
hourly compensation of manufacturing workers (adjusted for prices).
Now consider the surprising spread between the two lines since 1980.
Prices did not decrease nor was there a rise in wages that would sup-
port a significant rise in demand. This widening gap between output
per hour and real hourly compensation, rooted in the stagnation of
real wages, means that almost the entire gain from increasing produc-
tivity since 1980 has been appropriated as surplus by capital. The
manufacturing sector neither lowered prices nor increased wages in
keeping with the growing output per worker. This (together with the
lack of new factory jobs) did not help to provide the effective demand
for the growth in output. Instead, as shown in chart 4, employment
kept on expanding in the service sector, where a significant portion of
the jobs are notoriously low-paid or part-time.
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Chart 3: Changes in Hourly Output and Hourly 
Compensation per Worker in Manufacturing (1950=100)

Source: U.S. Bureau of Labor Statistics, Major Sector Productivity and Costs Index, cal-
culated from changes in output per hour in manufacturing (Series ID: PRS30006092) and
hourly compensation changes (Series ID: PRS30006091).
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