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cise in paper-pushin1 has actually been of material imponance in promptin1 companies to 

increase their employment of minorities and females. The combined impact of bein& a contrac· 

tor •. and . of underaoin1 a review as in the case 17 .4 percent of all contractor employment, is 

presented in row 3. Row S displays the relative extent of these contract compliance induced 

demand shifts by expressin1 them as a proportion of initial 1974 employment shares in the con· 

tractor sector. The shift is laraest for blacks: fourteen percent for bl.ack males, and eleven per· 

cent for black females. The proportionate shifts for white females and for non-black minority 

males are not as lar1e: two and five percent respectively. 

To derive an estimate of the effect of affirmative action on market demands, I assume 

that affirmative action has not directly altered labor demand schedules in the non-contractor 

sector. I also maintain the assumptions that the demand elasticities are equal in both sectors, 

and the supply curve identical, so that the differential between employment shifts in the con· 

tractor and non-contractor sectors can be identified as a demand shift. Since 68.6 percent of 

employment in the sample is in contractor establishments, the market demand shift in row 6 is 

taken to be .686 times the shift in the contractor sector. In other words, the market shift is 

simply the wei&hted avera&e of sectoral shifts. Because many small employers who are not con· 

tractors are not included in the sample, this may overestimate the shift in the economy as a 

whole. 

The impact of establishments which change contractor status is explored in Table 4.11, 

which replicates Table 4. 7 in a 101-odds specification. In the case of black males, the 

coefficients line up in the expected order of ma&nitude. Black males experienced the 1reates1 

employment aains at establishments that remained contractors, followed in order by establish· 

ments that left contractor status, those that bacame contractors, and finally, those that never 

were contractors. For all protected 1roups, employment gains, if any, were smaller at establish· 

ments that were not contractors in 1974 a~d 1980 than in establishments that were contractors 

in either or both years. Except for white females, establishments which left contractor status 

demonstrate better employment records for members of protected 1roups than do establish· 
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melits that just became contractors. This is consistent with state dependence, the inertia of 

employment stocks. Except for black males, the impact of aftirmative action actually appears to 

have been sreater at establishments that ceased beins contractors than at those that remained 

contractors.' If some establishments found the cost of complyin& with affirmative action exorbi­

tant, one mi&ht well expect them to sivc up bein& contractors before incunin& the cost. In this 

sense, the pattern observed in these cases is anomolous. Similarly, it is not obvious why new 

entrants should have better records of cmployin& white females and of not employin& white 

males than contractors of long-standina. If these establishments arc becoming contractors 

because they find it easy to comply with affirmative action, as one self-selection argument goes, 

why didn't they choose to reap the benefits of being a federal contractor six years sooner? 

Before leavin& Table 4.11, note that while the status change variables are usually individually 

si&nificant, they do not aenerally contribute to a si&nificant reduction in the standard error of 

the estimate. 

Weiahted Loa-odds Equations 

There are econometric arguments that while the unwei&hted log•odds result presented so 

far are unbiased, they are not fully efficient, if the data is thouaht of as coming from arouped 

observations. If each establishment is considered a random sample, then the information on 

sample proportions in the larger establishments is more precise, and a regression that utilizes 

this information on heteroskcdasticity is more efficient. Since our estimates should be unbiased 

in either case, wei&htins should not arcatly chanae them. That it does in some cases, as can· be 

seen by comparin& the weishted 101-odds equations in Tables 4.12 with the unweighted Table 

4.9, su&&csts that the impact of affirmative action depends in a non-linear fashion on establish· 

ment size, or less likely, initial demographics. The weighted regressions weisht by the square 

root of npq, contain no intercept, and enter the square root of npq as an independent variable. 

Since the contract compliance program appears to be less cff ective in the weighted regressions. 

it is likely that contractor and review effects arc relatively smaller in large establishments with 

high minority and female representation . 
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The wei&hted loa·odds equations in Table 4.12 are summarized in Tablt· 4.13, which is 
.. 

consistent with other specifications in showina that the demand for black males has increased in 

the· conuac~or sector. There is also evidence here that compliance reviews have significantly 

· · increased the employment of female and male blacks, and of non-black minority males. How-

ever, conuactor status appears io have had a perverse effect on other JJ'Oups, helping white 

males and~ hinderin& non-black minority males and white and black females. although black 

females' share of female employment has increased. These particular estimates point to a con· 

tract compliance proaram that appears to have enjoyed greater success in promoting the 

employment of black males than that of members of other protected groups, and may even 

have hindered the employment of other such aroups.. While in some eases protected group 

employment may not have increased as fast in the contractor sector as outside, it is worth keep-

in& in mind that the employment of minorities and females has been increasing in both sectors. 

Indeed. if the OFCCP pressured establishments to hire more females and minorities compared 

to their own past record rather than compared to industry and region averages, the observed 

pattern is just what we would expect to see during a period when female labor supply had been 

srowin&. Females' share would increase at all establishments due to the supply shift, and con· 

trac_tor establishments would be under little pressure to employ more females than non· 

conuactors. The relatively shoner history of affirmative action for females, as well as the 

demographic: composition of the bureacracies that enforce affirmative action, may also help 

explain the differential impact of affirmative action across protected aroups. 

Are things any different in the South? Table 4.14 presents a set of weighted log-odds 

equations estimated separately on the sample of establishments located in the Southern states. 

For black males, F·tests accept the identity of contractor effects, but reject the identity of 

Southern and national review effects. Compliance reviews have an insignificant impact on black 

males in the South, in contrast to what is observed nationwide. For black females. contractor 

status has a significantly more negative impact in the South than nationwide, while reviews 

have a areater positive impact. Finally, for non-black minority males, contractor status is 
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si&nificantly more posilive and review status si&nificantly more ne1ative in the South than in 

the nation. 

The linear probability and loa·odds equations presented in this section control for estab-

lishment size, arowth nte, industry, and reaion and other variables. The results from these 

stricter controls show the robustness of the previous cross-tabulation results for black males. 

While the impact on other protected aroups is less clear, and in some cases negative, Executive 

Order 11246 has led to significant employment pins for black males. 

\ . 
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Section 4: Illusions and QuallAcadons 

This chapter and the last · fundamentally concern questions of measurement. More than 

once we have seen that whether one ends up holdina a diamond or dust depends upon how one 

slices the rock. This section will first focus on an example of the difference made by an inno· 

cuous looking chanae in approach. The moral of this analysis is that the weighting of observa· 
• 

tions implicit in .the specification of the rearession equation plays a crucial role in our tests. 

The second part of this section will present evidence on the question of simultaneity bias in our 

results. 

First, ask whether our results so far imply that the contractor sector's share of all _ 

employed black males has increased. In other words, since our previous results tell us that, 

ceterus paribus, contractors increase black male representation faster, can we infer that a grow-

ing proportion of black males are employed in the contractor sector? 

Consider the elemental Table 4.15, which shows absolute employment levels. In contrast 

to previous cross-tabulations that showed the mean of ratios, Table 4.15 shows the ratio of 

means. These absolute employment levels shows that .74 of all black males were employed in 

the contractor sector in 1974, but that this fell slightly to . 72 in 1980. This can be easily recon-

ciled with our previous result by noting that the non-contractor establishments arew much more 

than the contractors. They absorbed more black males as they arew, and from our previous ., 

results we know that arowing establishments increase their employment of minorities and 

females more quickly. The ratio of black males to total males arows at only a slightly greater 

rate in the contractor sector because the rate in the non-contractor sector is bolstered by arowth 

in total employment, which is not controlled for in these simple cross-tabulations. While the 

ratio of black males to total males is lower in the contractor sector, the ratio of black males to 

total employees is hiaher. This is because the ratio of all males to total employment is much 

higher in the contractor sector than among non-contractors. This fact will play a crucial roie in 

a moment. 

Recall from Table 4.6 that contractor status increased black males' share of total employ-
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ment by .20 percenta1e points and decreased white males' by .02 percenta1e points. Can we 

inf er · from this that black males share of male employment increased? The answer will depend 

on bow we ~eight. To clarify the issues here, some simple mathematics ~ill help. 

Let 

w, -absolute number of white males 

.B; - absolute number of black males 

. ,'J; - absolute number of males - W,+B1 

Ni - absolute number or employees 

A - absolute number of establishments 

pB - B;/N1 I 

P,w - W;/N1 

Qi' - B/M; 

Q;w - W/M; 

Ri - M;/N1 

Now 

(1) 

or equivalently: 

- .A 
,.c•P-LQ1Ri (2) 

In my analysis, the number of establishments is fixed. so totally differentiating yields: 

(3) 

So dP • RdQ if dR; • 0 for all i, and if R1 - R ior all i. dP will be 1rea:er than RaQ if: 

( 1 ) R, and dQ; are positively correlated or, 

This second condition states that di'> RaQ if the proportion male is 1rowing, and will 

move both black and white ratios in the same direction and so is uninteresting. The key is the 
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first condition. If the male proponion of total employment is positively correlated with 

increases in black males' share of male employment, then di>'> RdQ1 and di> w < RdQ w. 

The empirical results in Table 4.6 showed that dP1/ dC • .2 and dPw/ dC - - .02, 

where dC refers to the panial derivative with respect to contractor statw. But we lcnow from 

Table 4.15 that the males' share of employment, R, is much 1reater among contractors than 

non-contractors. So we expect that the difference between contractors and non-contractors will 

be more strikina in comparisons of shares of total employment than in shares of male employ-

ment. 

In fact, this is jwt what we observe in Table 4.16, where employment shares within sex 

are estimated. Briefly put, the evidence in Table 4.16 suagests that at the average contractor 

establishment, black· females' share of female employment has sianificantly increased, but black 

males' share of male employment has insignificantly changed. But we know from Table 4.6 

that black males', as well as black females', share of total employment has increased more in 

the contractor sector. In effect, there is an important interaction term missina from Table 4.16. 

For tables 4.6 and 4.16 to be consistent it mwt be the case that the contr3ct compliance pro-

aram is panicularly effective at establishments that are male intensive. In effect, Table 4.6 

weiahts Table 4.16 by R, the proportion male. Since Table 4.16 does not account for this 

imponant interaction, it understates the impact of the contract compliance proaram on black 

males, and overstates its impact on black females. 

The missina interaction term comes into pLty just as predicted in Table 4.17. The contract 

compliance program is far more eft'ective at establishments that are male intensive. The 

interaction of 1974 contractor status with 1974 percent male is strong and sianificant in Table 

4.17. The impact of the contract compliance program is summarized in Table 4.18, which 

evaluates the effect at the mean percent male, or female, as appropriate. The total impact of 

the contract compliance program is to increase black males' share of male employment by .17 

percentage points, at the expense of other non-black minority males. A similar pattern occurs 

amon1 females. While wh.ite females' share remains Jaraely unchanaed, black females' share 
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increas~ by .49 percentaae points, aaain at the expense of non-black minority females. Similar 

results are obtained in rearessions usin& absolute levels of employment rather than proportions. 

Taken toaether with the results of the previous section, these results consistently point toward 

an affirmative action policy that has been effective in increasin& the employment of blacks, 

though not other minorities, amona federal contractors. 

Simultaneity 

It is not implausible to suppose that those establishments that found it most costly to 

increase black employment would avoid being federal contractors. Some of the findings in this 

chapter mi&ht be qualified if there were evidence of such simultaneity: if establishments with 

more blacks, or a hi&her growth of black employment, were more likely to be contractors. I 

test this proposition in Table 4.19 in logit estimates of the probability of being a contractor in 

1980 as a function of 1974 demoaraphics, the change in demoaraphics between 1974 and 1980, 

and establishment size, irowth rate, corporate status, industry and reaion. There is little evi­

dence here to support the proposition that establishments with a high or growing level of 

minority or female employment are more likely to be contractors. This leads one to speculate 

that perhaps the costs of affirmative action are not 1reat on average, or that they are balanced 

by lump-sum transfers from the 1ovemment in a contracting process that does not tum on 

price alone. 

The evidence in Table 4.19 suagests that the establishments that were more likely to be 

contractors in 1980 were actually those with the area test proportion of white males and the least 

proportion of minorities and females in 1974, just the opposite of what one simultaneity arau­

ment would suagest. Similar results are found when contractor status in 1974 is controlled for 

in linear probability equations. These effects are sianificant, with the exception of black males, 

who have no sianificant impact one way or the other on contractor status at the .OS confidence 

level. Since the share variables must sum to one, the smallest aroup, non-black minority 

females, is omitted. Controllin& for initial period demoaraphics, Table 4.19 also suggests that 

establishments with the areatest increases in minority or female employment share were not 
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sisnificantJy more likely to be contractors in 1980. However, one would have expected some of 

these coefficients to be positive, and the coefficient on white males is also nesative. While it is 

possible to interpret these estimates to say that conditional on 1974 demo1raphics, establish-

ments in which white male employment share increased at the expense of black males were 

sliihtly more likely to be contractors, this small effect is statistically insisnificant. In general, 

there is no si&nificant evidence here that establishments with a larse or &rowins proportion of 

minority or female employees are more likely to be contractors. 
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Section!: Occupational Detail 

So rar we· have concentrated on measurin& the aains in minority and female shares of total 

employment due to the contract compliance proaram. One's judacment of the program might 

well depend on the distribution of these aains across occupations. The challenge of affirmative 

action has been not only to increase minority and female representation, but to increase that 

representation in the more hi&hlY skilled and remunerative occupations. Have minorities and 

women moved up as well as moved in? 

Tables 4.20 to 4.30 present detailed linear regression equations of the impact of contractor 

and review status on minority and female shares of employment in each of nine occupations 

and two trainin& programs, controllin& for establishment size, growth, corporate structure, 

industry, region, and lagged employment share. In Table 4.31 the distribution of minorities 

and females across occupations is summarized with an index of occupational status. This index 

weights the proportion of members of a aiven demoaraphic aroup in an occupation by the 1969 

mean earnings by occupation of full-year employed males from the 1970 Census of Population. 

If the within occupation variance of wages is small then changes in the occupational index 

should explain a good deal of overall wage changes. In the equations for occupational index, 

employment arowth by demographic aroup is also controlled for. As expected. the higher the 

employment arowth, the lower the rate of occupational advance since many new entrants arc at 

the bottom or occupational ladders. 

The key results from this mass of information are condensed in a set or summary tables 

by demographic aroup, Tables 4.32 to 4.35. In these tables the coefficients on contractor and 

review status are expressed as a percent of initial 1974 employment share. The evidence is 

most striking in the case or black males in Table 4.32. In every occupation except laborers, 

black males' share of employment has increased significantly faster in contractor than in non· 

contractor establishments. This is true whether we consider the proportionate change in black 

males' share of total employment, or the propnionatc chanae in the ratio of black male to white 

male share. The proportionate change in black male employment share due to contractor status 
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is 1reatest amon1 professionals, technicians, and blue-collar trainees: .38, .22, and .24 respec· 

tively. · 

The marainal impact of a compliance review, conditional on contractor status is also 

shown. The relative importance or bein& a contractor and or bein& a reviewed contractor is 

mixed across occupations, but in every case, except blue-collar trainees. reviewed establish· 

ments have increased black males' employment share more than non-reviewed contractors. 

This effect is laraest and most si1nificant in the technical and clerical occupations: .31 and .44 

respectively. 

The total impact of the contract compliance program, the weighted sum of contractor and 

review effects, shows some evidence of a twist in demand toward more highly skilled black 

males. The contract co_mpliance program has not reduced the demand for black males in low 

skilled occupations. It has raised the demand for black males more in the highly skilled profes· 

sional and technical occupations and in white-collar clerical jobs than in the blue-collar opera· 

tive and laborer occupations. While this may help explain why hi&hly skilled black males have 

been better off than their less skilled brethren, it does not help explain why low skilled black 

males should be havin& areater difficulty over the years in finding and holdin1 jobs. 

The advance of black males under ~tive action also shows up in net occupational 

UP1radin1 in Table 4.31. The coefficents of interest here, on contractor and review status, do 

not change significantly when the equations for black and white males are reestimated on a 

larger sample or 41660 establishments with just the restrictions that black male and white male 

employment be positive. In Table 4.31, black males' occupational index increases 2 percent 

more in contractor establishments and an additional 1 percent in reviewed establishments. 

Relative to white males, black males' occupational index has increased I percent during six 

years of affirmative action. Remember that this does not include within occupation promotions, 

which the next section shall show are substantial within such broadly defined occupations. It 

also refers to the changing net position of black males at the average establishment. not to the 

average career transition of the average black male. In particular. since our unit of observation 
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is the establishment, no individual black male need move to a hiaher occupation for the index 

at the averaae contractor establishment to increase, if many hiahly skilled blacks mi1rate into 

the contractor sector. Of course, it is very unlikely that all of the increase in the occupational 

index is due to such cross-sector miaration. 

Between 1974 and 1980, the ratio of black mate to white male mean employment income 

for full-time, full-year workers increased by 2.3 percent, from .684 to . 700.3 Since roughly 69 

percent of all employment is in contractor establishments, our results imply that about thirty 

percent of the increase in the relative e~onomic position of black males may be due to occupa­

tional advance induced by affirmative action. While this does not include the effect of promo­

tion within the broad occupational cateaories used here, it is still likely to be an overestimate 

because part of the increase in the relative occupational index is probably due to the movement 

of skilled blacks into the contractor sector, rather than to the advance of blacks within the sec­

tor. 

Affirmative action has also helped non-black minority males, althouah to a lesser extent. 

Table 4.33 shows evidence of a twist in demand toward Hispanic, Asian, and American Indian 

males in white-collar occupations, particularly in sales and clerical positions, and si1nificantly 

away from this aroup in operative and laborer positions. Compliance reviews have had a strong 

and si&nificant additional impact iii the professional and clerical occupations. The total impact 

of the contract compliance proaram on non-black minority males is positive in the white-collar 

occupations and in trainina proarams. This impact is stronaest in the sales and clerical occupa­

tions. It is neaative in blue-collar occupations, with the exception of service workers. Relative 

to white males, affirmative action has increased the occupational status of non-black minority 

males by 2 percent 

The evidence in Table 4.34 suggests that the contract compliance proaram has had a 

mixed, but aenerally negative impact on white females. With the exceptions of officials and 

managers. operatives, laborers, and white-collar trainees. contractor sutus is associated with a 

si&nificant decline in white females employment share. Where compliance reviews have a 
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si&nificant impact, this too is neptive. While both contracts and reviews produce a si1nificant 

one percent increase in white females' occupational status, this positive impact disappears when 

chan1es in white females' occupational status are compared to the rel~tively areater 1ains of 

white males. 

Black females in contractor establishments have increased their employment share in all 

occupations except the crafts, u seen in Table 4.35. This increase has been suon1est among 

otfu:ials and manaaers, sales wor~ers, clericals, laborers, and white-collar trainees. Where com· 

pliance reviews have had a significant impact, they have increased black female employment 

share. The positive impact of the contract compliance program is even more marked when the 

position of black females is compared with that of white females. Overall, black females' index 

of occupational status has increased 1 percent relative to that of white females under affirmative 

action. With the same qualifications as in the male case, this net movement across broad occu­

pations may account for twenty percent of the 3.2 percent increase from .917 in 1974 to .946 in 

1980 in the ratio of black female to white female earnings observed in Bureau of the Census 

data.• 

The conclusion drawn from this detailed analysis of employment by occupation is that 

with the puzzlin& exception of white females, affirmative action appears to have contributed to 

the occupational advance of members of protected aroups. In particular, for non-white males 

affirmative action has increased demand relatively more in the more highly skilled occupations. 

The finding here that atfumative action has helped move minorities up as well as in stands in 

contrast to some past studies of the early years of affirmative action which found no significant 

evidence of occupational upgradin1. 
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Sectlo_n 6: Turnover: Cburnlna or Stable Employment 

We have seen that aftirmative action has been successful in increasina the employment 

share of some protected 1roups, and that complianee reviews have played a "i&nificant role in 

this process. Our evaluation of this impact depends on its permanence. To take an extreme 

example, if there were one black economics professor earnin& handsome rents by riding circuit 

with the reviewers across universities, we might question whether any lasting reduction in 

discrimination or improvement in the employment of black professors had been achieved. This 

speculative example may not be so far-fetched, given past testimony about black construction 

workers "bicyclin&" from one construction project to another ahead of the reviewers. To what 

extent has the observed improvement in the employment of minorities and females been 

accompanied by a aame of musical chairs, albeit with added ch:iirs? The interpretation of pro· 

tected groups' separation rates relative to white males' will depend on whether the separations 

are quits or fires. If members of protected aroups have disproportionately hi&h voluntary turn· 

over then we might inf er that affirmative action has induced hi&h sortin& costs by cre:iting a 

situation of excess demand, in which there are not enough workers of sufficient quality to meet 

the imposed aoals. An alternative explanation in the case of disproportionate fire rates is th:it 

employers run a revolvin& door policy. Hirin& minorities and femaies for the duration of a 

revie~, then firin& them. .. 

Turnover may also be viewed in a more positive framework. Given the hi&her net arowth 

rates of females and minorities in the contractor sector, throuah what channels has this increase 

been achieved? Have establishments found it most effective to increase protected aroups share 

of hires and promotions or to decrease their share of terminations. 

In Table 4.36, for a sample of 2240 establishments that were reviewed in 1978, I present 

data on turnover by occupation. Those who are unfamiliar with turnover data may be surprised 

at the high turnover rates: 1/3 of .the stock is hired, 1/4 terminated, and 115 promoted annu· 

ally. The rates in this sample are actually very close to Bure3u of Labor Statistics rates for 

manufacturin&. In 1-978, in durable aoods manufacturina the annual new hire rate was .336, 
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while the ·rate of separations less quits WIS .192. In non-durables these rates were .408 and .240 

respectivety.5 In such a Ouid employment situation. there should be many opportunities to 

increase the employment of members of protected 1roups without displacin& sitting white 

males. althouah this will depend on the turnover of positions. not people. 

Are black males overrepresented in turnover? In Table 4.37 we see that in no occupation 

do black males account for a si1I1ificantly laraer . proportion of terminations than of hires. This 

is consistent with the observed net arowth of black male employment share in the EEO panel 

data. At the same time thouah. black males are overrepresented in terminations. Their pro-

portion of terminations is 1re:11er than their proportion of stock in all white-collar occupations, 

except officials and mana1ers. This may be evidence of churnin& in the while-collar occupa-

tions. In the blue-collar occupations. black males' share of terminations is lower than their 

share of hires and their share of stock, indicating a more stable work force relative to non-black 

males. Of course. since turnover is endogeous, this may weU reflect employers' policies as well 

IS employees• behavior. In all occupations except service workers we find evidence of upgrad-

ing: black males are overrepresented in promotions. 

Females exhibit more stable employment patterns than males. Table 4.38 shows that in 

every occupation females share of terminations is lower than their share of stock, suggesting 

that their termination rate is lower thin that of males. 

This interpretation of the evidence suuests that establishments have had more long-

lastin& success in meetin& aftirmative action 1oals for females than for black males. They have 

been more successful in findin& and keepin& qualified females. On the other hand. for black 

males in white-collar occupations. there is some evidence of chumin&. In these occupations • 

black males are overrepresented in terminations. sucgesting that establishments have trouble 

finding and keepin& qualified black males. In li&ht of black males' hi&h share of hires. the 

aftirmative action aoals for black males may be inducing high search costs. However, this 

interpretation is problematical since it does not control for job tenure, which we know is an 

important determinant of terminations. 
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terminations usually are concentrated amona the newly hired. ·It is more appropriate then 

to compare share of terminations with hires rather than with stocks. which leads to a different 

interpretation of the results in Tables 4.37 and 4.38. Think of the new hires as the stock from 

which the terminations come. Now in every occupation black males' share of terminations is 

less than or about -equal to their share of hires. In this li&hl, black males experience relatively 

stable employent, and there is no sianificant evidence of churning. The same finding of stabil-

ity holds true of females, except in the craft occupations, where critics have claimed the aoals 
. . 

set by affirmative action are too hi&h. Under this plausible interpretation, the evidence in 

Tables 4.37 and 4.38 that both females and black males at reviewed contractor establishments 

have low termination rates relative to other workers implies that their employment gains won 

under affirmative action arc not short-lived. 

Havin& previously found that the demand for black males increased in the contractor sec-

tor it is natural to infer that this would tend to drive their relative waac up, absent an excess or 

an infinitely elastic supply of black males. While black unemployment rates are very high. this 

is much less the case amon& the skilled, where affirmative action has increased demand the 

most. Even here, some mi&ht argue that the increased demand for black males could be met 

out of natural turnover, so waaes need not rise to attract new workers. But this line of reason-

in& ianores the endogeneity of turnover, and has the same economic content as the statement 

that since the number of oranaes bou&ht is identical to the number sold. there is no reason for 

the price of oranaes to cha~ge. To fully explain turnover by framin& it as an endogeous vari­

able within a full model is well beyond the scope of the present work, and has not been our 

purpose here. This work has shown in a sample of reviewed contractor establishments that 

females and black males share of new hir~s is typically areater than their share of terminations . 

The evidence here is that establishments do not run a revolving door policy when it comes to 

compliance reviews. 
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Comparison of Flows and Stocks 

In this section I develop a formal model makin& clear the relationshir between the flows 

and stocks already discussed. I shall develop conditions that must hold for consistent behavior 

among stocks and flows, and point out a paradoxical theoretical condition under which an 

affirmative action proaram that is effective in increasing protected aroups' share of hires appears 

to be ineffective because it does not increase the arowth rate of their share of employment. 

The chanae in stocks is equal to hires less terminations, assumin& no promotions across 

occupations, and assuming that terminations are all severances of the employment relationship. 

In share form this identity is: 

P, - >..P,_1 + aH - bT (4) 

where 

P, - Blacks' share of stock in ye:ir L 

H - Blacks' share of hires. 

T - Blacks' share of terminations. 

a - The ratio or total hires to total end of year stock. 

b - The ratio or total terminations to total end of year stock. 

>.. - 1-a+b 

First I shall show that the observed turnover data from establishments reviewed in 1978 is 

consistent with the observed chanae in stocks in reviewed establishments between 1974 and 

1980. For example, consider black male craftsmen. In 1-978 their share of hires was .067. of 
.. 
. ';" terminations .052, and of stock .067 (see Table 4.37). From Table 4.36 we know that in 1978 

craft workers had some of the lowest turnover rates of any occupation. a hire rate of .18 and a 

termination rate of .17. Are these flows consistent with the observed changes in stocks? The 

share of craft jobs held by black males rose by .020 from .056 to.075 in non-reviewed firms. but 

by .013 from .048 to .061 in reviewed establishments between 1974 and 1980 in a sub-sample 

of a few thousand establishments. On this basis, and judging from the more stringent tests in 
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Table 4.25, compliance reviews have caused neither hiaher levels nor arowth rates of black 

males' share of craft jobs. Yet from Table 4.37 we know blacks share of hires is 1reater than 

their share of terminations in this occupation, while the hire rate is approximately equal to the 

termination rate. In Chapter 3 we solved the share equation recursively to find: 

(5) 

Substitutina into this equation · takin& 1978 as the stanina date we find after six years that 

4P - .016 and %4P - 33. These are close to the observed chanaes in reviewed firms between 

1974 and 1980~ 4P - .013 and %4P - 27. 

This example . demonstrates that the flow statistics from compliance review reports are 

rou&hlY consistent with the stock statistics from EE0-1 forms. 

Now consider whether the apparent ineffectiveness of compliance reviews on black males' 

share of craft jobs mi&ht be due to relatively low turnover in the reviewed sector. Recall from 

our discussion of the stock/flow model in Chapter 3 that the impact of affirmative action might 

be masked if turnover rates were exoaenously higher in the non-contractor or non-reviewed 

sector. For purposes of illustration assume that in the crafts black males' share of hires 

increases by one percent and their share of terminations decreases by one percent at establish-

ments that undergo review. The chanae in black male employment share in reviewed establish· 

ments would now be identical to that in non-reviewed establishments if turnover were fifteen 

percent hi&her amona the non-reviewed. This illustrates, but only illustrates, that with higher 

turnover rates amona the non-reviewed, or amona the non-contractors, the true impact of 

affirmative action may be understated by lookin& only at protected groups' share of employment 

. .. 
or even chanae in share of employment. 
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Section 7: Conclusion 

Those who have araued about the propriety of affirmative action have not been quibblina 

over a fine point. The federal contract compliance proiram has substantially improved employ-

ment opportunities for black males. The 1rowth rates or blacks share or employment and index 

·or occupational starus are areater in contractor establishments obli&ated to undertake affirmative 

action than in non-contractor establishments with no such obli&ation. Compliance reviews, the 

major enforcement tool or the affirmative action proaram, while poorly taraetted. have contri-

buted significantly to improvina the employment of members or protected aroups. This evi-. 
dence from employment stocks in 1974 and 1980 is corroborated with independent data on 

flows in 1978 from a different source which shows that in aeneral members or protected aroups 

experience more stable employment than white males and accounted for a areater proportion of 

new hires than or current employment in reviewed establishments. This flow data also suggests 

the possibility that since turnover rates may be higher in non-reviewed or non-contractor estab-

lishments, I may understate the impact of affirmative action. 

The scale or the demand shifts due to affirmative action found in this chapter is not small, 

but this can best be appreciated by comparin& them to relative wage changes during the same 

period. Between 1974· and 1980, the black male to white male ratio of the mean earnings of 

full-time, full-year workers increased by 2.3 percent from .684 to .700.6 Can affirmative action 

account for pan or this improvement in relative black male earninp? 

To frame the implicatons or the demand shifts found here for the change in black male 

relative earninis. consider the followin& simple model of the labor market, where all variables 

are in loaarithmic form: 

where 

N° is the logarithm of the demand for black male labor relative to white male labor. 

Ns is the logarithm of relative labor supply. 

(6) 

(7) 
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W is the loprith.m of the ratio of black to white male wases. 

In equilibrium: 

w- !::! 
t+TJ 

The logarithmic derivative of relative wases with respect to a demand shift is then: 

dW 1 ---d'A. t+TJ 
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(8) 

(9) 

One of our smallest estimated relative demand shifts comes from the wei1hted 101-odds 

specification summarized in Table 4.13. Here the percentage change in the relative demand for 

black male to white male workers increased by 3.6 percent in the contractor sector between 

1974 and 1980. Mai~tainin& the assumption that affirmative action bas not directly shifted 

demand curves outside the contractor sector. and assumin& that as in my sample 68.6 percent 

of all employment is in the contractor sector. the implied relative demand shift overall is 2.5 

percent If we assume that the demand and supply elasticities are both equal to one. then 

%41 w- .S %41A.. This implies a 1.25 percent increase in the ratio of black to white male earn-

ings under affirmative action. Since the actual increase was 2.3 percent. this suggests that 

nearly half of the improvement in black relative earnings amona men may be explained by 

affirmative action. Since the actual percentaae increases in the ratio of median earnings. or in 

the mean or median earnings of ~11 workers were all less than 2.3 percent, affirmative action 

may well have played an even areater role. The same would be true to the extent that the etas-

licit)' of relative labor supply were less than one. While it is not implausible to think of the 

elasticity of relative labor demand bein& 1reater than one, in the next chapter I estimate this 

elasticity of substitution of non-white for white male labor to be on the order of of . 7 to 1.1. 

While other factors on both the demand and the supply side of these markets have likely also 

played a role, the increase in the demand for black male labor relative to white induced by 

affirmative action can help account for a significant part of of the increase in the relative earn· 

ings of black males. 7 In sum. this chapter has presented evidence that affirmative action has 

played a major role in improvin& the economic position of black males. 
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Table 4.1: Composition of the Labor Force, Employment. and Out of the Labor 
Force by Race and Sex, 1960-1979 

Civilian 
Year Labor Force Employed Unemployed 0.L.F. 

.. 

Total 1960 69628 65778 3852 47617 
1970 827l5 78627 4088 54280 
1974 91011 85935 5016 57587 

Percent White 1960 .600 .604 .516 .174 
Male 1970 .566 .562 .454 .216 

1974 .544 .SS! .423 .223 
1979 .516 .523 .395 .246 

Percent 1960 .067 .063 .129 .020 
Non-White 1970 .063 .061 .093 .029 
Male 1974 .063 .060 .103 .036 

1979 .063 .060 .111 .043 

Percent Female 1960 .334 .333 .355 .805 
1970 .381 .377 .453 .159 
1974 .394 .389 .474 .741 
1979 .422 .417 .4~4 .711 

Nore: derived from Handbook of Labor Statistics, 1980. 



Table 4.2: Proponion of all Employees 

Demosraphic Contractor 1974 1980 
Line Group Status Number Mean tr Mean tr Mean~ Mean%~ ----

1 Black N 27432 .OS3 .10 .OS9 .10 .006 28 
2 Males y 41258 .OS8 .10 .067 .10 .008 33 
3 (6.0) (9.4) (6.S) (3.6) 

4 Other N .034 .10 .046 .10 .012 52 
s MinoritY y .035 .08 .048 .09 .013 S8 
6 Males (1.6) (2.1) (1.2) (2.1) 

7 White N .448 .27 .413 .26 -.034 -2 
8 Males y .584 .26 .S33 .25 -.047 -4 
9 (66.7) (66.S) (16.4) (2.0) 

' 10 Black N .047 .10 .059 .11 .012 47 
11 Females y .030 .07 .045 .08 .015 77 
12 (24.0) (19.2) (5.7) 00.8} 

13 Other N .024 .08 .036 .08 .012 65 
14 Minority y .016 .OS .028 .06 .012 77 
15 Females (14.8) (13.0) (1.1) (3.2) 

16 White N .394 .27 .400 .26 .006 17 
17 Females y .276 .23 .288 .23 .012 30 
18 (59. 7) (57.8) (7.8) (11.9) 

19 Total N 186 286 209 341 23 17 
20 y 271 728 276 720 s 21 
21 (21.2) (16.2) (10.7) (3.3) 

Note: T-Tests across means in parentheses, on every third line. In every 
case, f ·tests reject equality of variances across contractors and non-contractors, 
t1ith more than 99% confidence. The last column is the mean of percentaae 
changes, not the percentage of change in means. The next to last column is the 
mean of changes, not the change in means. 
N - non-contractor in 1974. 
Y- contractor in 1974 . 

• 
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Table 4.3: Proponion of all Employees Wei&hted by Establishment Size 

Demo1raphic Contractor 1974 1980 
Line Group Status Number Mean Mean MeanA Mean%A 

1 Black Males N 27432 .056 .056 .003 36 
2 y 41258 .073 .074 .004 37 

3 Hispanic, N .033 .042 .009 90 
4 Asian ck Indian y .032 .043 .009 115 

Males 

5 White Males N .395 .362 -.025 .1 
6 y .598 .554 -.036 ~.s 

7 Black Females N .063 .071 .009 74 
8 y .038 .049 .011 173 

9 Hispanic, N .027 .037 .009 122 
10 Asian ck Indian y .015 .024 .008 222 

Females 

11 White Females N .425 .436 .000 16 
12 y .244 .258 .007 33 

Nore: The last column is the mean of percentage changes, not the percentage 
of change in means. The next to last column is the mean of changes, not the 
change in means. 
N - non-contractor in 1974. 
Y - contractor in 1974 . 
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Table .. 4.4: Proportion of all Employees by Review Status 

Demo1raphic Review 1974 1980 . 
Line Group Status Number Mean ~ Mean ~ ~Mean %~Mean 

1 Black N 38650 .057 .10 .066 .10 .009 .16 
2 Males · y 2608 .071 .09 .078 .09 .007 .10 
3 (7.2) (6.3) 

4 Other N .035 .08 .048 .09 .013 .37 
5 Minority y .039 .08 .052 .09 .013 .33 
6 Males (2.S) (2.2) 

7 White N .584 .26 .$37 .25 -.047 -.08 
8 Males y .581 .24 .540 .23 -.047 - .08 
9 (0.7) (0.7) 

10 Black N .030 .07 .044 .08 .014 .47 
11 Females y .042 .08 .057 .09 .015 .36 
12 (8.2) (7.0) 

13 Other N ·.016 .OS .028 .06 .012 .75 
14 Minority y .021 .07 .030 .08 .009 .43 
15 Females (3.7) (1.3) 

16 White N .276 .23 .290 .23 .012 .04 
17 Females y .239 .20 .245 .18 .006 .03 
18 (9.8) (12. l) 

19 Total N 238.8 659.7 242.7 646.l 3.9 .02 
20 y 744.6 1302.3 765.1 1327.1 20.S .03 
21 (1.7) (19.9) 

.. 

N - Not reviewed between 197 S and 1979 inclusive. 
Y - Reviewed between 197 5 and 1979 inclusive. 



Table 4.S: Variable Definitions, Means, and StandaJd Deviations 
. N • 68690 

Variable Standard 
Name Mean Deviation Definition 

C74 .601 .49 • 1 if establishment was part of a 
contractor company in 1974 

STAYC .533 .so • 1 if establishment was part of a 
contractor company in 1974 and in 1980 

LEAVEC .068 .25 • 1 if establishment was part of a 
contractor company in 1974 but not 
in 1980. 

ENTERC .109 .31 • 1 if establishment was part of a 
contractor company in 1980 but not 
in 1974 . 

R .041 • 20 - 1 if establishment completed a 
compliance review between 1974 and 
1980 exclusive. 

SIZE 237 594 Total number of employees in 1974. 

GROWTH .197 1.67 Rate of growth of total employment 
from 1974 to 1980 . 

SINOL£ .183 . 39 - 1 if establishment was not part of 
a multi-establishment comp~ny. 

PWC .381 .31 Proportion of all employees who are 
officials, managers, professionals, 
technicians and sales people. 

ex ... Interactions of C74 multiplied by 
other variables. 

RX ... Interactions of R multiplied by 
other variables. 
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Table 4.6: Linear Probability Equations or the Etfect or Contractor and Review 
Status on Percent Employed by Demo1raphic Group. 
N - 68690 

Demographic White Black Other White Black 
Group: Males Males Males Females Females 

Equation: l 2 3 4 s 

C74 -.024 .198 -.101 -.464 .154 
C.081) (.040) C.042) (.079) (.040) 

R -.432 .071 .047 -.388 .261 
.194 (.095) (.100) U88) (.095) 

p74• .868 .840 .901 .870 .921 
(.0016) (.0019) (.0023) (.0017) C.0023) 

SIZE .0012 -.000068 -.00025 -.00011 - .000046 
(.000062) (.000031) (.000033) C.000061) (.000031) 

GROWTH -.382 .097 .083 .104 .065 
C.021) (.010) (.011) (.021) (.010) 

SINGLE .073 -.342 .150 -.sos -.450 
(.109) (.053) (.056) (.IOS) (.053) 

PWC -1.637 -.381 -.299 3.49 -5.02 
(.146) (.072) (.075) U41) .072) 

R2 .876 .784 .743 .868 .751 

MSE 86.14 20.87 34.20 81 .45 20.87 

Nore: All equations include 27 Industry and 4 Region Dummies: 
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Table 4.7: Linear Probability Equations of the Effect of Contractor and Review 
Status on Percent Employed by Demo&raphic Group, Status Chanaers. 
N • 68690 

Demographic White Black Other White Black 
Group: Males Males Males Females Females 

Equation: 1 2 3 4 5 

STAYC - .166 .156 -.101 - .305 .081 
(.093) .045) C.048) (.090) (.045) 

LEAVEC -J61 .159 -.147 .014 .531 
(.154) (.076) (.080) . (.150) (.076) 

£NTERC ~.731 -.135 -.021 .658 - .028 
(.129) (.063) (.067) (.125) (.063) 

R - .463 .073 ;044 -.376 .295 
(.194) (.095) (.101) (.188) (.095) 

. p74• .876 .839 .901 .870 .920 
(.0016) (.0019) (.0023) (.0017) (.0023) 

SIZE .00012 - .000068 - .0025 - .00011 - .000048 
(.000063) (.000031) (.000033) (.000061) (.000031) 

GROWTH - .381 .097 .083 .103 .065 
(.021) (.010) (.011) C.021) C.010) 

SINGLE .0008 -.360 .149 - .433 -.472 
C.110) (.054) (.057) (.106) (.053) 

PWC -1.628 -.374 -.301 3.48 -.472 
(.147) (.072) (.076) (.141) (.072) 

Rl .876 .784 .743 .869 .751 

MSE 86.35 20.87 23.20 81.41 20.86 

. '··. 

Note: All equations include 27 Industry and 4 Region Dummies. 
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Table 4.8: Linear Probability of the Effect of Contractor and Review Status on 
Percent Employment by, Demo&raphic Group. with Interactions. 
N - 68690 

Demo&raphic White Black Other White Black 
Group: Males Males Males Females Females 

Equation: 1 2 3 4 s 

STAYC -.37 .11 -.16 .073 .098 
C.18) (.053) (.054) (.14) (.OS) 

LEAVEC -.96 .12 -.21 .43 .57 
(.21) (.080) (.084) C.19) (.08) 

ENTERC -.73 -.13 - .022 .67 -.03 
(.13) C.061) (.067) Cl3) (.06) 

R -.47 -.14 - .24 -.12 - .20 
(.48) . (.13) (.12) (.31) (.12) 

C x SIZE .00034 3.27x10-s ,00040 -6.64xlo-5 .00012 
(.00022) (.00011) (.00011) (.00021) (.0011) 

C x GROWTH .137 -.155 .118 - .127 - .039 
(.064) (.031) (.033) (.062) (.031) 

C x P74 .0026 .012 - .0072 -.010 -.010 
(.0028) (.0036) (.0044) (.0029) (.0043) 

Rx SIZE .00027 6.37x10-s .00014 :-.00011 -2.2x10-5 

(.00016) (7.70x10-') (.00081) (.00015) (7.7xIQ-S) 

Rx GROWTH .0054 -.080 -.033 .0017 .091 
C.11) (.052) (.055) (.10) (.05) 

R x P74 - .0029 .027 .048 -.0079 .115 
(.0076) (.0094) C.011) (.0088) C.011) 

SIZE -.00024 -.00011 - .00064 -3.76x10-s - .00015 
(.00021) (.00010) (.00011) (.00020) (.00010) 

GROWTH - .so .24 - .019 .22 .10 
C.059) (.029) (.031) (.057) (.029) 

P74 .866 .832 .903 .875 .921 
(.0023) (.003) (.0033) (.002) (.003 ) 
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Table 4.8 : Linear Probability or the Effect of Contractor and Review Status on 
Percent Employment by Demoaraphic Group, with Interactions. 
N - 68690 

Demographic White Black Other White Black 
Group: Males Males Males Females Females 

Equation: 1 2 3 4 5 

SINGLE .049 -.35 .196 -.43 -.45 
(.11) . (.055) (.058) C.11) (.OS) 

PWC -1.63 -.37 :....29 3.45 - .48 
(.15) (.072) (.076) (.14) (.07) 

Rl .876 .784 .243 .868 .751 

MSE 86.34 20.85 23.18 81.40 20.83 

.. 
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Table 4.9: Loa-Odds Equations of the Effect of Contractor and Review Status on 
Employment by Demoaraphic Group. 
N • 68690 

Demographic "'bite Black Other White Black 
Group Males Males Males Females Females 

Equation: 1 2 3 ~ 5 

C74 -.300 .816 .207 .242 .310 
-.012 :136 .046 .011 .062 
(.005) C.009) C.009) C.006) (.009) 

R -1.43 1.03 -.234 1.34 .660 
-.057 .171 -.052 .061 .132 
(.012) C.021) C.022) (.015) C.021) 

p74• us 56.S 46.0 110.0 53.8 
4.60 9.41 10.21 4.92 10.76 
(.010) C.042) (.050) (.013) (.050) 

SIZE .0002 .0002 - .00063 -.0026 -.00027 
.000008 .000033 -.00014 -.00012 . . 00043 

(.000004) (.000007) (.000007) (.000005) (.000007) 

GROWTH -.475 .138 .117 .163 .130 
- .019 .023 .026 .007 .026 
C.001) (.002) C.002) (.001) (.0023) 

SINGLE .050 -1.27 -.851 -.792 -1.53 
.002 -.212 - .189 - .036 -.305 

(.007) C.012) C.012) (.008) C.012) 

PWC 4.43 -.324 .887 10.41 .66 
- .177 -.054 . .197 .471 .131 
(.009) (.016) (.0017) (.011) (.016) 

R2 .837 .545 . . 519 .796 .536 

MSE .343 .992 1.116 .485 1.017 
"': ~ -

Nott: The first line is lOO(dP/dX) evaluated at mean P. The second is the 
coefficient from the log-odds equation. The third is the standard error. All equations 
include 27 industry and 4 region dummies. 
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Table 4.10: Demand Shifts Induced by the Contract Compliance Prosram: A 
Summary of Table 4.9. 

Demosraphic· White Black Other White Black 
Group: Males Males Males Females Fem31es 

Equation: 1 2 3 4 s 

1. Contractor 
Effect - -.Jo• .s2·· .21·· .24 .J1•• 

2. Review 
Effect -1.4J•• 1.0J•• -.2J• 1.34•• .66•• 

3. Total 
Effect -.5S 1.00 .17 .47 .42 

4. Initial 
Share in 
Contractor 
Sector S9.8 7.3 3.2 24.4 3.8 

S. Proponionate 
Shift in 
Contractor 
Sector -.01 .14 .OS .02 .11 

6. Proponionate 
Market Demand 
Shift -.01 .10 .03 .01 .08 

No~: The contractor and reviewer effects are the change in proponion as es­
timated in Table 4.9 evaluated at the sample mean. The initial shares are means 
across establishments weighted by establishment size, or, in other words, the ratio 
of means in the contractor sector. Si1nificance levels are indicated in rows 1 and 
2 only. 

• - Sisnificant at the .OS level. 
•• - Significant at the .01 level. 
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Table 4.11: Loa-Odds Equations of the Effect of Contractor and Review Status 
on Employment by Demoaraph.ic Group, Status Chanaers . 

. N • 68690 

Demoaraphic White Black Other White Black 
Ctroup: Males Males Males females females 
Equation: 1 2 3 4 s 
STAYC -.375 • .876 .230 .506 .240 

-.015 .146 .051 .023 .048 
(.006) (.010) (.011) (.007) (.010) 

L£AVEC -1.025 .786 .333 .748 .825 
-.041 .131 .074 .034 .165 
(.010) (.017) C.018) (.012) (.017) 

ENTERC -.515 .150 .113 .968 .050 
-.023 .025 .025 .044 .010 
(.008) (.014) (.015) (.010) (.014) 

R .-1.45 1.02 -.230 1.34 .700 
- .058 .169 -.051 .061 .140 
C.012) (.021) (.022) C.015) (.021) 

P74 115 56.5 46.0 110.0 53.8 
4.60 9.41 10.21 4.92 10.74 
(.010) (.042) (.050) (.013) (.050) 

SIZE .0002 .0002 -.00063 -.00026 .00027 
.000008 .000032 -.00014 -.000012 .000042 

(.000004) (.000007) (.000007) (.000005) (.0000007) 

GROWTH -.475 .138 .117 .163 .130 
-.019 .023 .026 .0074 .026 
C.001) (.002) (.002) (.00016) (.0023) 

SINGLE .002 -1.25 -.837 -.682 -1.55 
.0001 -.208 -.186 -.031 -.309 

(.007) (.012) (.012) (.008) C.012) 

PWC 4.43 -.336 .887 10.36 .69 
-.177 -.056 .197 .471 .137 
C.009) (.016) (.0017) (.011) (.016) 

R2 .837 .545 .519 .796 .536 
i• 

.. 
MSE .343 .992 1.116 .485 1.016 

Nore: The first line is lOO(dP/dX) evaluated at mean P. The second is the 
coefficient from the log-odds equation. The third is the standard error. All equations in· 

' . 
elude 27 indusuy and 4 region d~mmies. 
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Table 4.12: Weiahted Loa-Odds Equations or the Effect or Contractor and Re-
. view Status on Employment by Demo1raphic Group. 
N - 68690 

Demoaraphic White Black Other White Black 
Group: Males Males Males Females Females 

Equation: 1 2 3 4 s 

C74 .274 .266 -.169 -.525 -.082 
.011 .050 -.050 - .024 -.023 

(.004) (.007) C.009) (.004) (.007) 

R .017 .170 .233 - .459 .200 
.0007 .032 .069 -.021 .056 

(.005) (.008) C.011) (.006) (.010) 

P74 98.98 30.97 22.06 92.SO 23.59 
3.98 5.83 6.53 4.23 6.62 
(.008) (.018) C.025) C.009) (.023) 

SIZE -.00002 .00002 -.00034 -.00011 .00018 
- .000001 .000004 - .000010 -.000005 . . 000005 
(.0000005) (.0000007) C.000001) (.0000006) (.000001) 

GROWTH -.796 .016 .051 .241 .068 
- .032 .003 .017 .011 .019 
C.002) (.003) (.004) (.002) (.003) 

SINGLE -.423 -.213 .358 -.809 -.281 
-.017 -.040 .106 -.037 -.079 
(.0048) (.010) (.005) (.008) 

.. .. 
PWC -5.12 -2.47 -.952 5.91 -.331 

-.206 -.465 -.282 .273 -.093 
(.008) (.014) (.016) (.008) C.015) 

Rl .859 .704 .624 .846 .665 
MSE 6.99 S.16 5.81 7.15 5.44 

<-

Nore: The first line is 100 (dP/dX) evaluated at P. The second is the coefficient 
from the log-odds equation. The third is the standard error. All equations include 22 in-
dustry and 4 re&ion dummies. 
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Table 4.13: Demand Shifts Induced 
Summary of Table 4.12 

Demo&raphic White 
Group Males 

. 1. Contractor 
EJfect .27 

2. Review 
Effect .02 

3. Total 
Effect .27 

4. Initial Share 
in Contractor 
Sector 59.8 

S. Proportionate Shift 
in Contractor 
Sector .005 

6. Proportionate 
Market Demand 
Shift .003 
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by the Contract Compliance Pro1ram. A 

Black Other White Black 
Males Males Females Females 

.27 -.17 -.53 -.08 

.17 .23 - .46 .20 

.30 -.13 -.61 -.OS 

7.3 3.2 24.4 3.8 

.04 - .04 -.03 -.01 

.OJ -.03 -.02 -.01 

. .. . ... ~ ... .. ... .. .... . . . . . . 
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Table 4.14: Weiahted Loa-Odds Equations of the Effect of Contractor and Re· 
view Status on Employment by Demoaraphic Group in the Southern 
States. 
N - 22908 

Demographic White Black Other White Black 
Group Males Males Males Females Females 

Equation: 1 2 3 4 5 

C74 - .025 .409 .028 -.443 - .400 
- .001 .l>43 .007 -.021 - .054 
C.007) C.010) C.017) {.007) C.011) 

R -1.98 -.038 -.159 -.169 .562 
- .008 -.004 -.040 - .008 .076 
(.009) (.012) (.026) (.010) (.015) 

P74 94.71 48.39 2.13 87.67 43.37 
3.82 5.09 6.32 4.16 5.86 
C.015) (.028) (.043) (.017) (.034) 

SIZE -.00002 -.000008 - .00023 -.000011 .000007 
- .0000006 - .0000008 -.000057 -.0000005 .000001 
(.000001) (.000002) (.000005) (.000002) (.000003) 

GROWTH - .818 .010 .084 .211 .192 
- .033 .001 .021 .010 .026 
(.003) (.005) C.009) (.004) {.006) 

SINGLE - .694 - .685 .322 .063 - .622 
- .028 -.072 .081 .003 -.084 
(.008) {.011) (.019) (.009) {.013 ) 

PWC -4.59 -4.73 -8.19 6.13 -1.03 
-.185 - .498 -.206 .291 -.139 
(.015) (.023) (.031) {.015) (.025) 

;:: R2 .832 .686 .582 .823 .664 
' . 

MSE 6.97 5.81 5.55 6.55 6.17 :..·· 
' ... -· . 
. · 

Nore: The first line is lOO(dP/dX) evaluated at mean P. The second is the 
coefficient from the log-odds equation. The third is the standard error. All equations 
include 27 industry dummies . 

• 
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Table 4.15: The Absolute Employment of Black Males. 
N - . 68690. 
27432 non-contractors and 41258 contractors. 

Demographic Contractor 
Group Status, 1974 1974 1980 

White Males N 73.8 75.7 
y 161.9 152.8 

Black Males N 10.5 11.7 
y 19.9 20.4 

Other Males N 6.2 8.9 
y 8.6 11.9 

Total Males N 90.5 96.3 
y 190.4 185.l 

Total Females N 96.0 112.5 
y 80.4 90.6 

Total Employees N 186.5 209.l 
y 270.8 275.7 

Males/Females N .485 .461 
y .703 .671 

Black Males/ N .116 .121 
Total Males y .105 .110 

Black Males/ N .056 .056 
Total y .073 .074 
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Table 4.16: Employment within Sex, Linear Probability Equations. 
N - 67383 

Dependent White Black White Black 
Variable: Male Male Female . Female 

Equation: 1 2 3 4 

C74 .608 -.081 -.730 .712 
(.10) (.07) (.12) C.09) 

R .... 011 .153 .520 .252 
C.23) (.17) C.28) C.21) 

p74• .826 .808 .720 .748 
C.002) C.002) (.003) (.003) 

SIZE .00048 - .000065 .0012 -.00025 
(.00007) (.00005) (.00009) C.00007) 

GROWI"H -.253 .153 -.292 .194 
(.03) C.02) (.04) (.03) 

SINGLE .980 -.941 2.07 -1.49 
(.13) (.09) C.16) (.12) 

PWC 2.92 -1.81 4.33 -2.92 
{.18) (.lJ) C.22) <.16) 

Industry 
and Re1ion 
Dummies Yes Yes Yes Yes 

R2 .699 .706 .540 .594 

MSE 121.5 64.6 185.5 96.9 



Table 4.17: Employment Within Sex, Linear Probability Equations, with In· 
teractions. 
N • 67383 

Dependent White Black White Black 
Variable Male Male Female Female 

·-Equation 1 2 3 4 

C74 .719 -.397 -.281 .910 
C.22) (.16) (.20) (.15) 

CxP -.798 .857 .644 -1.28 
C.33) (.24) (.40) C.29) 

p• 5.99 -3.42 10.57 -4.23 
(.27) (.19) (.33) C.24) 

R - .124 .214 .767 .143 
(.23) (.17) C.28) C.20) 

P74 .826 .807 .732 .735 
(.002) (.002) (.003) C.003) 

SIZE .OOOS7 -.00011 .0010 - .00020 
(.00007) (.00005) (.00009) (.00007) 

GROWTH - .258 .156 -.287 .193 
(.03) C.02) (.04) C.03) 

SINGLE 1.20 -1.05 1.61 -1.26 
(.13) (.09) (.16) C.11) 

PWC 2.54 -1.63 5.02 -3.26 
(.18) (.13) C.21) (.16) 

Industry 
and Rcsion 
Dummies Yes Yes Yes Yes 

R2 .703 .708 .554 .599 

MSE 120.0 64.2 179.9 95.7 

• In the first two columns P is percent male. In the last two columns P is 
percent female . 
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Table 4.18: Demand Shifts Induced by the Conuact Compliance Pr·:J&ram: A 
Summary of Table 4.17. 

Demo1raphic White Black White Black 
Group Male Male Female Female 

1. Conuactor 
Effect .23 .13 - .03 .42 

2. Review 
Effect -.12 .21 .77 .14 

3. Total 
Effect .21 .17 .10 .49 

4. Initial 
Share 85.15 ·9.24 87.15 8.29 

5. Proportionate 
Shift .003 .018 .001 .059 
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Table 4.19: Lo1it Estimates or Simultaneity: the Effect of Establishment 
Demo1raphics on Contractor Status in 1980. 
N - 68690 

t1P CP>Cl-P> 
dx 

Btra 
Asymptotic 

Standard Error 

Proportion White Male, 
1974 .079 .344 .13 

Proportion Black Male, 
1974 -.032 -.138 .15 

Proportion Non-Black Male, 
1974 -.086 -.376 .18 

Proportion White Female, 
1974 -.205 -.891 .13 

Proportion Black Female, 
1974 -.200 -.871 .17 

A Proportion White Male, 
1980-1974 -.SS2 -2.40 .18 

A Proportion Black Male, 
1980-1974 -.543 -2.36 .23 

A Proportion Non-Black Minority, 
1980-1974 -.727 -3.16 .25 

A Proportion White Female, 
1980-1974 . -.499 -2.17 .17 

AProportion Black Female, . 
1980-1974 -.511 -2.22 .23 

SIZE .0011 .0047 .0043 

GRO\Vl'H ~.453 -1.97 .021 

SINGLE .00009 .00039 .00013 

27 Industry and 
4 Re1ion Dummies Yes 

MSE .189 

Mean of Dependent Variable .641 
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Table 4.20: Occupational Detail: Officials and Manaaers. 
Linear Probability Equations of the Eft'ect of Contractor and Review 
Status on Proportion of all Officials and Mana1ers Who are Members 
of a Given Demoaraphic Group. 
N - 66860 

Demographic White Black Other White Black 
Group: Males Males Males Females females 
Equation: 1 2 ' 3 4 5 . 

C74 -.41 .18 .15 .054 .086 
(.16) (.06) C.07) (.13) (.04) 

R .07 .33 .12 -.38 -.09 
(.37) C.14) . C.16) (.J 1) (.04) 

p74• .65 .55 .50 .67 . . 67 
(.003) (.004) (.003) C.003) (.005) 

SIZE -.00047 .00020 -.00007 .00018 . .00010 
(.00012) (.000004) (.00005) (.00010) (.00003) 

GRO'WTH -.14 .021 .056 ·.046 .008 
(.04) (.Ol) (.02) (.03) (.Ol) 

SINGLE -1.20 -.44 .22 1.40 -.09 
C.21) C.08) C.09) (.17) (.OS) 

R2 .51 .28 .29 .51 .25 

MSE 311.44 43.90 56.63 223.33 20.38 

mean of the 
dependent 76.2 2.8 2.9 16.3 1.2 
variable 

Nott: All equations include 27 Industry and 4 Reaional Dummies. Standard 
Errors in Parentheses. 

• P74 is the lagged dependent variable: the proportion of all workers in the 
&iven occupation who are me·mbers of the 1iven demographic 1roup in 1974. 
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Table 4.21: Occupational Detail: Professionals. 
Linear Probability Equations of the Effect of Contractor and Review 
Status on Proportion of all Professionals Wbo are Members of a 
Given Demoaraphic Group. 
N - 29299 

Demoaraphic White Black Other White Black 
Group: Males Males Males Females Females 
Equation: l 2 3 4 s 

C74 1.47 .4S · .t-4 -1.76 .013 
C.32) (.08) (.13) (.30) (.08) 

R -1.41 .12 .SS .60 .11 
(.SJ) C.13) C.22) (.48) (.19) 

p74• .60 .JO .33 .63 .62 
(.OOS) (.006) (.006) (.OOS) (.006) 

SIZE -.00051 .00012 -.00016 .00032 .00014 
(.00015) C.00004) (.00006) (.00014) (.00004) 

GROWTH -.19 .001 .086 .11 .025 
(.08) C.02) (.03) C.07) (.02) 

SINGLE -1.01 -.27 .30 .39 .046 
(.37) (.09) (.15) (.33) (.09) 

Rl .SS .09 .13 .60 .27 

MSE 482.61 31.35 82.34 402.17 32.37 

mean of the 
dependent 64.6 1.6 3.1 27.6 1.6 
variable 

Nott: All equations include 27 Industry and 4 Re1ional Dummies. Standard 
Errors in Parentheses. 

• P74 is the Jagged dependent variable: the proponion of all workers in the 
1iven occupation who are members of the 1iven demo1raphic 1roup in 1974. 
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Table 4.22: Occupational Detail: Technicians. 

Linear Probability Equations or the Elfect or Contractor and Review 
Status on Proportion of all Technicians Who are Members or a Given 
Demoaraphic Group. 
N - 25205 

Demoaraphic White Black Other White Black 
Group: Males Males Males Females Females 
Equation: 1 2 3 4 5 

C74 1.94 .56 .p87 -2.56 . .14 
(.39) (.13) C.16) (.37) (.14) 

R -1.30 .81 .42 .lS .085 
(.60) C.20) C.24) (.56) (.21) 

p74• .59 .39 .42 .61 .60 
(.005) (.006) (.006) (.005) (.006) 

SIZE - .00003 .00015 - .00013 - .00018 .00015 
(.00017) (.00006) (.00007) (.00016) (.00006) 

GROWTH .082 .039 .042 -.003 -.003 
(.IO) (.04) (.041) (.10) (.04) 

SINGLE .67 -.15 .24 -.88 -.19 
(.43) (.15) (.17) (.41) (.15) 

Rl .56 .16 .22 .54 .33 

MSE 579.82 67.43 92.88 523.83 15.62 

mean or the 
dependent 51.9 3.3 . 3.6 .. 30.0 3.4 
variable 

Nore: All equations include 27 Industry and 4 Reaional Dummies. Standard 
Errors in Parentheses. · 

• P74 is the la&Sed dependent variable: the proportion or all workers in the 
aiven occupation who are members or the aiven demoaraphic aroup in 1974. 
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Nore: All equations include 27 Industry and 4 Reaional Dummies. Standard 
Errors in Parentheses. 

• P74 is the Jagged dependent variable: the proportion of all workers in the 
Jiven occupation who are members of the &iven demographic aroup in 1974. 



·r .~ .. -. _ ..... .... :. ;:,:_ .\_.:·~ .. ~-;. .... .- ..... ~ ·~ ,..; .:.:.~~:: .. ..:.i;:;;:: .... , •. :: .• "';,..~' a:..:. ......... - ''\..!..Zo'i t•r......i.; ·.,r.r ... ~~ ... -,~·-.. 7 • .. -..-------- · .. · - -·- - ·- - - · -- _ _ . . 

Nore: All equations include 27 lndusuy and 4 Reaional Dummies. Standard 
Errors in Parentheses. 

• P74 is the lagged dependent variable: the proportion of all workers in the 
aiven occupation who are members of the aiven demographic aroup in 1974. 
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Table 4.25: Occupational Detail: Craft Workers. 
Linear Probability Equations of the Elf ect of Contractor and Review 
Status on ·Proportion of all Craft Workers Who are Members of a 
Given Demosraphic Group. 
N - 39862 

Demosraphic White Black Other White Black 
Group: Males Males Males Females Females 
Equation: 1 2 3 .. s 

C74 .45 1.07 -.25 -1.14 -.24 
(.25) (.13) C.13) (.17) C.06) 

R .46 .22 .39 -1.03 .034 
(.47) C.25) C.25) C.32) (.12) 

p74• .61 .60 .67 .51 .48 
(.004) (.004) . (.005) (.005) C.006) 

SIZE .00016 .00003 - .00022 -.00006 .00005 
C.00015) (.00008) (.00008) (.00010) (.00004) 

GROWTH --0.26 -.093 .046 .035 .013 
(.09) (.05) (.005) C.06) (.02) 

SINGLE -2.07 .60 :84 .36 .061 
(.31) (.17) (.17) (.21) (.08) 

K.2 .43 .39 .44 .33 .19 

MSE 426.80 124.06 123.45 202.13 28.47 

mean of the· 
dependent 77.5 7.1 6.1 7.3 1.1 
variable 

Nort: All equations include 27 Industry and 4 Resional Dummies. Standard 
Errors in Parentheses. 

• P74 is the lagged dependent variable: the proportion of all workers ·in the 
aiven occupation who are members of the &iven demosrapbic sroup in 1974. 
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Table 4.26: Occupational Detail: Operatives. 
Linear Probability Equations or the Etrect or Contractor and Review 
Status on Proponion or all Operatives Who are Members of a Given 
Demo1raphic Group. 
N • 39572 

Demo1raphic White Black Other White Black 
Group: Males Males Males Females Females 
Equation: l 2 3 4 s 

C74 - .63 1.08 - .30 .025 .021 
(.26) (.16) C. 13) (.22) (.10) 

R -1.81 .52 -.017 -.51 1.38 
(.SO) (.30) (.24) (.40) (.19) 

p74• . . 69 .67 .71 .73 .67 
C.003) (.004) (.004) (.003) C.004) 

SIZE .00010 .00022 .00019 - .00025 .00017 
(.00015) (.00009) (.00007) (.00001) (.00006) 

GROWTH -0.29 -.16 .047 .31 .052 
(.10) (.06) C.05) C.08) (.04) 

SINGLE .34 .60 .72 -1.63 -.25 
C.32) C.19) (.16) (.26) (.12) 

Rl .61 .54 .52 .64 .46 

MSE 469.77 166.67 111.76 312.10 . 68.00 

mean of the 
dependent 59.1 11.4 6.5 20.3 4.0 
variable 

Nore: All equations include 27 Industry and 4 Re&ional Dummies. Standard 
Errors in Parentheses. 

• P74 is the laned dependent variable: the proponion of all workers in the 
aiven occupation who are members of the &iven demo1raphic croup in 1974. 
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Table 4.27: Occupational Detail: Laborers. 
Linear ProbabilitY Equations of the £1fect or Contractor and Review 
Status on Proportion or all Laborers Who ue Members or a Given 
Demo1raphic Group. 
N - 25015 

Demographic White Black · Other White Black 
Group: Males Males Males Females Females 
Equation: 1 2 J 4 s 

C74 - .67 .33 - .73 .S6 .69 
(.38) C.27) (.21) (.27) (.12) 

ll -1.43 1.13 .15 -.60 .70 
(. 71) (.SO) (.40) C.Sl) C.23) 

p74• .62 .SS .68 .64 .61 
.(.005) C.005) (.OOS) (.OOS) (.006) 

SIZE .00012 .00010 -.00019 - .00014 .00021 
C.00019) {.00013) {.00011) C.00014) (.00006) 

GROWTH - .29 -.57 . .20 .41 .10 
(.17) (.12) (.10) (.12) (.06) 

SINGLE -.30 .93 1.18 -2.17 -.094 
(.43) C.31) (.24) (.31) tl4) 

Jl 2 .49 . 49 .so .46 . .38 

MSE 599.14 299.70 187.20 309.36 64.69 

mean or the 
dependent 54.1 16.0 8.6 lS.4 3.7 
variable 

Note: All equations include 27 Industry and 4 R.eaional Dummies. Standard 
Errors in Parentheses. 

• P74 is the lagged depe.ndent vuiable : the proponioc or all workers in the 
aivec occupation who are members of the aiven demoaraphic sroup in 1974 . 

• 
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Table 4.28 : Occupational Detail: Service Workers. 
Linear Probability Equations or the Eft'ec:t of Conuac:tor and Review 
Status on Proportion or all Service Workers Who are Members or a 
Given Demoiraphic Group. 
N - 31798 

Demo,raphic White Black Other White Black 
··oroup: Males Males Males Females Females 

Equation: 1 2 J 4 5 

C74 .014 .15 .42 -.97 .53 
(.JS) C.26) (.18) (.28) C.17) 

R -.50 .76 .68 -.74 .11 
(.7J) C.5S) (.38) (.58) (.JS) 

P74• .53 .SS .S9 .63 .67 
(.OOS) (.004) (.OOS) (.004) (.004) 

SIZE .0001.6 -.00008 -.00030 - .00011 .00016 
(.00020) (.OOOlS) C.00010) (.00016) (.00009) 

GROWTH .14 - .14 - .061 .33 -.021 
C.13) (.10) (.07) (.10) (.06) 

SINGLE - .96 .36 1.12 -.74 - .17 
(.4J) (.32) (.23) (.34) (.20) 

R.2 .43 .41 .JS .Sl .49 

MSE 710.46 404.98 197.S4 450.47 162.07 

mean of the 
dependent 41.5 15.5 6.2 25.9 8.4 
variable 

Nore: All equations include 27 Industry and 4 Re1ional Dummies. Standard 
Errors in Parentheses. 

• P74 is the lagged dependent variable: the proportion or all workers in the 
&iven . occupation who are members of the 1iven demographic 1rou~ in 197 4. 
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Table 4.29: Occupational Detail: White Collar Trainees. 
Linear Probability Equations of the Eft'ect of Contractor and Review 
Status on Proponion of all White Collar Trainees Who are Members 
of a Given Demosraphic Group. 
N - 2297 

Demosraphic White Black Other White Black 
Group: Males Males Males females females 
Equation: 1 2 3 4 s 

C74 -7.16 1.07 .64 3.7P 1.58 
(1.62) C.92) (.64) Cl.42) (.64) 

R -1.06 1.75 -1.54 1.82 -.18 
CJ.SI) (2.01) (1.41) (3.11) (1.41) 

p74• .28 .18 .28 .30 .'18 
C.02) (.03) (.02) (.02) (.03) 

SIZE -.00013 -.00031 -.00006 .00013 .00024 
(.00054) C.00031) C.00020) (.00050) (.00021) 

GROWTH 1 ~ 19 .37 - .25 -.81 -.17 
(1.29) (.73) (.51) (1.12) C.Sl) 

SINGLE -10.97 -2.66 .94 .10 .84 
(2.99) (1.67) (1.17) (.03) (1.17) 

R2 .14 .07 .10 .15 .04 

MSE 1185.97 377.92 185.65 901.80 185.21 

mean of the 
dependent SS.2 8.1 3.9 26.8 4.4 
variable 

Nott: All equations include 23 Industry and 4 Resional Dummies. Standard 
Errors in Parentheses. 

• P74 is the la&aed dependent variable: the proponion of all workers in the aiven 
occupation who are members of the aiven demosraphic sroup in 1974 . 

. . . .. ... 
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Table 4.30: Occupational Detail: Production Trainees. 
Linear Probability Equations of the Effect of Contractor and Review 
Status on Proportion of all Production Trainees Who are Members of 
a Given Demosraphic Group. 
N - 1482 

Demosraphic White Black Other White Black 
Group: Males Males Males Females Females 
Equation: 1 2 3 4 s 

C74 -2.26 3.01 1.22 -1.37 .21 
(1.93) U.26) (1.07) (1.30) C.58) 

R .046 -.41 - .020 .058 - .34 
(2.69) (1.74) (1.49) 0. 79) (.81) 

p74• .41 .29 .SS .so -.35 
C.02) (.02) (.03) (.OJ) (.03) 

SIZE - .00024 .00034 -.00013 .00009 .00002 
(.00044) C.00030) C.00024) (.0003) (.0001) 

GROWTH -2.01 -1.18 .87 1.26 .53 
(1.45) (.94) (.80) (.96) (.44) 

SINGLE -2.64 3.10 1.29 -1.26 - .59 
(1.93) (1.25) (1.07) (1.27) (.58) 

Rl .35 .19 . .33 .39 .21 

MSE 670.58 284.12 207.41 296.89 61.30 

mean of the 
dependent 65.3 11.1 1.5 12.5 2.6 
variable 

Note: All equations include 23 Indusuy and 4 Reiional Dummies. Standard 
Errors in Parentheses. 

• P74 is the la&ged dependent variable: the proponion of all workers in the 
1iven occupation who are members of the 1iven demographic 1roup in 1974. 
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Table 4.31 : Index of Occupational Status. 
Linear Probability Equations of the Etrect of Contractor and Review 
Status on Occupational Index by Demoaraphic Group. 
N - 13936 

Demo1raphic White Black Other White · Black 
Group: Males Males Males Females Females 
Equation: 1 2 3 4 s 

C74 50.9 120.6 204.4 41.3 84.3 
Cl2.8) (18.6) (24.1) (11.S) C15.7) 

R 60.4 98.9 102.1 54.6 26.5 
09.0) (27.6) (35.9) (17.1) (23.3) 

074* .82 .62 .60 .83 .63 
(.005) (.006) (.006) (.006) (.007) 

SIZE .0011 - .010 .022 .006 .005 
C.005) (.007) (.009) (.004) (.006) 

o·· -8.SO -16.9 -21.3 -26.S -6.90 
(1.40) (2.0) (2.S) (2.5) (1.3) 

SINGLE 30.88 -150.7 -42.9 12.8 -53.4 
(14.40) (21.0) (27.2) (13.0) (17.7) 

R2 .71 .so .47 .69 .49 

MSE 338,731 713,418 1,203,759 273,348 509,357 

mean of the 
dependent 9258 8152 8663 8510 . 7977 
variable 

Nore: All equations include 27 Industry and 4 Re1ional Dummies. Sample limited to 
est.ablishmentS with at least one employee in each Demo1raphic Group. Standard Errors in 
Parenthtses. · 

• 074 is the la11ed dependent variable: the index of occupational status for the aiven 
demographic 1roup in 1974. 

•• G is the rate of arowth of total employment of the &iven Demographic Group 
between 1974 and 1980. 
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Table 4.32: Summary or the Impact or Conuactor and Review Status OD Black Male 
Employment by Occupation. 

ElasticitY or Ratio or 
'Ml of all Elasticity or Black Black Male to White 

Black Males' Share With Male Share with • 
Males in Respect to: Respect to: 

Occupation Contractor Review Contractor Review 
Occupation in 1974 Status Status Total Status Status Total 

1. Officials and 
Manaaers .030 .09•• .11· .12 .10 .16 .13 

2. Professionals .015 .Js•• .10 .40 .35 .. 12 .37 

3. Technicians .020 .22·· .J1 •• .27 .18 .34 .24 

4. Sales .032 .16•• .03 .17 .13 .03 .14 

5. Clerical .032 .11·· ,44•• .25 .20 .33 .26 

6. Craft .119 .11·· .04 .19 .17 .03 .18 

7. Operatives .4'18 .10·· .OS .11 .11 .08 .12 

8. Laborers .198 .02 .01· .03 .09 .OS .10 

9. Service .137 .os·· .OS .06 .OS .06 .06 

10. Trainees-
Wrute Collar .003 .17 .28 .22 .31 .30 .36 

11. Trainees-
.Blue Collar .106 .24• -.03 .23 .28 -.03 .27 .. 

12. Occupational 
Index .02·· .01·· .02 .01 .006 .01 

.:; 
;;} 

--r 
·~ .:, • - si&nificant at the .OS level. . ·~: 

.l •• - significant at the .01 level . 

. , 
Significance levels indicated only for elasticity or black male's share. . ... . ~ .. 

- ~ , . 
·.;· 
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Table 4.33: Summary of the Impact of Conuactor and Review Status on Non·Black 
Minority Male Employment by Occupation. 

Elasticity of Ratio of 
'lb of all Elasticity 'oi Other Other Male to White 

• Other Males' Share With Male Share with 
Males in Respect to: Respect to: 

Occupation Conuactor Review Conuactor Review 
Occupation in 1974 Status Status ·Total Status Status Total 

1. Officials and 
Managers .048 .01· .06 .08 .08 ·.06 .09 

2. Professionals .057 .06 .25 .. .10 .04 .28 .09 

3. Tec.hnicians .035 .03 .16 .06 .00 .18 .03 

4. Sales .052 .21·· .01 .21 .18 .00 .1~ 

S. Clerical .. 044 .09 .47•• .17 .11 .44 .19 

6. Craft .159 - .OS .08 -rl4 - .06 .08 - .OS 

7. Operatives .300 -.06·· -.00 -.06 - .OS .03 - .04 

8. Laborers .193 -.10~· .02 -.10 -.09 .OS -.08 

9. Service .110 .09•• .14 .11 .09 .16 .12 

10. Trainees-
White Collar .002 .25 .59 .JS .39 -.59 .29 

11. Trainees-
Blue Collar .006 .22 -.00 .22 .26 -.00 .26 

12. Occupational 
Index .02·· .01 •• .02 .02 .01 .02 

• • significant at the .OS level. 
•• • significant at the .01 level. . 
Significance levels indicated only for elasticity of other male's share. 



Table 4.34: Summary of the Impact of Contractor and Review Status on White 
Female Employmen1 by Occupation. 

'Ml of all ElasticitY of White 
White Females' Share With 

Females in Respect to: 
Occupation Contractor · Review 

Occupation in 1974 Status Status 

1. Officials and 
Mana1ers .037 .01 -.03 

2. Professionals .083 -.oo·· .03 

3. Technicians .049 -.10·· .01 

4. Sales .133 -.09•• .00 

S. Clerical .299 -.01·· -.OJ•• 

6. Craft . 024 -.20 .. - .1r· 
7. Operatives .19S .00 - .03 

8. Laborers .069 .-04 -.OS 

9. Service .111 ' -.04•• -.03 

10. Trainees-
Whi1e Collar .002 .20·· .10 

11. Trainees-
Blue Collar .002 -.16 - .01 

12. Occupational 
Index .01·· .01·· 

• - si1nificant at the .OS level. 
•• - si1nificant at the .01 level. 

ElasticitY of Ratio or 
White Female to 
White Male Share 
with Respect to: 

Conuactor Review 
Total Status Status 

.00. .01 -.03 

-.09 -.10 .OS 

-.10 -.13 .03 

-.09 -.11 .00 

- .02 .01 - .OS 

-.23 -.20 -.18 

-.01 .01 .00 

.03 .OS - .02 

-.OS -.o4 -.02 

.22 .34 .12 

-.16 -.13 - .01 

.01 -.00 .00 

Significance levels indicated only for elasticity of white female's share. 

Total 

.00 

-.09 

- .12 

-.11 

.00 

-.23 

.01 

.OS 

-.04 

.36 

-.13 

- .00 

142 



. - -- .. - -

Table 4.3S: Summary of the Impact of Contractor and 
Female Employment by Occupation. 

% of all Elasticity of Black 
Black females' Share With 

Females in Respect to: 
Occupation Contractor Review 

Occupation in 1974 Status Status 

1. Officials and 
Manaaers .015 .14•• -.10 

2. Professionals .026 .01 .12 

3. Technicians .051 .06 .04 

4. Sales .061 ,13•• -.14 

S. Clerical .190 .19 .. .19•• 

6. Craft .024 -.34 •• .OS 

7. Operatives .276 .01 .31 •• 

8. Laborers .112 .24•• .24•• 

9. Service .245 .01·· .01 · 

10. Trainees-
White Collar .003 .12·· -.08 

11. Trainees-
Blue Collar .004 .08 -.13 

12. Occupational 
Index .01·· .00 

• - significant at the .OS level. 
•• - significant at the .01 level. 

Total 

.12 

.03 

.07 

.11 

.22 

-.33 

.06 

.28 

.07 

.71 

.06 

.01 

Review Status on Black 

Elasticity of Ratio of 
Black Female to 

White Female Share 
with Respect to: 

Contractor Review 
Status Status Total 

.14 -.08 .13 

.10 .09 .12 

.18 .03 .19 

.24 -.14 .22 

.20 .26 .2S 

- .18 .27 -.13 

.01 .47 .09 

.19 .30 .24 

.11 .OS .12 

.43 -.17 .40 

.29 - .12 .27 

.01 -.00 .01 

Significance levels indicated only for elasticity of black female's share. 
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Table 4.36: Mean Employment Stocks and Annual Flows by Occupation. 1978. 

Hires Per 
Line No. Occupation N Stock Hires Stock 

1. Officials A 2235 94.6 7.6 .08 
Mana1ers 

2. Professionals 1975 155.3 31.3 .20 

3. Technicians 1913 70.5 20.5 .29 

4. Sales 951 36.7 12.7 .41 

5. Clerical 2214 105.5 33.5 .32 

6. Craft 1919 146.7 25.7 .18 

7. Operators 1943 264.5 109.3 .41 

8. Laborers 1218 79.8 71.6 .90 

9. Service 1521 26.1 17.5 .67 

10. Total 974 330 .34 

Terntinations Pro- Promotions 
Line No. Occupation Terminations Per Stock motions Per Stock 

1. Officials A 9.5 .10 19.1 .20 
Mana1ers 

2. Professionals 21.7 .14 32.2 .21 

3. Technicians 14.l .20 17.S .25 

4. Sales 9.7 .32 6.9 .22 

5. Clerical 25.3 .24 25.5 .24 

6. Craft 25.2 .17 30.6 .21 

7. Operators 80.6 .30 57.6 .22 

8. Laborers 46.7 .59 28.S .36 

9. Service 13.7 .52 7.3 .28 

10. Total 247 .25 225 .23 

.. 
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Table 4.37: Percent Black Male by Occupation, in Stock and Flows-1978. 

Line Occupation N Stock Hires Terminations Promotions 

1. Officials ct 2235 .026 .042 .021 .047 
Manaaers C.06) (.14) C.09) US> 

2. Professionals 1975 .016 .032 .024 .02S 
C.05) (.09) (.C18) (.09) 

3. Technicians 1913 .039 .OS3 .oss .oso 
(.08) C.13) (.14) (.14) 

4. Sales 951 .018 .056 .026 .037 
(.07) (.12) C.11) ~.14) 

s. Clerical 2214 .019 .022 .023 .028 
(.OS) (.07) (.08) (.09) 

6. Craft 1919 .067 .067 .052 .101 
C.12) (.15) <.12) C.21) 

7. Operatives 1943 .103 . .099 .100 .119 
(.16) (.16) <.15) C.20) 

8. Laborers 1218 .162 .173 .155 .170 
C.22) C.23) C.23) C.27) 

9. Service 1521 .184 .188 .173 .154 
C.26) C.28) (.28) C.28) 
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Table 4.38: Percent Female by Occupation. in Stock and Flows-1978. 

Line Occupation N Stock Hires Terminations 

1. Officials & 2235 .094 .080 .077 
Mana1ers (.19) (.I 9) (.17) 

2. Professionals 1975 .153 .175 .151 
(.19) C.25) (.24) 

3. Technicians 1913 .209 .203 .185 
C.24) C.27) (.27) 

4. Sales 951 .136 .162 .123 
(.23) C.28) (.25) 

5. Clerical 2214 .799 .825 .789 
C.18) C.21) C.25) 

6. Craft 1919 .102 .068 .083 
C.19) (.18) (.20) 

7. Operatives 1943 .372 .361 .347 
(.34) {.33) (.33) 

8. Laborers 1218 .227 .203 ".195 
(.28) C.27) {.27) 

9. Ser ··ice 1521 .334 .178 .145 
(.33) C.28) C.26) 
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NOTIS 

1. James Heckman and Kenneth Wolpin, "Does the Contract Compliance Proeram Work? .. , 

Industrial and L:ibor Relations Review, July, 1976, Table 7, p. 562. 

2. In future work I plan to model and test this erowth process more explicitly. 

3. £amines of full-time workers employed S0-52 weeks from U.S. Bureau of the Census, 

Current Population Reports; Series P-60, "Money Income in 1974 of Families and Per-

sons in the U.S.", no. 101, January,1976, Table 61, p.127. 

and from µ.s . Bureau of the Census, Current Population Reports, Series P-60, "Money 

Income in 1974 of Households, Families, and Persons in the U.S.", no. 132, July, 1982, 

Table 59, p.213,214. 

4. ibid. 

S. Derived as twelve times the averaae monthly rate from Table 83, Handbook of Labor 

Statistics, 1980. 

6. U.S. Current Population Reports, op. ciL 

7. For a discussion of these issues, see Charles Brown, "Black/White Earnings Ratios Since 

• the Civil Ri&hts Act of 1964: The Importance of Labor Market Drop-Outs" National 

Bureau of Economic Research Workin& Paper #617, January, 1981, and Richard Butler 

and James Heckman, "The Government's Impact on the Labor Market Status of Black 

Americans: A Critical Review" in Leonard J. Hausman et. al .. eds., Equal Ri&hts and 

Industrial Relations, (Madison, Wi : Industrial Relations Research Association, 1977), pp. 

235-281. 

For a detailed study of changes on the supply side of this market see Jonathan S. Leo· 

nard, "The Social Security Disability Program and Labor Force Participation", National 

Bureau of Economic Research, Working P3per #392, August, 1979. 



~hi;..t~t ~: ~Il.-~lllLi!lllo~11Qn i2t Bl~:t.t~ lli~illmlnsttl~: 
lh' l~il~1. QD £L~l;~1l~l.U 

The EEOC has ~o~ctirnes been credited with openin~ up 

neu peels of labor that corporatl:>ns s::>ir.enow contriv~a 

to igncre1 •n~ occcsionally with hastening the breaK­

down of tr~aitlor.ul barrler5 to labor mobility ••• 

B~t in the cont~xt of the market'£ endless search for 

efficiency. th~se ano~olies wuuld have been eliK-inateo 

an~~ay, l~~~in~ ~nly th~ ques:io~ of whether they w=rc 

wcrth the expcntiiture co~pelled by law. Attir~~tiv~ 

action i~ o net co!t to the ~conomy. • • • Arid the 

tru~ dyndmic effects - tne opportunity cost of ell this 

ex~ense •nd effort1 the di~inuation of co~petttion, 

innefficiencies due to the employ~ent and promotion of 

mar~inal lab~r anc tne conse~uer.t demoralization ot 

gooc worY.er ! can only te a ~atter of conj~cture, 

although they are clearlt the most i~pcrt~nt ct ~11. · 

-- Senator Orrin Hatch, l~~o 

The l•st t~o oec~des hav~ ~itnessed e ~assive influx Gf 

~inorities and fcmalet into the ldDor ~arket. ~etw~en l~~b ano 

197 b tht: n~mla:r of wor.:en e ;np 1 "yecs in ma nut ict.ur in~ ros~ t'ly ~2. 

?ercent, and th~ nu~e~r of black~ an~ Hispanics ty b~ ~ercent, 

•hile total employ~ent increased by only 10 ?ercent. The previ-

~u~ ch~iter d~n~n~:r~te~ lh~t p~rt uf the increa~e~ en~loymtnt of 

•011en •nc minor itics c.ine in response to 9»vern1tent pressure 
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unjer [xecutivt Order 112~b. This chapter seeks to ans•er three 

qu:stiores. fir~t, In promotin, this Influx, what hive been th~ 

r~s?~ctive roles of atflrm•tlve action ~nd of fed~ral anti-

discrimination 1.~ under "Title Vil of the Civil kishts Act ot 

19~~? 1~ atf irn.atlvt action still ~ffective when Title Vil pres­

sure Is controlled for? Second, has e~plcyment ciscri~inaticn 
. 
~ecreascd, Qr shifted tc the ~xtent that there Is now evioence ot 

re~~rse discrimillfftfjn? ThlrJ, what etfect has the influx hac on 

In p~rtlcular, hds the ~an~tacturlng s~ctor been 

able to emplo~ more ~inoritle~ and women -lthout & d~cline in 

their productivity relati~e to that of white men? 

Between lqo5 and 1977 the feceral District Courts aecided 

~ore than 1,100 cl~ss action suits ~rought under Title Vll of the 

Civil Ri,hts Act of l9b~. This cha~ter ~ill present the · first 

evidenc~ of the fmp~ct of this lar~ely private Titl~ Vll litiya-

tl~n on the e~plvy~ent ct min~rities, •nd of the relative impor-

tance of Title Vll onu E~ecutive Lrder l1Z4b. 

The lntegr~tion of the American ~orktorce, both r~cially ~nd 

se~ually, has ~c~n amon~ th~ most f•r-reaching and controversi~l 

~o~ls o~ domestic ~olicy in the pdSt t~o aec&des. Up~onents ct 

this soal h•ve ~r~ue~ that in~tgrati~n can ~nly be ochieveG at 

~real cost In terf'l!# ~f r~~uceJ productivit~ and ~rofits, that 

force~ c~ulty will ent•il reducea pro~uctivity. no~ev~r, prcduc-

tivlty has prov~o difficult to ~eosure. Economists 

~ift~rentl~ls. This ~p~roach •ill not e~~ily detect di~cri~: in~-

- . . .... . ~- . . . .. " . .. - .. -· - . • • • .. . . . • ... • .. . p .~ • -
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tl~n o~ the basis Qf racially corr~l•teo, but taci~lly neutral 

:ritcri~. such ej ed~catlun. "oreover, after ccnsid~r•ble 

efforts to ccrr~c: tor the quality or ability of 6 worker, these ·· 

•a~e equ~tlon . ~tudle~ ~lways c~ncluue that the remaining racial 

•~3e · difterenti~l Is due ~ither to di5crimin~tion or to unot­

S!-rved ~uallty oiffercnccs. In this sense such stuales have 

reacheo a dead ~nd. 

ltd~ chaptt:r t'ill c:pproach the c;,uestlcn of c:hcri:nination 

fr~m a fresh ansle. Productivity will b~ measured not throu~n 

inJirect indices such at earnings or education, but by medsures 

:>t fllOrker output. l -:111 directly esti11ate over time the ra.t io 

~t minority to whi~e. and of female tc male productivity. ~otn 

the chang~s in ~~cse ratios over time, and their comparison with 

earnin~s ratios, ~111 have lrn~ortant Implications concernin~ the 

extent of discriffiination • 

. The follo~in~ sec~ion •ill analy•e the Chongin; aistrit:uticn 

~f »inoritles ana fem~l~s. inc present evid!nce of th! role ot 

Title VII ano affirma:I~~ action In pro~otin9 ~~mbers ~t ~ro­

tect~d ~roups. ~e~tion 2 will o~scribe 6 si~ple ~o~tl of 

discrimination, ~ :echnique for estim~tini rel~tive m~rsinal pro­

~uct~. ana a n~w Sl£t~ by 2-disit SIC lnaustry eata Stt to be 

us:d in estimatio~. The esti~atea relative marginol procucts 

•111 be discu~s~d in ~ectton 3, and c~mpared to relative wa;~s. 

Tnis stction •Ill ~lso conslc~r th! lm~lications of thes! r~sults 

for th~ issue of r~verse discrimindti~n an~ the inducto prcauc­

t i1ity effect~ CJf c:i.,.>lo\·ment regulation. Sine~ th<: e:i.piric.:.1 
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~ork In this chapter Is b•seu en more hlghl~ a;gregated dat~ •l~n 

fe~er ccntrol Vdrl~blcs, the Inferences drawn here are by nature 

~ore ~entati~e tnan r~sulti from other chapters. lhls is the 

Initial, not the final• word on this Issue. 

. . . . •, -~: . ·. - ... - .. . -- · .. .. ·- ...... .. . ··- - ~ - - · _ __ · ... . _.. .. ·- .,_ _.,,.. . ...... _,._~,--r.~ :!"' .! _-,-.: ..... ... ' :" • •• -.·. ";· .... ·. . ... ... ,, - ·.··# ·-- ·· . . .. . .... . .... ·\ . 
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~c;tlQD l: lb~ l~c~~ Qf Ao1l-Ql~1:.Ll~lnatiQn fQ.l.l~x '2!.1 h~t~-eia~~ 

tle..MQ~[.~Ull~~ 

The ldst t~o oec~df~ nave ~itn~ssed an ittflux of ~inorities 

c.nj wor~~n into the 1 abor torc.e, and the concurrent gr ow th ot 

;~vernmLnt anti-~iscrimin~tion polic)• In this section 1 shall 

~xamine the chan3in; distribution cf minorities and females in 

~anufact~rin9, gnd the ~xtent t~ which government policy h~s 

dir~ctli affecten this oistribution. Government pclicy has ~een 

esta~lished throuah ~xecutiv~ Oroer ll24b and throu~h the Civil 

Ri~nts Act of 1964, ~hicn est~blishea the E~usl Employment Lippor­

tunity Cornmis~ion {c~JCJ and provid~d the basis for privdte liti­

~ation under Title v11, ~hich cutlawed employment discri~ina~ion. 

The results in thi~ section are baseo on a SGmpl~ of 5~5 

st3te ~Y 2-diilit s.1.c. industry cells within mdnufacturing ~ith 

drtta fror.1 the l9ct:- and 1':-78 i:EOC ;\eports. Tne data is Cl~semDlt:d 

fr~m ~~ual Empl~yment Gpportunity forms which must be f ileo ty 

all t:stat>lishment~ .. ith more than 2'+ e .11ployeeSJ atfilii:itco -1ith 

co;r1j)unies with n.~re thc::n 99 e111;>loye::es, or more then 50 employees 

anj ~ government contract of ~~u,000 er more. ho~ representative 

is this sample7 ~ comparison with the B.L.S. E~~lcy~ent ano 

Edrnins for Hdrch 197~ ~ho~s that 74.ll of dll m~nufacturing 

e~?luyec~ ar~ repor~e~ on ~ED-l for~~. Employers with ~m~ll or 

te~porary ~orktcrccs ~re unoerrepresented.lll 

Do employ~rs fo~ricate minorities ~no women on the tE~C 

forms to keep th~ ins~ectors ~w~y? A~?arently not ~ith regdro to 

totals, c:;s the cor·::Pariseor1 in Ta:>le 5.1 with oecennie:l C.erasu~ of 
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Po~ulati~n d~to ~hows. The Census is of course based on indivi-

dual. net employ~r~ responses. and the incentive to misrepre~ent 

rac~ or sex is corr~srjndingly ltss. ~oth ~inority dnG te~ale 

em?l~ymcnt in mdnufacturing h~ve gro~n steadily ~ince l~bO, anc 

th~ Information fr~m the cEUC is njt out of line with Census 
• 

d"ta. ln 19~9, only b~ of manufacturina workers w~re n~n-white 

~ales, 2~~ were tem~le. by 1~78 tne proportion non-white ~ale 

h~::1 nearly doubled to ilf., wtiile the: prop;jrtion femcle hac srown 

The bulk ot thJs incredse occurred in the clerii~l an~ 

blJe-collar occup2:i~ns (see 1~~1~ ~.2). The gre~test p~rcentdge 

increases occurre~ amon~ prot~ssiondlS and mana~ers, but this 

accounts for relatively fe~ people. Between l9bt and 1~77 the 

nunber ot non-white malE blue-cjllar ~orkers incre~sed ty n~~rly 

h~lf. ~ntil th~y accounted for 14: of the blue-collar #Orkers. 

'iost of the incon.ins fer:iales ent~re::d trc:1ditionol jobs in the 

clerical occuµctions. incredsin~ thtir proportion from ~b to ~b 

;>e.rccnt. 

The white-collariz~tion ot m~nufacturing is ~l!o arp~r~nt in 

T rt:> 1 c ! ·. 2 • Thi! incrc~se in the white-collar ~ro~ortion of the 

~orkforc~ h~s pl~yud some rol~ the re,ent oeclin~ in the Jrowth 

r~:e of productivity. ~hile blue-cullar ~orKer~ have f~11~n trc~ 

#ork~rs have increa~eJ fro~ 11 tu l~ p~rcent ct all ~ork~r~ in 

11anufac.·.:~r ins. 

Anti-discri~in~tio~ la~ dnd aff ir~~tive acticn reiul~tion 
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ar~ ot~en thou~ht ot ~~ brinsing pressure to bear on tirms ~ith 

fe~ ~inorJty or fe~~ l e ~mploy~e s relative to ~he Industry and 

re~ion ~verag~. If thi! is the cas~. W! woulo expect enforcement 

ot Tith~ Vll anc c-f ;:xecutive G ro~r ll~r.e to reduc~ the varic.nce 

~t ~inority an~ fP.rncle repres~ntation. I find, however, that the 

standard deviatio~ acro!s state by inc~stry cells of the p~rcent 

~t whit~-co11ar, mana~erial, or blue-collar ~ork~rs •he are 

~inorit~ ~r fe~sle did ~ot, in gencrc.1, f~ll from l9b6 t~ 1~77. 

This tindin9, cou?leo with the increase in th~ means, is con-

sist~nt ~ith ~n ~~forcement effort that brings oirect pressure to 

be~r on only o fe~ firm~. 

The Civil ~i~hts Act of 19b~ must get some of the credit for 

incr~asing opportuniti~s tor minorities and fe~ales. Class 

action suits uncer TitlE VII of this ~ct ~re likely to h~ve ~een 

omJn~ the most rowerf~l vrods to increasing minority and feffiale 

!m?l~ym~nt. Oth~r~ h~vt ~r~u~d th~t the passag~ cf tht Civil 

~i;hts ~ct of 1~64 r~fl~cteo a diruinished level of ciscri~inaticn 

on the part of the c:lec:torat~ that orae would expect to see 

reflected in i~proved e~ploym~nt op~ortunities tor ~incrities and 

~oTien even if th~ Act ~Ere never · enf~rcec• Moreov~r, this line 

of ar~u~ent pr~cceJs, only d small proportion of establ ishruents 

hdve be~n dir~ctly involved ifi Titl~ Vll liti~aticn, s~ lar ge 

etfe~ts are unlikclf. This rosy vie~ ignores the near d~tcat of 

tn; :ivil ~i9hts Act of l9b4, anc the continuin~ stream ot liti· 

;ation ~Ince, s~me ~f which hdS e~ta~lished broad prec~dents. 

Th~ Kenn:d')' aO::iini!:.tr .. ti on oel ievec tt11:: l'7b4 Act tco stron i.: t:> 

pass. 

' 
litle VI!, and in partic~lar the cla~st e~t~ncing 
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pr~t~ctio~ to te~ale~, ~as su~~orteo by some Congressmen bec~use 

th~y bLlieve~ it would tioom the entir~ billalZJ Jt w~s precisely 

the ~rovisions fur ~nforce~~nt throM~h the courts thot dis­

t ing~ishcd · ri~le ~II fr~m its toothless b~t ~Qu~lly noble fore­

bear~ ~nd . ~sve it prospects tor effecting change. 

Befor~ l97i, the J~stice Oepart~tnt was empo~er~d to crin~ 

suit tor enforc~~ent through th~ courts of litle VlJ's provi­

s i::>n~. The EE8C's powers were limited to ccnciliatior1 ano per-

suasion. Since 197~ tt1e power ot litisotion has been entrusteo 

to the CEOC, •hich in t~rn cdn pass it ~n to inaiviou~l plain­

t ifts. By such r~co~rse to the c::>~rts, the E~LJC c~n som~ti~es 

acco~pl i~h in ye~rs ~hat takes th~ GFCCP ~eeks. ~h~t it ~ive~ ~P 

in speed thoush it ~~Y som~times ~in back in power through the 

settin~ of sweeping leg'l precedents. For exampl£, the c~l~­

brated csse of Griggs v. Duke Po~er did not simply 2id Grig~~, or 

etfect only Duke PowLr• ay e~~aolishing thE principle of 

diS?~rat~ impact ~s primae f&cie evidence of oiscriruination, it 

pl:ict:d ~ heavi~H t,ur.Jen on all em.,luyers to avoid tt;e c:p~edrcwce 

~t discriminoticn. 

Th~ E~DC's ruajor contrib~tion ha~ prob~~ly ~een in hel~inq 

to esta~lish such tar-r£~cnin~ princi~les ot Title Vll •~~ in ~he 

co~rts \~ich cdn then b~ ~sed by pri~at! lftig~nts, rather th~n 

in Jir~ctly provi~ing relief fro~ systematic discri~ination 

thro~gh its o~n en~crcement ~ctivity. 

A !97b Gener~l ~cc0untin~ Dtfice review of EiUt enforcement 

activi~1 concludeo th~t it was g~ner~lly in~ftective. Most 

I 
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injividu~l chars~~ ~ere closed administratively before & tor~al 

investi~Ytion. C~or~e~ took -~~ut t~o years lo be r~solveo, and 

::>nly 11 percent r~~ulte~ in successt~l ne;otiat~d settlements. 

Th~re . 111o1~~ little EEOC foll;;.w&Jt> t::> ensur~ complianc.t! -·rith coricili-

&tion a~reements, ~nJ ~nterin; in~~ ~ concili~tion agreement 

ca~std no si~nif icant cnan~e in a firmrs employmEnt of blacks or 

fe~dles. Bet"een 1973 und 1975, a~on~ 12,~CO charges tor wnich 

the EEUC touno tY i oenc:! of di :>er i mi 11at ion and was unall e to ntgc-

tiate stttlement~, t=~er thdn l percent hoa Deen crc~ght to liti-

3ati~n resultin~ in favorable court Qecisions.(3) tet~een fiscal 

y~~rs 1972 and l97b th~ lE8C brou~ht 462 c~ses tb court.(4) lhe 

Ford, Scsrs, CE one the IBE~ in the early seventies were lar~ely 

This major legal and public relations offensive was 

atfpical of the C~rnmission, which has n~rmally been a reactive 

bojf slowly workiny it~ ~ay thr~uyh a m~untain of inoividual c~rn-

?laints, mc;ny ot ~hich it di~~srds as lc.c~ing substance. 

Despite its offici~l m~ndc.tc, tht EEUt cl~ims not to ~lace 

;reat weight on ~uch in~ivioual compluinLs in targetting entorce-

nent, consicerin~ :he~ unreliable. ~ather, in interviews it 

~o~rly with ~hat prevalent in tht s~s~. ~nd whose professional 

em?l~yruent falls snor~ ~t th~ national nor~. but accoroins to 

th~ Cen!rdl 1~c.cC'i;ntln~ Cttice, " ••• tt1e use ot such lt:tL1-ll 

in~~r~~tion in surhisticated m!thodolo~ies tor se1ectins tdrgets 

for syte~ic enforcement activitits h~s been ~inimdl•''l~J The 
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EEJC al~~ claims to tdkc into account c~m~unity reputation, past 

ch3r~es, nnd the size of the co~p~ny. lt av~ids l~rce comrrlnies, 

f injin ~ them too h~r~ cc digest. Y~t this tar9etting syste1~ hos 

prJj~ced relcti~ely few systemic char3es. There Is little evi­

dence tc su59~~t that t~e EE0C has f~cuseo its attention on lar9e 

f ir~s that syste~atic~lly discri~inate. I argue, ho~ever, that 

1 iti~ation unoer Title V!l by private parties and by the E~LC 

constit~ted the cuttjng eoge of ~overn~ent ~nti-ai~cri~in~ticn 

pol i~y. 

The entorct~~nt of Title Vil throu~h the courts hes lea to a 

si~nific~nt improvcm:nt of the employm~nt and occ~pational status 

~t mi norities. &et~~en 19b4 dnd 1961 more than ~coo case s ct 

liti~ation undtr Titl~ Vil were deci~ed in the Feceral Dis~rict 

courts. More than 11700 of these •er~ class action suits. Tnese 

are the tip of an iceberg consisting of cases settled out ct 

~ourt, or decided in st~te courts, ~ut these cla~s action deci­

s i~ns ~r~ likely to ~enerate the most publicity, result in the 

lar~~st ~~ards, aro •ff€ct th~ ~~st p~ople. 

In re~ression~ ~f the chdn3e in the percen~dge ot workers in 

an ~ccupatio~ who ~re memoers of ~ pr~tected group on num~er ct 

Title VIl class P.ction suit~ per corporction, percentage ct 

em?loymcnt In ~n ind~!try by Stdte cell that is in feder&l con­

tr~ctor ~stsblishmcnts under the dtfirm3tive action obligdtiun, 

an~ a lag~~d dtpendent varia~le, Title VJI liti~otion leoos to o 

~ojerat~ yet si~nitic~nt imµrovement in the poslticn ot black~. 

Ta~h. !.3 prt:st:nt:; the regression resJlt~, and Table !>.ct sur.:n:ar-
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iz:s the impact of Titl~ VII liti;ction. In every case con-

sijereo In Taol~ 5.3, Tltl~ Vll liti~oticn plays a si;niticant 

role In increc.:;inr; blue.ks' empl:>1mc11t shc:re. 

For examplt, between l9bb ana 197~ the proportion ot all 

•orkers in manufact~ring who were black increased from .Oti t:> 

.12. un avera9e, ~ Title ~II class action suit per corporation 

rais~s this prorortion by .277. Since there were an averdge ot 

.011 such suits p~r cor~oration in a state by industry cell, 

ab~Jt 7 percent nf the i~provement in black employment share c~n 

be attri~uted directly to Title VII litigation. The i11pcict is 

even more prcnounc~d tor black fe~ales. This counts ~nly the 

direct effects of liti9tition on tirws in the same industry and 

Stite. ln particular it does not ~ount the spillover etfects 

~nto firms in other ind~stries and stotes from establishing creo-

ible threats and widL-ransing l~3al precedents. Jn fact. the 

3r~dter such spillov~r, the l~ss the differential iffipact ot Title 

Vll esti~atec here. 

Th proportion~t= imp~ct ~f litle Vll litigation is s~mm~r-

ized in ldble 5.~. lhis 1 itigation hu~ hac its strongest im;>act 

in ttte \·:?lite-cellar occ1.:rations. bltick sairas throush litle vll 

hd~e been most striking in protession~l ~no mana~ement positions, 

.··: su_ig1.:stin; thot Ti~lc ~II 1 iti;a-:.ion has creeite<l pressure for 
~. · 

~ccu~ation~l ~dvoncement as w~ll dS e~?loyment. 

This analysi~ tr~a~~ litigation under Tit1e Vll as e~o-

If one ~clie~cs that litl~ Vll suits thut r~ach a o~ci-

si~n in the federal DisLrict Courts are more prevalent in firms 
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~ith gro~ing bleck Cffi~loyment, then the estimat~ presenteo her! 

~i11 be t1a~~d upw~ro~. More plausibly in my judge~ent1 it 

:liscrin1ination lead~ ttt both stasnant levt-ls of black employi11ent 

anj to litisation, then ~f estimate of the impact cf Title VII 

•ill be biased oo~n~drd!, ano the positive results shown here are 

th3t much more nctable.{b] 

Ti:le ~II litig~tion pl~1~ a si~nificant r~le even ~hen con­

current affir~stive action pressure under Executive urder !1£~e, 

th~ effect of ~hich h~s already been established, is controll~d 

for. ln discussing ~ur previous establishment level results, th~ 

possibility was rais~u that tne ~bstrved i~pact of ~ffirmative 

acti~n ~lght t~ exa~serated b~cduse it incluoed part ot the 

im?act of the omit~ed Tit1e ~11 variable• There is little evi­

dence her~ to !UP?Ort this omitted varidble bias conjecture. 

Acro~s state by industry cells, the correlation bet~een litle VII 

suits and contr?.ct~r ~tatus •ei9hted by employment is only .1~, 

so whil~ this do~~ not ~peak directly t~ th~ issue cf c~vdriance 

at tht: estaLlishraent level, it is ~nli~ely that the contractor 

effect found in Chdpter 4 is really d Title Vll effect• In tnose 

detaile~ ~st~blish~~nt level tes~s ~c touno th~t attirm~tive 

3ction \·1ork.ed in com;>l il'.ated "'oYS• and that es·tabl ishment growth 

and cor~ositi~n also had si~nif ic~nt i~p~cts on protected sro~? 

!m;,l~>yn.•;nt. lhe result! in Tdtle 5.3 are at a much higher level 

::>f o~gregation in which these ii::portant control vc.ricsbles are 

~mltted. In thtir absence, dffirmative action still incr~dses 

~l;:,ck t.:~iploymer.t, ;>.;t the t:ffect is r1vt c.s lorye or signitic;;nt. 

Th? im~~ct is lor~cr tor bldck ttmales, ano in white-collar 
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:>ccukat tons.• 

Ccn~iderins the le~el of &ggre~ation, and the oruitted com-

?le~ inter~c~ions, :h~ relatively s~all impact cf attirm2tive 

acti~n is .not surrri~in5. If simildr omitted variatle ~n~ assre-

~a·-tion l>iases c;rc a 't won c.t the re latively large ill'ipoct of Title 

VII is ~ven more ~~rikir.s. lhe advdntage of a9gre5ation to the 

st3tc t •\' indu!.try level is that it ~aY reveal something aeout 

spillOV(;re Su~po~e ccntact~r ~stablishments i~creasec their 
. 

!m?loyment of ~inoriti~s an~ femdles by hiring them a~~Y 1rom 

non-co~~ractor es~~bl istments in the same industry and stdte. ln 

this inelastic SU?PlY case, total minority anG feru~le e~ployment 

•ithin g state by indus~ry cell n~eu show no relaticn to the ~re-

valence of contractor~ ind cell. Such negative spillover may 

hel? ex~lain the rcl~ti~ely sm~ll im?~ct of affirmative action in 

the ag~regated s~m~le. ln ~ontrast, ~hile aff irm~tive acticn 

re~~lation ap~lies only to federal ccntractor s, Title Vil la~ 

applies to nearl y dl l emplo1ers, so th~ liklihood of such n~go· 

ti~~ spillover is correspondingly diminished• When the ~n~l~sis 

is replicdte~ ~ith dis~9gregdtea d~to ~t the es~atlishment level 

b~t~~en 1974 dno l9o0, toth Title Vll ~nd atf irm~tive action nav~ 

str1J11g ana significant f.ffects on the ~!llplo..,.ment of blC1ck IJlales. 

We hDvE sc~n 'the:: aL!:olut~ nutnbt:rs of minoriti es and females 

increase rapidl) in cltrical and b lue collar jobs in manutactur-

in;;. ~r: o whilt! fei.. .,.omtn or minorith:s are err.vloyec as mana;ers 

:>r pro&~ssicndl~. their pr~portion~l represent6tion in these 

~cc~~ations h~s ffiore th~n cou~ lca for w~men, · and quadrupleo fer 
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ninorit·,· men. Gc:.v::::r nt1e:nt f)Cl icy, through the e nf orceme nt of 

anti-di~crimin~tion and affirmative action laws has playea a sig­

nificant role in lncre~sin9 ~~ployme~t opportunities fur minori­

ties. In the neAt sections ~e turn to the question ot Whether 

this inte9ration of the ~~rkforce ha~ had signif ic~nt procuc­

t i ,fi t y costs • 
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Opr~nenl~ of civil rights and ~tfirm~tive action hcve ar~ued 

th<lt er~;:. loyers wt-re discriminating on the basis of merit, not on 

tn~ ~asis of race of ~e~. lf their ccntention is correct, th~n 

30Jernment policiPs th~t favor the hiring and promotion of minor­

itie!t and wom~n ~hci;ld cause a decline in their relative proc,~c-

tivity. Equdl ray restrictions ~ill corupound the inefficiency. 

Th~ hypcthesis inhcr~nt In this ar;um~nt an~ to be tested in the 

followin; sectio~~ is that the relative marsinol productivities 

~t minorities and fe~ales have declined as their employ~en~ has 

increased, and ha! no~ moved t~~ard e4uality with reldtive w~9es. 

To clarify the iss~es to be resolved, we use a simple mooel 

~f discrimin~tion of the type orisin~lly proposed ty ~ecker. As 

is #~ll kno~n. s~ch modEls cannot s~pport an e~uilibriu~ witn 

persistent discri~ination, a~sent ~n on;oing flo~ of peopl~ ~itn 

-eilth to spend on discri~ination. ~E assume co~µetition weeos 

out th~ unprofituble discriminators slowly, so at onY point in 

tiTie we can observ~ a trmporary equilibrium with ~iscriTii~aticn 

in 111hid1 firms are slowly runnin:;, ~own th~ir wec3lth• 

Assume there arc two types ct firrr:s, distin~LJisheo by 

~hether or not ~he¥ ~Jscriminate. lhe firms th~t ciscrin1 in~te 

a~ainst Dlacks will hire them only ~t ~rate ct P~¥ belo~ their 

~~r3in~1 product. lt ~f obs~rve thdt the r~tio of bl~ck tc white 

TI~r3in~l products is ;rcater than the r~tio ot ~Jack to wtite 
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~";~s, we infer di~criminotion against bl•cks. The e~tent of the 

~i~er~ence is a ~~dsur~ of the prevalence dnd Intensity ct 

discrirr.ination. 

Let tirms produce output Y trow c~pital K and labor L of tw~ 

colors: ~ and 9. 

I 2 3 
Y- t° K 0 (l 11 + cL,) 0 (1) 

we assume lo~or ot type ~ is a perfect substitut~ tor l~bcr 

ot typ~ B ex~ept tor a sc~ling factor t, the ratio of ~dr5incl 

pr~duct of ~ to A. ~e shall rela~ this restriction in loter 

empirical won:. 

A non-oiscrirninatir.g fir~ taking the prices of labor wA and 

WB as 9iven will hire l~bor to satisfy the first order conoitions 

for ~rofit maximiz~tion: 

w, c-­w,. (2) 

jiw~11 th~ assum~tion of perttct sul>stitution, this rr.oy eGsily< 

lead to corner svlutions. 

A ~iscri~in~tin~ firm is assum~a to maximized ~tility tune-

U - .,, - dL8 (3) 

~h~r~ c is ~n index of the taste for di~crimination. Solving tne 

first order condition fer utility m~ximiz~tion yields 

• 

w, + d c---­w,. (4) 
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lf both type! of firms hire in the same labor mdrkets, a 

te~por~r~ e~uilibriurn will b~ at W& ~ c~~ - d, where d now m~as-

ures b~th the int~nsity &nd the ?revalence of oiscrlmination. 

~obile labor ~ill enforce the con~tdncy of o across m~rkets. 

Note that w~ Dssu~r tirms take the -age rates as given. ln 

?articular this me~ns that non-discri~in~ting firms will hire the 

~iscriminated against workers until their mcrginal ~roduct equa}s 

th~ir ~arket w~oe. The estimat~d marginal products, like the 

«a;es, refl~ct ciscrimination as w~ll as inherent otilities. lt 

is crucial to reali~e that what cistin~uishes the color anc se~ 

olind from the discriminator in this model is the civer3ence ot 

relative productivity from relative wa;e. ke shGll measure both 

the levels ano the ch~n~e in that divergence. 

A finding that the wage ratio is equal to the productivity 

ratio need not prove the absence of discrimination. Consioer the 

extreme case in which productivity is d chardcteristic of the jcb 

injepenc~nt of the ~er~on who holds it, and ln which discriming-

ti~n takes the form of ::.egreydtin!:f ruinorities and won1en in lot111 

pr~ductivity jobs. ~ote again, this c~nnot oe a tull eGuil ibri~~ 

if productivity is at all an individual characteristic. but in 

this plausible ~orld ~iscrimination ~ill n~t be ots~rvable ~s a 

divergence betriee~ Wd~e ratios ~nd ~rcductivity r~tios. lo the 

extent that this occupational ~e~r&satlon model accurately 

~escrib~s the ~orld, u~r results will b~ biaseo ~yai ~st tincing 

discri~ination. ~y itsE1f, however, the occup~tion~l segre~~ticn 

hOd~l hus d fe~ li~it~tions. First, most of the v~riance in 
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~a~!s is within, not ccross, occupations. ~t the broad 1-aiyit 

census cccupatfon le~elt ~or~ than 90~ of the tot~l variance in 

#a~es is within occ~pations, even when race or sex Is controlled 

for. Consioerabl~ wtt~in occupation dispersion remains even 

•ithin ruore f in~ly detailed occu~atlonol categories. tonsiaer 

the stereotypical black male janitor and the female secretary. 

In 1970 the me~ian earnings of the former were S4,Z2~, ~ell belo~ 

the ~ale median of ~7,blO. &ut 14~ ot all olack male janitors 

earned more tt.c.n ~7,000. ln 1970 the median ec1rnin9s of terr.ale 

SP.cretaries were ~~.79b. but l~~ of tne secretaries earned more 

than 17,000. "ithin detailed occupations there is consio~rcble 

•a; e variation that simple occupationul segregation models oo not 

expld in. Second, the occupationdl segregation ~odel does not 

seem well suited to ~xplainin~ the inequality of wase and proouc­

tivity rQtios or their ~ovement towards equality over ti~e. 

We can also make inferences concerning discrimination ~y 

co~?arin; the ch~n9e in relative pr~ductivit~ over time with the 

ch~n~e in other indic~tors of ability, such as relative eouca­

ti~n. If the measured relotive productivity of ~inorities and 

fenales has increased more thdn their r~lative ability, thtn we 

are led to suspect a diminution of pa$t discriruination. 

The effect of the changing seKual ano rdcial ccmposition of 

th~ ~ork force on proJuctivit) can be esti~ated using 

prjduction-function tcchr.iqu~s similar to those ~hich have ceen 

used to investiDute the etf~ct of differences in wor~~r quality 
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lGriliches,_ 1967) ~nd of unionization (Bro~n and Medoff, 1~7~) on 

output. 

We begin riith a modified Cobb-Dou~la~ production function, 

•hich in lo5arlthms can be thou3ht of as o first-order approxi~a-

ti~n to a mor~ gencrdl production function. • 

(5) 

..,here Y is output, K is capitdl1 LW~ is white-male labor, l~~ is 

non-white male labor, ~nd LF is fcffiale labor. The Di are a vec-

tor of region~l ~nd industry dummy v~riables. 

The parameters Cl and C~ retlect differences in the prod~c-

tivity of non-white male to white male and of all female to white 

male la~or respectively: females being C2 times as ~roductive ss 

«hitE males. 

Lrt L :: Lw.u + Lut + L, 

P 
- LR,\I 
i=L 

L, 
P2=T 

Factor in; out L from CG~ation (~) we find: 

Taking n3tural lo~arithms: 

(t>) 

'7) 

A;>plyins the Taylor series 0J)prox.ih1ati::>n tha~ ln(l+,...) is dN:- rox-

im3tely equal to x for x < l yields: 
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(b) 

~hich i~ our tasic esti~atlng equation. 

The error of ~pproxlmation ~oes to zero as ?1 and P2 go t~ 

~ero, and as Cl and C2 go to l. ln other words, for work forces 

~ith small proportions of black and female workers or with s~all 

d)fferences in rroductivity across groups the error ~ill be 

small. Under the hy~othesis that there is no productivity ~if­

ferentiul across ~roups, the approximation is exdct. 

Eq~~tion (8) is the key relationship to be estimateo here. 

The productivity ditfcrentidl Cl is identified as one plus ~he 

ratio of the coefficient on Pl to tht coefficient on L. This 

yields productivity differentials between ~inority and white 

~ales, Gnd betweer. females and white males, controlling for occu~ 

~ati~nal distribution and industrf ~nd regional chcracteristics. 

With datu from two years we can pool cr~s~-sections to 3~t 

~ore accurate esti~ates of the average pro~uctivities ~cross 

ti~e, and of th~ chanie in production o~er time. Fer the first 

"e estir.;ate: 

~n Y, - B AlnX, (9) 

~her~ Xt is the v~ctor of inputs int~ the procuction function. 

This sµecification assumes constant elasticities, b, over ti~e. 

For the secona we E~tim~te the equation: 

In Y, - In Y,-1 - B, lnX, - B,-1 lnX,_1 ( l 0) 
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This specification allows us to difference 
\ 

out any · unob~e::rved 

industr1 by state ~pecif ic cons~ants with st~ble imp~ct ov~r 

ti~e, without imposing the restricti~n of constant elasticities 

:>ve r ti r.ie on the V'1r i ab 1 es of i nt~r est• 

The ~odel will be estimated for l9bb and 1~77 at the state 

by Z-di~it s.1.c. Industry l~vel of a~gre9ation in ~anutacturin9. 

This re•1ulred the formation of a new cata·set, merging data from 

Census of Manufacture~, Annual Survey of Kanufactur~rs, tGual 

Em?loyment Opportunity Council Reports, and ~.L.S. input-output 

stud;es. A description follows of the construction of the m~jcr 

~ariables. Capital, materials, and outputs are expressed as the 

natural losarithms of thousanos of 197£ collars per establisn­

~ent. Labor is measure~ in t~e natural logarithm of thousands of 

hours worked p~r year ptr estdblishment. 

For this st~dy the first ~onsistent measure ot real c~pitdl 

st~ck by st~te by industr1 was created. Using th~ perpetu~l 

in~entory technique, the a.L.S. cev~lc~ed net capital stock meas-

ures by 2-di~it industry nationally in 1972 prices. l allocattd 

this net real stock ~f capital by inaustry for l9b4 across Stdtes 

&ccordin~ to each st,te's Sh3r~ of 19~4 book-value of capital. 

For exanple, if Ghio accounted for 10~ of the book value of capi­

tal in the fooa ind~stry in l9b4, it was allocated 10~ ~t tot~l 

19~i real de~r~cia~eJ c~pital.· The 1964 A.S.M. contains data on 
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ca?ital rent~ls and book value of o~ned capital by industry by 

state. The rental paym~nts are capit~lized at 10~ and acded to 

user owned capital to drrive at total b~ok value. 

To ~rrive ~t real capital stock in other years, the 196~ 

startin~ value is depreci~ted by an industry and year specitic 

d~preciution rate, &no real investm~nt by state by industry is 

adjed. The depreciation rdte is the ~eighted average of the 

industriul buildings rate of 3.61 ano the industrial eQuipment 

rate of 12.25 ~iv~n by Hulten and Wykotf llSSl). The wei;hts are 

the annual shores in notional real net capital cf p1dnt and 

equi ~ ment, by indu~try, as measured b) the e.L.S. 

Investment by state by industry is from the A.S.M. or 

C.J.M., and is dcflat~d by the in~ustry and year sp~citic price 

injex C:972 s 1.0) tor sross-investment i~plicit in the b.L.~. 

historical and constdnt dollar gross-investment series. 

Value ad~eo, is from the l9b6 ~.s.~. and the 1977 t.~.M. lt 

Is expre~sed in 1~72 prices, using the G.N.P. implicit price oef­

lator. I assume that discriminatin~ ~nd non-discri~in~ting tirms 

co~pete In the same product ~~rkets, so th~t the i~p~c~ ot d~mc­

graphi~s on ¥alue-ac~ed can be interpretea cs a ~roductivi~y 

~ffect r~ther than~ price effect. 

Totol la~or inputs ty industry by ~tate in yearly hours fer 
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?rJduction work~rs and in b~dies for non-production work~rs are 

av~ilablc fro~ the 19bb A.S.M. and the 1977 c.o.H. Non­

prJduct ion wor~ers ~r£ assu~ed to Mor~ 21060 hours yearly. The 

prop~rtion blue-colldr is the ratio Of reported production work­

ers hours to constructe~ total hours. 

The 19bb and 197B EEJC Reports on Minority and fem~le 

Employment provideo dc~a on the ~emographic composition of the 

#Ork force by industry ty state. ln 1978 I grouped •~ians and 

~ative A~ericans ~ith whit~s so as to be consisttnt with the 

E~JC's :96b 9rouping. The percent no~-white is the percent of 

Tiale workers who are black or His~anic. Females of all races 

ha~e been grouptd :o~ether because of their relatively small 

nunbers • 
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Relative minority dnd fe~ale productivity increasea between 

19()c ~nd lS77, a pt;riod coinciding with goverr1ment anti-

jiscri~ination ~olicy to increase ~~pl~yment op~ortunities fer 

~enbers of th~se 9rou~s. Thtre is no significant evidence here 

to support the contention that this increase in employment t~uity 

has had marked efficiency costs• The relative margingl produc-

tivities of minorities ~nd ~omen have increased as they h~ve ?re-

3resseo into th~ ~ork fotce sug;~sting ~hat ciscri~in~tory 

e~?loymcnt practices have been reduceo. 

In separate cross ~ection reyressions in l~bb ond 1~77 ot 

value added on capital, tot~l l~bor, percent non-white male and 

percent female, cont~oll ing for percent blue-collar, industry and 

re;ion (Table 5.5) only the coefficient on percent non-white male 

in 19bb is sisnificantly negative. At the 95~ confidence leveJ 

~e · cannot s~y non-white m~les ~ere less productiv~ than white 

~ales in 1977, or thdt fe~ales were less productive than non-

•hite r.;gles in l~tb or 1977. The ?CJint estimates indicate that 

non-white msles ~Pre .be times as pr~ouctive as their wnite coun-

terp~rt~. ~nd th~: fc~~les were .75 time~ as productive as white 

~al~s in 19bb. As e~uotion (2) of Table 5.5 sho~s, both th~se 

ratios had in~reased ty 1977, to .71 anc l.01 respectively. un 
their f~ce, thest nu~bers sug~~st Increases in the ~roauctivity 

~f ~rot~cted uroups, p~rticulorly terndles, as the ~ork force has 

~e~n inte3re:st~d. 110.,,, si5nificein't is this increase in proouc-

tivity? ~ol very. T~ble 5.b shows a 95~ confidence intervdl tor 
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the esti~ated r~tios of ru~r3inal prod~cts, t. Since c, ·in the 

case of fe~~les, is identified as CaF/SL~)+l, I tdke · the covdri­

ance structur~ of :h~ estimated coetf icients into account in con­

structin; th~ a~ymµtoticall1 correct c~nfidence Interval. The 

esti~atco bLH d~crcases ~Y .21 standard errors when bF incrtases 

by one• Usin~ thi~ technique, as BF varies oy 2 stanosrd errors, 

the ratio of ~ar~inal products vari~s from .44 to .91. The wiatn 

~f this confidenc~ interval md~es stron; policy conclusions qyes­

ti~nable, since t~c r~tios of r.arginal products are not precisely 

~e~sured• 

Cot~ariny these e!timat~d productivity ratics with wage 

ratios, we find stron~er evidence of se~ua1 discriminacion tn~n 

~f rdcial discri~ination. From the 19b8 and 197S Current Porula­

ti~n Surveys l obtained the yearly earnings of full-time full 

year ~orkers. GvPr thi! time period, the ecrnings ratio of llack 

to white m~les increased trom .~9 . to .73 while the ratio ot 

fe~ale to white ~ale earnin9s incre~std sligntly frcm .53 to .~q. 

•a;e ratios sho~ similar pdtterns. Across races, the ecrnin;s 

ratios do not differ si~nificdntly fro~ the productivity cif­

f~rential s. Across sex~s, in 1977) th~ earnings ratio is signi­

ficantl~ less thdn the prod~ctivity r~tio. The stability of the 

fe~ale ~o male ~39~ r~tio contrasts ~ith tn~ estimated incr~ase 

in rtl~~ive procuc:ivity, and suggests ~omen have ~een ~~le co 

incrEase their ~~ployment in manutacturin~ unly by acc~pting 

#~~es ~~low their Q~r;i~al products. Again, l stress that these 

co~p~risons ~re only s~~g~stive in light of the impr~cisicn ot 

the esti~ated r~l~tive rroouctiviti~s. 
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On~ criticis~ of Lhe use of value-adoe~ as a measure ot out­

?Ut is th~t if rro~uct ~ark~ts ~re not competitive then cnanses 

in v.aluc.-added n.2·1 correspond t:o 11rice, rather t:hein ou~ut, 

effects. In this re,ard, it is notable that in regressions ~t 

t9tal c~mpensation on dem:>graphics in this same data set, tne 

resulti~~ estim~ted r~tios of temdle to white ~ale, ana ot non­

~hit~ ffiale to white male earnings both declined between l~bb ana 

1G77. Thi~ doe! not ~upport the ar~ument that the productivity 

. !qJdtions.are rt~ll~ w~~e equdtions in disg~ise• 

It is plc;usi~le th~t won.er1's pr:>ductivity increasea fC!ster 

than tt.cir earnings if occupiltional se~regation broke dc.~- r. and 

wo~en tound th~meselvcs reall~cat~d to the bottom ot more produc­

tive jo~ l~dders. ~ut this raises an alternative explan~tion of 

:>ur resclts that noes not entail discrimination. lt is possi~le 

that women ·have movec from dead-tnd occupations to occupa~ior.s 

that rt,;uire an irwestif1t:nt in human capitr.J, and so recuir the 

~ork~r to acceµt a ~~se below ruarginal ~reduct at the be~innin3 

of her career. Sine~ mEn are spr~ad over the tenur~ oistricu­

ti~n. ~heir ~~~~ ~qutls their marginal product on ~verag~. Gn 

the ~thtr hand, ~he recent influx of fe~ales implies relatively 

~ora will be invrsting in human ca~it~l on the job, ano on aver­

age their margindl product mat exceea their wage at this point in 

their working lives. Jn the othtr hanc, the rous;h evidence: on 

the prorortion of ~1o:i1en in ni:;hly sldllec! jcos ooes not strongly 

SU?part this or~ument. For eAample, the percent~se ot wo~en 

e~~lvyec as mon~~Prs ~nd prof~ssiondl~ increasea frcm 3~ in l~o~ 

to 5~ in io7~. hhile t~is represen~s a high growth r~tE in 
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th~se sLilled oc.c.upat.ior.s, it still remains true that few wo1J1en 

are employed in such µrofessi~ns. 

The 5ener~l result~ foun~ abov~ are not dep~ndent upon the 

assu~ption that workers of all races ano both sexes are pertec.t 

substitutes, nor ?.re they depenoent upon the assumption ~hat the 

el~sticity of output ~ith r~spect to capital is constant across 

ind~~tries. I dispense with both of these si~plityin9 dssump• 

ti~ns in Table 5.~, in ~~ich d partial trdns·log production func­

tijn is ~stimated in which capital is interacted ~i~h industry 

d Ullin i e ~ • This srccif ication places no restrictions on the etas-

ticity of substitution t-etween types ot labor, or on capitc.l's 

sh~r~ of output by induttry. 

Thr. estimattd elasticities of ~ubstitution, ~ , are closer 

to one than to infinity, but this ~atters little tor the 

~sti~at~o margin~l proc~cts, c. Bet~een whit£ mdles and non­

~hi~e Males ~ ~reps from 1.11 in l9bb to .b9 in 1~77. ~et~een 

~hite ~ales and fP~ales ~declines sli;htly from .b~ tb .61. As 

the skills ~nd :r~ininy of fe~dlts and non-whites sppro~im~tto 

th~se of white rnales, o~~ would h~ve expected thes~ ~lasticities 

~f sutstitution to increase. The~e ela~ticities are all calcu­

lateJ at sample ~~ans, controllins for ~ccupationsl oistribution. 

In th~ trans-le~ specification, bet~een l9bb dnd 1977, the 

r~:i~ oc non-~hitP mdle to ~hite Male ?roauctivity incr~a~ed tro~ 

.49 ~o .~2. Cver th~ s~me period, the ratio of femclt to white 

~~1~ ~roductivit~ increaseo tro~ .92 to 1.10. tomp~reJ tc the 

results obtaineo a~sumins perfect suostitutes, th~ ratio of non-
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~hite m~le to white ~~lE proo~ctivity starts at ~ Jcwer level but 

increases more, ~~il~ t~e ratio of female to male productivity 

st3rts ~t ~ hi~her l~vel but incr~ases less. tonc~rnins tht oct­

to~ line, even wh~n the assumptions of pertect substitutes and 

constant capit~l shar~ ~re relaxed, l ~till find no signiticant 

~vid~nce ot a declin~ in the relative productivity cf 1rinorities 

~r t~~~les. The roint ~sti~ates suggest th~t their relative pro­

;uctivity has Increased. 

Th~ finding that the increased employment of minorities ~nd 

females has not brou;ht about a decline in their relative margi­

nal ~roductivity is logically distinct from the ~uestion of the 

im?~Ct on the avera~e mar~inal productivity of laDor ot this 

ch~nge in the comrositi~n of the ~orkforce. The point estim~tts 

for 1977 in Table 5.e indicate that ~inority m~les are roughly 

sixty ptrc~nt as rroducti~e a~ white males at the margin, and 

that fc~ales are ten percent mor~ pr~ductive than white males. 

~ultipl~·ing thes~ rel~~ivc mor~inal productivities by the change 

in ~inority and female employment share in manufdcturin~ trom 

Tat,h: 5.l, l fir1d th~t the rotio of the ll!arginc.1 prcduct of tt.e 

av::r.:;ye worker ~o the 'llar~inal µreduct of c. white Tf;,lt: woriltr 

fe11 by only .oo7 du~ to the chan~in~ composition of the wcrk­

force. This decline is small because non-white moles are stil1 a 

s~all minority of the wcrkfor~~, dnd because the prcductivity of 

r~~a1es is estimotcd to be sr~ater th~n that ot ~hite ~ales. 

One interpr~t.Jtion of th~ incr~dse in the relc:tive proauc­

tivity of ncn-~hit~s inG teTI~les is th~t they h~ve be~n re~llo-
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cat~J tc jo~s mor~ suit~ble to their skills under the inducement 

~f Jnti-discrin1 in~tion la~. An index ot occupation~l status · in 

nanufacturing formed by wei9htin9 the occupational distribution 

by the · ~edian Parnin~~ in l9b9 ot tull-year mele workers 

incre~scd ~y 1.1~ for non-~hite mdl~s from l9bb to l97e. Over the 

sa~e pcri~C the te~al~ indeA lncr~ascd by just z.3~ • For c~~­

parison th~ White male indeK rose by ~.b~. Put another way, the 

ratiJ of non-white ~ale to white male occupational inae~ 

increased trom .84 to .eti, while th~ female tc ~hite male r~tio 

ictu~ll~ declined slightly from .b8 to .bl. Thi~ evidence ot net 

~ccupational adVd~ce ~cross bread occupations in manufacturing 

~a v pl~y a role in c~~laining p~rt of the increa~e in the rela­

tive productivit) ot non-~hite m~les, though not that ot females. 

Productivit) incretses mdy acco~pany higher levels of eauca­

t Jjn as well as eriployment in ~ore skillec occupations. we would 

ex?ect to observe the SLme increas~ in relative rroauctivit~, 

~bs~nt anti·discrirnin~tion efforts in the lsoor market, it minor­

it;es and femal~s bec~m~ relatively better educated. ~re our 

jbserved productivity incredses ou~ then tc imprcv~c educdtion 

rather than integr~tion? Takin3 the ~edian number of years ot 

school co~pleted fro~ ~drch CPS samvles between l9bt ana 1~77l7J, 

we find in T~ble ~.9 th~t the ratio of non-~hite ~~les' ecucation 

to that of white ~~Jes hss increased from .bl to .9~. Among pro­

fession~l ~ ~nd ~.on~9ers, reldtive non-white m~le educdtion h~s 

actudlly fallen to~~r~s equality. In l9bb a non-whitt male 

n~na~er or profe~sion~l ~~s likely ~~ DC ~jre hi9hly ecucatto 

than his white ~uunterp~rt. ~y 1977 thi~ ~as no long~r the case. 
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Ta~le 5.9 also su~ge~ts that e~ployers did not find It necessary 

to lo~~r their stand~rds to increase their non-~hit~ em?loyment. 

l"1;)n:; blue-collar workers, r~lotive ecucat.ion increased from .e3 

to .97. 

The level of fe~alE schooliny relative to that ot m3les h~s 

not increased, and so cannot explain the es~imateo ~roauctivity 

ratio increase. Just a~ in the racial comparJsons, fe~ale rela­

ti~e school in~ has fallen to equality a~ong manasers and protes­

si~nols, and incre~sed to~ard equality among blue-collar workers. 

~a~c~tion levels ~re ri~ing ~ore r~pi~ly amon~ blue-collar work­

ers, an~ especi~lly dmon~ minorities ~nd _ •omen. How~ver n~ither 

increases in eo~c~tion n~r broaa occ~~ational changes art sutf i­

cient to explain the relative productivity increase among women. 

The observed increase in both non-~hite an~ teru~le produc­

tivity ~ersists when ~ata fr~m th~ l9bb and 1977 cross-sections 

are · ~ool~d to diffcr~nc~ ~ut unchansin~ unobservec varidbl~s. lf 

In Y, - B,lnX, + &ln.Z + t, 01) 

~here Xt is a vector of obser~ed production inputs ono Z a vector 

~f unobserved input~, then takin; tirst cifferenc~s ~s in eq. 

(12) eli~lnates the z, wnich are dSSu~~d not to change over time. 

In r, •• -In Y, - B1+1lnX,+1 - B,lnX, + (e,.1-e,) (12) 

relatively ncn-restrictive. l t d 11 ows This specification is 

:ell-s~~cific cu~~tont! 

fr?ely ever ti~~. 

and it allo~s ~he c~efficients to v~ry 
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This spectfic~tion yielos point-estimates, and confidence 

interval~ similar :o th~ unpooled cro~s-sections. Jn laDle ~.1c, 

for the ~45 industry bt stat~ cells ~Ith ooservotions in both 

l9~b and 1977, 1 find that the ratio ~f non-white male to white 

~~1~ .productivity lncreLsed fr~m .~2 in l9tb to .bO In 1977. 

Jv:r the same tisn::, the rdtio of f.?11ole to white-n.ale produc­

ti~ity Increased fro~ .73 to .85. Confidence interv~ls are 

presented in l~~le 5.10. ~ven wh~n cell-specific const&nts ~re 

correct~d tor, th~ evidtnce still points to~~ra dn increase in 

Tiinorlt~ and feffi~lc r~l~tive _ proauctivity. 

In lable 5.10 note th~t the imprecision ot tne cro~s­

se:ti on~l relative pro~uctivitics is not due to omitted unchang­

in; cell-specific variatles. The ~stibated productivites fro~ 

pojlcd data ar~ ~lso imprecise, as are estimates ot the a~era9e 

prjd~ctivlty ov~r :i~e in Table 5.11.l~l 

· Th~ argument tn~t ~he int1u~ of minorities and wo~en h~s 

ca~sed ~ aecl i~~ in proouctivity can dlso be t~st~a in ~ more 

jirect ~3shion. In the 1977 cross-section production tunction 

re~r~ssion in Table 5.l~ we incluce oirectl~ a~ inoep~ncent vari-

3bles the chan~t in perctnt non-white male and ~ercent te~dle 

fro~ 1~~6 to 1977. Increases in the proportion cf the ~orKf~rce 

that were minority or female nad no Siinitic3nt effect en produc­

tivi'ty. 

ThP. evidence in thi~ ana the prcceeoin~ cha~ter is that 

~overnn; t:nt anti-~is..:rimination dnc .iffir1,ative action '-'rcs~ure 

has leQ to the incrcJS£d em~Joyment ~t members of prot~cted 
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gr~u~s. Most si~nif ic~ntly in the cese ot blacks. Th~ most 

~ivi~iVL ·question raise~ by affirmative action is ~hether it con-

stitwtes reverse discriminotion. ~pponents of this regulation 

ar3ue U1ilt it cau!CS cl ~out>le 11isallocation of resources that 

red~ces productivity. First. it forces firms tc e~ploy rela-
• 

tively less qualified ~inortties dn~ fe~ales, moving a~~Y from 

firs~ best efficiency. Call this the indirect productivity 

effect. Second, i: forces th~ firm to reallocate resources to 

co~ply directly ~itb rrsulations involving paper~o~k, test v~li-

dotions gnd personnel procedures. Call this the dir~~t proauc-

tivity <;ftect. 

What are the dir~ct costs imposed on firms by co~pliance 

•ith e(;ual employment opportunity regulations? According to a 

nu~ber of sirnp1£ Measure~. compliance costs about as much as most 

firms S?end on ~nnudl ~onuses. A Susiness Rounotaole stucy· 

developed f~r th~ pur~o~e of ~uestiuning the e~pense ot ~overn­

~ent rc~ulation, fjund 40 companie$ spending ~217 millicn in 

1~77, or ~78 per e~ploy~e.(9] This is .1r. of soles and 1.3~ ot 

?fjfits tor a ~rou? of compdnies accounting for 5~ of u.s. non-

!l' to ~150 ~~r e~pl~yee, ~ith ~T~T 3t the top. Of this total 

eq:Jdl er:;.·lo~ment oµp.:>rtunity cost of ;.78 per ernploYet• 7o~'• was 

for atfirm;tiv~ ~ction progr~ms. The E~uc.1 Employment Aovisory 

Council i~puted o cost of ~1.5 billio~ for the Fortun~ ~00 oasen 

~n ~ s~mple of 21 cDmpanies.tlOl The Congression~l kesearcn ~er-

~i=e guL~sed th~t ~l.~ till ion woulu pay for th~ cost ot attirTia-

tive ac~ior. for all non-construction contractors in 197~. baseo 
• 
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:>n a sanple of t.-n: the ~arner-L.;11t;ert Company spent t5~ per 

!m?loyec dnd 4tl~nti~-richf i~ld spent ~'~ per cmployte.llll ton­

c~rnins just th~ dlr~ct c:>st of an atf ir~dtive acticn co~pl iance 

revi~•• ;J l9cl t•ati.:.ac:.:1 Associi.tion of 'leinufacturers survey of ~2 

co~?anie~ ~ith ~n avero~e workforce ~t 50,0CJ found that bO~ ot 

the reviewed w~rc re~uest~d to ~ubmit Oota in dGdition to the 

AA?, at an avera~P. cost of ~3000.(12) A similar surv~y DY ~enotor 

Hatch•s Ldbor C.urnmittee of 245 contractors with an avera9e work­

force of 258~ in l9El r£p::>rted thdt ~C~ were asked to suo~it 

arijitio~~l dat~ ~~yond the AAP, at dn avera~e cost ot 

~24,000.ll3J The lo~ incidence of tinancial penalties in the torm 

::>f back-pay a1 . .srds throu3h conciliation agreements has alrec.cy 

:>een discussed. 

Concerning the indirect ~roductivity effects, AT~T pr~sents 

a rE~arkabJe ~~sc stu~y of the i~vact ot sovernment regulation. 

Jn January lo, ~973, ATtT ent~red into a consent aecree #itn the 

feJeral 9overnruer: thEt represents an eKtreme ot government 

intervention and rres~uT~. During the six year tenur~ of this 

initial cecree te~ol~ re~resentatio11 nearl~ doubled in m~na&ern~nt 

fr~~ 8.t to 17.4 rcrcentt ~no tripled in craft jots, trom ~.~ to 

~.5 ~ercent. A~ the s~me tirue minority represent~tion in m~nage­

~P.nt and croft po5itions roughly dou~led. ln the tace ot this 

forced and ur.:;11,etic influK, a per~onnel officicil ot ~l&T 5tated 

In an intervie~ that thry had foun~ no eftect of con~li~nce en 

?r~dJctivity or ~erfor~~nce. A r~c~nt £l~T internal ~tuoy con­

currea that fe~~1~ mana~ers ''~ana;~ri~l ~bilities sr~ ciecio£oly 

up to th:>5e o1 men of either yester~~Y er tOOdV•'' ~hile noting 
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tn;.t non-white n1ar?o;~rs where less nioti¥Gtec and less able th~n 

~hit~s.tl-J At AT'T wh£re th~ governffient has imposed scme of the 

bOSt stri .n~ent r~~uire~£nts for up~r~cin; minorities anc females, 

th~ tor~any hds compldinea far more of tem~or~ry mor~le setc~cks 

am~n:; white males, and of increased administrative and training 

costs, than of o dcclin~ in productivity. 

My finding is thdt neith~r affir~~tive ~ctlon, nor litte Vll 

1 iti~ation, have ~~o a significant i~~~ct on productivity. TEble 

5.13 pr~~ents il se~i-reduced form pooled cross-sectio~ ~roouction 

function. This equation includes two variables incicating 

;o~ernmcnt polic): T7, the nu~ber cf Title Vll class ~cti~n suits 

decijed between 19bb and 1977 in the federal Ois~rict Co~rts per 

esta~lishnent; and PC7~. the percent of employment in o state by 

injustry cell in 1974 tna~ is in federol controctor esta~lish-

~ents. These policy variables are used to test both for oirect 

anJ in~irect ~r~ductivity effects. The cnans~ in minority and 

fe11a1e c:n,ploymen~ betwet..n lCJob and 1977 can be pdrtitionec into a 

~oluntary chan;e ~nd ~ torcea, or ;overnment induced, ch~npe. ~s 

lllfe11 as capturin'.1 !.he direct proauct.ivity effects, the ~overnn.ent 

policy VDriables ?.lso rctlect the in~irect effect on ~roauctivity 

~f a fcrced chdn9e in firD de~ogr~phics. There i~ no si;nificant 

evidenct of a productivity etfect in Table ~.13. Title Vll li~i-

~ati~n t.~s a n~~~tfv~ effect, but one that is not significantly 

diff~r~nt fro~ ~Pro. The ;r~atcr tht percent of emrloyment in ~ 

c~ 11 th.:lt is in cnn tractor e stab 1 ish1T1cnts, the td sher tne pr oduc-

ti ·,dty, r;lthou:;t; this cveffic.ient is .also insi~inificant. 
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Lest one su~rose this dRta-set is incapable of disc~rning 

the productivit) eff:ct of re~ul•tion, note t~dt usin~ aata 

asse~bl~c by ~aynP Grdy on D.S.H.A. r~~ulotion, such re;ulaticn 

was fou~o to ha~e an a~verse im~act en procuctivity In this same 

Th~se results from a~gre~ate production function~ are su~­

portcd by inoepe~dent t~sts of the Impact ot changing cemovraph­

ics ~n corpordte rrofitLtilit1 at a sa~~le of ~ore than lu~c 

lar~e corporations !>etween l97't ond 1980. fEO data on coq.orr.te 

~eno~r~thics ~as ~~tche~ ~ith publicly ~vailable information en 

corp~rate prof its, as~~ts, and sal~s. In this discggre~otea 

an~lysis, there ~a~ no si~nificant · evidence th~t corpordtions 

th~t h~d high turnover or that increased their en~loymenL ot 

non-~hites or fe~21es h~~ suffered lower prof it rates. 

While the conclusions drdwn in this ch~pter ~ust oe temperea 

by · th~ lo~ si~nific~nce levels of ~ost tests. conclusions of a 

si~ilar nature ru~y oe drA~n from ~very det~iled study ot pl~nt 

lev~l procuctivity by Katz, Kochan, and ~obeille.Ll~l This stu~y 

~f industrial r~l~~ions rertor~ance at eighteen d~tomotiv~ assem­

~lf pl~nts ourin~ the l970's finds that the roce or sex of work­

!rs ~encrally h~~ no si~nif icdnt impact on ·productivity, corro­

boratin~ some of the fincin9s her~ for ~anufdcturin~ in general. 

The e~idence pr~~ert~o here is consistent ~ith eftrctive 

fej~ral anti-discri~inition dnd aff irrnative action policies tnat 

hri-.'! ler~ to increese~ ~n i rloynu~nt opportunities for minorities eina 

~o~en without ~ sisnitic~nt d~cline in th~ir rel~tive 

: . . 
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prod~ctivities. Thi~ su~gests that job redistribution has not 

entdilcc a lars~ efficiency cost, dn~ that government policy hds 

~a~~ pro;ress ir. flsh~ir.; discriminaticn. 




