












































 Table 1:  The correlation between the first two columns is 0.94.  Average
annual earnings also clearly fall as workers become less productive.   

Although the rankings are slightly different, the same conclusions hold for
the PPP-based calculations.  

The correlation between hourly productivity and hourly earnings using that
set of exchange rates is 0.91.
   



Table 7.1 International Comparisons of Productivity and Wages in Manufacturing, 2004

Earnings Average Earnings Average
Country VA per hour per hour Earnings VA per hour per hour Earnings
US 47.47$        16.15$        34,263.84$ 47.47$        16.15$        34,263.84$ 
Sweden 46.10$        17.16$        33,459.65$ 38.36$        14.28$        27,847.19$ 
Netherlands 42.85$        22.66$        41,238.26$ 42.20$        22.32$        40,613.83$ 
Japan 38.94$        14.37$        32,506.47$ 31.46$        11.61$        26,263.97$ 
Australia 36.94$        16.78$        33,247.49$ 40.10$        18.22$        36,090.21$ 
UK 34.89$        19.22$        40,972.09$ 32.34$        17.81$        37,978.26$ 
France 34.60$        20.37$        38,985.14$ 33.62$        19.79$        37,870.91$ 
Canada 33.38$        15.37$        30,281.55$ 36.05$        16.59$        32,702.79$ 
Spain 30.34$        14.91$        27,750.56$ 35.86$        17.62$        32,800.87$ 
Rep. of Korea 16.40$        9.39$          23,145.03$ 23.92$        13.70$        33,773.86$ 
Mexico 8.76$          1.77$          4,102.92$   12.40$        2.50$          5,811.97$   
Costa Rica 8.57$          1.75$          4,325.54$   17.49$        3.58$          8,827.07$   
Philippines 3.78$          0.48$          1,097.95$   15.81$        1.99$          4,588.86$   
Egypt 3.39$          0.47$          1,374.00$   10.68$        1.48$          4,321.29$   
India 0.64$          0.19$          458.55$      3.18$          0.95$          2,292.76$   

Market Exchange Rates PPP Exchange Rates



Table 2:  A considerably more rigorous test of Ricardian theory should
relate figures on international trade to underlying labor-productivity
coefficients that differ by industry and country.
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this case employment per dollar of value added in good i.  

Note that because the coefficients of the exporting (importing) country j are
in the numerator (denominator) of the independent variable, an increase in
this ratio implies a rise in the relative productivity of the exporter. 



Finally, the equations are estimated using data for 21 manufacturing
industries.  Note that these sectors are defined quite broadly, including such
items as food, beverages and tobacco; chemicals excluding drugs; electrical
machinery; and motor vehicles. 

Because this is a double-log specification the coefficients may be interpreted
as elasticities.  

Thus, for example, in the slope column under market exchange rates the
coefficient 0.46 for US-Germany suggests that a one-percent increase in the
ratio of US to German labor productivity should expand US net exports with
Germany by 0.46 percent.  

The main question, however, is whether these coefficients are positive and
significant as suggested by the Ricardian model

Coefficients in bold are significantly different from zero at the one-percent level
(99-percent confidence level)



Table 7.2 Primary Results from Regressions of Bilateral Net Exports on
Relative Labor Productivities

Market Exchange Rates PPP Exchange Rates
Country

Pair
Period Slope (b) R2 Slope (b) R2

US-Japan 1984-91 0.14 0.09 0.20 0.10
US- Ger 1977-90 0.46 0.06 0.83 0.11
US-UK 1979-90 -0.08 0.03 -0.02 0.02
US-France 1978-90 -0.21 0.02 0.02 0.02
US-Italy 1979-89 0.26 0.11 0.25 0.01
US-Canada 1972-89 0.41 0.02 0.73 0.01
US-Aus 1981-91 0.72 0.05 0.89 0.10
US-Korea 1972-90 -0.64 0.02 0.93 0.18
US-Mexico 1980-90 0.46 0.14 0.56 0.18




