail food

and in Retail Trade more generally.  However, the Manufacturing experience is closer to that of Eating and

Drinking Places than Grocery Stores in that wage inequality shows a clear increase and the lower

percentiles decline while the upper percentiles increase.  Also note that the two retail food industries seem

to represent opposite portions of the Retail Trade wage distribution with Eating and Drinking Places wage

outcomes less than the rest of Retail Trade while Grocery Stores wage outcomes are greater than the rest.

Graphically, the retail food distributions for 1983 and 1998 are presented in Figure 3 while the

distributions for  Manufacturing and the rest of Retail Trade are presented in Appendix Figure 1.4  The two

dashed vertical lines represent the 1983 and 1998  values of the log real minimum wage.  For Grocery

Stores, in both the lower and upper tails, the 1998 distribution is to the left of the 1983 distribution.  For

Eating and Drinking Places, the upper tail has shifted to the right in 1998.  Except for the sub-minimum

hump in 1983, the lower tail has shifted to the left in 1998.5  The Manufacturing and Retail Trade

distributions indicate the same trend as in Eating and Drinking Places: an increase in wage inequality.  Note

also that the Manufacturing wage distribution is more symmetrical and not anchored by the minimum wage.
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The central focus of this paper is to analyze the two retail food wage distributions as presented in

Figure 3 and try to understand the forces underlying the observed changes.  One aspect of retail

employment that receives a lot of attention in the popular press is part-time work.  Column 9 of Tables 1

and 2 show that part-time employment in retail trade has been relatively stable over the last 20 years and

has perhaps even declined.  Comparing these figures with Northrup and Storholm (1967, Figure 3-2) and

Carnes and Brandt (1977) implies that the rise in part-time work in retail food in fact occurred before the

mid-1970s (although Hughes (1999) provides a specific counterexample).  It should be noted that while

column 9 defines part-time to be less than 35 hours per week, the trends are similar for average weekly

hours and the fraction working less than 30 or 25 hours.  While part-time work in these two industries is

much higher than in Manufacturing and the rest of Retail Trade (see Appendix Tables 1 and 2), there has

not been an increase in part-time employment in the 1980s and 1990s.

Two other factors receiving significant attention in the aggregate are education and unionization

(e.g., Juhn, 1999; DiNardo and Lemieux, 1997).  While average years of education in Manufacturing, for

example, increased by more than one year between 1979 and 1998, column 10 of Tables 1 and 2

illustrates that the increase in average educational attainment in retail food has been much more modest.

The economic return to education, as measured by the OLS regression coefficient in a log wage regression,

has remained fairly constant in the Grocery Stores industry at around 0.035 (column 11) and has increased

from around 0.02 to 0.04 in Eating and Drinking Places.  In contrast, in Manufacturing the OLS returns

to education in 1979 is 0.056 and in 1998 is 0.094 (see Appendix Table 1).  These casual comparisons

suggest that changes in educational attainment are not as important in retail food as in other industries for

understanding changing wage outcomes.



6 The state-level measures presented in Table 3 are from Restaurant Business (various issues) and
other publications published by Bill Communications.  Effective Buying Income is personal disposable
income.
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The trends in unionization (columns 12-13) suggest a different, albeit preliminary, conclusion.  Union

density in Grocery Stores declines substantially from 33 percent down to 24 percent between 1983 and

1998.  At the same time, the union wage premium, as measured by the OLS regression coefficient in a log

wage regression, also decreases quite significantly.  Relative to 1983, there are relatively fewer unionized

employees and their wage premium is much smaller.  This suggests that unionization might be an important

factor in understanding changing wage outcomes in Grocery Stores.  Note that in Manufacturing, union

density experiences a significant decline, but the union wage premium is relatively stable.  In Eating and

Drinking Places, while some sectors were heavily unionized in the early post-war period (Cobble, 1991),

by 1983 the fraction represented by a union was only four percent and dropped to two percent by 1998.

Since the focus of the analysis will be a comparison of 1983 and 1998, Table 3 presents additional

summary statistics for the CPS Grocery Stores and Eating and Drinking Places samples for these two

years.6  The question of interest is to what extent can the demographic changes captured in Table 3, the

declining real value of the minimum wage, and the change in competition described above explain the

observed changes in the retail food wage distributions between 1983 and 1998 (as presented in Tables 1

and 2 and Figures 2 and 3).

Empirical Methodology

The foundation of the empirical methodology is nonparametric kernel density estimation.  More

specifically, the Rosenblatt-Parzen estimate of the density function at a point x is 
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weighting essentially replaces the actual 1998 distribution with the 1983 distribution below the 1983

minimum wage, but the 1998 distribution above the 1983 minimum wage is unaffected.

The significance of the minimum wage is also reflected in Table 4.  In Table 4, the actual values for

each measure of interest, such as the average or median log real wage, are presented in columns 1 and 2

for 1983 and 1998.  Column 3 reports the counterfactual value which would have resulted, based on our

estimates, if the minimum wage had remained at its 1983 level.  The number in parenthesis is the difference

between the counterfactual value and the actual 1983 value expressed as a percentage.

First, consider the first row which presents the mean log real wage.  The actual mean in 1983 is

2.198 and in 1998 is 2.103.  If the change in the minimum wage explains much of this decrease in the

average wage, then the average of the counterfactual density should be close to the 1983 actual mean.

However, the counterfactual mean log real wage is 2.105 (column 3) which implies that the average wage

in 1998 would be quite similar to the 1998 observed mean if the real value of the minimum wage remained

at its 1983 level.  In other words, the minimum wage decline only explains 2.11 percent of the actual mean

wage decline in the Grocery Stores industry.

The counterfactual estimates can also be interpreted similar to traditional Oaxaca decompositions.

Traditional decompositions answer questions such as “what would the average wage have been in 1998

using the 1983 characteristics?”  The counterfactual density generalizes this idea to the entire wage

distribution.  To wit, the actual mean decline between 1983 and 1998 is 2.198 - 2.103 = 0.095.  Using

1983 minimum wage characteristics (weights) and 1998 returns (wages), the decline is estimated to be

2.105 - 2.103 = 0.002. So the minimum wage change only explains 2.11 percent of the actual change.



9 In the figures, “before” indicates the counterfactual density before accounting for the relevant
factor and “after” denotes the counterfactual density including the relevant factor.
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However, changing the minimum wage back to its 1983 value explains over 90 percent of the

decrease in the 10th percentile.  There is no explanatory power of the minimum wage change for other

points of the wage distribution.  As an indicator of the overall discrepancy between the actual 1983 density

and the 1998 counterfactual, note that the Kullback and Leibler (1951) measure of the distance between

two distributions falls from 0.208 for the 1983 and 1998 actual distributions to 0.147 when comparing the

actual 1983 and counterfactual 1998 distributions.  Thus, the minimum wage counterfactual accounts for

29 percent of the total difference between the 1983 and 1998 wage distributions.  In sum, these results

imply that the minimum wage is a significant factor in the change in the Grocery Stores wage distribution

between 1983 and 1998 and while the explanatory power is confined to the lower part of the distribution,

this is an important fraction of the entire structure.

Panel B of Table 4 indicates that this conclusion is similar for Eating and Drinking Places.  For

comparison, the analogous decompositions for Manufacturing and the rest of Retail Trade are reported in

Appendix Table 4.  The results for Retail Trade (excluding the two specific industries of interest) are similar

to the retail food results, but the Manufacturing experience is quite different.  More concretely, the minimum

wage has minimal explanatory power for the changing wage structure in Manufacturing. 

Next, consider the hypothetical situation in which the 1998 wage structure is combined with the

1983 minimum wage and the 1983 union density.  The smoothed kernel density estimate of this

counterfactual is presented in the upper-right graph of Figure 4 and the numerical measures are presented

in column 4 of Table 4.9  The graphical differences are slight, however the numerical results are useful.  For
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example, correcting for the decline in union density increases the average wage to 2.122 and accounts for

18 percent of the decline in the average real wage.  The change in unionization is also a very significant

factor in explaining the change in the 25th percentile and the median real wage and explains a portion of

the decrease in the 75th and 90th percentiles.  According to the Kullback-Leibler statistic, the union density

change explains almost 10 percent of the overall difference between the 1983 and 1998 wage distributions.

For Eating and Drinking Places, the results in column 4 imply that above the 10th percentile, if union

density had remained at its 1983 level, the wage distribution values would have increased even more than

they actually did.  However, the magnitudes of these effects are quite small which is unsurprising given the

very low level of union coverage in this industry reported in Table 2.  In fact, it is best to consider these

estimates statistically insignificant.  Using a bootstrap procedure with 1,000 replications, the standard errors

of these percentile estimates are about 0.018 and many of the column 5 point estimates are not more than

two standard deviations different than the column 4 point estimates.

Since  Grocery Stores is, by a large margin, the most heavily unionized industry in Retail Trade, it

is also unsurprising that the unionization results for the remainder of Retail Trade (Appendix Table 4) are

similar to those for Eating and Drinking Places.  In Manufacturing, the decline in union density explains

much of the decline in the median wage, but is less important in the tails of the distribution.

Recall from Tables 1-3 that the frequency of part-time employment in retail food declines between

1983 and 1998.  Comparing columns 4 and 5 of Table 4, if part-time employment had remained at its

higher 1983 level, wages in 1998 would be lower than they actually were.  Again, note that this result is

consistent with popular views equating part-time work with bad jobs, but that in retail food the trend in the

1980s and 1990s has been away from part-time work and this trend is associated with an increase in wage



10 While this estimation strategy is order-specific, the results do not appear to be driven by the
ordering of the steps.  For example, omitting the minimum wage step and reversing the order of the union
density and part-time counterfactuals do not change the results.
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outcomes.  In general, however, the explanatory power is small, but the part-time addition does explain

8 percent of the Eating and Drinking Places median.  Moreover, accounting for the change in the minimum

wage, union density, and part-time employment yields a counterfactual log real wage of 1.774 for the

Grocery Stores 25th percentile which is the actual value for 1983.  Part-time is omitted from the graphical

presentation in Figure 4 because no changes are visible.  

Lastly, consider the final step of the re-weighting procedure which is to re-weight on the basis of

observed demographic, occupational, and geographical attributes.  More specifically, “other attributes”

includes the variables in Table 3, except the state-level measures, plus age squared and region effects.  The

results are presented in column 6 of Table 4 and in Figure 4.  For Grocery Stores,  the addition of these

attributes to the counterfactual causes the distribution to move in the “wrong direction” – i.e., the

counterfactual distribution moves farther away from the actual 1983 distribution rather than closer to it.

The Kullback-Leibler statistic increases slightly and each percentile is predicted to decrease further rather

than increasing towards the higher, actual 1983 percentiles.  These results imply that the increase in average

education, age, frequency of supervisors, and the like between 1983 and 1998 prevented real wages,

across the entire distribution, from declining even more than they are observed to have fallen.10

In Eating and Drinking Places, the changing demographics explain about 15 percent of the changed

wage distribution. The Manufacturing results are similar to those for Grocery Stores.  For example, the

actual 25th percentile in 1983 is 2.179 and the other attributes counterfactual is 2.101 which is significantly
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below the 1983 actual value.  If demographics had stayed at their 1983 levels, these results imply that

wages would have fallen across the board.  For Retail Trade, the final counterfactuals are closer to the

1983 values than in the other three industries.  In fact, accounting for all of the factors explains more than

75 percent of the 1983 to 1998 changes.  In the other industries, however, other factors not captured in

the Table 4 analyses are important.

Demographic Subgroups

To further dissect the changes in wage outcomes in Grocery Stores and Eating and Drinking Places

in the 1980s and 1990s, we repeat the semi-parametric decompositions for men and women separately

and for three educational attainment classes.  Tables 5 and 6 present the results by gender. Figure 6

presents the graphical results; note that the intermediate steps are omitted in the graphical presentation to

conserve space, but the steps of the analyses are identical to those in the previous section.

First, note that the various points of the wage distributions in both industries for both years for

women are always below the analogous value for men.  In other words, across the entire distribution, men

have higher wages than women (compare Panel A with Panel B).  Note that this does not account for any

differences in characteristics and is unsurprising.  However, as illustrated in Figure 6, the minimum wage

anchors each of the distributions so the male-female wage gap is smaller in the lower portion of the

distribution.  Second, with the exception of the 90th percentile of the Grocery Stores wage distribution, the

male-female gap is smaller in 1998 than in 1983.  

Turning to the decompositions, there is not a pattern of systematic differences between men and

women within each of the industries.  As with the decompositions in Table 4, the single most important

factor is the minimum wage.  Unionization is more important in Grocery Stores than in Eating and Drinking
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Places.  And the factors listed in Table 3 do not totally explain the observed changes between 1983 and

1998 even after considering men and women separately. 

Tables 7 and 8 present the results for three education groups: those with less than 12 years of

completed education (dropouts), those with exactly 12 years (high school graduates), and those with more

than 12 years of education (attended college).  The graphs in Figure 7 just present the first and third

categories since they have the sharpest contrast.  As one would expect, the attended college wage

distribution lies to the right of the high school graduates distribution which in turn lies to the right of the

dropouts distribution.  Moreover, the gap between dropouts and graduates is larger at most points than the

gap between high school graduates and those that attended college.  The wage differences between

educational groups also widen in both industries, consistent with aggregate trends.

In the decompositions, the minimum wage’s greatest explanatory power is for high school dropouts.

Unionization, however, is more important for those who completed high school or attended college

compared to high school dropouts.  With the exception of high school dropouts in the Grocery Stores

industry, the final models still leave a majority of the observed wage change unexplained.

Retail Food Competition

As described above and shown in Figure 1, consumer behavior in retail food has changed over the

last twenty years with the two industries increasingly in competition with each other and with the relative

increase in fast food sales.  The preceding analysis documents the relationships between wage outcomes,

labor market institutions, and demographics, but it also important to investigate the effect of these market

changes.  



11 The companion paper, Budd and McCall (1999), undertakes a similar strategy to investigate the
importance of operational measures such as grocery store size and hours. 
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Various issues of Restaurant Business report annual per capita sales for Food Stores, Eating and

Drinking Places, Restaurants, and Fast Food for each state.  Restaurants and Fast Food sales are the major

components of Eating and Drinking Places sales, but the latter also includes bars, caterers, concession

stands, and other miscellaneous establishments.  Note that for the factors previously analyzed, we could

create counterfactual densities based on each individual’s characteristics (for example, whether or not the

individual worked part-time).  For the Restaurant Business measures, each piece of information is for a

specific state for a given year.  These measures are merged to the CPS data by state and year so each

individual is assigned the value for their state.  The means for the specific measured utilized are presented

in Table 3.  

Table 9 reports the results of repeating the above semi-parametric analyses including each state-

level measure in the other attributes category (which still includes the variables from Table 3).11  Columns

1-3 repeat some of the results from Table 4 to facilitate interpretation and comparison.  Columns 4-7

should each be compared with column 3 to gauge the effect of including each market indicator. 

First, note the state effective buying income, or personal disposable income, does not significantly

affect the distribution of wage outcomes in retail food.  The relative prosperity of a state does not appear

to influence retail food wage outcomes.  Next, consider per capita food stores sales – a measure of

spending in Grocery Stores.  On a per capita basis, average food stores sales fell by approximately 18

percent between 1983 and 1998 (see Table 3).  Comparing columns 3 and 5 of Table 9 indicates that if

food stores sales had remained at their (higher) 1983 level, wage levels in Grocery Stores would have been
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higher, albeit by only 2-7 percent.  Moreover, if food store sales had remained at their 1983 levels, wages

in the competitor industry, Eating and Drinking Places, would have fallen (by about the same magnitude).

On the other side of the table, Eating and Drinking Places sales, on a per capita basis and in real

terms, increased by about 20 percent in this period.  Comparing column 6 of Table 9 to column 3 reveals

that if this industry’s sales had remained at their lower 1983 level, real wage outcomes in both Grocery

Stores and Eating and Drinking Places would have been higher.  The pattern of results for fast food sales

(column 7) echoes this same conclusion.  On average across states, per capita fast food sales grew over

20 percent in real terms between 1983 and 1998.  If this growth had not occurred, the Grocery Stores

counterfactual implies that real wages in Grocery Stores would have been higher.  The Eating and Drinking

Places counterfactual also implies that wage outcomes in Eating and Drinking Places would have been

higher. 

In sum, the relative decline in Grocery Stores sales is associated with lower wages in Grocery

Stores and higher wages in Eating and Drinking Places.  However, the relative increase in Eating and

Drinking Places and fast food sales, is associated with lower wages in both Grocery Stores and  Eating and

Drinking Places.  The shift in consumer behavior away from Grocery Stores into Eating and Drinking Places

has a clear negative effect on wages in Grocery Stores.  However, this is not to say that the change in

spending has been good for wages in Eating and Drinking Places.  

The results here imply that the change within the Eating and Drinking Places sector has put

downward pressure on wages in that industry.  This may stem from a changing composition within the

industry: note from Table 3 that  fast food sales per capita increased much more than restaurant sales
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between 1983 and 1998.  While further research is warranted, the results are suggest that the low wage

conditions of the fast food industry are putting downward pressure on wage outcomes in retail food across

the board.  Actual real wage outcomes in Eating and Drinking Places have increased since 1983, but not

because of the increase in Eating and Drinking Places sales.

Conclusions

While there has been much research on changing wage inequality on a broad, across-industry basis,

this paper conducts a focused examination on the U.S. retail food industry between 1983 and 1998.

Applying the semi-parametric methodology of DiNardo, Fortin, and Lemieux (1996) to retail food, we

decompose changes in the wage distributions into four factors: the minimum wage, unionization, part-time

work, and other attributes.  This last factor includes demographic, occupational, and demand

characteristics.

The results imply that labor market institutions are an important determinants of real wage trends

retail food.  The changing real value of the minimum wage explains roughly one-third of the overall

discrepancy between the 1983 and 1998 wage distributions in both the Grocery Stores and Eating and

Drinking Places industries.  The minimum wage also explains over 90 percent of the decline in the 10th

percentile of the Grocery Stores wage distribution.  The other labor market institution, labor union

representation, is a significant explanatory factor of changes in the Grocery stores wage structure above

the 10th percentile.  The importance of unionization in Eating and Drinking Places is quite small.

Part-time work has been a frequent topic in the popular press and among some advocacy groups.

Our analyses indicate that increases in part-time employment are associated with lower wage outcomes
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in retail food.  However, the trend in retail food over the last 20 years has been a slight decrease in the use

of part-time employees and a corresponding (modest) increase in wage outcomes, ceteris paribus.

Two other trends in retail food over the last 20 years are increasing competition between the

grocery and restaurant segments and a growth in fast food sales.  The results above imply that the

increasing competition, and in particular the greater increase in food away from home relative to food at

home, correlates with a deterioration in wage outcomes in the Grocery Stores industry in all but the 90th

percentile.  However, the increase in fast food is associated with decreasing real wage levels in both sectors

of retail food.  Additional research needs to examine the changing composition of the Eating and Drinking

Places industry and the implications for employment outcomes.

Much of the wage inequality literature has also focused on skill-biased technological change.  By

definition, skill-biased technological change increases the gap between the upper and lower portions of the

wage distribution.  However,  the entire Grocery Stores wage distribution has shifted down.  Moreover,

there has not been a dramatic increase in the returns to education.  In the Eating and Drinking Places

industry, the most visible utilization of technology has been in fast food with the automation of food

production and increases in fast food is associated with decreasing real wage outcomes.  While the

measures employed in our analyses still leave a fraction of the 1983 to 1998 changes in the retail food wage

distributions unexplained, skill-biased technological change does not appear to be an important factor.

Future research in this industry should look elsewhere for the missing explanations.

In sum, the results for 1983 to 1998 reinforce the value of employing a methodology in which the

entire wage distribution is analyzed in the context of a specific industry.  For example, the change in the real

value of the minimum wage has significant power in explaining observed wage changes between 1983 and
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1998, but only for portions of the wage distribution below the 25th percentile.  The differences within retail

food as well as between retail food and Manufacturing demonstrate that the changing wage outcomes

cannot be explained by a unitary set of factors.  The changing nature of competition and consumption within

retail food helps in understanding retail food wage trends, but is not likely to be an important determinant

of wage outcomes in other industries.  
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