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In the ftramewcrk cf thcACivil Rights Act ot 1964, the Presioent
could ect to conbat employment discrimination. In light of this
country’s troutled history of group relations, the most nobie
3031 of uffirmative action can only Le to help integrste our

society and ensure that all have a stake in its successe.

Prior to Executive Urder 10325, Issuec March 6, 1961 ¢y
Pr2sident KenneovY, the anti'disérimination progrem for tecocsrsal
contractors lacked any real teethes 1In a detalled study of the
p;esidential Fair Ctmployment Practice Committees, Norgremn and
Hill state: “‘dne cen only conclude that the twenty years of
intermittent activity Ly presideniial committees ..&5 has little
effact on traditicnal petterns of Negro emplovment.??, anc thct
‘i1t is evident thast the non-discrimination clause in gdovernaent
contracts was virtuslly unenforced by the contracting agencies
during the years preceeging 1961.7714]) Compliance procrams, such
2s Plans for Progrcss anc its preoecessorsy were vo.Jdntarye The
1651 Executive Orger was the first to 4o beyond anti-
discriniinaticn &nd to require contractors to take affi}mative
action, and the tirst to establish specitic sanctions including
ternination of cuniract &end aebarheut. Cominy on the heels ct
Title VII ot the Civil vizhts Act of 196?. Executive Croer 1124c,
anich mude the Secretury of Labor rather théen a presicentiel com=
mittee resgonsiblic tor administering entorcemnent, was the first
to be enforced stringently enoush to provoke Sericus cenflict anag
debate. On Uctcber 13, 1967, Executive Jracr 11375 amenaea 1G24
to 2xpanc its coveraje to womeny although effective reculaticn

agsinst sex uiscrimination cid not reach tull stride until &tter



that ‘the committee has taken no position on the aques=
tion of tsegregetion of incdustrisl workers’, he
emj-hasized that ‘Erxecutive Order EBOZ is @ war coraer,
and¢ not & socicl document?’, thdt it cid not require the
elimination of seyregation, andg that hed it done so, he
would heve censidered it ‘against the general peace and:
welfare « « « in the Nazi dicéatorial pattern rether
than Jn the slcwery more painful, put sounder pasttern

ot the democratic process.’l3]

Of course, the delicate gquestion of how to swittly remeoy
the harn done by discrimination without distorting the cemocreéetic

process is still with us, as is the question of whether the osmc~

cratic process con function well outside an integrateag society.
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Jdenocratic sociely requires a consensus for ch&nges, bdut it
depends ugon the *tull participaticn 21t its memberss The last
forty years have witnessed a slow and at times painful process cf
controntation and accommodation, developing a consensus .that pro-

vides thtie foundation for a lasting change in attituoes towargs

discrimination.

The Executive Graers establishing atftfirmstive action nave
shiftec {in exghasis anc in Jegal toundetion. The kocsevelt ano
Trumen Crders hac the statea yoal of increasing the labor supply
for defense production, and referred specifically to Neticnel
Defense Acts. Under the Federal Procurement Acts the FPresioent
coudld dct to ensure the covernment?s access td cheeper grcoces and

services throush the $ull anc etticient use of human resources.




Title ¥Il ana other laws.

In 297¢ sn etienpt was made to remedy these perceived cefi-

c(;ncics in aawministrctione. First, as directeg by Executive

Jrder 22086 on Letoter &y 1978y all enforcement activities were

consolidated from the contracting agencies intc the UFCCF.
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Second, the Uniform Employee Selection Standards were issued,
e : R S

reflezcting the CﬂnS'nSLS of the Department of Labor, the Uepart-
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nent of Justice, th2 tqggl_“ggglgxment Opportunity Commission

{esct) and the Civil Service tn a ccnsistent set cf guidelines,

vt m—

As'a fins) note to this still developing histcry, the GFLTP unger
President Resjan has proposed revised regtlations. Affirmative

action regulaticne are not carveo in stone,

The Executive Urder has been the responsibility of tne

A}

Secretary of Labor since 1965, B8y regulaetion, the Department of
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Labor has legally exeﬂpted from the craor's provisions contrac-
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tors whose contracts in any year egsregate to Iass than $1(,6C3
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[0 CoFoRe 60=1.51, A1) other contractors, Prlme°COhtfuC;Ofb’

and fitct-tier sut-contractors with 5o or more eaployehs ang s
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contract, SUbCOftrdCt or purchsse oraer of .50 ¢00u cr mdore Tust
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annuallyy file EPD- forms reveeling estatlishment gerdaraphics

e

for ony cay pernod batween January anc Merch ano must osvelop a

written afflrnettve plen for each of its estatlishrents L4l
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CeFeRe 6U=1, #O( )1, aftirmetive action enhcompasses a larser

3roup of establisnuente than Is apperent at first sight tor twd

reasonse First, the sutcontractor clause regresses infinitely.

Subcuntrac tors of suocontra;tor* ac intinitum _RUst write tﬂ-_
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e 7 b













second factor suszseste the availability ot unemplcyec people is
whst counts==the exczss supply of wOrkers. The third fectcer
chanses the emphasis from absolute to relstive populatione Popu~
lTation ic exchanged for availadility and skills are brought into

the picture in factors four ang tive, but tive adds the terminol-

Suys “var=a in which the contractor can reasonadbly recruit’’,
Setting aside the sxternal market, facror six suggests internsl

pramotions anc transfers must also be consiceresd, Fector seven
sugsests takine Intd zccount externzl training institutions ana
factor ecight suggests internal tralning to make jobs availeble to

ninorities and fermalese.

While not aftirmed by Congress «&hd the (ourtss these
detailecd and growin; regulations have won the tacit approval of
not teins neyated. 4SS the Nintﬁ Circuit court saic In the cas®
of Legul 4id Society of Alameda Couniy vs., Brennant ‘‘there con
e nc ceubt that the escential feature of the Affirmative Action
?rogran reflectea in the regulations pronulcated in Fevised Lroer
NO 4. wﬁre.effectively rititiec by Congress in acopting the tgual
tmployment Upportunity Act cf 1972.77 (6CO TelGe 13159y Voiv=30

nela{197%),y cert. dzniccs 445 VeSe Y55 (198C) ).

Past studies ot government job=training ang placement pro-
grams heve generally shown them To0 have Only weak Success, per-
foraning better when clocely tisd to privete industfye lhis stucy
#4111 suzgest that one of the Jarsest fecerslly mangetec joObD
placement and treining ,rograms==thoush it is not csuelly thougnt

of those terws==with tre wost intimele relation with tne private






(13?7C) 1.

The regulation tnet employee selection and promotion <tTests
e valicatea 1to ensure that they are related to job performence
and ere not merely a pretext for discriminztion stems directiy
fromifhc celebratea 1971 Supreme Court dgecision in 6risas ve Duke
dower Cumpanys. 3Since ciscriminators are unlikely to confess

int

({1

nty a prinee facie case of discrimination can be maae bty
showing the disperatez impact d4Cross race or sex of personnel pro=
cedures. If all employee selection were mzae objectively, there
could, Ly definition, pe nc discrimination. Tests appear at
first cight more 0bjective then interviews or other means of
ampluyee selection, so one might suppose that fegeral enti-
dJiscrimnination policy uould'promoteia meritocracy based on tests,
HJowever, since tests are inperfect ana wvalicdation costlyy
employers have dropped tests anc standércs that they previcusly
Found useful. tven if the contractor successfully valicates 3
testy under EEDC cuidclines [29 CoFoRe 160U7.3(b) (1974)]y he ust
@lso show that there are no other 1less discriminatery tésts
savailable that &lco predict job performance. In the worss ot the
darverc Law Review ‘'the vsligeticn anag &alternstive showing
reguirerent enbodied In EECC requirements and enforcec by the
IFTLP, if strincertly afpplied, would raise the cost ct testing
for monhy employers beychd tolersble linits, forcing the sboncon=
wvent of testing prosrums, whichy elthcugh they mdy te veliagy can-
not‘ be valideted &t cny €o95Ts o o o The yuidelines If spplieo oS
strictly as their lanjucte allowsy would encoureye many enployers

to use o quota system of hiring.??111]
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sector has been surprisingly successful. That pregreiny under=
taken in part o remecy the lesacy of past socittal discriming=

tion, ic atfirmative actions

i: the utilization analysis requirec by the regulations
re?eals that women Or mihorities are wunderrepresented in an
establishment, then the contractor is reguired tc submit numeri-
cal goels for the pgrowmpt anc full utilization of memters of pro-
tected roupsy ahd timerebles tor the achievement of those goalse
Lccording to the regulations ‘‘these goals may not be rigic and
inflexille quctes which must be met, but must be targets reeson-
ably &s+tainable by mecns of applyiny every good faith_eftort to
nake all aspects of the entire affirmative &action proarém worke?’’

[6 CeFexe 60-2.13(F) & (i) (197E)].

Over and above thece etforts to ensure full wutilization,
Revisec Order fiwumper ¢ also reguired contrectcrs to provice
S%reliety, incluaing Sacr pay when appropriates for asempers ot an
affected class who Ly virtue of past discriminaticn ccntinue to
suffer the present effects of tﬁat giscriminatione?? [41 Co.Feke
50-2.1L (1975)1. This relief is to te formalizec in & concilia-
tion agreement; but guidelines for etfecteco class identificetlicn

&nd remezies have not been issued.

Cuntractors are alco reguirsd to ‘‘validate worker speciti=
Cations o+ o o £ty job title using judb pertormance criteriase. Spe-
cial attention should be siven to acacemic experiences ana skill
requirerents tc  insure inet the requirements themselves ao not

conscitute inacvertant discriminuticne’” L[4l CoeFehe BSU=LsuD
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screzninzes This is & drastic drop trom the 90% ot firms thst
used such psycheleogicz) test in a comparable 19¢3 surveyolit)
Most conpanies in 2975 consfdereo interviews the mcst inportant
aspect of the selcctior procedures.ll6] Yhe concrete, measuradle

valities thet are the €ssence of tests also made them & rela=

F &

t{ve]y easy tercet for law suitse Under the pressure ot Title
vi: law, employee szlection now largely takes glace tnrough
intervicws rather than testse Title VIl has promptea & more for-
mnally dccumenteo sclection process, but not necessarily @ nore

ohjective or more cffjcient process.

How does the government see to it thet firms meet thefr
atfirmative action obligetions? In a later chapters 1 will show
details of the actual recent enforcenent efforte Now consider
how the OFCCP and its prececessdr’s clsim they target entorce-
nent, and the sanctions they may apply toward thst ensc. The
pripcip;l tocl of enforcament is the compliance reviewy, in which
the contractor’s attirmetive action glans ana performance are
auditeo. while <ths UGFCCP hes investigatec employee complaints,
compliance reviews have affectes 400 tiwes more eTployees then
conpiaint investigetione haves 117) How have these revis?s teen
targetted? 1n the pssty a siynificent fraction ctf reviews haa
absoiutely nc reletion to an establishaent’s aftirmetive action
or antidiﬁcriminoticn policiesy, or to its z2mployment practices
jenzrally, sccorcin, to requletionsy pre-cwasfd Trevisws were
automatically trioyerco 2t establishrients that were about 1D
recaive fecersl contrects ot ¢ million collars or mores Mheny

establishments in the detense incustry were revienes semjannually



The view is echoed by Supreme Court Justice Llackmun in
a 1975 dissent: ‘']l fear that too rigid application ot the ttulC
Suidelines will leave the eaploysr too little choices save &n
impossilly expenctive anc complex valldetion study, but to engage
in a sut jective yuota system cof employment selection. This, ot
céurae. is far from the intent of Title VI1le??[{12]) The implica-
tions tor productivity ere dréewn by & representative of a prom=
insnty though partisens labor law firui: *Y « « ¢« the incentive
and ability of menagers and supervisors to manaye is threatened
~#h2n rahdom oOr quotas ctelection replaces their right to sveluate
and selcct employecs based upon merite o ¢ ¢ ¢ the statisticsl
parilty theory invariuoiy results in the abpandonment of the ‘mcst
qualified’ stanagard for the“baslcally Qualitied?’ or ‘lowest coin=
non denominator? stondaerd or, In sone cases, no selection stan-
dard at all. Hhen prcjected across our entire economnys this
pressure to sublstitute numbers ano the ‘lowest common denpmina=
tor? standesrd for merit selection results in Iimnense costs in
lost efficiency, productivitys and qualitye’?113] I shall present

svidence on the extent of this productivity loss in Chapter 5.

Recent surveys of yersonnel exescutives by the ruresu cf
Naticnal Affairs show that the use of ilests in emgloyee selecticn

ha
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n fuct aeclinecs In 1376, 6CA Of the 160 compenies surveyeo
reported that they hed chenjed their selection greocedures ter
2qual employment cpportunity reasdnse. Thirty=nine percent
changec testin, procecures and 31% revised jeb cuaglifics-
tionse{li4) [t 196 conparies also surveyec in 1576, cnly 42% wused

ability, intelligence cr personality tests in preemployment



reviews.l22) Flele cfficers stated in interviews tnat in target-
ting reviews they <tyrically do not reter to an estatlishment’s
denosralhic record contecineo in EED=1 forms or to its pest aftir-

uative wction rectrds.

'A compliance otficer, tinding a contractor in vidlation,
nust attempt conciliation and obtain a conciliation agrzement or
letters of commitment to correct deficisncies. bLack=pay owargs
havs been obtained throuch such conciliation agreerents. If con-
ciliotion fails, a show-cause notice Is issusede If nc concilia-
tion & reement is forthcomine atter 30 deyss the Lirector of the
SFCCP may approve enforcement procecures. 1n case ot mejor vic-
lations, injunctive reliecf to enforce contract couplience provi-
sions may be sought in the courts [41 C.Feke 60=1s2€ta) (1975)J.
In Other cesesy, aduministrative hearings a&re heldy which may
result in public castigetion 3and en ascministrative crcer enjoin-
in;_violations and requiring remedies such &s pback paye The CFCC
has ceern obtaininc bpack=pay tor worka2rs since 1967, altnough the
term aiz not appear in regulations until 1677, The legolity Ef
this retrospective remecdy has teen questioneds Failing all else,
a firm?s current fzaeral contracts hay de terminetece Il mey i@
debarrecd from helding buvture government coniwractss, &hd judicial

proceeaings may ensusz.

Ccuzlementing these entorcement sticks s & cerfrotd set-
asidcs. As uphelc by the Supreme Ccurt in its 19&C decision in
thz Fullilove cuse, CoONncress, at least in the céese ot jurlic

wOrKks  contracts, may reguire thet part of the feceral tTunce Lbe



undar this preovisions Jne would expect decreasinc rerturns trom
such mul:ipfe reviews. Around 1973, about seven percent of all
revicews were pre~aznarc reviensl{le] Letween april 1975 ano Mercn
1975, 17.8 percent of the 13,752 conpliance reviews were gre=
award reviewsel1©9) Conversations with JFCCF officiels indicate
that pre-award revjews &5 a proportion of all reviewse peakea in

th2 latc seventies &t atout thirty percasnte.

How were the rensindsr of the reviaws supgosed to b2 tarcet-
ted? In the early saventies, incustry targetting was supposealy
done using the kevi#ed tcKersie Systems 1lhis system compares the
sarticijpation 1level of fenales and minorities in each major SMSA
workiorcs with the participation level in a given industry work-
force 1within the LMSA. In addition, the median wage for minori-
tiezs is compared with the mecian wage of all "employees in that
industry, to form an occupation ra:ib.£20] In the late seventiesy
this syctem was updetico on paper with the ELSEN systemy, which
targetted by conparing an establishmnent ~ith the mean denoyrephi=
ics ot cther estublishments in the szme SMSA in the ssir2  inoucs-
trye tthile deteils of the LISEN system were only meae putlic
artter litigation unasr the Freedom of lnformation Act, ofticials
of the DFCCP clsiwcd in interviews that the EISEM SyStem was
never really useds énd that tarjettin, heés been done cn an ad hcc
basise with much ciscretion left to ficld officerse Tnis is con-
sfstcnt with ecariter cviagence that sevaral compliance asgencies
including the larccst, CeDedey selected contractors for reviewm Cn
the Lasic of the size of their work forcelclly anc with  UNLLR

criticisms thdt avhercence to AaLPs is not consicered in tar getting















Te The information sycstem is deficient.

2, There is duplication of effort anoc wide disparity in

enforcement ecross compliance agenciss.

9. Although regular complisnce reviews were first requirea in
1671, final guidelines for these reviews were not issued

until 1974.

10, The OFCC does ndot exercise propar oversight over compliance

agencies,
1l Senctions are not csed.

A list so long night leave ohe with the impression that a
process so flawed could not be effective. Consider some of the
criticisms of the regulatory process in greater detail as they
relsle to targetting anc sanctions., To develop & historical per-
spective on the yrowih of the enforcenent effort, consiaer that
in 1966 the OFCC hao a grofessional staff of 12, and until Mcy of
that year had never fnitiatec a depernent. The 1largest comgli-
ance agencies were the Cenersl Services Aogministration (GSA) with
a staff of 13 to supervise :1,350,6800,000 in contracts nation-
3llys &nd the Department of Defense (DeCoele) which §in the
Southeast had & statt of 11 to moniter 6,000 contract fecili-
tics.{27)] 1In totaly, only 22& ¢ull time professionals exclucing
those ccordinating activities et the LFCC were regortes to be
overseein; contrect compliance at roughly 225,000 contractor
facilities in 1909.[2¢] In the two ancu one half years pricr 1o

May 1%Lty DeDeDe hed reviewed 12ss than b5 of all contractors it






contractors ev=n onc2 in twenty years. [(31)

The absolute budset ang staff levels ars ¢iven in Table 242y
ahich shows that UedeDy GeSeAey ano HeSeWe were the largest com=
?liance agencies, with C«Dede alone accounting for & thira of
personncl and wmore thanh @ quarter of the buduete. EBetween 19574
an;.1977 the.staft declined by roughly ten percent, as gid the
budget in real termse By 1980 octual staffing hac been reduced
to 1304, out of 16Lé authorized full=-time permanent emnployees,
and the authorizco budget was $5C,362,000, with substantial
future cuts projected tnroush 19&3,{32] In 1977, 73% of bucget
and staft were allocsted to the non=construction éector. a slight
decrease for 1974.133] For comparison, the DFCCP estimates 855 of
contractors are non-corstructione These agenRcies were respensi-
ple for monitoring compliance bf an estimated 325,000 contractors
employing 30 wmillion workers uhger more thaen 3506 bdillion in
Federal contrscts annually.l{34] This amounts to anh everage of 207
confractors per conpliance agenhcy person per yesly and $112 per

contractor per yeear.

Adr:inistrative prottems have left the GFCCP open to a number
ot 1legal chargese In 1974 the Department cof Labery ¢lony witn
the HeE.¥e 85 the compliance agencys was sued by the Wwomen’s
Equity A&ction Leacue tor failure to enforce attirmative action on
th2 Lasis of sex, In a case settled in & 1977 ccnsent daecree
reguiring improved information and enforcement, &1so In 1974, in

tha case of Lejel Aid Society of dAlemeda Ccunty ve.e @©rennan, e

fedaral district court in Calitornia decidea that cne compliance



das responsible for. More then 85X were found to be not in com=
ollance, but 1less zthan 10X were followed upe The compliance
agencies relied on EE0=-1 forms thet were twtc years cut of daste,
an2 the G.S.A. cstimcted that It had access to only a third cf
EEJ-L forms It should have from contraétor establishments. Con-
cerninc pre-award reviewsy D.DeDe estimatec that nearly half out

of thesc were made only after the contract had been awarded. (291

Stuff and budget grew tremencdously after 1969, but problems
~ith icdentityiny contractors, and establishing credible threats

ot raviews and sanctions remaineds

First, emplovers themselves are responsible fcr inciceting

g S o T P AL W a AR - g

to the DFCCP hhcther they «fre feuveral contractors. khile some
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prov;snons exist for pocling infornatcon from contracting ejen-

cies to define the universe of federal contrectors, the primary

formel source of information is s2lf-igentificstion on tkiU-1

=

pue el

form;. In 1974, the Labor Department estimated that of. acout
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*75, nonconstruction contractors sub ject to atfirmetive
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F3CcTion, it hac rceords of Enu-l forms t:r on]y 92,000, or about

e e S e
on2 third.[3C) This is not as bad as it seemsy since in practice

fiesld ofticers typically assume thet every 1large ftirm is &

sovernuent contractor,.

Second, there are wide aisparities acrcss compliance agen-
ciz2s In the size of bucvet and statf allocated to cocmpliances  As
Talble z.1 shows, the resources aveilalle for conplience review
varied sreatly across s3encies. The ULCCR interprets the last

coluan 4o say that the VA ana the USSA coulo not review all their
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percent of the caces.(3?] In 2 pre~award reviews the contracting
agsncy =ay dJdelay awarc until an affirmative sction plen is
accepterds Thic leverdye w2s applieu to no mdre then & odozen
firms between 1965 and 1971.135) The withholding of prceress pay=
nents had not been used in the two years after its autharizatign

in 1973, (39]

What sanctions tren ogoes tha JFCCP actuelly wield in
enforcenent? The principal fiﬁancia! senction used is the awara
ot back ray for membars of affectec classes as part of s concili-
ation gasreement or acdministrative crder. In fiscal years 1973
and 2974 alone, 3% nillion in back pay was obtainec in 91 set-
tiz2ments.{4C] These two yYears account for almost s1)1 of the +60
willion obtainead hctween 1969 ano 1976, ano so indicate a sub-
stantla\)y more aagressive enforcement stances ASs broken down in
Table 2499 DeBels acccurted for half this totaly for an averace
of 163 rer emplovyee beneficiarye In fiscal year 19n0, :5.2 mil-
lisn in ackpey for 433¢ employees was odtained in 743 concilia-
tion &jreementsy YOor an asverage of +2122 per empicyee.lﬁl] while
the per-employee penalty has increasecs less than two=tentns of
on2 percent of protectea Jroup enployeses at only the reviewed
estavlishments were bencficleries of such back psy awards in

1630,

1f 2 compliance cgency Ffincs an etfirmative oction plan
ynacceptsble, it issuyes 2 shocw=cause notice giving the contractor
30 days to> resolve deficiencies or show cause why administration

proceedings shcula not tegine This initial step in kicher sanc-















increase in céntractor establishments.{46) The employment impact
of @ contract is largest &nd wost siyniticant in clerical and
operative occupstionss while it 1Is actually negative, thoush
insignificant, for menasers.l4Y] In orainary least syuares
regressions, Burman finds compliance enforcement activity has no
si§nificant iwpact. Simultanzpus estimates on a sample of &40
indicate a 8% yearly Increase in bLlacks enploynent share cue to

conpliance enforcement tetween 1967 and 1970, bdbut this Is insig-

nificant, 150])

Astenfelter anc Hecknan (A & M) tollowed Burman with & stucy

|

of & larger samplc of 40,445 establishuent EEO-1 forms from 1Yo
and 1970, Starting ~ith more than iCC,00C estabplishment torms in
sach years they succzeded in matching about 40% of the estaplish-
nents across yearss accounting for-o5% of the employment. with a
car2ful followup study in one New Jersey county, they cttritutea
the non-matches to largely random causes incluoing the natura)
birth and death o¢f tirms, the srowth and decline ot tirms’
employment across «n2 EEC-1 reporting threshold, enc tc 1ost ang
nis-numhered forms. For zxample, the Social Security Acministra-
tion, which assigns firs iaentifyinb nuudbers, has issuec about 1e
thousand more nuwbers than there are tirms,[51) Tne net result is
that & & H found 13rgye estadlishments and contracter establish-

nents more likely tc matche

Liiting cthelir samile to integrated plants, & & H founo thet
contractor status acs associateo with @ significant increase in

the ratio of black asle to white male ¢uployec of .008e per yeor



contrac~ compliance program were snalle.

The strongest evidence 6G&S finuc ot a positive atfirmative

action impact ic for black males’ employment share, which is
estinated to increase by +036 percentage points per yedr in
response to contracior stetus.l55] However, since white males

share increases proportionately more, G&S’s results actuslly

imply <¢that black males? share of male employment falls in con-

——— -
e

'fFéctor establishments. Compliance revieas had a stronger cif-

ferential impact on black males relative to white males, so that
G83’%s results do Imply & significant positive increase in bplack
nale share of total, and male, employment in reviewec establish=

nenNtse

The most recent of the four previous studies, bty Heckman ana

e

Wolpin, wused EED-1 forms from 1972-1975, still before the con-

‘TTE:?—::;pliance prosram reached full str;;e. Hiw tirst concern
thamselves with the econometric prollemns of serisl correlation
and sample selection. In logistic equastions on a sample ot 1045
Chicago aree firms, they find that nc individual indicator of a

S -

firams cdemographic composition appears to significantly intluence

tha swara of a covernmental contrect in a sensible cirectione 1In
particular, the percent plack male, the change in gpercent black
nale, and the percent white=collar dlack=msle, inciviaually have
no sighificant impact on contract award. While not signiticant,
HeW also find thet Firms witin mofe dlack females, white ferales,
sr other minoriticsy or with higher Jrowth rates in these

categcories, ére actuslly less likely to receive gcvernuent con-
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tracts+[56) The conclusion 1 drew from thnis=--although it is
apparantly.not one shared by AiH==js that there is no signiticant
evidencc here of bias introduceo by the award of government coh-

tracts to firms with high or growing propertions of females &and

ninoritiese.

In a logit analysis of 11&5 contractor firms, MH&K finc  that
tha procability of being reviewed for compliance is not atfected
by establishment size, minority employment or change in axinority
employmente. Once again, there is no Evidence here of a selection
biase Yowever, such a rancdom review program is unlikely to te dn

efficient policye.

Correcting for high positive serial correlation in a sample

of 3677 Chicago area establishments, hHiw find that contractor

status leads to a significant 007 one-year incrgaﬁevﬁin_rblack

nales? share of employment, evaluated at sample means. 1lhis is

-

equivalent to an B.4% increase in share of total employrment., 1t

also corresponds to a ;011 increase in black males’ share of mele
employments HRW find sligntly greater 1long=-run eftects, but
since they control for serial correlation they finc much snorter
lags in response thah Achs which «@id not correct for seria)

corralatione.

Hst also contrel for establishment size and growth, incus-
trys and percent white=collar. They find large and growing firns
that arc heavily hlue-ccllar Increase their emgloyment of tlack

nales rore. Femalese either bleck or white, aréiggzipouno
et Tou

L

expericnce increases in their employment proportion in contractor

RO



















Table 2.5: Debarﬁxents in Chronological Order.

Dare Congracror
9/71 Edgeley Air Products, Inc.
- 3/72 - Randeb,Inc.
772 ’ Edward McGuire
8/72 Russe] Associates
3/73 McNicol-Martin Co.
4/73 - Dial Electric
3/74 Harry Myrhe, Inc.
9/74 Hesse Envelope Co.
12/74 Blue Bell, Inc.
12/74 Dibert, Bancroft & Ross
278 Stillwater, Inc.
3/76 Timken Rolier Bearing Co.
8/76 Power Therm Co.
8/77 Ansastasi Bros. Co.
8/77 Hahn & Clay, Inc.
8/77 Ingersoll Milling Machine Co.
11/77 Feature Ring
6/78 American Sanitary Labs
6/78 Painting Corp. of Detroit, Inc.
4/79 Loffland Bros.
1779 Uniroyal, Inc.
6/80 SIC Construction
6/80 PFG & Son, Builders & Contractors
7/80 Firestone Tire
7/80 Prudential Insurance
9/80 _ University of California

Source: OFCCP, Freedom of Information Act
Indexes, June, 1980, p. 123, April, 1981, p.146.



Table 2.6: Previous Estimates of the Short-run Impact of Contractor Status on
Relative Black Male Employment.

Ashenfelter- Goldstein- Heckman-

Burman Heckman Smith Wolpin
_ Sample Size 1186 40445 74563 3677
Period 1967,1970 1966,1970 1970-72 1972-73
A(BM/T) - - .0004 .007
A(BM/M) .003 - negative 011
A(BM/WM) - .009 negative -
Occupational
Upgrading? - No No No No
Reviews
Effective? No - Yes No
Improved
Female

Employment? - - No No
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Information Models

Throughout this study, one of the chief concerns is what the lavor market for minorities
and females would have been in the gbsence of Executive Order 11246. A distinct question is:
what would'happen in the future if affirmative action were abolished? The tax models of regu-
lation‘ just pr'e;emed are suitable for the first question, but pre-judge the answer to the second.
In the absence of the regulatoq tax the model assumes the demand for minorities and females
will resume its former level. A more complex model is needed, that allows for learning and
changes in discriminatory behavior. Afterall, one of the goals of affirmative action is to break
down prejudice. If employers have falsely pre-judged minorities and women to be less capable
than white males, a temporary affirmative action program might have permanent effects by
shocking them into correcting their mistake faster. This section presents some information
models of statistical discrimination.

Typically, employers cannot know exactly the prospective productivity of an employee or
potential employee. In a hiring decision the employer must rely on tests that are an imperfect
measure of productivity. Often it is expensive to update and validate tests, so it is plausible to
assume the employer infrequently updates his priors on the relationship of test scores and on
the job productivity.

Suppose the employer in the first period validates his test by regressing productivity P on
the test score T, and an index such as race R, finding:

Pum )T+ bR+e ' ' (5
The true relationship of productivity on the job to ability is:

Pw= )4 +¢ (6)
The true relation of ability 10 the test score and race initially is:

A= T+5R+e . )]
Race enters this equation under the assumption that it is correlated with some part of ability
that is not picked up by the test and so is not directly observable. Substituting (7) into (6)

yields:
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E(b) = As (8)
E(by) = S, 9
Suppose black ability has been increasing over time in ways that are not correlated with

test scores. An employer would only discover this by chance. While an employer would
benefit from béing able to identify more productive blacks, a test for many entry level occupa-
tions is like a public good and is also usually expénsive to develop, so many employers will con-
tinue to rely’—on the old test, and on the initial period validation result.. Affirmative action may
now have permanent effects by 1) forcing employers to develop tests that predict performance
more closely, and 2) forcing firms to revalidate their tests, new or old, and update their priors.
In the second case, we have assumed that 8, increased over time. Affirmative action forces
employers to invest the fixed cost in discovering this sooner than they might have otherwise.

The first case corresponds to the probiem of differential validation. Suppose the oid test
predicted white productivity well but black productivity poorly. A risk averse employer using
this test would employ blacks at a discount. Affirmative action may prompt the employer to
develop tests that are homoskedastic across races in predicting performance, reducing the rela- '
tive risk discount on black labor. While the previous case turned on updating means, this case
turns on reducing the relative variance. Of course, any model that depends on the use of better
tests must contend with the observation that Title VII and E.O. 11246 have led employers to
abandon formal testing because of the high cost of validation. )

A temporary affirmative action program can also have a permanent impact by a process |
call variance tipping. I will outline the process informally here as a problem of discriminant
analysis. An employer is trying to decide whether blacks and whites come from the same popu-
lation. His prior is that they do not: blacks have a lower mean productivity and a higher vari-
ance. This prejudice resuits in less demand for black labor. Since blacks are a minority group,
the employer may never draw a large enough sample to convince him to overturn his prior.
Now affirmative action induces the employer to hire more blacks. The information generated
from this larger sample will be more precise. If blacks and whites are from the same popula-

tion, as sample size increases, the sample data carries greater weight relative to the prior until
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the discriminant analysis rejects the null hypothesis of different populations and overturns the

old prior.
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are normally of secondary importance. However, rankings are not preserved under
differencing, so the choice is a significant one.

If the primary concern is with the impact of policy on the labor market prospects for
members of protected groups, then the focus should be not on the average firm, but rather on
- the average person. Rather than asking what a black’s chances of being hired at the average
firm are, the question is what are his chances of being hired at the average job. We might then
‘ask the abso.Ime question whether black employment is growing, or the relative question
whether it is growing relative to that of whites. |

Models of discrimination have been developed in both absolute (Becker) and relative
(Arrow) terms. With weak priors about discriminatory tastes, the choice-between these models
turns on the empirical question: at the establishment levs! are relative wages better described by
variation in the absolute or relative number of blacks? The answer will depend in part on the
elasticity of substituti;)n between blacks and thfes. The same holds true at the aggregate level.

The number of blacks employed is given by:

N2 = 3 NTPE | (10)

where

N[ is total employment at firm i

P2 is percent black at firm i

The aggregate percent black is simply Ng/ Ny . This is identical to the weighted percent
black across firms, with weights equal to percent of total employment acounted for by each
firm. If total employment changes litle, then the issue of choosing between N and Py is of lit-
tle practical matter. Totally differentiating Pjp yields:

NT dP® + P2 dNT = T (N7 dP? + PP aNT) -an

Since

dN® = T (NT dP® + PEaNT) (12)

this is more simply expressed:
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dP? = (dN® — P2 dNT)/NT a»

If 1otal employment changes little, or if the initial percent black is small, the change in
percent black is approximately a scalar multiple of the change in black employment. In theory
" the choice between absolute employment and the weighted percentage employment depends on
the particular model or application. In practice in this study I typically use percentage rather
than absolute employment. Since I find firm size varies ﬁttle over time in my sample with a
fixed number of firms, this is not & crucial choice.

Between 1974 and 1980 the proportion of employees weighted by establishment size who
were black males increased by .003, from .044 10 .047 in noncontractor establishments, and by
.005, from .084 to .089 in contractor establishments. This change in employment share is
significantly higher in the contractor sector. This result is reversed if expressed as a percentage
change in proportion rather than as a change in proportion. Between 1974 and 1980, the pro-
" portion of employees who were Black males increased by 79% in noncontractor firms, but by
only 69% in contractor firms, in terms of the percentage change in means. Adding another
level of complexity, this reversal is itself reversed if the relevant proportionate change is con-
sidered to be not the percentage change in means, but the mean percentage change. In the
latter case, the mean proportionate increase was <28 in non-contractor establishments, but .43 in
contractor establishments. Have contractors increased their demand for black males more than
have noncontractors? That depends in part on whether we care about absolute or proportionate
shifts in demand. Viewed from the framework of changing firm behavior, a demand shift rela-
tive to thé original position seems more pérsuasive. But if we are more concerned with the
impact on aggregate relative black wages and employment, then the absolute shift in proportion
employed is more pertinent, weighted as above by total firm employment.

For example, we judge a 10 person firm that hires its ﬁrst biack to have changed its
behavior more than an identical firm that hires its sixth black, although both will have identical
effects on the aggregate level of black wages and employment. To make the same point, con-
sider two firms of equal size. Blacks' share of employment increases from .10 to .11 in the

first, and from .90 to .99 in the second. Since the proportionate change in proportions is ten
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percent in both cases, we may judge them to have changed their behavior in comparable
fashion. But the second firm has increased aggregate demand for black labor more. There is
no single simple answer—it depends on whether one judges the impact of affirmative action in

terms of changing firm behavior or in terms of changing the position of minorities and females.

Weighted vs. Unweighted

Should we judge the impact of the OFCCP by comparing across contractors and non-
contractors the average change in percent minority or female, or the weighted average? If Pi is
the proportional change in percent black at firm i, and Ei is total employment at firm i, then the
average change P is equal to (3 P) /N ,and the weighted average change P, is (Y E.P)/ I E/
The choice turns on whether we are interested in the OFCCP’s effect on the average firm or-on
the average worker. If we ask the behavioral question, how has the typical establishment
responded to affirmative action, then the unweighted P, that weights each establishmem
equally, is the appropriate measure. However, it seems unlikely that this measure of absolute
justice (all discriminators are equally bad, whether they employ 2 or 20,000) is of principal con;
cern to those involved in the affirmative action debate. That debate focuses more intently on
thé question of how people, not firms, are affected. How have the employment and earning of
minorities, femnales, and white males changed in response to affirmative action? To this ques-
‘tion. the answer must be in terms of B.. the average shift in minority or female employment,
weighted by ﬁrm size. |

Suppose small firms have been relatively unresponsive to affirmative action. Now using P
where 7’. is tﬁe appropriate statistic will understate the impact of affirmative action on the
employment status of members of protected groups. Conversely, using I.’. where P is
appropriate will overstate the impact of affirmative action on firm behavior. ~In cross-

tabulations, I shall present both types of measures.

Sampling Bias and Choice of Control Group

We compare contractors with noncontractors using data from EEO-1 reports on workplace
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include, but not be limited to the following: employment, upgrading, demotion or transfer,
recruitment or .recruitmem advertisifxg; layoff or termination; rates of pay or other forms of
compensation; and selection for training, including apprenticeship.” {41 C.F.R. 169 202(1)
(1974)). The goal of affirmative action is not merely to increase the employment of members
" of protected groups, but to promote their advancement up the job ladder. A full evaluation of
affirmative action requires an e*amination not only of its effect on total employment, but aiso
of its impact across occupations. .

One method of determining which end of the job ladder affirmative action has hit with the
most force is to compare shifts in employment across contractors and noncontractors within
detailed occupations. . If contractors have been able, in practice, to fulfill their affirmative action
obligations by hiring more blacks and females in relatively unskilled positions, then affirmative
action has been more effective in increasing employment than in promoting occupational
advancement. Some might argue that such a result is only to be expected given the short sup-
ply of skilled minorities and females. The presumption behind affirmative action however, is
that trainable members of protected groups will be considered for skilled employment. Even in
the case of a small fixed supply, in its initial years affirmative action should induce a reshuffling
of skilled blacks and women from noncontractor to contractor firms, without any upgrading of
individuals necessary.

The problem with such a detailed examination within occupations is that it threatens 1o be
too detailed for presentation and comprehension. A more immediately comprehensible sum-
mary measure would be useful, in this case, an index of occupational status. This occupational
index weights the distribution of blacks or females across occupations by median earnings
within occupations for a fixed year. In other words, using earnings by occupation as weights,
this index indicates average occupational status. If affirmative action has led to blacks or
females being employed in higher paying jobs, then this index should increase faster at contrac-
tor firms. Note that since skilled blacks and females can be hired from outside the contractor

sector, this index can increase without any black or female being promoted in the contractor
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a, is the proportion of all workers of a given demographic group j who are employed in occu-

patoniinyeart Ja,= 1.
[

Taving the derivative with respect to time:

a, da it
—_ - W —t
But the side condition on the shares is that:
da it
I,'-" 7 0 (16)

So the occupational index can only increase Qver time if a, increases in high wage occupations.

The occupational index of females can decline even though female representation is grow-
ing in every occupation, and even if the growth rate is highest in the high wage occupations.
An example helps provide the intuition fof the formal proof. In Tabie 3.1 the occupational
indexes in periods 1 and 2 are identical because a, the distribution of blacks across occupations,
is unchanged. At the same time, however, the percent of white collar workers who are black,
. P, has increased from .2 t0 .3, a 100 percent increase, twice as_great as their growth rate in

blue-collar jobs. Formally:

Ny

- 14
z 2 INJ (17)
and
NIJ
Pi- Ni (18)
where

' N, = number of demographic group j employed in occupation i
N; = number of employees in demographic group j

N, = number of employees in occupation i
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ings ;and share of x*:ino;ity employment are low where the greatest proportional increases in
minority share of employment are high (composition effect); and (3) total employment of
minorities is increasing.

What to make of all this? The lesson is not that the occupational index is not useful; but
that like any .;implifying tool, its use without knowledge of its limitations is potentially mislead-
ing. The occupational index is a dramatic and easily understood summary measure, but the full
story of the‘ impact of affirmative action require§ an analysis of employment data within disag-

gregated occupations. I shall present both types of measures.

Aggregation: Establishments or Firms

The legal application of affirmative action is to corporations. This is most obvious in the
contagion clause: il any establishment within a corporation holds a federal contract, the entire
corporation and all establishments within it are considered to be contractors with the obligation
to implement affirmative action. Similarly, at the extreme of administrative sanctions, it has
been typical to debar entire firms, not single establishments within multi-establishment firms.
In terms of incurring the legal obligation to pursue affirmative action, and of bearing the risk of
the ultimate penalty of debarment, the firm rather than the establishment would appear to be
the natural unit of analysis.

Arguing against this proposition, establishments, not firms, are reviewed for compliance
with affirmative action, and this is as it should be. In general, personnel policy is implemented
with ‘considerable discretion at the plant level, subject only to general corporate fiats. Such
plant-level autonomy reflects the fact that plants within the same corporation operate in
different regions in different industries with different skill requirements, facing different labor
markets. Some are unionized, some are not. Some have stable, highly skilled labor forces,
others do not. The diversity of labor market settings and institutions across plants within firms
is large.

With the exception of taxes, the regulation of corporate behavior has not treated corpora-

tions as bubbles. Like OSHA and the EPA, the OFCCP does not impose a certain standard on
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a corppration. and allow the corporation to efficiently meet that goal by varying its response
across constituent plants. Rather, each plant is individually obligated to pursue the regulatory .
goals.

The OF_CCP recognizes that personnel administration takes place at the plant level, and so
should any analysis. At the same time, the plant is administratively and legally part of the cor-
poration, so the analyst should be alert to spillovers across plants within a corporation from

OFCCP pressure on a particular plant within the corporation.

Demographic Aggregation

As long as the impact of affirmative action across demographic groups is not uniform, the
level of demographic aégregaxion one chooses can distort the apparent impact of the program.
For example, in many cases affirmative action has h;d a stronger impact on black males than on
other minority males, and a stronger impact on minority males than on minority females. In
such a situation, affirmative action would be judged powerful if we looked at black-males, mar-
ginally effective if we aggregated all minority males and ineffective if we aggregated all minori-
ties. The danger is in trying to summarize and simplify the detailed and disparate effects by
aggregation. On the other hand, to fail to move above detail is to fail to provide useful general-
izations. The results to be presented in this study will usually be tabulated by sex separately for

whites, blacks, and other non-whites.

Proportion of What?

The denominator makes a difference. The absolute number of black males at a firm usu-
ally tells us less about the firm’s response to government pressure than does the proportion of
the firm’'s employees that are black. If we are to compare the progress of females and black
males, it is natural to express their employment as a fraction of total employment. The advan-
tage of this scaling is that it uses a common denominator for all groups and that that denomina-
tor is itself a large aggregate likely to average out countervailing disaggregated changes and

measurement errors. The disadvantage is best shown by an example. In 1974, non-white
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males comprised six percent of the employed. Five years later this percentage was uncbénged.
Over the same period the percent of the employed who were female rose from 39 to 42. -
Females have certainly advanced into the workforce, but have nonwhite males really stood still?
Not at all. They too have advanced, but not as swiftly as the females, and so they appear to be
-"standing still. As a percent of all males, nonwhite males increased their share of employment
from 10.9 to0 li.S, but this is swamped in the total figure by the massive influx of females and
corresponding reduction in males’ share of employment. On the other hand, the use of a sex-
specific denominator is useless for measuring the advance of females, and makes it difficult to
summarize total black progress. 1 shall usually express my results as ratios to totai employ-
.ment, but for comparison some ratios to total male or total female will be presented in Chapter

4.

Time Unit of Analysis

What is the proper time frame for judging the impact of the OFCCP? With a long per-
spective one might compare the years before the proclamation of Executive Order 11246 in
1965 with the years after, hoping to control for concurrent changes and isolate affirmative
action. Given the concurrent enactment of Title VII, the changed political environment it
reveals, and the poorly understood changes in female labor supply over the same period, this
approach is likely to be difficult. If thé position of blacks improved after 1965, a l;road inspec-
tion of historical aggregates will be incapable of distinguishing the effects of Title VII from
those of E.O. 11246. If females were advancing as swiftly before 1965 as after, that might hide
the true irgpact of affirmative action. If the most skilled females entered the labor force first,
then the positive marginal effect of affirmative action might be swamped by autonomous supply
shifts. Any simple comparison of hisiorical periods is fraught with the danger of not controlling
for, or not being able to isolate, concurrent forces. If we then restrict ourselves to the periods
since 1965, should the analysis be based on a single cross-section or on longitudinal data?

Since the cross-section is a subset of the longitudinal data, the latter is clearly superior. One

could easily understate the impact of affirmative action by comparing contractors with non-
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contractors in an early cross-section, before firms had fully adjusted to affirmative action.
Looking at the change over time in panel data is likely to be more powerful, for a number of

reasons. First, we can difference out unchanging and possibly unobserved variables, such as

- firm tastes, or fine industrial occupational structure, or fixed regional supply. Second, stocks

only change by flows. The change in .stocks iri panel data will be & more sensitive indicator of
bolicy impacts than would the level of stock in a cross-section. Finaily, by spanning 2 longer
time-frame, panel data is more likely to pick up lagged enforcemem and responses.

Suppose the panel daia starts in year T1 and ends in-year T2. The longer the time span
the better. Affirmative action could easily be made to appear ineffective by looking at its
impact between 1965 and 1968, before the program became well-established. There are inside
and outside lags in policy. The inside lag in fhis case is the time between the proclamation of
Executive Order 11246 and the promulgation and enforcement of operationai regulations. In
the case of femaleﬁ. such regulations were not enforced until about 1973. The outside fag is
the time it takes firms to respond to regulation and adjus: their behavior. While this outside lag
is in part endogenous to regulatory pressure, few would consider it fair to judge the impact of
affirmative action by changes in employment between 1965 and 1967, for example. On the
other hand, on;:e a regulatory progran'i matures, a new long-run steady-state is reached. As this
point the meaningful difference between contractors and non-contractors is largely clewr @ a
cross-section, and the impact of affirmative action is hidden by focusing on changes over gime
during the new steady state.

In longitudinal data the impact of a change in regulations can usefully be thought of &s
t;ollowing an adjustment path which is likely to be S-shaped. The impact of regulation tur b
understated by examining only the tails of the S. The first tail is too early, before the reguim-
tory bureaucracy is in place and before firms can respond. The second tail is too late, afier
firms have completed most of their adjustment. This is equivalent to choosing a late base year:.
Focusing on either tail is misleading. I shall compare changes between 1974 and 1980. As

Chapter 2 suggested, 1974 is near the beginning of a period of more aggressive enforcemen. aff
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Dividing through by N, gives the identity in share form:
P=\P_ +aH - dT (31

where

a = the ratio of total hires to total end of year stock
b = the ratio of total terminations to total end of year stock

‘ NI-I
A l—g+b = T

The annual change in share of stock is:

P=P_j=(\=1DP_ +aH - bT (32)

with derivatives

Bls &8
|

An increase in black’s share of hires or terminations has a greater impact on black’s share of
stock the greater is the hire or termination rate respectively.

Affirmative action might be successful in increasing blacks’ shar; of hires, H and reduc-
ing their share of terminations, T, at contractor establishments. But if these establishments
exogenously had lower turnover rates a and b than non-contractors, or if lheil; turnover rates
fell, then the change in stock A P, could be lower, or decreasing, in the contractor sector, mask-
ing the impact of affirmative action. To complete the analysis of affirmative action turnover
rates across comractbr and non-contractor establishments should be compared. If these differ
little, then the flow data and the change in stock data will contain roughly the same informa-
tion.

Some indu;ﬂries. public utilities for example, have very low turnover rates. They are
characterized by stable work forces of long tenure. Unless long-tenure jobs are themselves the

product of an intention to discriminate, which is unlikely, it is appropriate to judge affirmative
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action in such stable industries by its impact on minorities’ and females® share of new hires and
terminations rather than their share of employment. Since tne workforces are frozen as an exo-
genous characteristic of the industry, a positive change in flow shares will have to cumulate for

years before it has a significant effect on employment stock shares. Substituting recursively

into the difference equation yields:

P =" P, + Ax---_i!- (@H - bT) (33)

with derivatives of the expected sign:

dP alr"-1)
T =0 (34)
P =-s(rA"-1)
7y = R - (35)
In long-run steady state:
H-sT "
aH~
P, a—b (36)

For .stock to be constant in a steady state the hire and termination rates must be equal.
Then in the long run if black’s share of hires is greater than their share. of terminations, their
share of stock will go to 1.

In theory the impact of affirmative action on protected groups’ share of flows and stock
‘could be hidden by disparate turnover rates between contr.acts and non-contractors. Alterna-
tively, the observed increase in rate of change of protected groups’ employment share in the
contractor sector might, in theory, be an artifact of exogenously higher turnbver rates in that
sectof.

If « and b are both small (or of similar magnitude), then A is close to } and A" is close to
1. In this case P, changes only slowly from P,_,. By the same token, industries characterized
by high turnover rates can show large improvements in minorities’ and females' employment
share without large changes in firms’ hiring and firing policy. If affirmative action requires
equal effort from all industries, rather than equal results, then high turnover industries should
be held to higher employment goals along an adjustment path. In other words, firms with

higher turnover should be expected to adjust faster to their affirmative action goals.
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What is a Col;tnctor?

Is a contractor a contractor if it doesn't think it is a contractor? The issue arises primarily
in the case of multi-plant corporations. Legally, if any establishment within the firm holds a
~ federal contract or first-tier sub-contract, all establishments within the firm are considered
federal contractors with an obligation to pursue affirmative action. In bractice, many establish-
ments that are contractors under this criterion do not so identify themselves.

In my data 28% of all establishments identified by the OFCCP as contractors in 1974
because they were part of a contractor company, did not so identify themselves. In 1980, they
constituted 27% of all contractors. This rate of underreporting is practically identical with an
earlier OFCCP estimate that in 1971, 28% of all contractor establishments were self-listed as
non-contractors on their EEO-1 forms.

Since these establishments are legally within the domain of the OFCCP it is proper to
compare them to non-contractors in judging the overall impact of the agency. On the other
hand, this lumps together two kinds of in‘eﬂ'ectivene.sses: the OFCCP countenances the sin of
ignorance and the greater sin of willful volition. We cannot expect establishments to comply
with aﬂirmativé action regulations if they do not realize they bear the obligation. By grouping
such establishments with self-identified contractors, we underestimate the impact of the OFCCP
on self-identified contractors. |

Turn to a distinct question. If an establishment is a contractor in 1980 but not in 1974, is
it 'a contractor? Remember, our goal is to judge the impact of the OFCCP by comparing
changes in contractor and non-contractor employment between 1974 and 1980. If we label as
contractors only those which were contractors in 1980 then we will include among the contrac-
tors many which became contractors since 1974. One inight speculate that they have poor
records with regard to minority and female employment because they only recently began
affirmative action programs. On the other hand, one might speculate that seif-selection occurs
so that only firms with good records become contractors. I consider this last proposition

improbable, given the levels of enforcement and penalties. At the same time, use of end of
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period contractor status to classify establishments will include among the non-contractors some
which had been contractors. Again we have two parallel lines of speculation: random assort-
ment versus self-selectior.. If the change in status is random, which includes reporting error,
we will understate the difference between long-term contractors and non-contractors. If self-
selection dominates, we may overstate the impact of policy on employment within establish-
ments.

Suppose instead that we classify establishments on the basis of initial 1974 contractor
status, as we shall do in the results that follow. Now ;.ve label ﬁxany as non-contractors which
will actually be contractors by 1980, and we label some as contractors which will be non-
contractors by 1980.. If the change in status is random, this will bias our results against finding
any difference between contractors and non-contractors. More importantly, note that the bias
of self-selection now works in the same direction. We will classify as non-contractors establish-
ments that bchaw)e like contractors because that is what they expect to become. We bias against
finding any distinction between coﬁtractors and non-contractors if we classify on the basis of
initial status, whether changes in status are random or self-selecting.

What if we label as contractors only those who maintained that status in 1974 and in 1980.
This solves less than half the problem. We label as non-contractors sbme establishments that
were contractors only in 1974, or only in 1980. In the first case the implications for bias
depend on the sorting procedure. In the second they do not. On net, the bias result is similar
to that with the use of end of period labels.

Note that we can make inferences about the randomness of status changes by comparing
results using initial and terminal period siatus labels. This is identical to analyzing the previous

behavior of those who changed status.

What is Regulatory Pressure?
Imagine two scenarios. In the first, we observe that contractors differ little from non-
contractors, but that the reviewed have performed better than the non-reviewed contractors. Ir

the second, contractors perform better than non-contractors, but among the contractors the
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reviewed and non-reviewed are indistinguishable. In each case, what can we infer about the
power of the OFCCP?

In light of the fact that few firms are reviewed, we might infer in the first case that yes,
compliance reviews are an effective policy tool, but they have little demonstration effect, and
have been used too sparingly to show up in changed contractor sector behavior over and above
the common response to Title VII. The policy tool is effective but has not been used broadly
enough to effectuate the policy. -

The puzzie of the second case is unlocked by considering demonstration effects. If the
threat of a review carries the same weight with firms as the review itself, then we expect no
difference in behavior across reviewed and non-reviewed contractors. If that weight is positive,
then contractors will perform better than non-contractors despite the deceptively apparent futil-
ity of reviews.

Should we then judge the OFCCP by classifying by contractor status, or by reviewed
status conditional on being a contractor, or on some higher level of regulatory pressure? These
are simply more detailed questions. Cofnparing historical periods aggregates all cross-sectional
spillovers. Comparing the contractor and non-contractor sectors gives us a summary measure
of OFCCP impact, collecting all within sector spillovers. Classifying by reviewed status condi-
tional on being a contractor yields insights into the power of a particular regulatory tool, but
only into the direct effects. If spillover is a significant force, then a more accurate view of the
impact of reviews demands comparing contractors and non-contractors. One cannot simply peel

the onion to determine where the smell is coming from.

Supply or Demand

Anti-discrimination policy has been broadly applied in the U.S. Applied to educational
institutions receiving federal funds. it has promoted the higher education of minorities and
females by 'altering college admissions procedures. This has increased the supply of highly edu-
cated minorities and females. It is imporiant to distinguish the direct impact of anti-

discrimination policies in increasing the supply of skilled minorities from what is meant by
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affirmative action in this study. This study is concerned with affirmative action solely in
employment. Chapter 4 tests only for the effectiveness of' affirmative action programs man-
dated under Executive Order 11246 in the private sector. It tests this in terms of increasing
'employment opportunities for fninorities and females in contractor firms. Note that, even
. though the more broadly conceived range of antidiscrimination pressures that increase the sup-
ply of skilled minorities and fernales may have been quite successful, this need not show up in .
our resuits. In particular, if anti-discrimination policy has been successful in education but
impotent in employment, for the purposes of this study affirmative action will be judged a
failure. The important policy issues of the interplay between anti-discrimination policy in edu-
cation and affirmative action in employment will only be addressed tangentially in this work. It
should be borne in mind that whatever employment effects are found occurred within z; broader
anti-bias context. If this study finds that contractors made great strides in increasing their
employment of skilled blacks, remember that a large part of this increase was made possible by
the increased supply of skilled blacks due to anti-discrimination policy in education. To control
for these broad supply shifts, this study compares contractors and non-contractors and focuses

on differential behavior.

Historical Counterfactuals: What if There Had Been No OFCCP?

One way of framing the question of the role that afirmative action has played in advanc-
ing the employment of females and minorities is 10 ask what position females and minorities
would be in today without Executive Order 11246. What is the baseline of behavior over time?

To be more concrete, between 1974 and 1980 black males’ share of employment increased
.005 from .084 to .089 in contractor establishments, but by only .003 from .044 to .047 in non-
contractor establishments. For our purposes here, set aside the fact that affirmative action
existed prior to 1974. It is clearly wrong to claim that absent affirmative action black .males'
employment share in the contractor sector would have remained stuck at .084, because even in
the non-contractor sector this share was growing. At first glance then, the contractor sector

might be assumed to mirror the growth in the non-contractor sector, which was .003, or 6.8



63

percent of the 1974 share. Even at this first step we have two answers, applying absolute or
proportional growth. In the first case, in the absence of affirmative action black males’ share
grows by .003, from .084 to .087. In the second, it grows by 6.8%, to .090. In both cases we
- have assumed not only that the demand shift is identical in both sectors, but also that both sec-
tors face the same supply with identical demand elasticities, as in _Figure 3.3.

If the demand elasticity is non-zero, then the net employment changes above are underes-
timates. This can be seen in Figure 3.3. As contractor sector demand shifts up under
affirmative action from C to C’, aggregate demand also shifts up from ¥ to 3 ', and relative
wages are bid up from w to w'. This causes a movemcnt. back along the ciemand curves in both
sectors. In the absence of affirmative action then, black males’ share of employment in the
non-contractor sector would have increased more, because their wages would not have been bid
up as high. Rather than imputing a net employment change equal to A in Figure 3.3, as we did
above, we should impute the larger change equal to B. So taking the wage elasticity of demand
into account leads us to believe the change in black males’ employment share would have been
greater than .003 in both sectors. How much greater depends on the elastici(y of supply. Sup-
pose the supply of black male labor were fixed and Perfectly inelastic. In this situation
aﬁrxﬁative action is purely a reshuffling and has no impact on the aggregate share of black
males, although that share may increﬁse due to other factors. In the absence of affirmative
action then, the aggregate growth of black males’ share will remain unchanged, but will be
indentical across sectors. This aggregate growth weighted by number of establishments per sec-
tor was (27432 * .003 + 41258 * .005)/68690, or .004.

Now what has been the impact of affirmative action under this extreme assumption of
pure reshuffling? It has raised the relative wages of blacks, eise why would any black move
from a non-contractor to a contractor firm? But it has increased black males’ employment
share by only .001 in the contractor sector, an increase cancelled out, by assumption, in the
non-contractor sector. Obviously, the choice of baseline behavior and assumptions about the

elasticity of supply can alter the interpretation of the impact of affirmative action. Affirmative
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action can have a positive demonstration: effect as well as the negative spillover through the

labor market discussed above. Suppose employers have limited information about prospective

.employees and cannot determine their true productivity. Spence has shown conditions under

" which signalling equilibria exist in which blacks, for example, appear to be discriminated

against. In sﬁch a framework, affirmative action can act as a shock. By forcing the employment
of blacks, it gives employers an opportunity to discover blacks' true prociuctivity. Minorities
and femal;-s might perform beyond the expectations of contractor employers. In time non-
contractor firms will discover this pleasant surprise, and increase their employment of minori-
ties and females, reducing the differential between contractors and non-contractors. In this case
affirmative action is so effective in breaking down prejudice and reducing statistical discrimina-
tion that it appears ineffective. Once again, the inference drawn from a comparison of contrac-
tors and non-contractors for the impact of affirmative action will depend on assumptions about

spillover. In chapter S, I will examine some empirical evidence of spillover.
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Section 3: Data
Two rich, Jewiled and disaggregated data sets are used in the empirical tests: establish-

ment level EEO-1 reports on more than sixteen million employees for 1974 and 1980, and

- establishment leve] affirmative action compliance review reports for the period 1973 10 1981.

Under .Title VI of the Civil Rights Act of 1964, the Equal Employment Opportunity
Commission requires annual reports on workforce demographics from all private employers
with 100 or more employees, or 50 or more employers and a federal contract or first-tier sub- |
contract worth $50,000 or more. In the case of multi-plant employers, all establishments with
more than 24 employees that belong to firms fulfilling the above conditions must report indivi--
dually. 'In 1978, 39,000 employers with more than 165,000 establishments filed reports cover-
ing 36 million employees, more than half of all private non-farm employees. The sample is
extensive, covering three-quarters of all manufacturing employmem.as reported by the B.L.S.
(see Table 3.2). Employers with small workforce establishments such as construction, trade
and agriculture are underrepresented. Construction and agriculture are also underrepresented
because temporary or casual employees are not counted as employees for the purposes of
reporting requirements.?

From samples of roughly 160,000 establishments in 1980 and 100,000 establishments in
1974 I found 68,690 establishments that filed identifiable reports in.both years., The empirical
tests comparing contractors with non-contractors are based on these 68,690 establishments with
more than sixteen million employees from the matched sample.

An establishment is considered a contractor if the company or any of its establishments
are prime government contractors or first-tier subcontractors with a contract, subcontract or
purchase order of $50,000 or more. The EEOC identified any such establishment as a contrac-
tor, whether or not the establishment so identified itself. Note that the sub-contractor clause
vastly extends the compass of affirmative action regulation.

Contractor status changers, particulary entrants, between 1974 and 1980 are surprisingly

common. Eleven percent of all 1974 contractors esiablishments were non-contractors in 1980,
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while twenty-seven percent of all 1974 non-contractors were identified as contractors in 1980,
consituting seventeen percent of all 1980 contractors. This suggests contractors have become
better labelled over time. Whether these status changes are true, or just an artifact of more
accurate reporting, my results wiil be biased against finding any affirmative action effect when |
" test according to 1974 status only. In other words, I underestimate the effect of being a con-
tractor because I include among the non-contractors some establishments that became or really
were contractors, aﬁd I include among the contractors some establishments that became or
really were non-contractors.

To compare demographic changes across reviewed and non-reviewed establishments |
merged the matched 1974 and 19‘80 EEO-1 eswuablishment demographic data with data on
OFFCP compliance reviews. OFCCP administrative records contain data on 27,000 compliance
reviews across 11,000 identifiable establishments, between 1973 and 1981. Reviews compieted
prior to 1973 or after 1979 are underrepresented, and due to general under-reporting some
establishments that were reviewed will be included among the non-reviewed, biasing my tests
against finding an impact of compliance reviews. I labelled as reviewed any establishments that
had a record of at least one compliance review between 1975 and 1979 inclusive. Multipie
reviews are not rare, but are not controlied for in my tests. Since I expect decreasing returns to
multiple reviews, this will bias against finding any review effect in the case of establishments
reviewed prior to 1974. In other cases 1 will simply be measuring the cumulative effect of
reviews. Since the mode year of review completion in the sample is 1975,.while demographic
changes are measured between 1974 and ‘1980, there is little potential for underestimating
review effects due to lags in response. Finally, turnover data comes from a sample of 2240

establishments that completed compliance reviews in 1978.
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Table 3.2: Comparison of EE0-1 and BLS? Employment 19744, and My Sample®

1980.
Employment (000)
My
Sample EEO-1
as a asa
My Percent Percent

Ipdustry Sample EEQ-1 __ BLS' = _ofBLS  _ofBLS
Total 16,411 32,708 NA? NA NA
Private,
nonagricultural 16,342 32,565 . 70,287 233 46.3
Mining 254 529 837 30.3 63.2
Construction 262 517 4,212 6.2 12.3
Manufacturing 7,663 15,076 20,332 372 74.1

Durable goods 4,505 9,270 12,160 37.0 76.2

Nondurable goods 3,158 5,806 8,172 38.6 71.0
Transportation,
Communications

and public utilities 1,492 3,260 4,859 30.7 67.1
Trade 2,644 5,794 19,394 13.6 29.9

Wholesale 648 1,239 4,898 13.2 25.3

Retail 1,996 4,555 14,496 13.8 314
Finance,
insurance, and real estate 749 2,344 4,676 16.0 50.1
Services . 3,278 5,045 15,979 20.5 31.6
Agriculture 69 142 NA NA NA

IData are annual average of 12 monthly data reports.

INA = Not Available

3B.L.S. data from Employment and Earnings, March 1978.

41978 data reproduced from 1980 EEOC Report.

My sample is 68,690 establishments with matching EEO-1 records in 1974 and
1980.
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1978 EEOC Report, Table 1, pp. I-9, I-10.
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Chapter 4: Results\n
The Impact of the Contract Compliance Progran

onv Workplace Demographics o

e T

This chapter presents our central empirical findings on the question of the impact of Exe-

- cutive Order 11246 on the employment and occupational status of minorities and females. The

previous chapter argued that there were a number of plausible ways of measuring the impact of
the OFCCP and that different methods could produce different results. The statistical results
here should be interpreted in 'lighx of the qualifications and ambiguities detailed previously.

The predominant evidence to be presented here suggests that affirmative action under the con-

tract compliance program has led to improved ;r:}glgymgp_t oypca_rtlx.nixies for blacks. To show

——— Y e s

this I compare the change in demographics between 1974 and 1980 across contractor and non-
contractor establishments, and across reviewed and non-reviewed contractors. Tests are made
by detailed demographic group of changes in total employment and occupational status, and of
occupational advance across 9 occupations and 2 trainee positions. Cross-tabulations are
presented in Section 2. Section 3 presents linear probability and log-odds equations with multi-
ple control variables. Section 4 discusses certain qualifications of these results, and tests of
simultaneity.

Have compliance reviews been a useful tool in the affirmative action effort? Many in
pri‘vate business and in advocacy groups argue that compliance reviews generate a lot of paper,
but little real change. To determine the efficacy of compliance reviews I compare changes in
the representation of minorities and females across reviewed and non-reviewed contractor
establishments.

Has affirmative action helped minorities and females move up as well as in? Has it only
helped minority and female employment in low-skill jobs, or alternatively, has it caused a twist
in demand toward high-skilled labor? Section 5 examines these questions of occupational
detail.

What have been the channels of adjustment to affirmative action? Have employers been

most successful in changing hiring, termination or promotion policies? Some would argue that
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at'ﬁrrﬁatin action has czi;.xsed excessive churning in labor markets, with few permanent employ-
ment gﬁins for members of protected groups. In Section 6 I examine previously unavailable
data on turnover at more than 2000 establishments. I develop flow/stock models of employ-
~ ment .changt;. to judge the consistency of this new independently derived turnover data with
observed stoék change data. Using this stock/flow model I also show that affirmative action
may be successful in increasing the shares of minorities and females in hires in the contractor
sector, anci decreasing their shares in terminations, withoul producing hny corresponding

increase in the growth rate of their employment in the contractor sector. The final section

presents the conclusions of this research.

Section 1: Background

The male share of employment has falien steadily since 1960 as females have flooded into
the labor force, as Table 4.1 shows. In 1974, .389 of the employed were female. By 1980 this
had increased by 7.2% to .417. While the proportion of non-white males in total employment
remained stable over this same period at .060, their proportion among males rose by 5%, from
.098 to .103. On their face, these growth rates in representation are not strikingly higher after
1970 than before. At the same time, both females and non-white males share of unemploy-
ment has been growing, along with their employment shares. The period between 1974 and
1980 witnessed growth in females’ share of employment, ind in non-white males share of male
employment. What part has affirmative action played in these increases?

If affirmative action is efTective, I expect the rate of change of protected groups’ employ-
ment share t0 be higher in contractor establishments than in non-contractor establishments,
ceterus paribus. Since affirmative action goals are similar within industry within region, I also
expect the variance of empioyment share to fall more and remain lower at contractor firms,
controlling for industry and region, or controlling only for industry in professional occupations

with national labor pools. In the long run, I expect the levels of the empioyment shares of pro-
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tected groups to be higher in contractor firms, congrolling for industry and region. Industry
and fegion, which determine skill requirements and local labor supply, are not controlled for in
the 'fqllo'wing cross-tabulations. The crucial tests are those on changes in levels of employment
.- shares which_diﬂ'erence out unchanging variables. Since stocks are only susceptible to policy
through changes in flows, I expect the flows, or in other words the change in stocks to be a
more sensitive indicator of the impact of policy. This specification is also more resistant to
s,imultam-:ity problems. For example, one might argue that an lobserved correlation be‘zwcen
contractor status and an increase in black’s share of employment reflects simultaneity bias
rather than the impact of policy on employment, because only firms whose tastes or skill
requirements allowed them to inqrease their employment of blacks became contractors, or
because contractor firms were located in areas where black relative labor supply was exo-
genously increasing. In the multivariate models, I do control for industry and region. It is
worth recalling that the Heckman-Wolpin estimates imply that individually the level or growth
of black male employment share had an insignificant effect on the probability of being a federal
contractor, and that establishments with high or growing female or non-black minority employ-
ment shares were actually less likely to be contractors, though insignificantly so.! I shall present
in Section 4 empirical evidence calling into question the practical importance of simultaneity of
the sort just mentioned. |

It should also be noted that 1974 is an early year in the history of affirmative action, espe-
cially for female_s. While affirmative aciion became effective in 19685, the provisions pertaining
to ferﬂales were a later addition, first enforced about 1974. For both non-whites and females,

the adjustment process was by no means over by 1974.
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Section 2: Cross-tabulations

Table 4.2 shows that between 1974 and 1980 the increases in employment share of blacks
and females were both significantly greater in contractor establishments than in non-contractor
_ establishments. T-tests ih Table 4.2 reject the equality of changes in means in all cases except
non-black minorities, which are the smallest group. There is no striking evidence in the
changes in variances in representation éver time, but tﬁe variance in the contractor sector is
always significantly less than in the non-contractor sector. Contractor establishments start with
proportionately more non-white males but fewer females in 1974, which in itself casts doubt on
the simultaneity argument for females. The most compelling evidence of the impact of
affirmative action in Table 4.2 is the significantly greater increases in female and black male
employment shares in contractor firms.

I pointed out above that the interpretation of tests of affirmative action would be less
straightforward if sﬁale effects were large in the contractor sector. We see in Table 4.2 that
there is only a small difference in the growth rates of contractor and non-contractor firms; both
are growing at between 2 to 3 percent per year, so differences in scale effects across sectors are
likely to be negligible. On net in these establishments members of protected groups are, in
part, being substituted for white males over time. This also suggests that contractor firms are
not growing fat on government largesse, allowing them to expand total employment to take on
relatively unproductive minorities and females. This is consistent with evidence to be
presented in Chapter S that the productivity of members of protected groups relative to that of
white males did not fall as their relative employment share increased.

Table 4.2 tells us that affirmative action has been effective at the average establishment.
To draw inferences about the average employee, or the likely wage effect, we must weight by
establishment size. These weighted results, in Table 4.3, in general show less of a difference
between sectors, suggesting by comparison with Table 4.2 that affirmative action has been more
effective at smaller establishments. Note also that the weighted black share among contractors

is much greater than the unweighted share: blacks are heavily represented at large contractors.
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_of non-whites was 24% grecter at reviewed contractors than a; non-reviewed contractors in
1974, before review. This helps explain why we previously observed no decline in the variance
of representation among contractors. If one thought of the growth of non-white representation
as following a logistic growth curve, then squeezing further gains from establishments in the

.upper tail of the distribution would be difficult.? If reviewed contractors start out above the
mean in protected group employment, compliance reviews that prompt them to increase their
employment of minorities further may actually increase the variance in representation in the
contractor sector. Compliance reviews, targetted at the wrong end of the minority representa-
tion distribution, appear in th;se basic cross-tabulations not to have been an effective tool in
promoting protected group employment. In the next section, using a more. stringent set of con-
wols, we shall see that on the question of review effectiveness, this simple cross-tabulation can
be misleading.

Establishments that were reviewed expanded in size, though not significantly more than
the non-reviewed. Since the reviewed establishments were relatively non-white intensive, the
likely scale effect would work against an increase in non-white employment share among the
reviewed.

It is also interesting to note that.comractor establishments that were reviewed at all
underwent an average of 1.8 reviews between 1975 and 1979 inclusive, and that these reviewed
contractors were more likely to maintaiq contractor status than were the non-reviewed contrac-
tors. Only 3.4 percent of the reviewed contractors were no longer contractors by 1980. Ia con-
trast, 11.8% of the non-reviewed contractors ceased being contractors. While not controlling
for other variables, this comparison does not in itself suggest that the compliance review pro-
cess is so burdensome as to lead firms to eschew federal contracts.

The observed impact of compliance reviews should be interpreted in view of a piausible
simultaneity argument: the OFCCP tends to review those éstablishmems with the lowest growth
rates of female and minority employment. This is indeed among the things the OFCCP claims

to do. If so, this simultaneity would bias against finding a higher growth rate for female or



minority representation among reviewed establishments.
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Section 3: Multivariate Linear and Log-Odds Models

How robust are these results? Do cbmpiiance reviews and contractor status have the
same impact if cther variables are controlled for? For example, the size of the establishment
-.could be a crucial variable. Large plants might tend to be good corporate citizens, or they may
be more likely to have formalized and rationalized personnel systems. Or simply by being large
they may escape the familial or tribal tendencies of smell workforces. For any of these reasons,
one might expect larger firms to have better affirmative action records. At the same time, one
might expect contractor status to be positively correlated with establishment size. In this case.
the previous finding in cross-tabulations of a positive relationship between contractor status and
growth rates of female and minority employment share might be spurious: it might be picking
up the correlation between protected group share and the omitted establishment size. Similar
arguments of a more tenuous nature may be made about inddstry and region.

In this section I present the results of linear probability and log-odds equations that
correct for ;.stablishmem size, growth rate, corporate structure, percent non-clerical white-
collar, industry, region, and initial period demographics. The sample means of these control
variabies, and the abbreviations by which they shall be referred in the following tables, are indi-
cated in Table 4.5.

The results from linear probability models in Table 4.6 show that blacks’ share of employ-
ment at contractor establishments grew significantly more than at non-contractor establish-
ments. In 1980, black males’ employment share was significantly .2 percentage points higher in
establishments that were contractors in 1974. This is an increase of 2.7 percent of biack maies’
initial 1974 employment share of 7.3 percent, after six years under affirmative action. For black
females, contractor status was associated with a significant .15 percentage point increase in
employment share, or 3.9 percent df their initial 3.8 percent share of employment. Contractor
establishments did .not increase their employment of other minorities or females significantly
faster than non-contractors. White females and non-black minority males actually did

significantly worse at contractor establishments, while white males were not significantly
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affected. This suggests that the advances made by blacks in the contractor sector have come
not at the expense of white maies, but of other minorities and females. On this evidence,
affirmative action for blacks appears to be working better than affirmative action for femaies.
This does not mean that female employment is not improving in the contractor sector, but
rather that it is improving even faster among non-contractors. As we shall see, this resuit for
fernales is sensitive to functional form, and is overturned in a log-odds specification shown at
the end-of this section.

The impact of affirmative action grows over time. The coefficient on P74, the lagged
dependent variable in Table 4.6 is always between .82 and .92, suggesting long run effects five
to twelve times greater than the estimated short run effects. There is some reason to believe
these long run effects may be oversiated, and the short-run effects understated. While my 2
years of data do not allow a test of serial correlation, Heckman and Wolpin report significant
evidence of positive 4seri‘al correlation of errors on the order of .9 in a similar data set. Such
positive serial correlation will bias the coefficient on the lagged dependent upwards, overstating
the lags in adjustment. In the case of black males, this will in turn bias downwards the short
run impact of contractor status, since the respective coefficients are negatively correlated.

The linear probability equations in Table 4.6 also measure the impact of compliance
reviews, conditional on contractor status. Compliance reviews contributed to a significant .26
percentage point increase in black female empioyment share, and significantly retarded the
growth in white male and white female representation, but had an insignificant positive impact
on minority males. Judging by the significant relative decline in white males’ employment
share at reviewed establishments, compliance reviews have been effective in promoting blacks
and minority males, thou;h at the same time they appear to have reduced white females’ share
of employment.

Controlling for whether or not the establishment was part of a multi-establishment cor-
poration — corporate status— reduces the difference between contractor and non-contractor

establishments. Establishments that were pert of larger corporations had significantly larger



ke ST tne . et o A A TR T G e e i e T AN Y A 0 ik S SR 1 WS MANT, T EAT LS T e BT Bt B et T F el e ST P SN BEY G2 B T AP T 2 Nl TS A R T

' 82

increases in female and black male employment. Estwablishment size itself works ir the opposite
direction, black males experienced significantly slower growth in representation at larger estab-
lishments. Establishments that are growing and so have many job openings showed significant
increases in minority and female representation. White females, but not other groups, experi-
enced significantly and substantially greater employment growth at establishments that were
whife-collar intensive.

To determine the within industry, within region impact of affirmative action all of the
equations in Table 4.6 include 27 industry dummy variables and 4 region dummy variables.
The omitted groups were the retail trade sector and New England. Some of these variables had
significant and large effects. Controlling for white male employment share in 1974 and other
variables, establishments in the South employed 2.5 percentage points fewer white males in
19'80. while those in the West employed 4.7 percentage points fewer. For white females the
respective numbers are both 2.3. The South employed about 1.5 percentage points more
blacks. Note again, that since these regressions control for the establishment’s initial demo-
graphic position, these estimates imply that black employment is growing faster in the South,
and that racial discrimination is not obviously worse there. We shall take a closer look at these

~ regional differences later.

There is also significant variation in the growth of minority and female representation
across industries. White males’ employment share, 2 summary measure, is significantly three’
or more percentage points higher in mining, construction, lumber, paper, stone, clay and glass,

primary and fabricated metals, non-electrical machinery, transportation equipment, transporta-

‘ ' tion, and public utilities. As we shall see in Chapter 7, many of these industries with
significantly higher levels of white male representation aiso have low incidences of compliance
reviews, although the evidence of spillover here is not conciusive. Black males’ share is
significantly 2.6 percentage points higher in the tobacco industry, which is concentrated in
heavily black Southern states. It is significantly lower by .5 percentage points or more in

apparel, non-electrical machinery, and miscellaneous manufacturing. White females employ-
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initial minority or female representation. There are few recurrent patterns. The data give no
clear answer to the question of how the impact of contractor status varies by the
establishment’s initial employment of minorities and females. For black males, the contractor
and review variabl.es have significantly greater effects the larger the initial employment share,
suggesting a tipping effect. For black females, and non-black minority males the same holds
true for reviews, but the opposite for contractor status. For minority men and black women
then, compliance reviews have a greater impact at establishments with relatively good initial
positibns.

The imerac.tions with size u:e not generally significant. Contractor establishments that are

growing showed significantly slower growth in female and black male representation, but faster

growth in non-black male representation.

Log-Odds Equations

The linear probability equations estimated above have well known drawbacks. This sec-
tion presents log-odds equations that .for the most part greatly strengthen the previous results.
As throughout this study, functional form makes a great difference.

Table 4.9 presents the primary log-odds results. These equations are estimated over the
same sample and with the same independent variables as Table 4.6. While the linear probabil-
ity results showed a divergent impact of affirmative action across protected groups, a far more
consistent pattern emerges in the log-odds specification. Establishments that were con&actors
in 1974 significantly increased the employment share of black males, other males, white
females and black females. Accordix;g to Table 4.9, compliance reviews also played a significant
role in advancing black males, white females and black females, and in retarding the empioy-
ment of non-black males.

Table 4.9 also indicates that minorities and females experienced significantly greater
increases in representation in establishments that were growing. For every percentage point
increase in the growth rate of establishment employment, white males’ employment share drops

by about half a percentage point, suggesting that members of protected groups dominate the net
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incoming flows. Establishment size has 'ox.:ly a small impact, but establishments that are not
part of multi-plant corporations have significantly lower growth rates of employinent for
members of protected groups. Corporate size matiers rather than establishment size, with
larger corporations showing greater increaSes in minority and female employment. Except for
black males, members of protected groups also do far better at establishments that are non-
clerical white-collar intensive.

The estimate in equation 2 is that black males’ share of employment increased .82 percen-
tage points more in contractor establishments, not 'couming the direct effect of reviews. Since
6.8 percent of all contractor establishments accounting for 17.4 percent of all contractor
employment were reviewed in subsequent years, the additional impact of compliance reviews is
10 increase black males share by .174 times 1.03, or .18 percentage points. The total impact of
the contract compliance program is then to raise black males’ share by one percentage point in
the contractor sector over the six years between 1974 and 1980. Dividing by six, yields a rough
annual impact of .17. This is about the geometric mean of previous estimates: a fourth of
Heckman-Wolpin's estimated .7 percentage point annual impact, but four times greater than
Goldstein-Smith's .036. This shift over six years is not small. It is equivalent to 14 percent of
black males’ initial weighted employment share in the contractor sector, not an insubstantial
demand shift.

These demand shifts, the central results of Table 4.9, are summarized in Table 4.10. With
the exception of the residual and smallest group, non-black minority females, members of pro-
tected groups have enjoyed improved employmen't opportunities at contractor establishments.
In particular this also holds true for white females in this log-odds speciﬁcétion, although the
effect is of marginal significance. In row 2, compliance rev.iem appear to have been an
effective too!l in changing employment patterns. The impact of compliance reviews is greater
than the impact of simply being a federal contractor in every case except non-black minority
males.

The evidence here is that a process that has been frequently criticized as largely an exer-
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