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Executive Summary
Americans perceive manufacturing jobs

There has been a resurgence in the number

as “good jobs.”

of auto industry jobs since the economic crisis

> Nine out of ten Americans believe that a strong

peaked in 2009.

manufacturing base is very important to our country’s

> The auto industry has added nearly 350,000 jobs

standard of living, according to a poll conducted by

and invested $38 billion in U.S. facilities since 2009,

the consulting firm Deloitte for the Manufacturing

which indicates a long-term commitment to building

Institute. When asked what type of facility they would

vehicles here. As long as vehicles are assembled in the

support to bring jobs to their community, a manufac-

United States, the economic benefits of a just-in-time

turing plant was at the top of the list.

manufacturing base ensures that jobs at many parts
suppliers are also likely to remain in the country,

Manufacturing wages now rank in the bottom

even if wages rise.

half of all jobs in the United States.
> While in the past, manufacturing workers earned

New jobs created in the auto sector are worse

a wage significantly higher than the U.S. average,

than the ones we lost.

by 2013 the average factory worker made 7.7 percent

> In 5 of the 10 “Auto Alley” states—Michigan,

below the median wage for all occupations.

Indiana, Ohio, South Carolina, and Tennessee—new
hires at auto parts plants are paid roughly one-quarter

The perception that manufacturing jobs

less than the other auto parts workers in the state.

are highly paid disguises how many workers

> In 6 of the 10 Auto Alley states—Alabama,

are stuck at the bottom.

Mississippi, Indiana, Ohio, Michigan, and Illinois—

> Today, more than 600,000 manufacturing workers

auto parts workers saw real monthly earnings decline

make just $9.60 per hour or less. More than 1.5 million

between 2001 and 2013. Alabama saw the steepest

manufacturing workers—one out of every four—

decline—24 percent—over that period.

make $11.91 or less.
Heavy reliance on temporary workers hides
Manufacturing wages are not even keeping

even bigger declines in manufacturing wages.

up with inflation.

> About 14 percent of auto parts workers are employed

> Real wages for manufacturing workers declined

by staffing agencies today. Wages for these workers

by 4.4 percent from 2003 to 2013—almost three times

are lower than for direct-hire parts workers and are

faster than for workers as a whole.

not included in the official industry-specific wage
data cited above.

In the largest segment of the manufacturing base—

> Estimates based on U.S. Census Bureau data,

automotive—wages have declined even faster.

however, indicate that auto parts workers placed by

> Real wages for auto parts workers, who now account

staffing agencies make, on average, 29 percent less than

for three of every four autoworker jobs, fell by nearly

those employed directly by auto parts manufacturers.

14 percent from 2003 to 2013—three times faster than
for manufacturing as a whole, and nine times faster
than the decline for all occupations.
> The growth in the number of auto parts jobs is
cause for concern, because the typical parts worker
makes one-third less than the typical auto assembly
worker, and puts downward pressure on the higher
assembly wages.
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Introduction

P

oliticians, economists, and other promoters tout
increased investment by manufacturers, the

benefits of direct and “value added” industry cluster
jobs flowing from manufacturing plants, and the overall
economic boost that manufacturing jobs bring to local
economies. This narrative creates a sometimes-intense
competition among states for manufacturers in the
form of subsidies and tax breaks for the perceived
benefits. And while the manufacturing sector has been
resurging in the last few years, growing by 4.3 percent
between 2010 and 2012, the jobs that are returning are
not the ones that were lost: wages are lower, the jobs are
increasingly temporary, and the promised benefits have
yet to be realized.
This report will trace some of the drivers of this anemic
rebound in manufacturing and its largest sector, auto
manufacturing. “Onshoring” of jobs by manufacturers
is on the rise in the United States; jobs are rebound-

placed via staffing and temporary agencies that pay

ing here due to a combination of a wage convergence

lower wages. The report uses state data from the “Auto

between domestic and international jobs and aggressive

Alley” states—Alabama, Georgia, Illinois, Indiana,

supports from U.S. states. At the same time, the decline

Kentucky, Michigan, Mississippi, Ohio, South Carolina,

in relative wages in the manufacturing sector is strik-

and Tennessee—to provide more refined information

ing: in the last decades, wages in the sector have fallen

regarding lower earnings and wages in auto jobs.

behind private-sector pay, so that wages for production workers in manufacturing are now more than 4.0

Workers profoundly feel these shifts. Phillip Hicks

percent less than the private-sector average, and they

explained to The Washington Post that his only option

continue to decline.

for a job at a Toyota plant in Georgetown, Kentucky was
through the staffing agency Manpower, Inc. Manpower

While the manufacturing sector has
grown in recent years, wages are lower,
the jobs are increasingly temporary,
and promised benefits have yet to be
realized.

assured Hicks that he would be able to switch to Toyota
payroll after a year or two, promising a doubling of
his salary from $12.60 to $24.20 an hour and gaining
benefits.1 But after four years, Hicks was still waiting for
a permanent employee position, unable to afford health
benefits for his family or take more than three days off
per year without risking his job, because of a punitive

Auto manufacturing trends track those of manufactur-

leave policy that only applied to “temps.”2

ing overall; the sector is enjoying a rebound in jobs
since the auto crisis, but the replacement jobs pay

If these wage trends continue, manufacturing and auto

substantially lower wages. While part of the reason for

jobs will not deliver on the promise of creating livable

lower average auto wages is due to the relative increase

jobs with positive economic revivals in communities

in workers in parts plants that pay less than the assem-

and for families.

bly plants, the replacement jobs are also increasingly

2
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Communities are racing
to create “good jobs in manufacturing”
overnment policymakers and state and local
economic development agencies see manufactur-

ing jobs as important to economic growth because
they create a ripple effect, generating additional jobs

The perceived importance of
manufacturing jobs leads to state
competition and generous subsidies.
States and towns compete fiercely to lure manufactur-

in other manufacturers that supply a plant, as well as

ing plants with generous subsidies that strain public

in restaurants and retail, transportation and logistics,

budgets. These large public subsidies are premised,

and white-collar professional services that support

and largely supported locally, on the expectation that

the plant. Manufacturing jobs are thus highly sought

companies will create good manufacturing jobs that

after by our federal and state policymakers, lauded as

boost the local economy, both through jobs at the plant

“advanced industries” that generate investments, create

itself as well as those that arise in the network of

a high number of direct and indirect jobs, enhance

suppliers that serve it and beyond. Yet, subsidies that

worker skills, and generate additional economic activity

taxpayers were asked to support have not always deliv-

in related industries.3

ered the good jobs that employers promised and the
states expected.

In addition, the general public perceives that manufacturing jobs can uplift the economy by delivering
good jobs and generating additional employment in
related support industries. Recent poll results show
that respondents think that manufacturing is the most
important job sector, in terms of strengthening the

Subsidies that taxpayers were asked to
support have not always delivered the
good jobs that employers promised and
states expected.

economy.4 During election seasons in particular, many
public-office-seekers resolve to create and promote

Subsidy programs have included a broad array of

manufacturing jobs, scheduling photo-ops in front

supports, including corporate income tax credits (for

of manufacturing plants with workers and business

job creation, capital investment, research and devel-

owners. And our public policymakers promote manu-

opment), cash grants, low-cost or forgivable loans,

facturers as saviors for still-struggling local economies,

enterprise zones, reimbursement for workers’ training

luring them with subsidies and state welcome mats. 5

expenses, and other types of company-specific state
assistance.6 Companies may also receive property tax

Recent poll results show that respondents think that manufacturing is the
most important job sector, in terms of
strengthening the economy.

abatements, whose cost is borne by local taxpayers
and comes at the potential expense of other goods
and services.7 But many subsidy programs come with
few meaningful conditions: many require little if any
job creation; fewer than half provide any kind of wage
standard for the workers in subsidized companies; and

Thanks to global market forces and aggressive courting

fewer than a quarter require any level of health cov-

and subsidies by the federal government and states,

erage.8 Moreover, subsidy programs aimed at creating

some manufacturing jobs are rebounding, but the qual-

new jobs tend to attach wage and benefits standards

ity of too many of the returning jobs is low and fails to

only to full-time, permanent positions, and have not

live up to workers’ and the overall public’s expectations.

consistently applied those standards to part-time and
temporary workers or contractors within the subsidized
company.9
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Dozens of large manufacturing companies have come to
expect states to undertake worker-training responsibilities in exchange for creating jobs, even when the companies have the financial capabilities to train workers
themselves.10 If the training is too narrowly focused on
a low-wage temporary job, the state’s investment may
have no lasting benefit to workers, who are not any more
prepared to get a better-paying and higher-skilled job.11
The costs to local and state budgets are staggering.
Notable deals have included the following:
• A nearly $1.3 billion package to Nissan to build a
Canton, Mississippi plant in 2001, including a controversial 25-year state tax rebate for jobs that, in many
cases, start at just $12 per hour;
• A $1 billion subsidy package for ThyssenKrupp to
build a steel plant in Mobile, Alabama;12
• A 2007 package deal for Alcoa worth $5.6 billion,
giving a 30-year discounted electricity deal for an

makers were expanding their operations in the United

aluminum plant;

States, especially in southern “right to work” states,

• A $3.2 billion deal in tax breaks and other subsidies

to take advantage of what had now become relatively

for Boeing’s aircraft manufacturing facilities in

cheap U.S. labor and to avoid rising shipping costs.16

2003; and

Companies also may accept subsidies even as they

13

• A 2006 deal with Kia Motors brokered by Georgia

choose sites for their proximity to markets, as Toyota

Governor Sonny Perdue, worth $410 million and esti-

did in 2003 when it chose to locate a new assembly

mated to cost about $160,000 for each of the projected

plant in San Antonio, passing up more generous subsi-

direct jobs at the plant.14

dies to build in other locations because of the new site’s
access to the large Texas market for pick-up trucks to be

Taxpayers may find that they have been
essentially asked to subsidize a large
company whose promise of good jobs
never materializes.

built at the plant.17 Taxpayers may find that they have
essentially been asked to subsidize a large company
whose promise of good jobs never materializes.

These generous packages may not ultimately make a
difference, however, in a manufacturer’s decision about
whether and where to locate new plants. States have
provided generous subsidies to foreign auto companies
that, research suggests, would have begun operations
in the United States regardless of the supports, in order
to strengthen their market share and counteract the
effects of import controls.15 By the 1990s, foreign auto-

4
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“Onshoring” has sparked a
resurgence of U.S. manufacturing
anufacturing in the U.S. is on the rebound.

A few examples:

Between 2010 and 2012, the sector grew by

• General Electric moved its electric water heater

4.3 percent.18 While the share of employment in manu-

production from Mexico to Louisville, Kentucky,

facturing has shrunk rapidly in the decades since the

and hired workers at $13 an hour.26

Second World War, falling from over 40 percent of

• Lenovo, the Beijing computer maker, opened a

private non-farm employment in 1945 to just over

manufacturing plant in Whitsett, North Carolina

10 percent in 2013, there is a core of manufacturing

in 2013,27 due to rising wages in China and the

work (including auto and computers) that is bounc-

ability to offset rising logistics and transportation

ing back and is likely to remain in the United States.

costs by relocating to the United States near a large

Foreign and domestic manufacturers are making major
investments in the U.S. market, including BMW’s
Spartanburg, South Carolina plant, which is in the
midst of a $900 million expansion. From a trough of
19

11.5 million jobs in 2010, manufacturing jobs grew to
just over 12 million in 2013.20 Five million workers work

customer base.
• Ford, GM, and Caterpillar also moved some operations back to the United States for similar reasons.28
• Ikea opened a furniture factory in Danville,
Virginia in 2008.
• Airbus is building a new factory in Mobile, Alabama.29

in the United States for foreign firms, and one-third of
them work in manufacturing jobs.21

Production and labor costs are no longer that different
between international and U.S. based facilities. There

Chinese, Japanese, and U.S.
manufacturers are establishing plants
in the South in particular, where labor
standards are weaker.

has been a “wage convergence” across U.S. locations,30
and international wages have risen while transportation and supply-chain costs have gone up. 31 The gap in
wages across states is narrowing: the median wage in
Georgia, now the lowest among the “Auto Alley” states,
is just 19.8 percent lower than the median in Michigan,

Onshoring by manufacturers is one cause of the domes-

the highest wage on the list. While this gap is not trivial

tic resurgence of manufacturing jobs; they are rebound-

and could be due to differences in composition of jobs,

ing here because wages are lower than they used to be.22

it may not be enough to compel a firm to move a facility

Chinese, Japanese, and U.S. manufacturers are estab-

for savings of this magnitude.

lishing plants in the South in particular, where labor
standards are weaker.23 The Boston Consulting Group’s

While the number of returning jobs is not yet making

2012 survey found that 37 percent of the nation’s

a dent in the six million manufacturing jobs lost

largest manufacturers are considering bringing some

between 2000 and 2009, according to the Bureau of

production back to the United States from China.24 The

Labor Statistics, the returning jobs bring hope to local

wage differential between Chinese and U.S. workers is

economies. 32

projected to shrink to $7 an hour by 2015, down from $17
an hour in 2006.25 Many manufacturers have returned
to the United States due to their just-in-time production
cycles, the increasing costs of shipping and moving
heavier and bulkier component parts like auto interiors,
proximity to demand and to energy sources or natural
resources, and the existence of innovation and R&D
capacities.
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Manufacturing wages are in decline

he decline in relative wages in the manufacturing

• Remington Outdoor Co.—the gun manufacturer—

sector is striking. In most of the post-war period,

is hiring production workers for its new Alabama

manufacturing paid somewhat higher wages than other

manufacturing facility at $11.50 an hour. The project

industries. But this is no longer the case.

is eventually expected to employ 2,000 people. 34
• Texas Power Systems, which supplies engines to

As will be shown below, these reported average wages

the Caterpillar plant in Seguin, Texas, hires workers

are artificially high due to a failure of government data

through a staffing agency for $10.50 an hour.

to account for the lower wages in staffing and tempo-

Workers get a raise to $10.75 if they are hired on as

rary agency–placed jobs in manufacturing. Most of the

direct employees.35

jobs gained since 2009 have been non-union, a key wage

• A Vaughan-Basset Furniture plant in Galax, Virginia

impact for these jobs.33 Note that the decline in average

pays its recent hires $9 an hour. 36

wages in the sector corresponds with the resumption
jobs for decades, accelerating between 2000 and 2009.

Manufacturing wages have fallen
behind the rest of the private sector.

When manufacturers began growing again, the jobs

The longest view we have on wages is the Census

they added have tended to pay less.

Bureau’s Current Population Survey (CPS), which relies

of its growth—the United States lost manufacturing

on household surveys to track wage data over many

If recent trends continue for the next
decade, hourly wages for production
workers in manufacturing will be almost
9.0 percent less than for the private
sector as a whole.

years. As shown in Figures 1 and 2, from 1976 to 2006,
the median wage for manufacturing workers was
higher than for private-sector workers as a whole. That
changed in 2007, and has continued to decline since. 37
Other data sources, such as the Bureau of Labor
Statistics’ Occupational Employment Statistics (OES),

The existence of some high-wage manufacturing work-

allow us to look more closely at both industry (“manu-

ers disguises just how many manufacturing workers

facturing” or “motor vehicle assembly”) and occupation

there are at the bottom of the economy. Table 1, below,

(“all production workers”). The OES data, which collects

shows hourly wage cutoff points for each percentile (10,

data from businesses rather than individual workers,

25, median, 75, 90).

shows the median wage for manufacturing workers is
7.7 percent lower than for all workers (public and private

Returning jobs are simply not paying as much as those

sector). 38 When manufacturing workers are compared

that were lost in the recession. Some examples:

to all goods-producing workers (which includes other

• General Electric is producing electric water heaters

blue-collar production occupations such as construc-

in Louisville, Kentucky, where workers are making

tion, logging, and mining), we can see the median wage

$13 an hour.

Table 1. Manufacturing Production Wages by Percentile, 2013
Total
Employment in
Occupation

Mean
Wage

Wage at
10th Percentile

Wage at
25th Percentile

Median
Wage

Wage at
75th Percentile

Wage at
90th Percentile

6,163,470

$17.11

$9.60

$11.91

$15.66

$20.76

$27.17

Source: Bureau of Labor Statistics, Occupational Employment Statistics, data for NAICS Sector 31-33, All Production Occupations (51-0000), May 2013,
available at http://www.bls.gov/oes/.
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Figure 1. Relative Wages of Manufacturing
Workers to All Workers

Figure 2. Pay in Manufacturing Relative to
Overall Average (Production Workers)
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Source: U.S. Census Bureau, Current Population Survey.

Source: U.S. Census Bureau, Current Population Survey.

for manufacturing is 3.6 percent below the average for

the average hourly wage for production workers in the

the goods-producing sector as a whole.

manufacturing sector was close to 10 percent higher

39

than the average for the private sector as a whole. The
In 2007, the wage gap reported in the CPS data was

gap peaked in 1985, with wages for manufacturing

fairly modest—$19.57 per hour for all private-sector

workers 7.6 percent higher than the average for the pri-

workers, compared with $19.40 an hour for manu-

vate sector as a whole. Manufacturing wages then began

facturing workers. (Note that the CPS data include a

to fall relative to the private sector as a whole, dropping

somewhat broader group of occupations than the BLS

below the private-sector average in 2007 and continu-

data, so median wages tend to be higher than they

ing to edge downward in subsequent years. (Note: The

would be for production workers alone.) But by 2013, the

sharp drop shown in 1964 is associated with a break in

gap had widened considerably, to 85 cents an hour. If

the series; it does not reflect anything that happened

these recent trends continue for the next decade, hourly

in the economy in that year. )

wages for manufacturing workers will be almost 9.0
percent less than for the private sector as a whole. See

This downward trajectory of manufacturing wages

Figure 1, above.

relative to all private-sector employment cannot be
overlooked. If the wage trends continue, manufacturing

In previous decades, the path of wages in manufactur-

jobs will not deliver on the promise of creating livable

ing generally followed the pattern of employment. As

jobs with positive economic revivals in communities

Figure 2 above shows, in the late 1940s and early 1950s,

and families.

Table 2. Changes in Real Wages, All Manufacturing Workers, 2003–2013

Year

Total
Employment in
Occupation

Mean
Wage

Wage at
10th Percentile

Wage at
25th Percentile

Median
Wage

Wage at
75th Percentile

Wage at
90th Percentile

2003

7,456,360

$18.04

$10.15

$12.57

$16.38

$22.11

$29.38

2013

6,163,470

$17.11

$9.60

$11.91

$15.66

$20.76

$27.17

-5.2%

-5.4%

-5.3%

-4.4%

-4.7%

-6.1%

Change

Source: Calculations by the authors. (Bureau of Labor Statistics, Occupational Employment Statistics, data for NAICS Sector 31-33, All Production
Occupations (51-0000), May 2003 and May 2013, available at http://www.bls.gov/oes/.)
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The hidden reality of low-wage
manufacturing workers.
When people say they support bringing manufacturing
jobs to their community, they are probably thinking
of those positions at the higher end of the wage scale.
Fortunately, there are still some of those high-wage
manufacturing jobs left. They disguise the fact that
millions of manufacturing workers are at the bottom of
the wage spectrum, however.
The Bureau of Labor Statistics’ Occupational
Employment Statistics (OES) data report wages by
percentiles, which provides more detail about what is
happening to workers than what is apparent through
the reported averages. The 10th percentile, for example,
means that 10 percent of workers make at or below that
wage rate. The 25th percentile means one-quarter of
workers make at or below that wage rate, and so on.

Manufacturing wages are
not even keeping up with inflation.

The OES data reports that in 2013, there were approxi-

Wages in manufacturing are not keeping up with

ing. More than 600,000 of those workers make just

inflation. As shown in Table 2 on the previous page,

$9.60 or less, and more than 1.5 million of those workers

the median wage for all manufacturing workers in the

make $11.91 or less.41 See Figure 3, below.

40

mately 6.2 million production workers in manufactur-

United States is $15.66 per hour. In real terms, however,
since 2003, the inflation-adjusted median hourly wage
for manufacturing workers has declined by nearly

Figure 3. Distribution of Hourly Wages for
Manufacturing (Production) Workers

$1.00 an hour, from $16.38 to $15.66 (in 2013 dollars).
That amounts to a drop of over 4 percent. For a manufacturing worker who works 40 hours a week, 52 weeks
per year, that translates to a drop in income of about

Looking closer, the data reveal that there have
been similar declines in real wages across all income
categories.

8

$7.25

$9.60

3,081,735 workers

616,347 workers

The public assumes that manufacturing
jobs are highly paid, but the reality is
that millions of manufacturing workers
are at the bottom of the wage scale.

1,540,868 workers

$2,000 a year.

$11.91

$15.66

$20.76

$27.17

Source: Bureau of Labor Statistics, Occupational Employment Statistics,
data for NAICS Sector 31-33, All Production Occupations (51-0000),
May 2013, available at http://www.bls.gov/oes/.
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Case Study:
The changing nature of automotive work

otor vehicle manufacturing and supply is a
significant sector in our economy, and is the

words, today 72 percent of autoworkers—nearly three
out of every four—are in the parts sector. That number

largest manufacturing sector.42 Employment in the auto

is significant because, according to data from the

sector has followed the same general downward path

Bureau of Labor Statistics, the median wage for workers

as manufacturing as a whole, although the sector’s jobs

in the auto parts sector is one-third less (36 percent)

have rebounded since 2009. At the start of the 1950s,

than for a worker in a final vehicle assembly plant.44

autoworkers accounted for more than 2.0 percent of

Further, auto suppliers—like many other manufac-

private-sector employment. This share has dropped to

turers—are increasingly turning to staffing and temp

just 0.7 percent in the last decade. But, auto has added

firms to supply their labor. The industry has been

over 340,000 jobs since the 2009 fallout, according to

a multi-tiered one for decades, and the sometimes-

the U.S. Treasury, making it one of the few sectors in

elaborate supply chain matrix has grown more complex

this recovery that is relatively healthy. By taking a

in recent years. Auto suppliers have begun to outsource

closer look at this group of manufacturing workers—

their labor supply to staffing and temporary firms, as

especially workers in the parts sector, who tend to be

described below, creating yet another level of con-

paid less—we can gain some insight into some of the

tracted work in the industry and lowering wages even

factors that are driving down wages across the manu-

further. As shown below, the reported median wage in

facturing sector.

auto parts manufacturing is around $15 an hour, but

43

this is inflated because of some still relatively higherThus, the definition of what an auto job is has changed

paying jobs in union shops or higher-skilled positions

over the years, with significant consequences for the

in the industry, and because jobs placed by staffing or

wages of workers in this sector. In addition to the drop

temporary firms that pay less are measured separately.

in its share of total employment, there has also been
sector, changing the way the industry operates and

The U.S. auto industry
is seeing an impressive rebound.

altering the quality of the average job. Throughout

As the economy collapsed and auto production in the

the 1960s, when wages were at their peak, the share

United States bottomed out in 2009, every automaker—

of autoworkers employed in auto assembly plants had

foreign and domestic—scaled back production and

been close to 50 percent, when wages were at their peak

laid off workers.45 Since then, U.S. auto production has

in the industry. It began to decline slightly in the early

rebounded, from a low of 5.7 million vehicles in 2009 to

1970s, but was still almost 46 percent in the mid-1980s.

11.1 million vehicles in 2013.46 This rebound is reflected

a substantial change in the employment mix in the

Today, 72% of autoworkers are employed
in the auto parts sector, where wages are
much lower. Parts suppliers increasingly
rely on staffing firms for labor.

both in the number of jobs in the U.S. auto industry and
the amount of investment that automakers have made
in their U.S. production plants. Foreign and domestic
companies have added 350,000 new jobs at their U.S.
auto assembly and parts plants since the auto crisis in
2009. They have made $38 billion in capital investment

Between 1980 and 1990, the mix shifted dramatically.

since 2009.47 This suggests a commitment by U.S. and

In 1980, 49 percent of autoworkers were in the sup-

foreign producers to keep jobs in the United States.

plier sector, and by 1990, it had climbed to 69 percent.
Growth in the supplier or parts sector since 1990 has

New jobs and more investment are good news. Major

been comparatively marginal. In 2013, according to

investments in U.S. factories makes it more likely that

Current Employment Survey data, there were 147,400

these jobs will stay in the United States, and as long

auto assembly production workers and 384,500 produc-

as automakers are assembling cars here, there are

tion workers employed by auto parts suppliers. In other

economic incentives for them to maintain a significant
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network of parts plants here as well, given the demands

that communities work so hard to retract and retain—

of just-in-time production, high shipping costs for

saw the most dramatic decline. The wage at the 75th

certain types of parts, and the desire to reduce or

percentile—presumably, the most skilled and experi-

eliminate the costs of warehousing and inventory of

enced employees—plummeted by 29 percent. In auto

parts. While the manufacturing of certain automotive

assembly, real wages fell by 21 percent during that

components—such as airbags, wiring harnesses, seat-

same period.

belts, and audio systems—have largely moved outside
of the United States, there are economic incentives for

The median wage for auto parts workers is $15.83 an

many other parts to be produced domestically, near the

hour, still 17 cents an hour above the median for all

assembly plants they supply. These include parts of the

manufacturing workers. One out of ten auto parts work-

car that are too heavy or bulky to ship, as well as parts

ers makes less than $10.38 an hour, and approximately

built essentially to order in just-in-time plants where

one out of every four makes less than $12.63—just

inventory is measured in hours, not days or weeks.

slightly above the average for all manufacturing
workers.

But the quality of
automotive jobs is declining.

As Table 4 on the next page shows, median wages for

Historically, average pay in the auto industry far out-

autoworkers are falling significantly faster than for

paced other private-sector jobs. In the 1950s and 1960s,

manufacturing workers as a whole. Median wages for

the industry-wide average wage was roughly 30 per-

auto parts workers, for example, fell three times faster

cent higher than the average for the private sector as a

than wages for manufacturing workers as a whole, and

whole. It then rose relative to the private-sector average

nine times faster than the average for all occupations.

in the 1970s, peaking in the mid-1980s at more than 150

Motor vehicle manufacturing fell nearly five times

percent of the average private-sector wage.

faster than the average for all manufacturing workers.48
Because auto companies factor in labor costs when they

But by many measures—because of the declines in the

decide whether to do work in-house or contract with a

relative pay in the parts sector and also the decline

supplier, lower wages in the supplier sector can drag

in the share of workers employed in auto assembly

down wages at the final assembly plants as well.

plants—average pay for autoworkers is now comparable
to pay in the rest of the private sector.

The auto jobs being created
are worse than the ones lost.

As Table 3 below shows, between 2003 and 2013, the

The wage trends in the automotive sector track the

real (inflation-adjusted) wage for auto parts workers

trends in overall manufacturing: the replacement jobs

fell by 13.7 percent. Auto parts workers toward the

following the auto crisis and recession are not on a par

top of the pay scale—the “good manufacturing jobs”

with those that were lost.

Table 3. Changes in Real Wages, Motor Vehicle Parts Manufacturing Workers, 2003–2013
Year

Wage at
10th Percentile

Wage at
25th Percentile

Median
Wage

Wage at
75th Percentile

Wage at
90th Percentile

2003

$11.61

$14.26

$18.35

$28.41

$36.54

2013

$10.38

$12.63

$15.83

$20.17

$27.13

Change

-10.6%

-11.4%

-13.7%

-29.0%

-25.8%

Source: Calculations by the authors. (Bureau of Labor Statistics, Occupational Employment Statistics, data for NAICS Code 3363, All Production
Occupations (51-0000), May 2003 and May 2013, available at http://www.bls.gov/oes/.)
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Table 4. Comparison of Real Wages, 2003–2013, Manufacturing Occupations vs. All Occupations
Year

All Occupations

All Manufacturing

Motor Vehicle
Manufacturing

Parts Manufacturing

2003

$17.13

$16.38

$31.45

$18.35

2004

$17.06

$16.16

$31.09

$18.26

2005

$16.88

$15.90

$28.38

$17.74

2006

$16.88

$15.76

$28.37

$17.43

2007

$16.97

$15.73

$29.09

$16.99

2008

$16.85

$15.65

$29.37

$16.49

2009

$17.32

$16.10

$29.62

$16.74

2010

$17.38

$16.10

$27.93

$16.69

2011

$17.16

$15.88

$26.11

$16.53

2012

$16.95

$15.74

$25.21

$16.14

2013

$16.87

$15.66

$24.83

$15.83

% Change

-1.52%

-4.40%

-21.05%

-13.73%

Source: Calculations by the authors. (Bureau of Labor Statistics, Occupational Employment Statistics, All Production Occupations (51-0000) for NAICS
Sector 31-33 and NAICS Codes 3361 and 3363, and All Occupations (00-0000), May 2003 and May 2013, available at http://www.bls.gov/oes/.)

Alabama: Auto Jobs on the Rise, But Paychecks Decline
Alabama refers to itself as the “center of the Southeast’s
auto industry,”49 and with good reason. Before 1997, when
Mercedes opened the first auto assembly plant in the state,
the Alabama automotive industry was nearly non-existent.
Then, Honda opened a plant in Alabama in 2001, followed by
Hyundai in 2005.50 Kia built its plant in West Point, Georgia,
on the Alabama border, in 2010.51 Toyota has also made
engines in Huntsville, Alabama, since 2003.52 Today, there
are 12,800 workers employed at auto assembly plants in the
state, and another 20,700 at parts suppliers.
Since 2001, the number of auto parts workers in Alabama
has grown by 64 percent. But while the number of auto jobs
in Alabama has been on the rise, paychecks have been on the
decline. From 2001 to 2013, real (inflation-adjusted) monthly
earnings for Alabama auto parts workers have declined by
42 percent—more than any other major auto-producing state.
The average Alabama auto parts worker took home $1,593
less in 2013 than he or she did in 2001.53
	What may be contributing to these falling wages, even
as the Alabama auto industry thrives? There are several
likely factors:54
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• New hires are taking home about $600 less per month
than the typical auto parts worker in the state—17 percent
below the statewide average. The significant number of
new hires in Alabama—both in terms of new auto parts jobs
coming to the state, and the significant turnover in existing jobs—contribute to pulling down the average wage for
autoworkers overall.
• In the period from 2001 to 2013, the number of young auto
parts workers (aged 19 to 34) nearly tripled—a growth rate
twice as fast as the Alabama auto parts industry as a whole.
• Young workers tend to make less than older workers. In
Alabama, the monthly incomes of auto parts workers under
22 are two-thirds of the state average wage for that sector.
Workers aged 22 to 24 make three-quarters of the average.
• Meanwhile, older workers have seen their wages go
backwards. Alabama auto parts workers 45 and older saw
real wages decline by 50 percent or more from 2001 and
2013. Workers aged 35 to 44 saw real wages shrink by onethird over that same period.

11

In addition to the evidence cited above, state-level
data on the auto industry taken from the Census
Bureau’s Quarterly Workforce Indicators—which
measures quarterly earnings, not hourly wages—can

Table 5. Monthly Earnings, Motor Vehicle
Parts Manufacturing Workers, New Hires vs.
All Workers
State

% Difference for New Hires

Michigan

-28%

Indiana

-27%

Tennessee, Mississippi, South Carolina, Alabama,

Ohio

-25%

and Georgia.

South Carolina

-24%

Tennessee

-23%

Kentucky

-18%

Alabama

-17%

Illinois

-16%

has new hires collecting monthly earnings similar

Georgia

-7%

to the statewide average for parts workers. In every

Mississippi

1%

shed some additional light on trends affecting workers. Auto manufacturing is concentrated in a relatively
small number of states, known as the “Auto Alley”—
mainly Michigan, Ohio, Indiana, Illinois, Kentucky,

Median wages for autoworkers are
falling significantly faster than for
manufacturing workers as a whole.
For auto parts workers, just one state—Mississippi—

other state, new-hire wages are dramatically lower.
See Table 5, top right. In 5 of the 10 states, monthly
incomes for new hires are around one-quarter less

Source: Calculations by the authors (U.S. Census Bureau, Longitudinal
Employer-Household Dynamics, Quarterly Workforce Indicators, 2013,
NAICS Code 3363, available at http://lehd.ces.census.gov/.)

than the state average.

Real monthly earnings are declining
for all autoworkers, not just new hires.
In a majority of Auto Alley states, parts workers have

Table 6. Change In Monthly Earnings,
2001-2013, Motor Vehicle Parts Manufacturing
Workers

from 2001 to 2013. See Table 6, bottom right. Kentucky

State

% Difference in Monthly
Earnings, 2003–2013

and Georgia—the two states with the lowest monthly

Alabama

-24.0%

Mississippi

-13.6%

in monthly earnings at 24 percent, a worker’s monthly

Indiana

-12.1%

paycheck was $1,200 less in 2013 than in 2001.

Ohio

-9.4%

Michigan

-3.3%

Illinois

-1.6%

Georgia

3.8%

Kentucky

7.9%

Tennessee

8.0%

South Carolina

13.3%

seen real (inflation-adjusted) monthly earnings decline

earnings in 2001—saw increases, along with South
Carolina. In Alabama, which saw the largest decline

Source: Calculations by the authors. (U.S. Census Bureau, Longitudinal
Employer-Household Dynamics, Quarterly Workforce Indicators, 2001
and 2013, NAICS Code 3363, available at http://lehd.ces.census.gov/.)
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Heavy reliance on staffing agencies obscures
much deeper problems in manufacturing

ften lost in the official numbers on employment
fluctuations and wage trends is a closely related

but not well-tracked trend that has reshaped manufacturing jobs over the past two decades: domestic
outsourcing. Workers looking for a manufacturing job,
and especially one in an auto plant today, increasingly
find that the only open positions are placed by staffing agencies that pay lower wages and provide fewer
benefits as compared with direct hires, and that offer
limited opportunities to secure a permanent-employee
position. Government data fail to include staffing
agency workers in the official counts for manufacturing workers and fail to factor their wages into industry
averages, however, making it difficult to track this trend
with precision. Yet existing data sources offer ample
evidence of this dramatic trend in manufacturing and
the extent to which it has degraded jobs; these sources
are substantiated by anecdotal evidence from workers
and from the many towns where manufacturing plants

Second, manufacturing employers began to rely more

have blossomed with the support of generous subsidies

heavily on staffing services to fill core production and

but have failed to provide family-supporting jobs.

low-skilled manual occupations as opposed to only for
peripheral functions, such as janitorial.60 In 1989, less

Manufacturing firms are increasingly
turning to staffing and temporary agencies
to hire their workers.

than 1 percent of all production workers were employed

In the two decades from 1989 to 2009, two emergent

in other manual occupations: 6.4 percent of all help-

labor market trends reshaped the nature of manufac-

ers, laborers, and hand material movers in 1989 were

turing jobs. First, manufacturers looked to the staffing

employed by staffing agencies, rising to 15.6 percent by

services industry to source their production workers,

2000.62 In 1989, there were approximately 43 direct-hire

creating a shift in the types of jobs that staffing com-

workers for every one staffing agency worker in manu-

panies placed: that is, increasingly “blue collar” and

facturing, but by 2000, researchers estimate that this

other manual labor, rather than the office-based clerical

ratio had dropped to 12 to 1.63 And data suggest that the

jobs that defined the staffing industry in earlier years.

trend has continued, with the staffing agency sector

The number of staffing agency workers assigned to

adding 9.2 percent, or 1.3 million workers, to direct-

manufacturing grew by about one million from 1989 to

hire manufacturing in 2006, the last year this data is

2000, from about 419,000 workers to almost 1.4 mil-

available, as compared with 2.3 percent in 1989 and 8.2

lion, and data suggests that this trend continues. 56 In

percent in 2000. Staffing agencies made an even more

1990, 42 percent of staffing agency jobs were office and

dramatic addition to low-skilled manual occupations in

administrative support work, while only 28 percent

2006, where for every 100 low-skilled manual laborers

were blue-collar positions. This balance had reversed

directly hired by manufacturing employers, there were

by 2006, with blue-collar workers accounting for 44

another 35 low-skilled manual laborers hired by staffing

percent of staffing agency jobs. Industrial and factory

agencies.64

55

57

58

by staffing agencies, but by 2000, that fraction had
risen to 6.1 percent.61 This upward trend was mirrored

staffing now form the single largest source of revenue
for the staffing industry.59
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Figure 4. Team Assemblers, Change in
Employment, 2002–2013

Outsourcing dramatically affects
job-growth and wage-level numbers.
Taking into account the rise of outsourcing dramatically alters measures of manufacturing employment

-7.01%

All Team
Assemblers

and of labor productivity.65 While measured manufacturing employment declined by 4.1 percent from 1989
Temporary Team Assemblers

to 2000, if staffing agency workers (who usually work
alongside and under the same supervision as direct-hire
employees) were counted, manufacturing employment
would have actually risen by 1.3 percent.66 Factoring in

-10%

-5%

0

5%

10%

16.70%

15%

20%

Source: Unpublished Census Bureau data, on file with the authors.

manufacturers’ use of staffing agency workers does not
erase the long declines in manufacturing employment

manufacturing. For the first two quarters of 2014, this

since 2000, but it does show that an increasing share of

data show that auto parts manufacturers used staffing

manufacturing work is being done by staffing agency

agencies to supply 13.5 to 14.5 percent of their work-

workers.

force.71 Assuming that the currently reported 318,02072

67

auto parts production workers only represent 85.5 perFor instance, the growth of outsourcing and the related

cent of workers on the shop floor, an additional 53,933

decline in wages is apparent in the NAICS data on the

staffing agency workers (and 17,623 agency-employed

occupation of Team Assemblers—essentially, assembly

Team Assemblers) are unaccounted for in official indus-

line workers—which represents the largest category

try figures. This is significant, because the median wage

of production workers in manufacturing. Since 2002,

of Team Assemblers working through staffing agencies

the number of temporary Team Assemblers across all

is 29 percent lower than Team Assemblers directly

industries has grown from 57,520 (5.0 percent of all

hired in the auto parts industry.73

team assemblers) in 2002, to 176,590 (16.7 percent) in
2013.68 Over the same time period, the total number

The growth of agency-employed production workers

of Team Assemblers, across all industries, shrunk 7.1

and their below-industry-standard wages may help

percent. See Figure 4, at right. This means temporary

explain in part the fall in auto parts production wages

workers are playing an increasing part of a continuously

over the past decade. Between 2003 and 2013, real

shrinking manufacturing pie.

(inflation-adjusted) wages for Team Assemblers in

69

70

the auto parts industry fell $1.47 an hour (9.2 percent),
Unpublished Census Bureau data suggests this econo-

while real wages for all auto part production workers

my-wide distribution of temporary Team Assemblers is

fell $2.77 an hour (15 percent). The degradation we see

mimicked within the auto parts sector. The Quarterly

in the industry therefore looks closely connected to

Survey of Plant Capacity records, but does not publish,

the increased outsourcing of jobs to temporary staffing

the number of staffing agency workers assigned to

agencies. See Table 7, below.

Table 7. Team Assembler Wages by Industry
Industry

Mean
Wage

Wage at
10th Percentile

Wage at
25th Percentile

Median
Wage

Wage at
75th Percentile

Wage at
90th Percentile

Auto Parts

$15.56

$10.21

$12.17

$14.54

$17.72

$23.14

Temp Agencies

$11.36

$8.12

$8.87

$10.33

$12.67

$16.79

Source: Bureau of Labor Statistics, Occupational Employment Statistics, data for NAICS Codes 3363 and 5631, Team Assemblers (51-2092), May 2013, available at
http://www.bls.gov/oes/.
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Conclusion
Anecdotal reports show that more auto
plants are hiring via staffing and temporary
agencies, with poorer working conditions.

J

obs in manufacturing and auto, important growthgenerating industries, are not as good as they

once were. New hires in auto earn less than $10 an

Numerous press stories profile workers with few options

hour. What will these jobs look like in 10 years if these

as the factories in their towns replaced the employees

trends continue? The ramifications for the workers,

laid off during the recession with staffing agency work-

the communities that are hosting these jobs, and the

ers, and as foreign auto manufacturers that established

U.S. economy are far-reaching, and include increasing

plants in the South starting in the 1990s are relying

inequality as middle-class jobs do not return, drains

heavily on staffing agencies to provide labor. Some

on taxpayers as local and federal subsidies fail to alter

companies abruptly converted their existing employ-

manufacturers’ behavior and fail to deliver quality

ees to “temporary” employment. Employees at A&E

jobs, and a lack of accountability for businesses that

Services, a small auto parts manufacturer in Chicago,

seek only to enhance profits at the expense of working

for example, learned that their firm would “no longer

families and local communities.

hold general labor employees on its payroll” and that
they would have to agree to work through a temporary

The promise of manufacturing and auto, its largest

staffing agency if they wanted to keep their jobs.

component industry, is not lost, however. The govern-

74

ment can resurrect the collection of credible data
Workers feel these shifts deeply. In addition to the

on temporary and staffing jobs again to better under-

Philip Hicks story mentioned above in the introduc-

stand the impact those structures have on jobs and

tion, Betty McCray found herself in a similar situation

communities, and public entities providing subsidies

when she took a job at a Nissan Auto plant in Smyrna,

should track results and hold recipients of hard-

Tennessee, preparing parts for the assembly line.

earned taxpayer dollars to account for the quality of

Although she works alongside permanent Nissan

the jobs created. This information will allow policy-

employees, as a staffing agency worker, she is paid less,

makers, manufacturers and the public to invest in

gets no personal days, and has to bring in a doctor’s

good jobs that will sustain our communities for the

note in order to get a sick day.

decades to come. n

75

76

The growth of the fiercely competitive auto parts supply
sector and its heavy use of outsourcing can also have
serious implications for workers’ health and safety.
Under intense pressure by auto companies to maximize
output while constraining labor costs, suppliers and
their contractors may choose to ignore safety precautions in an attempt to cut the bottom line.77 Workers
hired for temporary agency positions are unlikely to
speak up and are much less likely to be able to seek
support in a union, which have historically monitored
safety conditions at the major auto company plants that
are their base.78 This dynamic, combined with lax occupational safety and health standards and enforcement,
and the prevalence of dangerous chemicals in auto seating and other parts supply, has proven hazardous for
workers, who have developed sinus infections, chronic
coughs, bronchitis, shortness of breath and asthma.79
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