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The model comprises the following equations :
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The endogenous variables in this system are : QM, DM, SM,

Eﬂou , SE, , SI, , SM . and ESJ .

3 k| -3 REFERENCES 35



*(€L6T) IdwhM 995 T

-98e3s uoTjeWIISD Y3l 3IE quZHmmm 93eyoed

uorienbs snosuejTnurs 9Yy3z asn 03 papuaIUT ST IT *suorjednodoo usamiaq
3utaow ATTen3oe soT3TjuEnb ayj surmiszsp 03 uorjenba ,3UTJdesTd,, B pue
‘uorjenbs £7ddns ® ‘uorjenbs puemop ® : suorienbs 9oay3 Jurstidmoo

wa3sds snosuelTnuTs STdWIS £19A B 03 PIonpal aq 210Jaiayj UED Topom oyl

* "'RS 103 uorssaidx® wioj padonpal ® PTOTL TITM (ZG) uorienbs ojug

(ZT) pue (6£) °(gg) suorienbs Burinitisqns pue Jururquod ‘ATIBTTUIS

nHm + ﬁmw + mﬂﬁmﬂwﬂ [
* A.nAEVQ - .nada [53 L_ = "Ra (€9)

spTeoT4 (E%) Pue (TT) €(L) Suorienba Sururqumod ‘snyg,

*sjuale

jueaaTa1 9yl o3 a3eridoxdde psunsse A8oTouyosl pue InoTARYaq I3

WOlF POATISP UIN] UT 9IB SUOTIOUNF 9SaY] °Suorjduny siadueys qofl jo
A1ddns pue 103y puemep 243 Y3joq Jo uorjouny pajydtom (poutwaajspaiad) e
st [ wuorjednodoo o3 T wuorjednooo moij AJTTrqom pealasqo 3Byl skes

yorym * uotijenbs £q pestiemmns ST Tepom TeOT3I9i09y3 posodoxad ayy,
(€4)] Topou TedT

TIOMIWVII NOILVWILSE °¢

|mm|



- 32 -

The method of analysis is identical to that advanced in equations (27) to
(39), and yields an equation for the supply of appropriately qualified

manhours from occupation i to occupation j of the form

SM, . _ _ (GD) . R,
(52) s, = | SN+, Mhlwm-l..r ,
. SH SR S
*Js.m. i) R ij
it3;
whexne i, j=1, ..., n,
=% —
_ WM. mzH.
“epy - L F uuprqu ,
R S

in which

m* ) *

14 = sample mean of wwu 5

with

w* *

13 & wHu 1+ ewuv >
s . * . .
in which ewu is a weighted average of the flexibilities of mwM with
respect to movements into j from other occupations k (k # i, j). To a
*

good approximation, the ¢ s in most cases could be treated as zero due to

v
ij
the relatively small size of occupational transferees as elements of the total

labour force.

Equation (52) is the CET transform of the linear supply system (50). It involves
n wage parameters (i.e., the aAuvv as apposed to the original %n(n - va. and
therefore is probably sufficiently parsimonious in the use of parameters as to

allow estimation from the limited supply of data available.

Equations (39), (44) and (52) together form a supply system which yields the
supply of suitably qualified transferees from occupation i to occupation j

in a given time period.

A THEORETICAL MODEL FOR

*
OCCUPATIONAL MOBILITY IN AUSTRALIA
by

Lynne S. Williams
Monash University

1. INTRODUCTION AND OUTLINE

This paper is concerned with formulating the structural form of a model

to explain occupational mobility of labour in Australia. The equations

for the demand for and supply of labour of different occupational types
are specified from the employer's point of view, which is usual in this

form of analysis. It is obviously impossible to treat the mobility
between occupations in isolation from the other sources of labour supply,
Such as entrants from the immigration and education sectors. It is
therefore necessary to consider demand and supply equations and their inter-
Hmpmnwosmrwﬁm before a reduced form model of actual occupational changes can
be interpreted. However, it must be emphasized that the primary aim is to
explain the process of occupational mobility, as opposed to the far more

complex problem of modelling the entire labour market. Analysis is

restricted accordingly.

Observed mobility is defined as the flow of workers between any two occupa-
tions in a given time period. As such, it is neither purely demand nor

purely supply determined.

The main hypothesis advanced in this paper is that occupational mobility
varies with excess demand (or supply) in the aggregate labour market. An
individual market for a certain occupational type is defined as a supplier's

market if the demand for workers is greater than the available supply; it

* I am indebted to Dean Parham and Alan Powell for extensive comments on
earlier drafts of this paper. All remaining errors are my own.
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Suppose again that the supply system (47) may be approximated by a

linear one. Thus it takes the functional form

48 SM,. = C,.SM , + ) D,. S
(48) ij ij 5 | W ijk wwu

2
} encompass %n(n - 1)“ non-zero parameters.
_ P
J

where {C,.} and {D
1] i
It is highly unlikely that there exists any set of data adequate to estimate

the parameters of equation (48). Further a priori economic structure

would seem to be an absolute precondition to estimation.

The term mm.u can be interpreted as a shift function incorporating the
effects of changes in many factors such as the demographic characteristics
of the population, changes in the education and immigration policy, and the
like. For this fixed value of mz.nm , variations in the wﬂw@ are

generated by changes in the linear combination of relative certainty equiva-

lent wages, M D wwwu .

k ij
Consider first the o“m,..H parameters. Assume that the function Nuﬁ.v is
homothetic. That is, as wm.u increases, the optimal contribution from

each of the source occupations required to achieve SM increases propor-

]

tionately, so that the ratio of each source specific contribution to the total

remains constant.

Further, assume there exists a local correspondence between the functions

ww.ﬁ.v and Nuﬁ.v at the sample means of the observed values. This

J

correspondence coupled with the assumption that Nuﬁ.v is homothetic
determines the values of the C parameters. Using analysis identical

ij

to that presented in equations (17) to (21), it follows that

D § _ .
n'tn = error terms;
d Wn =(0 if un > mn 3
1
S, .
1 Un < &

The problem is therefore reduced to one of defining some decision rule to

de

pPo

If

th

ho

termine whether the market is in excess demand or supply at different

ints in time, and then to estimate the parameters Oy 5 @ mo and mH .

the error terms are well behaved, an appropriate method for estimating
e required parameters is the maximum likelihood techmnique. The likeli-

od function for the entire sample is

E 2 1 R D 2
7 - X - a.P
L = Awanmv Awquv mem -2g anﬁ %%t T %1 nv
D S D 1
n -
8 2
- |WM MAmn - B X, — ByP) »
20 I
m -
where
m = the number of times on = Un 3
n = the number of times on = mn %

D S

and o, , o, are the.standard deviations of e s M respectively.

S t

If the partition into supply-determined and demand-determined data points

is known a priori (i.e., if Wn is determined outside the model), then L

can be divided into two parts, say L~ and L

D s . Independent maximiza-

D S

tion of log L and log L~ for given m and n yields consistent

estimates of o , QH 5 mo and mH as required.

2
o

If Uﬂ = mnan onv in any t , then xn is arbitrarily set at 0 or 1.

Fair and Jaffee go on to discuss alternative methods of estimation which
use price change, formulated as a function of excess demand, to determine
whether the economy is on the demand or supply curve. These methods are
not appropriate to labour market analysis, as the corresponding price
mechanism (the wage rate) does not operate smoothly, continuously, or
instantaneously in both directions, nor can its rate of change be

expressed primarily as a function of excess demand for labour.



“((h%) Pue (6g) suorienbs £q) pourmiejsped st - Kg

c 19339Q ST 92TS 9210J MIOM SATIVDIJD 9yl ‘I1aA3MOH *soofoTdwa awyl
LT

pue ¢ T # [ ¢ 1 paxIy 107 ‘YoTUM UT ¥ senTeA Jo 39S °yj ST ﬁnﬂmw

-31ed pue Swr3l-TTNJ U99M]I9q SpEW UOTIDOUTISTP OU YITM ‘suosiad Jo sisaqunu
axaym

JO swiadl UT ISBD °iAB 3I9fiew InoqeT °yz o3 Surureixad ejep Jo L3rTiolfEwm ayg
C I N4 i
C(F4TD SR TR T o= e (L)
*103083 SuriySTom OT7JToads uopjednodo ue o3 pasoddo se 23839133 ue doyaasp
fr
wioy 3Y3 JO suoriduny spTIL s, WS 9yl 107 (9%) Pue (Gy) suorienbs Jurayos 031 A1eSsed9u ST 3T JBY] SUBSW UOTIBITWI] STY] °SPOY3IamW UOTIDIS-SSOID

*suor3jednddo I8Yyjo woij seoviajsueal £q parrddns sinoyuem 03 Po30T11Sa1 AJTSS903U JO D103918Yy3] ST STSATBUY  *93BP £2AINsS yoea 03

lle

Jo suorjeurquod Aq paonpoid aq ued ydrym [ 2d43 jo sanoyuew xotad syjuom 9ATOMI Yl UT LITTTQOW SINSEBIW ISIY] *9/6T Lxeniqeg pue Z/6T
JO I3qunu ATIOVIFD 9yl Surinsesu UOTIOUNJ UOTIEBWIOISUBI} B = A.vmu I9quaAON UT P@3ONpPuod sfaalins (g g°y) SOTISTIRIS JO NE2INg UBTTBIISOY OMI
pue 21 A3TTTqom TRUOTIBdNDD0 UBTITBIISNY UO STJETTBAE LTIU3IIND BIEBP ATUO 9YJ,
¢ waTqoad 9yl Jjo ToAST snorasid e Je pautmIalsp se ‘suorjednddo
19yjzo [Te woiy [ wuor3zednooo o3 sanoyuem jo £Tddns B3Ol @Yz = mﬂmm *soroenbapeur BlEp jJO 3ITNSA1 B SB wmmomﬁﬂ
Cm £ sTsATeue oyl jo 2dods 9yl UO SUOTIBITWIT SNOTISS dI0W JYJ JO SWOS SSNISTP 03
¢ "WS 30 jucmeTe Tedrddl B = RS
Liessedsu ST 3T ‘Topom 3yl JO 2an3oniis TeOTIaI109y3l ayj SurdoTaaap 21039¢g
¢ T wuorjednooo @dianos
Aq poaryTsseTd suosiad paryrrenb Are3eradoadde £q [ *£1ddns ay3
uoT3edndd0 03U I9ISUBIJ I10J PIIIIJO SANOYUBW JO I03D9A B ﬂmm si9yIom pue ‘uoriledndd0 YoBS UT INOQET I0J PUBWAP 9Y] JUTWISIAP siakofdwa
¢ ﬂm _ ﬂm Jey3 peunsse ST 11 s1030e3 Jurly3Tem 93eradoadde sy3z pue ‘uorjednooo
¢ T uorjednodo o3 pezedmod se [ uor3ednovo uF Inoyuem yoes 103 sdrysuorjefosi A7ddns pue puewsp jueaaTaI 3yl AFJroads 03 Laessedsu
10d sa8en paasn{pe JueTeatnbe AJUTe3i9d UF 9IUSILIITP B3 ﬂ.m ST 3T ‘£3TITqoum Teuorlednooo Jo sysAJeue 9yj 103 yoeoadde STyl asn of
H ﬁﬁm JusweT® TeoTd4A3 yitm *soTqeriea A1ddns pue puemep y3joq JO IJUSNTIUT SNOSUBITNUWLS
‘f uorjednodo ur anoyuem iad (Surufeil jo s3soo 9jearad ?Yy3l 103 SMOTTE 31T 9SNEBO3q 3I9%IeW INOqeT 3Yy3 JOo sTsATeue uf juejiodur
103 pa3snfpe) so3em jusTearnba £jure3zasd jo 10309A ® ﬂw ST AITTTQIXST3I STYL * T 03 ( sonea Jo 98uel 3Yl UT PIIOTIISAIUN ST
A p———— — poried swy3 suo Aue 03 JUBASTII SUOTSDI TTe I9a0 po3zeloail83e uorzednooo
I9Y3jo wol1j sjuswaaow Aq 2IBITSM TBI03 03 9PEW UOTING 422 103 10383 Sup3ydrom Su3 ‘I9y3ang "ORET (ANFUNEDD, SRR
-Ti3uod Ter3jied ay3 3urInsesw Xapuf 2IBITOM OTIoYIuks B A.vﬁ: 3 03, paAaddo 9B SUOTIRANTRG SiEm T SISSP IF IR 4R 8y9NIIAL
ATeJ 3JO 3IBY] SPULIXd STSLTeUE BYL *39aew anoqeT 93e392133® Byl jo
. f~o € ce 93e3s 9yl JurloSTIL1 1030EJ maﬂusMﬂwa (umouy €°9°T) pautwiaispaid e sa93eIO
Crsy " = — -d10douT yoyym ‘919y pojussaad [opom 9y3 I0J STSBq 9Yy3 sopraoid poyjsm STYL
3Byl yons



- 28 -

exists a significant time delay between the decision to immigrate and
entry into the Australian work force. This analysis is tantamount to
saying that occupation changing makes up the residue of optimal total

labour supply mﬁbevu to each occupation j , once supplies have been

offered by all other sources.

Exogeneity of two of the sources of "outside" labour supply reduces

equation (42) to

(43) mAﬁNvu = mz.u + mwu + mHu .

Rearranging (43) and substituting from (41) gives

]

(44) SM S(LX), - SE; - 5T

S(LT), - S(LN), - SE, - SI
( vu ( vu

where mﬁhﬁvu is determined by equation (39)

The concern now is to break the SM j

specific components, i.e., to determine mEHu for all j, i#j.

The analysis is again presented in terms of the representative labour

supplier who now has to relocate his working hours to get optimal

wﬁﬁﬂvu in each occupation j.

The mz“_...H functions are obtained as solutions to the first order

conditions of a constrained optimization problem of the form

(45) Max mu.:.m.v = Ww..mz

. variable into its source occupation

represented by the number of quality adjusted manhours. In so far as

it has been practical, the theory presented below. has been developed in
terms of this :mwn.w

This paper comprises five sections. The basic mobility equation is
formally derived in section 2, where the appropriate weighting factor is
presented as an aggregate not only over all regions, but also over all
occupations. Section 3 contains the derivation of the occupation
specific demand functions. In section 4 the corresponding supply
functions are developed as the second of two stages : at the first stage

occupation specific aggregate supply is derived, then this is allocated

amongst the various sources of supply. The final form of the model is

drawn together in section 5.

1. 1In order to enable empirical testing of the theory using the available

data, it will be necessary to transform this basic unit to worker
equivalents.
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and substitution of (34) and (37) into (38) results in

ST, - TRy R
G sany = |—* SAD + 5D, ] |-t
S(LT) .. i} Wy mw wu.

Equation (39) is Powell and Gruen's transform of the linear supply

system ANNV.H It involves, in the case of an n-occupational model,
n(n ~ 1) wage parameters as opposed to the original n(n + 1). Thus
considerable parameter parsimony has been achieved. (Further savings

would be possible by reparameterizing the system to reflect (say) the

CRETH postulates on the functional form of rA.vv.N

4:2 The allocation of agpgregate supply amongst its alternative sources

Paralleling the analysis used to derive the occupation specific demand
curves, it is posited that total labour supply to any particular occupation

consists of occupation stayers, occupation changers, and entrants from the

education and immigration sectors. That is,
(40) wﬁﬁﬁvu = mﬁrzvu + mAﬁxvu ,
where
mﬁﬂzvu = the number of effective manhours worked by employees who

are currently employed in occupation j and who desire

e

to remain there (i.e., "inside" supply) ;

mAﬁNvu = the additional supply of effective manhours of occupation

i type supplied by changers and entrants from the education

and immigration sectors (i.e., "outside" supply) .

Assuming that mmﬁzvu is predetermined (at wAﬁzvuv, then the aggregate addit-

ional supply function of effeetive manhours to.occupation.- j for a particular

1. Powell and Gruen (1968).

2. See Dixon (1976); Vincent et al. (1978); Hanoch (1971).

-7 -
where
nswu = the observed movement from occupation 1 to occupation j
that occurs in region k 3
mBWu = the demand for occupation j type labour from occupation
that occurs in region k 3
mawu = the supply of labour to occupation Jj from occupation i
that occurs in region k
; k k
and Y = 0 if mBMu > mEHu N
k k
1 aswu < meu .

Aggrégating equation (3) over all regions yields

= + (- 0 < <1
A QM Hy My 1 t&vmz& s $ gy s
where
k k k
M, = m,, , DM, = pdm . , SM,, = )s;_,
Wy masg 3 W& i3 WS“
and
k k
M X k dm,, - sm, q M " N
(5) u,, = Jyw,  such that w,, = SR TS % NP w,, = .
+ i Byt —ent)) k™
i ij ij

Equation (4) utilizes a different weighting factor for movement between
diffevent pairs of occupations. However, because of data limitations it
is highly unlikely that sufficient information will exist to provide

individual estimates of all the ¥ values. Instead, a common value

13
for u 1is imposed over the whole labour market, where this parameter
is predetermined and constructed so as to reflect the relative state of
excess demand or excess supply aggregated over all occupations.

Imposition of this single parameter yu yields the functional

form of the basic labour mobility equation, equation (2).

i
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whilst by (24) 3. DEVELOPMENT OF THE SOURCE — AND DESTINATION -
SPECIFIC DEMAND FOR TRANSFEREES
R (1 + ¢)
(29) mm?HvH = Llﬂ amQ...Eu. s ) The theory relating to the determination of demand for specific i to
R.(1+ ¢,
1 1 s

j transferees is developed in terms of the behaviour of the

representative firm. This firm is a convenient fiction which avoids
where mw“._ and mwu. are compensating small changes in R, and WH at a

3

aggregation problems involved in summing over all individual firms.

given level of S(LT). The difference between an individual firm and the representative one

is that, whereas each individual agent is sufficiently small to be
Thus mbini 27 28 d (29 ields
us, combining (27), (28) and (29) y unaffected by supply constraints, the representative firm can be

ds(LT) R, (1 + e*v S(LT) d dR. affected by aggregate supply constraints. In effect, then, the
k| _J J J = 7 =2
0 1+ . .
a0 mﬂ.ﬂvu R.(1 + e*v S(LT) _ ij Ry representative firm is just a proportionately scaled down version of
i i i
the economy as a whole, and aggregation over all such (identical)
. & 3S(LT) firms yields the appropriately constrained behaviour of this economy.
1f w“_.. 1+ eu..v is written WH , then, solving for i , one obtains
i
The demand for labour of a given type is defined as a derived demand,
(31) 3as(LT) , mQh.vu g_:. which for the purposes of this analysis is assumed to be determined at
R, - R, T, ”
B L leonstaiit i ij a previous level of the firm's decision making in its production process.
S(LT F
(LT) This enables attention to be confined to the 'allocation' of this demand
where to the various sources supplying labour of this particular type.
*
R, S(LT).
(32) w,., = 1+ IW|P s .
1] R. S(LT). The major sources of labour supply are people who want to change their
i 7 i
occupations, and entrants to the labour force from the education and
and where E“E. is closely related to the reciprocal of the expected share immigration mmnnOHm.H It is possible that the firm may have some

of occupation i in certainty equivalent labour income derived from i and preference ordering as regards these alternative sources. For example,

j combined. employers may feel it is easier for new graduates to assimilate into

their firm than for occupation changers to adjust. Alternatively, they
Partial differentiation of equation (22) gives

3S(LT).
(33) ST R 1. An implicit assumption in this approach is that the participation
me 1] rate is exogenous and fixed over the estimation period.
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formation between 1 and j when the other occupations are similarly
fixed. The direct partial transformation elasticity ewu measures
the curvature of h(.) in the i-j plane when other occupational levels

are fixed, and hence is directly related to the right-hand derivative of

(24).

The left-hand term of (24) can be obtained by first setting

n
m = R, S(LT); +R maéu.+ T R ST, -,

. R

3 2#1,3

and with mﬁﬁav& fixed for & # i, j , taking derivatives with respect to
mnﬁavw and mAﬁHvu . These derivatives are the marginal pay-offs in
terms of the objective function 7w of an additional unit of occupations

i and 3 ; their values are

n
wmwm.c = Rgl+ ] mewwmwm wmwwv mAMSL (@=1,3) .
[ g=1 oo o B
mAﬁva mm
The terms mdwmwllm1 compare the relative contribution of occupation o
oo
wmm mC..HvQ
with other occupations’; the terms B are the flexibili~
a B

ties of different wage rates with respect to the supply of labour of
occupational type o . The left~hand term in (24) may be obtained by

taking the ratio |mws\mmﬂﬁﬂku\mwd\mmAhﬂvuu . Writing @mg as the

t
flexibility of the mnr wage rate with respect to the supply of the «a h

occupation, and writing

- 11 -

unrzvu = the demand for labour currently employed in occupation j
{(i.e., the previous period stock corrected for
resignations, dismissals, retirements and deaths); for
convenience, call this quantity "inside" demand;

M DM, . = the demand for occupation j type labour from all other

ify o
occupations, i.e., where uZWu = the
demand for occupation j type labour from source
occupation 1 3

va = the demand for occupation j type labour from the

. education sector

cHu = the demand for occupation 3 type labour from the
immigration sector ;

nuA.v = a function combining the demands for the alternative

sources of labour supply, i.e., "outside" demsnd.

Re~arranging equation (6) yields

7 D(LX), = D(T), - D(IN = G DM DE DI,
€)) (X @D, - DN mw,u. ;5> DEgs DI
where
uAﬁMvu = the demand for an additional unit of labour of

occupation j type, i.e., "outside" demand.

Imposing the assumption that the quantities demanded from each source of

labour are determined according to the relative supplies available from

each of these sources, muA.v can be expressed as

u _—
(8) G Aﬁwuz&, DE , DI,) = kuuz& + DB, + DI, ,
and
o) DM, =
ij QHuUAﬁxvuu Umu = mubmbvsu.. UH..w = .«uUAFNVw_u
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Combining equations (19) and (20) it follows that

S(LT
(21) A, = IMVIWH

J ST |s.m.

(where s.m. indicates evaluation at sample means) .

Thus equation (16) becomes

-
S(LT) . S(LT) + B R s
(2) s@m), = |/ {
3 S(LD) {s.m.
and by imposing homotheticity locally the number of parameters to be

2
estimated has been reduced from n{n + 1) to n" .

Recall assumption Avv.w Using this, the model is parameterized
initially in terms of direct partial transformation elasticities,

T

, defined by

ij
P
a \mAHHvH vaﬁHvM
S(LT), aS(LT) ,
(23) T,. = / A vu ’ ¢ va » for all 3 ,
ij oS(LT) ) ST,
Q .
AS(LT S(LT),
( vu ( vu
= auw (the symmetry condition) .

1., The following analysis is heavily based on the approach developed
in Powell and Gruen (1968).

- 13 -

Combining (9) and (10:1) yields

M,
Ve, + 8E, ¥, DB, . EFD .
iy W03 3

(11) UZwu =
Equation (11) represents the demand by all firms for labour of
occupation j type from source occupation i. Equations (7) to (11)
allocate a certain additional mmambmH for labour of occupation j type
to be satisfied from alternative sources. In turn, the mnowoﬂnwoﬁm
demanded from each source are determined by the relative number of
workers in each source willing and able to supply jobs of occupation j

type. Thus the proportions are supply or worker determined, while the

total number of opportunities are demand determined.

1. It is assumed that total "outside" demand Uﬁﬁxvu > 0, and the case
for cmrxvu < 0 is not considered, though the same analysis is
applicable but in reverse. If Uﬁﬁxvu = 0 , then no net movement

occurs into this occupation.
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agent is derived from the first-order conditions to the following
constrained optimization problem :
s

n
(13) Max w(R) = ] w(R,) = ) R, S(LD),
~ =1 4y 3 3

#

subject to

(14 S(LT) = h(s@D) ,

where mmmwv is the vector of supplies of manhours of different occupational
types with typical element mﬂﬁﬁvu , with the other sywbols as previously

defined.

Without at this stage specifying the functional form appropriate to the
transformation frontier h(.) , but on the assumptions
(a) that it is wosonrmﬂwnw ,

and
(b) that, in the neighbourhood of the solution point,different

pair-wise direct transformation elasticities are approxi-
mately constant (but nevertheless allowed to differ among

different pairs of occupations) ,

the maximization problem (13) - (14) can be solved for effective manhours
allocated to the various occupations by the representative labour supplier.

Solution of the first order conditions yields a supply function of the type

(15) san, = g GITD, B .

1. Homotheticity implies that as S(LT) increases, the distribution of total
effective manhours amongst each alternative occupation increases by the
same proportion, so that the ratio of manhours between any two occupations
remains constant. Put alternatively, homotheticity implies the existence
of straight line expansion paths from the origin. This can be represented
for two occupations mAEHVH and S$(LT)y thus

mﬁrﬁuﬂ

- 15 -

index. Thus it is possible for a representative labour supplier to
work two hours a day as a brain surgeon, three hours as a garbage
collector, and two hours as a school teacher, whereas any individual
worker generally confines his skills to one occupation. Summation
over these identical representative labour suppliers yields the

aggregate n—occupation supply schedule at a particular point in time.

Underlying this approach is the concept that the potential distribution
of aggregate labour supply at any point in time can be represented by a
surface which has as its determinants many factors, including the
mmeWHmwS%n characteristics vm the workforce, outputs of the public and
private education systems, the government's funding decisions for post-
secondary education, immigration, post-school investment in human
capital and 'on-the-job' training. These factors combine to produce an
n~dimensional occupation specific skill transformation mHOﬁﬁmeuH and the
position actually adopted on this frontier represents the occupational
distribution of the work-force at that given point in time. This
position is obtained as the point of tangency between this frontier and
a function determined by the relative rates of remuneration of the
different onncwmnwosmw (i.e., the synthetic welfare index referred to
above). These rates of remuneration are not pure wage variables, but
rather represent wages corrected for other occupation speclfic character-

istics such as social status, the probability of getting a job in a

specific occupation, the private cost of training required to enter that

1. This frontier is regarded as predetermined at any particular point
in time.

2. The analogue of this concept in the goods space is that of the
economy's output mix at any point in time being determined by the
point of tangency between the production possibilities frontier and
a locus of relative prices, so that aggregate revenue is maximized.
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