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INTRODUCTION


Sociologists and economists have allocated a lot of attention to the determinants of wages (Parent, 2000 and Bernhardt et al., 2001). A common view, especially among mainstream economists, is that one’s wages depends on how productive one is, which, in turn, depends on one’s education, skill, and work experience levels (Becker, 1993). This is often called the human capital view. 

A different view, associated with more heterodox economists and some sociologists (Doeringer & Piore, 1971), is that wages, as well as other work conditions, depend largely on the structures of labor markets. According to this perspective, often called the segmentation view, labor markets are divided into sectors and wages and work conditions depend as much on sectors as on the human capital individual workers bring to a given sector. 

The research that will be discussed in this paper continues the line of work that focuses on the determinants of wages and work conditions associated with labor market sectors. More specifically, the paper will center on the effects of occupational and industrial sectors on the likelihood that one will end up in a bad job (to be defined below). Since wages and work conditions are key determinants of people’s life chances and governments in representative democracies have been charged with trying to improve these life chances the research discussed in this paper has a great deal of policy relevance. Thus, these policy issues will also be a focus of attention.   

LITERATURE REVIEW

Economic and sociological theories of the determinants of wages and other work conditions have differed mainly regarding whether these conditions are thought to be determined largely by factors having to do with workers themselves or those having to do with jobs. According to the human capital view, popular in mainstream economics, wages are largely determined by workers’ productivity, which is a function of their education, skill, and work experience levels (Becker, 1993).   


 According to the segmented labor market view, more popular among heterodox economists, the labor market is divided into at least two sectors referred to as core and peripheral or primary and secondary (Doeringer & Piore, 1971). Mobility between these sectors is thought to be severely limited by various barriers, including segregated promotional tracks, race and sex discrimination, and restrictive education, training, and skill requirements.  The segmented labor market view also posits the existence of industrial and occupational sectors, which are thought to differ with respect to the quality of jobs they generate. Low wage industrial and occupational sectors produce a large pool of poor quality jobs with unstable and dead end tracks, an absence of fringe benefits, low status, and poor working conditions (Tilly & Tilly, 1998; Tomaskovic-Devey, 1991; Bulow & Summer, 1986;  Tolbert et. al., 1980;  Kalleberg & Sorensen, 1979;  Spilerman, 1977;  Doeringer & Piore, 1971).

A number of studies have documented the effects of education and work experience on wages, consistent with the human capital view (REFERENCES). A few studies have provided evidence of labor market segmentation although most have not captured the rich contextual distinctions among the industrial or occupational sectors, limiting the sectoral distinctions to one dimension, such as earnings (Andrisani, 1973), or racial composition (Leigh, 1978). Wagner and Lewis found that core sector employers tend to offer greater amounts of firm-specific training, and that the returns to both schooling and training acquired pre-labor force entry are greater for workers in core industries (1983).  Other researchers have found that industrial and occupational sectors were significant predictors of the quality of employment (Sakamoto & Chen, 1991; Morris & Hackett, 1983), including promotion rules, rate of employment growth, and a worker’s general career trajectory (Spilerman, 1977).  Tomaskovic-Devey (1991) found that the two industrial sectors that generated the greatest number of low wage jobs were agriculture and the fastest growing service industries, including food and retail services, so that the locales where these industries were most heavily concentrated also tended to have the highest rates of the working poor.  

 The research discussed in this paper has a focus similar to that found in Spilerman (1977). Unlike most other empirical research on segmented labor markets, Spilerman looked at the effects of occupational and industrial factors on workers’ general career trajectories. That is, he focused on how these structural factors affected workers over time.  This longitudinal dimension is important to determining if any effects of industries and occupations persist over relatively long periods. If there are longitudinal effects and they result in less appealing work conditions, then there be a need for government intervention to address the consequences of these conditions.

This paper also takes a longitudinal view. Utilizing methods discussed below, the authors test the following hypothesis: individuals who enter the labor market in a low wage occupation or industry at time 1 have a greater chance of ending up in a bad job (to be defined more specifically below) at time 2
 than those who did not begin in a low wage occupation or industry. 

DATA AND METHODOLOGY

Data  

The data set used for this study was the National Longitudinal Survey on Employment for Youth from 1979 to 1998 (NLSY79). This is a fairly large dataset of American men and women who were surveyed on an annual basis between 1979 and 1994 and then every other year after 1994.  The original population sample in 1979 consisted of 12,686 youths between the ages of 14 and 21 years, which included an oversampling of Black, Hispanic, and White economically disadvantaged youth and youth in the military, though the economically disadvantaged white youths and the military youths were dropped in later years. 
  By 1998, the total population sample consisted of 8,399 adults, ages 33-41 years, representing 84.3% of the original respondents (excluding those deliberately dropped from the sample), of whom 5,159 represented a cross section of the U.S. population, and 3,065 represented an oversampling of disadvantaged blacks and Hispanics (NLS Handbook, 2000).    

The NLSY79 was an ideal dataset for this study because it contains numerous fields pertaining to labor market experience, labor force status, work history, various types of job training, educational attainment, geography, and even a relatively detailed description of job quality, including extensive information on various types of fringe benefits.  However, as with any dataset of this magnitude and richness, inconsistency over the years and the non-availability of specific data for each of the time periods of interest were constraints that limited the final scope of this study.


Table 1 represents the various screens that were used to arrive at the final sample used for this study.  Because of the specific focus of this study, the sample dataset was limited to individuals who held a job between the ages of 33 and 35.  A number of additional screens then limited the sample set to individuals for whom the

data required to create the composite outcome variable were available.  The final sample set consisted of 7,810 individuals.  Sampling weights were used in all of the analyses represented in this study in order to adjust for the oversampling of Blacks and Hispanics (HOW WAS THIS DONE-HERE OR IN APPENDIX).  

Insert Table 1 around here

Time Frames  

Two points in time in the workers’ lives were chosen as the key focal points for the study – one to represent the beginning of their labor force participation, when workers were between the ages of 22 and 24 years (time 1), and the second ten years hence, when workers were between the ages of 33 and 35 years, to represent the probable peak of their careers (time 2).  Age 22 was used as a beginning point because at this age, most individuals have entered the labor force as full participants.  In fact, 93% of the sample population report their employment status as “employed” in this age group.  

Age 33 to 35 was used to represent the age at which workers would reach the height of their occupational climb, because many labor scholars are in agreement that most of the upward mobility workers experience, including growth in earnings, upgrades in occupational status, promotions, and/or increases in responsibility and autonomy, occur early on in their career trajectories, or by the time they reach age 35 years (Becker, 1993; Sehgal, 1984;  Wagner & Lewis 1983;  Ornstein, 1976;  Mincer, 1974).  

   A three-year span was used to create both the outcome variable and all of the explanatory variables that represented a measure of a point in time in order to maximize the number of individuals for whom data were available.  For example, if earnings data were not available for an individual when he was age 22, but were available for when he was age 23, that individual and the earnings data were included.  If earnings data for an individual were available during all three years of the age span, then the highest earnings level was chosen.  This strategy was especially useful in preventing case drop outs for the later years, when the survey administration schedule was switched to every two years.  

Variables  

The dependent variable used in this study was whether one ended up in a bad job at time 2. A bad job was defined as one that paid wages below 1.5 times the poverty threshold for a family of four for the year the job was held, that provided no health benefits, and that offered part-time or part-year employment. A job was considered as offering part-time employment if it usually provided less than 35 hours per week and part-year employment if it usually provided less than 48 weeks per year.

Wages were chosen as an indicator of a bad job because earnings are, by far, the most common measure used in studies of labor markets, attainment, and mobility (Bernhardt et. al, 1999; Farber, 1999; Burtless, 1990, Acemoglu, 2001;  Hirsch, 1980).  Even studies that have more broadly measured job quality always include earnings as the principal determinant (Harrison, 1994; Rosenfeld, 1992, Kalleberg et. al, 2000). Whether or not a job offers health insurance was included because the availability of this fringe benefit is often mentioned in theoretical discussions of labor market segmentation
 (duRivage, 1992; Farber, 1989; Doeringer & Piore, 1971).  Jobs that offer part-time or part-year work are considered to be poor quality jobs because they are generally insecure.  When lay offs occur, workers in part-time or part-year jobs are the first to go.  These are also the jobs that are most beholden to seasonal trends, such as those in the agricultural and construction industries (REFERENCE).  


The core explanatory variables included in the analysis were whether a job held by an individual was in an industrial or occupational category whose national average earnings fell below 1.5 times the poverty threshold for that year for a family of 4.  In the event that an individual held more than one job during the time frame in question, the analysis was run on the best job held.  The raw data for the national average earnings of industrial and occupational categories were pulled from the Public Use Microdata Samples (PUMS) from the Census of the Population and Housing from 1990. Because the NLSY79 primarily used the Census Classification System for 1980, whereas the PUMS 1990 used the classification system for 1990, 4 or 5 titles from the latter had to be converted to the former before the national average wage data from the PUMS could be merged into the dataset.  It should be noted that only the coding had shifted between these two systems, not the wording, such that a straightforward conversion was possible.   

The sectors through which individuals entered the labor market at ages 22-24 years, and the sectors in which they ended up at ages 33-35 years were both included in the analysis.  The control variables that were used in the analysis included education (highest grade completed), vocational training (1=received, 0=not received), race/sex (6 race-sex groupings combining Black, White, Hispanic and Male, Female – all dummy variables with 1 indicating they were of that race and/or sex, and 0 indicating they were not), and work experience (number of years).  Other variables, such as geographic location, number of children/dependents, marital status, parents’ SES, and union representation were used in the diagnostic phase of this study but were subsequently dropped as they did not exhibit any significant effect on the relationships of interest.

Methodology  

Logistic regression was used for this study because the outcome measure was dichotomous and the research questions pertained to the likelihood of an outcome occuring given certain predictors.  Extensive residual analyses were conducted on all of the variables, including a test of nonlinearity, a test of nonadditivity, a test for collinearity, a test for zero cell counts, and a test for complete separation, and none of these tests revealed any problems that would invalidate the results of this analysis.  

RESULTS

Population Profile 

“Bad job” holders were overwhelmingly female.  Most of them were white (75%).  Most (75%) of them had graduated from high school, though not at the same rates as their “non-bad jobs” holding counterparts (90%).  Virtually none of them had graduated from college (6%).  While many of these workers did receive job training (52%), this training was provided outside of the context of their employment or their employers (46%).  Very few of them received any employer-provided training (15.5%), which would include on-the-job training.  
Those who held “bad jobs” disproportionately started out in disadvantaged occupational and industrial sectors.  In fact, virtually all of them (93%) started out in jobs in disadvantaged, low-wage occupational sectors, and continued to do so a decade later (87.5%), at a time when most of their good jobs holding counterparts had successfully left these sectors.  Their earnings were meager, at an annual median of $11,000, and they had only worked in the job they were holding at the age of 33-35 for two years, as opposed to the 6 years that their counterparts with “good jobs” had been holding their jobs.  Surprisingly, they did enjoy some union representation (10%), which may reflect the declining effectiveness of unions, or their relative lack of importance in employment outcomes.  Nevertheless, they were represented by unions at much lower rates than their non-“bad job”-holding counterparts (22%).

The Effects Of Industry And Occupation 

Insert Table 2 Around Here

Table 2 represents the logistic regression results of the impact of early labor market sector (whether, at the age of 22-24 years, an individual had a job in a low wage industrial or occupational sector) on the probability of ending up in a bad job, controlling for other factors such as investments in human capital (i.e. education and training), total accumulated work experience, employment tenure, race and sex.  

Model 1 represents the baseline coefficients for holding a job in a low wage industrial and low wage occupational sector at the beginning of one’s work career.  Model 2 controls for education and training.  Model 3 controls for work experience and employment tenure.  Model 4 controls for race and sex.  Last but not least, Model 5 presents the coefficients for the full model.  

What is immediately apparent in Table 2 is that the effects of being in a bad occupational sector early on in life is significant even after controlling for education, training, work experience, employment tenure, race and sex.  Thus, workers who begin their careers in jobs in low wage occupations have significantly greater odds of ending up with bad jobs later in life, even if they receive more education and training, are stable workers during this period, and are not members of disadvantaged race and sex groups.  On the other hand, the effects of starting out in a low wage industrial sector job, while remaining significant after adding in the controls for education and training, race, and sex, disappear when the controls for work experience and employment tenure are included.  

Another interesting result that warrants highlighting is the comparative effects of post labor force entry schooling in Model 2 and in Model 5.  Model 2 only included education, training, and the labor market sectors, whereas in Model 5, with the addition of work experience, tenure, race, and sex, all the factors were included.  The fact that the strength of the coefficient increased in the fuller model suggests that the addition of work experience, tenure, and race and sex isolated and highlighted the independent effects of adult education.  

As for race and sex, the introduction of these controls into the baseline model in Table 2 also had the effect of reducing the strength of the association between sectors and whether workers eventually ended up in bad jobs.  The impact of introducing race and sex was greater for the effect of occupational sectors than for the effect of industrial sectors.  However, there was still an effect of industry and occupation independent of race and sex, and this net effect remained significant.  Thus, while it probably comes as no surprise that workers who were members of disadvantaged race and sex groups, most especially blacks and women, were more likely to end up in bad jobs than white men, this membership alone did not fully explain why some workers ended up in bad jobs and others did not.  

DISCUSSION


Sociologists and economists have been very interested in the determinants of wages and other work conditions. Some have contended that such conditions are mainly determined by factors associated with workers (education level, work experience, etc.), while others have concluded that factors associated with labor market sectors are the main determinants of work conditions. As stated above, there have been studies conducted that have demonstrated the importance of both types of factors. This study has done so as well. 

Recall that in the final model (model 5 in Table 2) highest grade of school completed by age 23, additional years of school between ages 23-33, employer provided training, and work experience all had significant effects on the likelihood of ending up in a bad job, lending support to the human capital perspective. In the same model it was also found that low wage occupation had a significant effect, providing support for the labor market segmentation view.  The main contribution of this paper has been its demonstration that the effect of the labor market sector in which one starts out can persist over an extended period of time even after considering the effects of human capital measures. That is, those who start out in a job in a low wage occupation can suffer the consequences of this history even ten years after experiencing this initial condition-being educated and well trained is no guarantee of protection from this fate. Assuming having a bad job is indicative of economic disadvantage and society is interested in trying to assure that working people are not economically disadvantaged, this finding raises some serious policy issues.

It seems to the authors that there are at least three policy approaches that could address this problem: 1) requiring all employers to pay all workers a living wage, provide health insurance, and provide full-time/full-year work 2) create a public jobs program in conjunction with a system of national health care 3) provide all residents with a basic income in conjunction with a system of national health care. These three approaches will be briefly discussed.

The first approach may appear reasonable at first glance but it is subject to a number of serious problems. First, requiring all employers to pay all workers a living wage, provide health insurance, and provide full-time/full-year work may help those who manage to keep their jobs but hurt those who lose them as employers attempt to deal with the increased costs that would result from these policies. Also, a number of people want to work part-time or part-year so not allowing such people to make mutually beneficial deals with employers would be inefficient.

The second approach seems to be especially promising. The government would provide all residents with health care and would provide a full-time/full-year living wage job in the public sector to anyone unable to find one in the private sector. It should be obvious why providing all with health care would help address the bad jobs problem. How provision of a full-time/full-year living wage public sector job would directly address this issue should be clear as well. But it is also the case that a public sector jobs program would indirectly address this problem by increasing the demand for labor and, thereby, putting upward pressure on private sector wages. The main possible shortcomings the authors see with the public jobs approach have to do with cost, implementation, and the problem of “slackers.” A word about each is in order.

Having the government provide a job for anyone unable to find one in the private sector would be quite expensive. There would be the costs of non-labor and labor inputs for the public sector jobs
 as well as the costs of managing the program (e.g., staying abreast of the availability of private sector jobs to determine how many in the public sector are needed, keeping records of movement into and out of public sector jobs, keeping records of the supplies needed for public sector jobs, etc.). It is also the case that a public sector jobs program would lead to more people working full-time/full-year, which would result in more negative externalities associated with work. That is, more people working would mean more crowded subways and roadways, more noise and other types of pollution, and more negative health effects associated with these things. It should be noted, however, that there are negative externalities associated with unemployment and underemployment and a public jobs program would lead to a curtailment of these (REFERENCE). Thus, it is unclear whether such a program would result in a net increase in negative externalities. 

Regarding implementation, a public jobs program would be a major logistical challenge. As stated in the previous paragraph managing the program would require keeping simultaneous records on private sector jobs, movement between these private and public sector jobs, supplies, etc. Such record keeping would be logistically difficult because of the oscillating nature of private sector unemployment rates. Program managers would have to engage in a kind of “just-in-time” public jobs provision assuring that there are just the right number of public sector jobs at the right time to absorb the slack in the private sector job market. Doing this kind of thing indefinitely seems to the authors to be a serious challenge to say the least.

The third shortcoming of the public jobs approach has to do with the problem of slackers, that is, those who refuse to or are unable to work hard in public sector jobs. Could such people be fired? If so, then would the program really be a guaranteed jobs program? If not, would public sector jobs just end up being the bastions for people too lazy, unproductive, etc. to make it in the private sector? 

The final way to address the labor market problems considered in this paper is the national health program/basic income approach. The basic income is a policy that would assure that no one’s income fell below some minimum level whether or not they sold their labor. Yet the program would be designed so that those who sold their labor would always end up with a higher net income than those who chose not to do so (ADD MORE FOR PUBLICATION VERSION). 

This approach, like the second, would address the fringe benefit part of the bad jobs problem by providing health care to all residents. It would address the wages and part-time/part-work aspect of the problem in a radically different way; it would, to some extent, decouple the link between income and work. That is, by providing a minimum income, depending on its level, it would allow people to escape economic disadvantage to some extent whether or not they worked. As a result of this decoupling, it may put upward pressure on wages because workers would not have to rely on employment to subsist; thus, employers would have to pay workers at least subsistence level wages to make working worth their while.
 And it is this possible effect that would address some of the concerns raised in this paper. 

A major possible shortcoming of the proposal, as with public jobs, is that it might be very expensive. In fact, lawyer/economist Philip Harvey (2004) believes that a basic income would be far more expensive than a public jobs program.
 It also would, no doubt, result in a net decrease in labor supply due to the minimum income received and the taxes necessary to finance it, assuming it was paid for by an income tax. It should be stated, however, that a reduction in labor supply might result in some important social benefits and that these would have to be subtracted from any inefficiencies generated by the program (Noguchi and Lewis, 2005).

As stated above, these are at least three approaches that might address the problems in job market sectors the authors have discussed. It is in no way being assumed that these exhaust the possibilities. The intention was merely to suggest some of the ways that society might try to assure that working people have access to those things that are essential to their physical well being.   
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TABLES

Table 1.  Post Screen Valid N

	Screen
	Valid N

	All individuals
	12686

	Individuals who were surveyed at any age between 33-35
	8952

	Individuals who worked at any age between 33-35
	 

	     who reported employment earnings at any age between 33-35
	7984

	     who reported whether they had employer-provided health insurance at any age between 33-35
	7592

	     who reported hours and/or weeks worked at any age between 33-35
	8720

	     for whom adequate data were available to create outcome measure “held bad job at 33-35”
	7810


	Table 1 - Logistic Regression Results of Effects of Industry and Occupation on Holding "BAD JOBS" at 33-35 Controlling for Education, Training, Work Experience,  Race and Sex

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	 

	 
	 
	Model 1
	 
	 
	Model 2
	 
	 
	Model 3
	 
	 
	Model 4
	 
	 
	Model 5
	 

	
	B
	SE(B)
	 
	B
	SE(B)
	 
	B
	SE(B)
	 
	B
	SE(B)
	 
	B
	SE(B)
	 

	 Explanatory Variables  
	 
	
	 
	
	
	 
	 
	
	 
	 
	
	 
	 
	
	 

	 Industry/Occupation 
	 
	
	 
	
	
	 
	 
	
	 
	 
	
	 
	 
	
	 

	 Job in low wage industry at 22-24 
	0.41
	0.08
	**
	0.37
	0.08
	**
	0.08
	0.09
	 
	0.38
	0.08
	**
	0.00
	0.09
	 

	 Job in low wage occupation at 22-24 
	0.93
	0.14
	**
	0.71
	0.14
	**
	0.76
	0.15
	**
	0.75
	0.14
	**
	0.47
	0.15
	**

	 Control Variables 
	 
	
	 
	
	
	 
	 
	
	 
	 
	
	 
	 
	
	 

	 Education/Training 
	 
	
	 
	
	
	 
	 
	
	 
	 
	
	 
	 
	
	 

	 highest grade completed BY 23  
	 
	
	 
	-0.21
	0.02
	**
	 
	
	 
	 
	
	 
	-0.15
	0.02
	**

	 additional yrs of school 23-33 
	 
	
	 
	-0.16
	0.04
	**
	 
	
	 
	 
	
	 
	-0.27
	0.05
	**

	 Employer-provided training  
	 
	
	 
	-0.62
	0.10
	**
	 
	
	 
	 
	
	 
	-0.42
	0.11
	**

	 Non-employer-provided training  
	 
	
	 
	0.01
	0.08
	 
	 
	
	 
	 
	
	 
	-0.12
	0.08
	 

	 Work Experience 
	 
	
	 
	
	
	 
	 
	
	 
	 
	
	 
	 
	
	 

	 cumulative weeks worked  
	 
	
	 
	
	
	 
	-0.27
	0.03
	**
	 
	
	 
	-0.22
	0.04
	**

	 cumulative weeks worked squared 
	 
	
	 
	
	
	 
	0.00
	0.00
	**
	 
	
	 
	0.00
	0.00
	 

	 job tenure less than 2 years  
	 
	
	 
	
	
	 
	1.61
	0.10
	**
	 
	
	 
	1.62
	0.10
	**

	 Race-Sex 
	 
	
	 
	
	
	 
	 
	
	 
	 
	
	 
	 
	
	 

	 white/other men 
	 
	
	 
	
	
	 
	 
	
	 
	 
	
	**
	 
	
	**

	 white/other women 
	 
	
	 
	
	
	 
	 
	
	 
	0.98
	0.09
	**
	0.82
	0.10
	**

	 black men 
	 
	
	 
	
	
	 
	 
	
	 
	0.78
	0.15
	**
	0.16
	0.17
	 

	 black women 
	 
	
	 
	
	
	 
	 
	
	 
	0.88
	0.15
	**
	0.31
	0.17
	 

	 hispanic men 
	 
	
	 
	
	
	 
	 
	
	 
	0.36
	0.24
	 
	-0.06
	0.26
	 

	 hispanic women 
	 
	
	 
	
	
	 
	 
	
	 
	0.91
	0.21
	**
	0.31
	0.24
	 

	 
	 
	
	 
	
	
	 
	 
	
	 
	 
	
	 
	 
	
	 

	 Constant 
	-3.06
	0.13
	**
	-0.05
	0.29
	 
	-0.74
	0.27
	**
	-3.48
	0.14
	**
	0.81
	0.41
	*

	 
	 
	
	 
	
	
	 
	 
	
	 
	 
	
	 
	 
	
	 

	-2LL
	 
	5047
	 
	
	4837
	 
	 
	4106
	 
	 
	4911
	 
	 
	3919
	 

	 d.f. 
	 
	2.00
	 
	
	6.00
	 
	 
	5.00
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�    The “time 1 and time 2” language will be explained later.


� .  It is assumed that these oversampled sub-groups were dropped because the NLSY administrators no longer felt that there was enough research interest to include them.


�    The word “usually” comes directly from the survey question. Thus, it was left to individual respondents to consider if they worked part-time often enough for them to regard this as their usual work schedule. Of course, this means that it is possible that the actual amount of part-time work among those who stated that they usually work part-time varied. 


�    Other fringe benefits, such as life insurance, pension plans, paid sick leave/vacation, etc., are also included in these discussions. Ideally, these should have been considered in measuring whether someone ended up in a bad job but data limitations made this impossible.


�    The term “inefficient” is being used as it is in mainstream economics. Economists regard mutually beneficial exchanges as efficient and, therefore, worthy of being promoted, while the blockage of such exchanges is seen as inefficient and, therefore, to be avoided. See Mas-Colell et al., 1995.


�    Supervisors are being included among labor inputs.


�    It seems plausible, however, that this upward pressure would be less than would be the case under a public jobs program since it would not increase the demand for labor as a public jobs program would. See Harvey (2004).


�    It is possible that Harvey is right but his conclusion cannot be based on his analysis because of problems associated with it. But this is not the place to discuss these matters; they will be addressed in a later work.





