
Ronald Reagan Presidential Library

Digital Library Collections

This is a PDF of a folder from our textual collections.

Collection: Barr, William: Files 
Folder Title: [Affirmative 

Action Studies] (4 of 7)
Box: 1

To see more digitized collections visit: 

https://reaganlibrary.gov/archives/digital-library 

To see all Ronald Reagan Presidential Library inventories visit: 

https://reaganlibrary.gov/document-collection 

Contact a reference archivist at: reagan.library@nara.gov 

Citation Guidelines: https://reaganlibrary.gov/citing 

National Archives Catalogue: https://catalog.archives.gov/ 

https://reaganlibrary.gov/archives/digital-library
https://reaganlibrary.gov/archives/digital-library
https://reaganlibrary.gov/document-collection
https://reaganlibrary.gov/document-collection
mailto:reagan.library@nara.gov
https://reaganlibrary.gov/citing
https://catalog.archives.gov/


- lb4 -

3. U.~. General Acco~rting Llff ice, ''EEUC Has Made Limiteo Pro-
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Table 5.1: The Influx of Minorities and Women into Manufacturing. 

1960 1966 1970 

% Non-White Male .06 .08 

%Female .24 .26 

Source: 1960 and 1970 Census. of Population. 
1966 and 197 8 EEOC Reports . 

.09 

.28 

1978 

.11 

.31 



Table 5.2: Change in the Demographic Compostion of the Work Force 
in Maoufacturin&, 1966 to 1978. 

1966 1978 

Total Employment 12,504,627 13,821,226 
% Non-White Male .077 .109 
% White Female .240 .256 
% Non· White Female .023 .059 

% Managerial aod Professional-Total .113 .152 
% Non-White Male .008 .036 
% White Female .047 .095 
% Non· White Female .001 .007 

% Clerical, 
Technical Sales-Total .165 .161 

% Non· White Male .014 .032 
% White Female .480 .581 
% Non· White Female .006 .044 

% Blue Collar-Total .722 .687 
% Non· White Male .100 .141 
% White Female .224 .235 
% Non· White Female .028 .070 

No~: The statistics are derived from a sample of SSS state by indus­
try cells with data for both 1966 and 1977 from the EEOC Reports. 
Asians and Native Americans are grouped with whites. 



Table 5.3: The Impact of Title VIl Litigation and the Contract Compliance Prog1am 
on Workplace Demographics. 

Dependent Title Lagged 
Equation Occupation Variable VII PC74• Dependent Intercept R2 MSE --

1 All Black/ .277 .009 .933 .035 .65 .0042 
Total C.083) C.011) C.030) C.009) 

2 All Black 
Male/ .250 .004 .869 .033 .68 .0036 
Total (.077) (.010) (.027) (.008) 
Male 

3 All Black 
Female/ .729 .041 .741 .058 .36 .0091 
Total U21) C.017) (.047) (.013) 
Female 

4 White· Black/ .136 .010 1.39 .019 .26 .0008 
collar Total (.035) (.005) C.110) (.004) 

5 White· Black 
collar Male/ .111 .007 1.29 .016 .32 .0005 

Total (.028) (.004) (.09) (.003) 
Male 

6 White· Black 
collar Female/ .270 .023 .898 .030 .17 .. 0017 

Total (.052) (.007) (.116) (.006) 
Female 

7 Prof es· Black/ .158 .00008 .943 .023 .17 .0004 
siooal & Total (.026) (.0036) (.124) (.003) 
Managerial 

8 Prof es- Black 
siooal & Male/ .144 .0013 1.08 .019 .17 .0004 
Managerial Total (.025) (.0034) (.13) (.003) 

Male 

9 Prof es- Black 
siooal & Female/ .315 .020 - .001 .030 .09 .0017 
Managerial Total (.051) (.007) (.035) (.005) 

Female 

10 Blue· Black/ .312 .010 .930 .043 .65 .0062 
collar Total (.100) (.014) (.031) (.011) 



Table 5.3: The Impact of Title VII Litigation and the Contract Compliance Program 
on Workplace Demographics. 

Dependent Title Lagged 
Equation Occupation Variable VII PC74• Dependent Intercept R2 MSE --

11 Blue- Black 
collar Male/ .267 .0027 .857 .045 .65 .0060 

Total (.099) C.014) (.028) (.011) 
Male 

12 Blue- Black 
collar Female/ .8S7 .062 .6S8 .068 .35 .0151 

Total C.1S6) (.022) (.043) (.017) 
Female 

•pc74 is the proportion of employment in a state by industry cell in establish­
ments that were federal contractors in 1974. 
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Tabie 5.4: Estimated ·Effect of the Number of Title VII Class Action Suits 
Decided in the Federal District Courts on the 1978 Proponion of 
Employment by Occupation, 1966-1978. 

Change in 
standard 

%~ deviation of 
Change in proportion 
proportion due to a 
due to a standard 

change in deviation 
%~ number of change in 

ME.AN Change cases per number of 
1966 1978 1966-78 firm cases 

1. Black 
Proportion 
of All 
Employment .081 .120 33 3_4•• .088 

2. Black 
Male 
Proportion 
of Male 
Employment .085 .112 32 2.9•• .083 

3. Black 
Female 
Proportion 
of 
Female 
Employment .056 .135 141 13.o·· .213 

4. Black 
Proportion 
of All 
White-
Collar 
Employment .Oll .042 282 12.4•• .150 

5. Black 
Male 
Proponion 
of Male 
White-
Collar 
Employment .010 .034 240 11.0·· .148 



Table 5.4: Estimated Effect of the Number of Title Vll Class Action Suits 
Decided in the Federal District Courts on the 1978 Proportion of 
Employment by Occupation. 1966-1978. 

Cban~e in 
standard 

%~ deviation of 
Change in proportion 
proponion due to a 
due to a standard 

change in deviation 
%~ number of change in 

MEAN Change cases per number of 
1966 1978 1966-78 firm cases 

6. Black 
Female 
Proportion 
oi 
Female 
White· 
Collar 
Employment .012 .060 400 22.s·· .210 

7. Black 
Proponion 
of All 
Professional 
and 
Managerial 
Employment .005 .029 480 31.6 •• .246 

8. Black 
Male 
Proponion 
of Male 
Professional 
and 
Managerial 
Employment .005 .026 420 2s.r· .238 

9. Black 
Female 
Proportion 
of 
Female 
Professional 
and 
Managerial 
Employment .011 .048 336 28.6·· .258 



Table S.4: Estimated Effect of the Number of Title VII Class Action Suits 
Decided in the Federal District Courts on the 1978 Proportion of 
Employment by Occupation. 1966-1978. 

Change in 
standard 

o/oA deviation of 
Change in proportion 
proponion due to a 
due to a standard 

change in deviation 
o/oA number of change in 

MEAN Change cases per number of 
1966 1978 1966-78 firm cases 

10. Black 
Proportion 
of All 
Blue-
Collar 
Employment .104 .150 44 3.o·· .082 

11. Black 
Male 
Proportion 
of Male 
Blue-
Collar 
Employment .109 .144 32 2.4•• .072 

12. Black 
Female 
Proportion 
of 
Female 
Blue-
Collar 
Employment .082 .174 112 10.s·· .196 

Nore: Estimated from regressions for SSS States by industry cells in 
manufacturing, with 1966 proponion of blacks in relevant category, and cell pro­
portion of employment in federal contractor establishments held fixed. 

•• Significant at 1 % level. 



Table 5.5: Cross-Sectiori Production Functions, 1966 &t 1977. Depen­
dent Variable. Value Added. 

Equation 1. 2. 
Variable 1966 1977 

Labor .65 .71 
(.030) (.038) 

Percent Non-White Male -.21 -.20 
(.088) (.106) 

Percent Female -.16 .007 
(.108) U28) 

Capital .38 .32 
(.025) C.028) 

Percent Blue-Collar -.so -.35 
(.140) (.164) 

Intercept 1.85 1.99 
U 12) (.146) 

Industry and 
Regional Dummies .Yes Yes 

N 513 536 
Rl .978 .957 

S.E.E. 
.024 .040 

Productivity Ratios 
C1: Non-wbite to white male .68 .71 
C2: Female to wbite male .15 1.01 

Note: Each equation includes 19 industry dummies and 3 regional 
dumrriies. Standard errors in parentheses. 



Table 5.6: Confidence Intervals for Estimated Ratios of Marginal Products. 

1966 

COR (BLH,BIUtl) - -.012 

ABRM 
BRM 
BLH 
c 

1977 

COR (BLH,BRM) - -.246 

ABRM 
BRM 
BLH 
c 

COR (BLH,BnJ - -.247 

ABpF 
BpF 
BLH 
c 

Note: LH - Total labor input 
RM - Percent non-white male 
PF - Percent female 

-20' 
-.386 

.65 

.41 

-2u 
-.376 

.67 

.44 

-20' 
-.41 

.71 

.42 

-2u 
-.25 

.73 

.66 

0 
-.21 

.65 

.68 

0 
-.16 

.65 

.75 

0 
-.20 

.71 

.71 

0 
.007 
.71 

un 

+2u 
- .034 

.65 

.95 

+2cr 
.056 
.63 
.91 

+2u 
.01 
.71 

1.01 

+2u 
.26 
.69 

1.38 



Table 5. 7: Means and Standard Deviations of Variables Used in Trans-log Esti­
mates. 

Mean Standard-deviation 

Variable 1966 1977 1966 1977 

White-Male labor (WM) 4.33 4.12 .93 .88 

Non-White Male labor (RM) 1.58 2.00 1.68 1.43 

Female labor (F) 3.17 3.36 1.23 .97 

WMi 19.58 17.75 8.21 7.39 

RMi 5.32 6.05 5.61 5.44 

£2 11.54 12.22 7.91 6.63 

WMxRM 7.Sl 8.85 8.45 7.19 

WMxF 14.26 14.28 7.27 6.17 

RM x P S.60 7.21 6.24 S.83 

Capital 6.33 6.Sl 1.26 1.18 

Capiral2 41.65 43.73 16.86 16.18 

Percent Blue Collar .766 .732 .096 .097 

Value-added 6.90 7.06 1.03 .948 

N sos S33 



Table 5.8: Trans-log Production Functions with Capital x Industry Interac­
tions, 1966-1977. Dependent Variable: Value-added. 

Equation 
Variable 

White-Male labor (WM) 

Non-White Male labor (RM) 

Female labor (F) 

"""2 

RM2 

Fl 

WMxRM 

WMxF 

RMxF 

Capital 

Capita/2 

Percent Blue Collar 

Intercept 

Regional Dummies 
Industry Dummies 
Capital x Industry Dummies 
N 
R2 
S.E.E .. 
Productivity Ratios 
C1: Non-white to white male 
C2: Female to white male 
Elasticities of Substitution 
u 1: Non-white males. to white males 
u 2: Females to white males 

.26 

.OS 

.32 

.OS7 

1. 
1966 

.00085 

.041 

-.0026 

-.093 

-.0043 

.S6 

-.oos 
-.39 

1.38 

Yes 
Yes 
Yes 

sos 
.98 
.022 

.49 

.92 

1.11 
.6S 

C.12) 

C.03) 

(.06) 

C.015) 

C.0023) 

C.009) 

(.007) 

(.018) 

(.004) 

(.19) 

C.01) 

(.14) 

(.60) 

2. 
1977 

.54 

.13 

.33 

.040 

.011 

.072 

. -.010 

-.128 

-.02S 

-.11 

.04 

-.38 

3.13 

Yes 
Yes 
Yes 

533 
.96 
.036 

.62 
1.10 

.69 

.61 

(.14) 

(.04) 

(.09) 

C.019) 

(.004) 

(.017) 

(.012) 

(.028) 

(.009) 

C.22) 

(.02) 

(.17) 

(.79) 



Table 5.9: 'Years of Schooling Completed by Race, Sex, and Occupa-
tion. 

Demographic Group Occupation 1966 1977 

Females All 12.3 12.6 
Males 12.3 12.6 

Females Managers & 15.3 16.0 
Males Prof essiooals 14.3 16.0 

Females Blue-collar 10.5 12.0 
Males 11.1 12.2 

Non-White Males All 10.0 12.1 
White Males 12.3 12.7 

Non-White Males Managers 15.7 16.1 • 
White Males Prof essiooals 14.3 16. l 

Non· White Males Blue-collar 9.4 1 t.9• 
White Males 11.3 12.3 

•1976 data. 
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Table 5.10: Pooled Time-Series Cross-Section Production Function 
1966 and 1977. Dependent Variable: Change in Value 
Added. 

Labor, 1966 .92 (.048) 

Percent Non-White Male, 1966 -.44 (.19) 

Percent Female, 1966 -.25 (.16) 

Capital, 1966 .14 (.04) 

Percent Blue Collar, 1966 -.65 C.24) 

Labor, 1977 .82 (.OS) 

Percent Non-White Male, 1977 -.33 C.18) 

Percent Female, 1977 -.12 (.17) 

Capital, 1977 .22 (.04) 

Percent Blue Collar, 1977 -.so C.23) 

Intercept .21 (.15) 

Industry and Regional Dummies Yes 
N 445 
R2 .77 
S.E.E. .028 

c .. 1966 .52 
C0 1966 .73 
c .. 1977 .60 
C0 1977 .85 

Nore: Beta reported for 1977, Beta for 1966, from equation of 
form: 
Y11 Y66-B,,X11B..X66 

--
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Table S.11: Pooled Cross-Section with Restricted Unchanging 
Coe.fficien ts. 
Dependent Variable: Change in Value-Added . 

A Labor . 87 
(.04) 

A Percent Non-White Male -.36 
(.17) 

A Percent Female -.22 
(.15) 

A Capital .18 
(.04) 

A Percent Blue Collar .51 
(.22) 

Intercept .22 
(.03) 

Industry and 
Regional Dummies Yes 

N 445 
R2 .77 
S.E.E. .028 

C1 .58 
(.17) 

C2 .75 
(.17) 



Table 5.12: 1977 Cross-Section with Chances in Demograph­
ics. 
Dependent Variable: Value Added 1977. 

A Percent Non-White Male 1966-1977 .06 
C.21) 

A Percent Female 1966-1977 .03 
(.18) 

Labor 1977 .66 
(.04) 

Percent Non-White Male 1977 - .15 
(.12) 

Percent Female 1977 -.18 
(.16) 

Capital 1977 .36 
(.03) 

Percent Blue Collar 1977 -.53 
(.18) 

Intercept 2.10 
(.16) 

Industry and Regional Dummies Yes 
N 445 
Rl .961 
S.E.E.. .036 



Table 5.13: The Impact of Government Policy On Produc­
tivity, Pooled Cross-Section Production Functions, 
1966 & 1977. 
Dependent Variable: Change in Value-,\dded. 

Percent of Employment in 
Federal Conuactor Establishments 

Title VII Litigation per 
Establishment, 1966-1977 

A Labor 

A Percent Noo·white Male 

A Percent Female 

A Capital 

A Percent Blue-Collar 

Intercept 

Industry and Region Dummies 

N 

S.E.E 

.00095 
(.00051) 

-.13 
(1.01) 

.87 
(0.04) 

-.34 
(.17) 

-.22 
{.15) 

.18 
(.04) 

.53 
(.22) 

.16 
(.05) 

445 

yes 

.77 

.028 
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.How harmful or helpful have unions been to the employment 

Interests of minorities and females? ln the political sphere, 

the AFL-tlO has often joined ~ith blacks and females In a fami-

1 lar coalition. In the ~orkplace, these groups have not been 

able to forge a unity of Interest. Open conflicts, including 

llti~atfon and demonstrations, have often emerged at the local 

level. 

This chapter addresses three related issues. first, what 

im?act have unions had on the employment of ~inorities ana 

females. To determine ~hether minority and female employ~ent hss 

been helped or hindered by unionism, the change during the late 

1970's tn the employment of male and female hispanics, blacks, 

whites and aslans Is compared across union and non-union plants. 

Second, how hav~ unions mediated affirmative action pres­

sure? The success of federal policies to improve employment 

opportunities for minorities and females depends not only on the 

response of employers, as this problem has usually been modeled, 

but also on that of unions. The study of the Impact ot feaerol 

anti-discrimination and affirmative action regulation is still 

youn3, and has yet to seriously address the role played by unions 

in ~ediating re9ulatory pressure. Union seniority pro~isions 

ca~e into sharp conflict ~ith equal employment opportunity policy 

during the sta~nant se~entles. while this provoked many anec­

dotes and law cas~s. the actual impact on employment ot this 
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conflict involvln~ federal, corporate, and union policy has never 

been studied with the attention it deserves. 

Third, why has unionization lncreaseo so dramatically among 

blacks at the same tt~e that private sector unionism is in 

decline? The study design here Isolates tro~ the contounaing 

effects of regional, industry or establishment srowtht directly 

controls for affirmative action pressure, and attempts to 

separate Individual union, establishment and demographic 9roup 

effects in explaining this growth. 

This study •nalyzes a ne~ and detailed longi~ucinal set of 

data on 1273 California manufacturing establishments between 197~ 

And 1980. The ethnic diversity of this state provides informa­

tive contrasts across hfspanics, asians, blacks ana whites. The 

analysis proceeds in five stages. First, we establish the 

expected roles played by unions, firms, demographic groups, and 

the ;overnment within the framework of a model of the supply and 

de~and for union and non-union labor. Second, we esti~ate the 

eean difference in demosraphic changes between union and non­

union plants using both T·tests and wei5hted 109-odcs regres­

s ions. Third, to Isolate a general proclivity toward unionism 

amon9 minorities or fe~ales from the behavior of uni~ns them-

.selves, we exploit the ~tstributlon of unions across establish­

~ents and industri~s to estimate differences across inoividual 

unions. Fourth, totes~ for spillover ana omitted variable bias, 

empl~ymcnt patterns among white-collar workers are also stuciea. 

The interaction of affirmative action with unionism is analyzec 
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in the fifth section, and our conclusions are summarized in the 

final section. 

The goal here is to open a new level of empirical research 

on the question of the impact of unionization on minority and 

fe~ale employment. 

Why should the unionized sector in manufacturing be any dit-

ferent in its employment of hispanics, blacks, asians, and women? 

In broadest terms, there are four major actors whose policies ~nd 

preferences are of immediate concern. These are the unions, the 

compan les, the dt:mograph ic groups, and the federal govern_ment •. 

In this section, we shall first place each of these actors within 

a model of minority and female e~ployment, and then proceed to 

discuss their expected roles. 

The demand for labor may usefully be thought of as: 

Lij 
0 sf( Ui, Si, Fij, Dij, Wj ) ( l ) 

where 

LIJ 
D • demand for labor of demographic group j by firm 

u s unionization 

s s skill requirements 

F s federal anti-discrimination and affirmative action pressure 

D s firm tastes for discrimination 

w s wage 
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The supp'y of labor is given by: 

Lij 
S • F( Gij, Sj, Tij, Wj ) 

~here 

G • geographic coRURuting cost 

S • skill availability 

T • average group preferences 

( 2) 

This model is presented chiefly to structure the following 

discussion of expected impact and paths. We shall return to it 

again at the end of this section to set up empirical tests that 

isolate union, demographic ~roup, establishment, and government 

effects. 

The first impulse is to ascribe differences between · the 

union and non-union sectors to the policies and practices of the 

unions themselves. The most obvious way unions can affect the 

deuographic composition of the workforce is by directly control-

1 fng hiring. The key distinction here is between cratt and 

industrial unions, or ~ore precisely and tautologically, between 

referral and non·rcferr~l unions. Under Landrum-Griffen, con-

struction unions have what is in practice a closed shop with the 

union of~en controlling who mdY be hired• Tne broac scope this 

g;ves to discrimination is revealed in studies which show evi-

dence of discrimination against blacks in the unionized cons~ruc-
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tion trades, but not In other unionized occupations. As the nis­

tory of the construction, !ongshorin9, maritime and printing 

trades shows, the legal restrictions on unions' control ot hiring 

are not always honored In practice. In California manufacturing, 

typically thought of as non-referral, it is not uncommon to trna 

sodifled referral clauses in collectively bargained contracts. 

Typically, the company agrees to notify the union first when a 

job opens. Of course, these clauses are carefully worded to com­

ply both with the closed-shop prohibition and with Title VII, but 

there is no law a~ainst discriminatin~ in favor of friends of 

union members per se. The question of referral practices in the 

unions is an empirical one that cannot be resolved by reference 

to contractual provisions or labor law. While the substantial 

differences betweP.n construction craft unions and others is 

universally acknowledged, there is no evidence that rules out the 

power of unions in the manufacturing sector to influence the hir­

in; decisions of employers. 

If 1 as seems reasonable, ~e grant the unions in manufactur­

ing some influence., then their attitudes become im~·ortant, ana 

these attitudes are strongly shaped by circumstances. First it 

sh~uld be noeed that minorities and females can undercut the 

union grievance system by ta~ing their case directly to the 

courts or the EEOC, as established in the case of Alexander v. 

Gardner-Denver Cof!'lpany, and this internal political consioeration 

may influence unions' attitudes. Hore importantly, to bar9ain 

effectively, a union must organize enough of its industry to 

reduce the elasticity of oemand for union labor. Unions faced 
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~fth an Industry employing substantial numbers of blacks or 

fem=les have typically found it in their hearts to take a more 

liberal stand toward the employment and organizing of such poten­

tial coinpetltors. (Ashenfelter, Fogel, Marshall). But these 

er~ss-industry patterns cannot easily explain the relative pre­

valence of blacks, for . example, in union plants within an indus­

try. Differences are relative, so an egalitarian union may 

appear angelic next to a discriminating non-union sect~r. but 

the historical record shows unions following, and forced to adapt 

to the relative lack of discrimination in the non-union sector. 

(Marshall, Fogel). 

Seniority is one of the ruling principles of inoustrial 

unionis~. It is well knOll'fn tha~ quit rates are much lower In the 

union sector, In response to strong seniority benefits, high com­

pensation, and the union voice mechanism. (Block, Freem~n). 

This in itself will tend to freeze the -orkforce and slow the 

entry of any previously discriminated against group, a point we 

shall return to later. So even in the absence of current 

discrimination, we would expect minorities and females to make 

slower progress in increasing their share of employment in the 

union sector. 

Since 1965 the courts have oft~n struggled with the problem 

raised by facially n£utral seniority systems that lock in the 

effects of past discrimination. The conflict bet~een union 

seniority clauses and federal anti-discrimination and affirmative 

action policy has been painfully exposed by recent recessions 



... , .... --. ,. ........ .,,..-.. ~ ,..·.;(. ..... . 

- 208 -

~hen last-in first-out union seniority clauses have helped unao 

years of federal pressure to increase minority and female e~ploy­

aent. The problem has been exacerbatea by unions' tendency to 

pr~~ote layoffs. (Hedoff). The law in this area is still 

developing, and was ~ndergoing significant changes during the 

period studied. Before 1977 the lower federal courts, most not­

ably In the case of Quarles v. Phillip-Morris, had judged senior­

ity syste~s that perpetuated the effects of past discrimination 

to be ille~al, and these early decisions ~ay have influenced some 

of the companies studied here. The blunt edge of these court 

decisions gave rise in a number of cases to difficult negotia­

tions to reassign -seniority rights and ~edraw seniority units. 

(Jchniowski). In 1977, these lower court decisions were over­

ruled by the Supr~me Court decision in the Teamsters case. This 

ruling gave greater weight to Section 703(h) of the Civil Rights 

let of 196~, largely insulating seniority units that are created 

and administered tn a non-discriminatory fashion from charges ot 

locking in pre-1965 discrimination. An employer who might be suc­

cessfully sued under Title Yll for his low representation ot 

fe~ales or ~inorities is largely immunizea from such suit if this 

underrepresentation is due to the functioning of a seniority sys­

teD that has been non-discriminatory in intent and administration 

since l'Jb5. 

We would expP.ct then that during the late seventies minori­

ties and females would make s~aller employment gains in the union 

sector, both because union seniority systems reduce workforce 

turnover, and because such systems tend to insulate the firm ~rom 
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Title VII·damages. · 

Unions' attitudes toP1ard intnorities and females may also be 

influenced by an egalitarian ideology that is sympathetic to the 

poor and the weak, and by the contingencies of liberal coalition 

politics at - the national level. But it is a long road down to 

th: locals, which res?ond more closely to their own local prob­

le~s than to the noble ~ords of their national leaders. 

(Marshall). 

The protection afforded unionized plants under Section 

703(h) of Title VII has already been noted. The other arm of 

federal policy in this arena Is affirnative action regulation 

under Executive Order 112~6 and its successors. This pressure is 

directed against federal contractors, not directly against unions 

in the manufacturing sector. The legal 1 imits of such compulsion 

are largely circumscribed by reterence to Title VII, so the same 

judicial interpretations that im~unize unionized establishments 

under Title VII tend also to insulate them from atfirma~ive 

action pressure. 

Unionized establishments are more likely than ~heir non­

union counterparts to be federal contractors in the study Sdmple. 

A more Important finding is that a~ong contractors, union plants 

are not any more likely to undergo a co~pliance review, the chief 

affirmative action enforcement procedure. fthile there are major 

cases fn the past of the government setting out after construe-

.. . ,. . . ... .:..- ._ ... ~ · .... ·-~ ....... ·.· - ·-·----- ·-
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ti~n unions, most notably in the Philadelphia Plan, the govern­

ment appears to be largely neutral between the union and non­

union sectors of manufacturing. 

There seems ·1ittle reason to expect unionized employers to 

act differently, ceterus paribus, in their employment of minori­

ties and females for reasons other than the indirect influence of 

the unions or the government mentioned above, or the direct 

iapact of the union wage effect. Unions have been estimated to 

raise wages by 15 percent in the manufacturing sector, (lewis). 

This will tend to reduce employment in the unionized sector and 

may work against minorities or females in hiring if they are less 

skilled. But it is not clear that these groups are any less pro­

ductive than whites in ways that are ~aterial to manufacturing. 

(Leonard, 1983a). In eddition, unionized plants tend to be 

larger, and are more likely to be part of a mul~i-plant corpora­

ti~n. These two factors, alons with the fact of unionization 

itself, contribute to more formalized personnel procedures that 

may reduce discrimination. 

The relative employment of blacks may be greater in the 

union sector not because of the preferences of the unions, the 

go~ernment, or the employers, but rather because of the prefer­

ences of blacks themselves. In a number of studies during the 

1970's• blacks are reported to have much stronger preferences 



- 211 -

th3n whites tor unions. (Farber and Saks, Farber, Fr!eman and 

Medoff, Kochan). · ~he evidence is less clear on preferences amon; 

~o~en and hispanics. This preference is usually attributed to 

the relative freedom from dfscrimin~tlon afforded blacks and oth­

ers by unions' egalitarian policies. This explanation must be 

te~pered by the a~undant litigation charging unions with main­

taining discriminatory seniority units, although it cannot be 

denied that unions tend to protect workers fro~ arbitrary treat­

•ent at the hands of the employer. Both the NLRB ano the courts 

have upheld the responsibility of unions as exclusive bargaining 

agents to fairly represent minority and female employees. The 

relative egalitarianism of the union sector has probably dimin­

ished over time as conditions have improved in the non-union sec­

tor. Recent studies of racial wage discrimination in CPS samples 

find that the difference between the union and non-union sector 

has narro~ed, largely because ot the overriding equalizing torce 

of Title Vil. (Free~an and Medoff, Leonard). 

Of greater i~portance perhaps in e~plainins black preter­

ences is the union -age effect. In l9b7, this was greater for 

black males and for .mite females than for white males, altnouyh 

black females · lagged behind the others. (Ashenfelter). At this 

ti~e, black males and white females had more to gain trom working 

in a union plant. The higher return for blocks dmong experienced 

~en is still observed ~hen probability of selection into ~he 

union sample Is controlled tor. (Leiyh). 

sf~n, as the union wage effect for white 

During the 1974 rece~­

males increased, this 

difference narrowed. The ratio of black male to white male union 
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.,age effects dropred from a re11arkable z.~" in 19b7 to 1.38 . in 

1975. (Ashenfelter, 1979). Just as striking, during this stas­

nant period for white male unionization, the percent of black 

males organized Increased from .32 in l9b5 to .37 in 1975, and 

the percent of b 1 ack fem al es uni on i zed increased f·rom .13 to .22. 

(Ashenfelter, 1979). The substantial Increase In black unioniza­

tion is concentrated between 1970 and 1975, and cannot be 

explained by changes In the distribution of blacks across occupa­

ti~ns or industries. (Holzer). This growth may give some meas­

ure of the strong impact of litle VII of the Civil Rights Act of 

l9b4 in allowing blacks to realize their preferences in the job 

~arket, a question we hope to shed some light on here. 

To summarize ·th=se countervailing forces briefly, the ques­

ti~n to be addressed empirically in the next section is ~nether 

blacks' stronger preferences for unions outweigh~ the impact of 

unions in slowing chenge in the composition of the workforce. 

The government's role 

across sectors, and 

is expected to be essentially neutral 

is directly controlled tor since we kno• 

~hich establishments are federal contractors subject to affirma­

tive action, and which have undergone a compliance review. bias 

due to the possible imp~ct of individual establishment effects is 

guarded against in two ways. First, all regressions control for 

past employment patterns, and so essentially difference out time 

' invarian~ individual effects. Secondly, white-collar employment 

?atterns in which the unions have 1 ittle say, are compared to 
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blue-collar patt~rns, with the difference attributed to unions. 

Union effects, as distinct from a generalized preference for 

unions by any particular demographic group, are tested botn by 

differentiating the union Impact on blacks, hispanics, .and 

fe~ales; and by e~tfmating the impact of individual unions. 

~~tlS211 z. Unl2!u ··arut tb~ fmRlQXm=.n.t gf tilSQilnlks, ll4kks, ang 

E.~tlu 

Unionized establishments exhibit strikingly ditferent 

employment patterns than non-unionized establishments in the same 

industry and SHSA. In light of the fact that unions in the 

manufacturing sector cannot legally control hiring and in lignt 

of the prevalent vie~ that they do not directly influence hiring, 

this Is a remarkable finding ~ade more so by the direction of the 

effect. 

Table 1 presents T-tests of the equality across union and 

non-union establishments of the levels and changes in the racial 

and sexual composition of the blue-collar workforce between 1974 

and 1980 in a longitudinal sample ot 1273 California manutactur­

in9 establishments with at least one hundred employees each. The 

characteristics and construction of this new sample are described 

in the appendix. 

Unionized establishments start out in 197~ with a higher 

representation of black males, o.6~ compared tc ~.9~ tor the 

non-union establishment~. "ore importantly, black males' employ­

•ent share grows faster in the union sector. It reaches 7.7~ in 

.... 
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19BO, compared to 5.3~ Mmong the non-unionized. The rate ot 

change in means is 17 percent In the union sector in just six 

years, far greater than the 6 percent in the non-union sector. 

The mean rates of change In both sectors are ~ven greater, sug­

gesting that growth in employment share has been relatively 

greater where that share was Initially low. On the oth~r hand, 

~ith finer controls we shall later see . contrary eviaence showing 

tipping. 

Despite the increase in black male share In the union sec­

tor, the percenta~e of black males who are unionized in the study 

sa~ple falls sli~htly from .12 in 1974 to .70 In 1~80 because ot 

the faster gro~th of total employment in the non-union sector. 

While the number of black males e~ployed in the union sector 

increased by 17 percent, the number employed in the non-unicn 

sector increased by Z7 percent. 

Comparing the changes in employment patterns of black males 

to that of hispanic males, black females, or hispanic females 

~arns that there can be no simple monolithic explanation of the 

higher level and faster 9rowth rate of black male employment 

share in the union sector. Whatever process preferentially sorts 

black males into union jobs has not similarly affecteo black 

fe~ales, hispanic males, or hispanic females. 

Hispanic ~ales do start out with higher representation in 

the union sector but faster non-union growth renders this aitter­

ence insignificant by 1980. Female hispanics are initially sig­

nificantly more heavily represented In non-union jobs, and this 
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differential gro~s over time. Slack females also start out ~ith 

greater employruent · share in the non-union sector, but their 

~r~~th rates do not differ significantly across sectors. ln both 

sectors, the 9reatest proportional employment gains are enjoyed 

by asians of both sexes, because they begin with such small 

shares. Asian growth has been significantly gr~ater in the non­

union sector. It ls alto remarkable that between 1974 ano l9b0 

-hltes lost their majority position in California manufacturing. 

Their share dropped by 21 percent from .bl to .~a of blue-collar 

employment. White fe~ales share fell faster in the non-union 

sector. For whit·e males, there is no significant difference in 

the decline across sectors. 

It is important to note that total employment has not 

increased In the union sector, . although smdller plants have 

gr~wn. lbsolute minority and temale employment in this sector 

has grown while white · male e
0

mployment has declined. This finding 

stands out in vie~ of the commonly held belief about the impact 

of union seniority ladders on minority and female employees. 

Last-in first-out would be expected to reduce ininority and female 

share during a recession because these groups typically have 

lo~er seniority than white males. The explanation may si~ply be 

that California manufacturing did not suffer from a great reces­

si~n between 1974 and 1980. In the study ~ample, employ~ent in 

th! union sector was stable. According to the Department ot 

Labor, total employment in California manufacturing increased by 

18 percent betwf!en 197~ ano 1980, with an Insignificant decline 

between 1979 and 1980, and a 6 percent decline between 197~ and 
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1975. <Employment and Training Report of the President 1981, 

Table d-2, P• 230). 

California serves as a strong warning against the facile 

identification of minority with black. Hispanics are the largest 

minority group in California, constitutins 38 percent ot blue­

collar employment in manufacturin9 in 1980. This compares with 

black•s 9 percent and asians' b percent, ano is not far benind 

~hite's ~8 percen~. Moreover, hispanics have grown the fastest, 

increasing their share fully 10 percentage points in just six 

years from .28 in 197~. 

dated without conflict. 

This sharp 9rowth has not been accommo­

The California State President of the 

~exican-American Political Association has said that the: 

''{Civil P.i9hts mo~ementl has pitted the black 

. ity against the Mexican-American community. 

be unspeakable, but to d~ny that it exists is 

blinders on oneself'' (Tribune 3/24/b3 P• A-14) 

commun­

Th is :nay 

to put 

It must at once be recalled thot the do~inant pattern we 

find here Is an increase in hispanic share and a corresponoing 

decrease In white shares alongside a smaller increase in bla~k 

share. 

The bas I c resu 1 ts found 1 n the means above stand up we 11 ; n 

more ri9orous tests. The definitions and sample statistics of 

the variables used In this anaiysls are given in Table l. Table 

3 presents our central regression results. These are estimates 
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of log-odds models. #eighted by the establishmen~'s total blue­

collar employment, and controlling for past employment share, two 

or three digit SIC industry, SMSA, and the percent of blue-collar 

~orkers who are cratt workers. The essential findings here are 

in . general not significantly changed by weighting. These regres­

sions also control · for establlshment size and growth rate, and 

~hether or not the establishment was unionized, part of a multi­

plant company, a federal contractor subject to affirmative action 

in 1974, or reviewed for compliance with affirmative action 

between 1974 and 1980. With these extensive ano detailed con­

trols, black male share still increases significantly faster in 

the union sector. As can be seen in equation 2 of Table 3, this 

difference of 1.3 percentage points is not small. It amounts to 

19 percent of their initial share. 

This equation also shows that the federal contract compli­

ance program has successfully pursued offirmative action for 

black ~ales. The incresse in black male employment share is sig­

nificantly larger among federal contractors subject to affirma­

tive action, ana amons .contractors that are reviewed for compl i­

ance. This result with finer geographic controls is in accord 

~Ith recent findings for a national sa~ple. (Leonard, 1963b). 

The relative size of the union impact here can best De appreci­

ated by comparing it ~ith that of affirmative action. The impact 

of unionization is just slightly less than that of undergoing a 

compliance review, and Gctually greater than that of being a 

federal contractor. Before entering into the question of causal­

ity, It is remarkable that unionization appears to set as a more 
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po•erful affirmative action program for black males than ooes the 

federal affirmative action program itself. 

It has often been argued that black males' employment is 

li~ited by their lack of skills. It is then worth noting that in 

this sat~le their share of blue-collar employment among all males 

has increased most in craft-intensive ~ork-forces. Jn addition, 

the overall importance of gro~th in facilitating the entry of 

~inorittes and females into manufacturing can be seen in the sig­

nificant negative impact of establishment growth on white male 

employment, a summary measure. 

In contrast to the faster increase in black male employment 

In the union sector, unionization has had no significant impact 

on hispanic male employment, nor on that of black females, white 

females, or asian males. If black males' improved employment 

under unionism were due only to blacks' attituoes toward unions 

or proximity to unionized establishments, or to unionized estao­

lish~ents' employment practices, one might reasonably expect 

siDilar patterns among blacks of both sexes, but we find no sis­

nificant evidence of such a pattern for black females. blacK 

•ales not only differ from black females, they also differ from 

hfspanic males. The theory of discrimination that explains why 

pr~dominantly white unionizea establishments should favor ~he 

e~ployment of black ~ales, while treating hispanic males indit­

ferently at best, cannot be a simple one. In this regaro, there 

are two factors that may help explain the observed pattern for 

hispanic Males. First, co~pared to blacks, hispanics are on 
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av~rage more rec~nt immigrants to talifornla, and a large but 

~nknown fraction are here illegally. They may well be further 

back in line for ·u~ton jobs, and the Illegals may have greater 

tr~pidation and difficulty In obtaining employment at the larger 

and more for~al union establishments. Second, 

hispanic-white earnings ratios hdve found 

most studies of 

little evidence ot 

discrimination once language and education are controlled tor. 

(Borjas). If black males are attracted to union shops by the 

insulation from discrl•ination they enjoy under the umbrella of 

union egalitari•nism, it is possible that hispanics may not teel 

as acute a need for such protection, but this is doubtful• It 

helps to compare hlspanics with blacks among females. While 

unionization has had an insignificant positive impact on black 

fe~aJes, hispanic female employment gro~s significantly slower in 

the union sector. This is more consistent with the view that 

hispanics, as more recent immigrants, are further back in the 

queue for union jobs. A ~ore closeiy knit hlspanic family cannot 

explain the difference tn employment across sectors. 

The distribution of each minorit~ group in California is 

~arkedly different, •nd provides useful test variation. These 

regressions include five SMSA dummies, whose coefficients and 

selection reflect popul~tion demogrophics. The areas are the Los 

An9eles SMSA, containlns ~7 percent of the sample; the combinea 

San Diego, Anaheim, and ~iverside SMSAs; the San Fransisco SMSA, 

the San Jose SHS_, all other Northern Calitornla counties, and 

all other Southern California counties. Reflecting their respec­

tive population concentrations, black share increases taster in 
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Los An~eles and San Fransisco, hfspanic increases faster in los­

An;eles and San-Diego, and asian increases faster In ~an Fran­

sisco and San Jose. 

Concerning the impact of affirmative action, in California 

manufacturing the · program has significant impacts on blacks and 

on white males. Both female and male black emDloyment shares 

increase significantly faster in establishments that are federal 

contractors, and at establishments that undergo a compliance 

review. Although white males' share of total blue-collar employ­

ment does increase significantly at contractor establishments, 

the proportionate increase is larger for black males, 19~ com­

pared to 14~, so black males' share of male employment does 

increase amon; contractors. The larges~ minority in California, 

the hispanics, have not been greatly affected by atfirmctive 

ac.tion. Their employment share grows slower at contrdctors and 

faster at reviewed contractors, but the effects are not signif i­

cant. At the same time, white females gained under affirmative 

action, but not significantly. 

The sdlient findins in this ~ection is that bl3ck male 

employment share has increased faster in the union sector. In 

the following sections we turn to questions of causality and 

atte~pt to determine how much of this difference can be explained 

by union policy, or by differences In employer or government 

behavior across sectors. 
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Union~ are not undifferentiated in either their attitudes or 

th~ir polici~s toward affir:atlve action, or in their actual 

minority a~d female memoership. Because many large unions have 

or;antzed plants across a number of industries, and because most 

industries have been organized by a number of unions, it is pos­

sible to separat~ out the impact of individual unions. It there 

were no ~igntficant differences across unions once industry, 

SMSA, and plant occupational structure were controlled for, that 

would constitute st~ong ~vidence that the swifter expansion of 

black ~ale employment share in the unionized sector was primarily 

due to black males' stronger preference for union jobs, rather 

than to any policy or practice of any indlviaual unions. That 

does not appear to be the case here. There are significant 

differences in ~in~rity and female employment growth across 

unions that in a number of cases correspond closely to differ­

ences in these unions' public statements on discrimination and 

affirmative action. 

Here only the most striking cases can be alluded to. Union 

A, lon~ noted for its liberal stance, has been among the most 

~u!S?Oken proponents of equal rights for blacks. In contrast to 

~ost AFL unions, Union A accepted and integrated blacks into 

existin~ locals as blacks entered this union's primary industry 

during the depression. In these early years the union ~as among 

the Fion~ers in formally establishing an internal fair employment 

practices depart~ent. While takins a strong stanc on civil 

ri;hts at the national lev~l, Union A has also been a co­

defendant in a plethora of Title VII litigation charging that it 
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:nalntained discrim-inatory seniority ladders at the local level. 

It would see~ the union had reached only partial accommodation 

-ith its black members. 

In 1982, Union A held contracts in eight different two-digit 

SIC industries in California manufacturing. Table ~ shows that 

both black and hispanic males have augmented their share ot 

blue-collar employment signiticantly more in the twenty-five 

plants organizeo by · union A than in most other unionized plants. 

Ho~ever discriminatory union seniority ladders may have been, 

th~y have not discouraged black or hispanic males from gaining 

employment. While the average union impact is to raise black 

~ale employment share by 1.3 percentage points, the corresponding 

increase In plants organized by Union A is 2.8 percentage points• 

For hispanic males the difference is even greater. Their employ­

~ent share grows slower, insignificantly, in the union sector as 

a ~hole, but grows by ~.l percentage points in Union A plants. 

In fact, Union A is the only union with a sfgnif icant positive 

impact on hispanic employment. This reinforces the interpreta­

ti~n of these patterns as directly influenced by union policy 

rather than just reflecting ethnic group preferences. 

Union B's his~ory has been similar in many ways to Union 

l's. While blacks have long been employed in large numbers in 

Union e•s primary Industry, the union has been the target of a 

large nu~ber of Title VII cases charging discriruinatory seniority 

ladders. But once again, black male employment share has grown 

significantly faster, by t~o percenta9e points, than elsewhere in 
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the union sector. 

One explanation advanced for blacks' strong preference fer 

union employment is that egalitarianism within most unions limits 

the: scope · for any discriminatory treatment, including racial 

dlscrlmfnation. The ~ultftude of Title VII charges concerning 

discriminatory promotion ladders at both Union A and b would seem 

to belie this thesis, but one must consider the alternati~e. 

Slacks may prefer a .unionized plant not because discrimination is 

absent, but' simply because . it is weaker. Moreover, these 

discriminatory seniority systems have been frequently and suc­

cessfully attacked in the courts since l9b~. At the same time, 

~embers of both Union A and 6 are among the most well paid indus­

trial ~orkers in America. The substantial union wage etfect in 

these unions are likely to be even larger for blacks, and _may 

~ell outweigh th~ finer costs of occupational segregation within 

the plant. Better to ride second class than to walk. 

While minority ~ale employment gains at Union A correspond 

to the union's long liberal history, Union C was prominently 

known before 1965 for Its racially segre9ated locals. by the 

late seventies things had changed. Black male employment share 

in the 57 plants organized by Union C significantly increased oy 

2.3 percentage points, more than the average of other unions. 

At the other extreme are a number of craft oriented unions 

in which minority and female employment has fallen relative to 

other union or non-union plants. The eKclusionary ethic ot these 

unions appears to carry over and influence employment patterns in 
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manufacturing, whP.re their referral rights are not so strongly 

established. 

The evidence here suggests that an important part of the 

ex~lanation for the observed patterns of minority and female 

!mployment in ;en~ral, and of the growth of black male share in 

th! union sector in particular, ls to be found in the policies 

and practices of individual unions. This stands out in the con­

trast between the craft-oriented unions which appear t~ retard 

minority and female employment, and Union A which increases blacK 

and hispanic 116ale employment share more so than do other unions. 

Establishments hire both white and blue collar workers, but 

•ith few exceptions it is only the ~lue collar workers wno are 

unionized, a difference which will be e~ploited in this section. 

This Institutional fact allows us to test whether the union 

effect found above is really an establishment effect• The estab-

1 ish~ents that are unionized may differ in some ways, such as 

location or skill requirements, that are uncontrolled tor, but 

correlated with unionization. This is a priori unlikely because 

~ur controls are quite detailed and include two or three digit 

SI: Industry, SMSA, establishment size anc growth, and the pro­

portion of craft workert among the blue-collar. Nevertheless, it 

cannot be entirely rule~ out. 

While unionization may influence blue-collar employ~ent it 

Is difficult to see how unionization in itself can affect white-
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collar demographics. There are, of ccurse, indirect paths such 

as the company that pro~otes from the ranks, or that hires super­

visors who match the race or sex of its production workers, ~ho 

~e have found are more likely to be black in the union sector. 

Alternatively, this could come about through the clustering of 

blacks In establishments that already employ many blacks. 

Plants, like neighborhoods, may tip. ln tact, one of th! major 

arguments in favor of affirmative action rests upon just such 

externalities: the costs of searching for and obtaining a job are 

lower tf the plant is Integrated. firms are required to reach 

~ut to potential minority and female employees to counteract such 

clustering among predominant white males. Leaving these 

indirect, but potentially important, paths aside, we would not 

expect the presence of a collective bargaining contract a~ong the 

production workers of a plant to have any impact on the oerno­

graphlc composition of the non-producti~n work-force. 

It does. Black males share of white-collar jobs increases 

significantly faster in unionizec establishments, as seen in 

Table 5. In absolute terms the effect is small. less than a 

quarter percenta~e point. However, relative to blacks males' 

1974 share of 1.5 percent this is a substantial increase. The 

Interpretation of this estimate is complicated by the turth~r 

findings in Table 5 that hispanic males' snare also increases 

si;nif icantly faster in the union sector, while white temales 

share increases significantly less. These last two patterns tor 

~hite-collar workers are reversed a•ong blue-collar workers, 

although the coefficients in the latter case are insignificant. 
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The result for white-collar hispanic men may be due to stronger 

affirmative action pressure in favor of hispanics in the union 

sectGr, particularly for white-collar jobs. 

Unionization affects white-collar employment demographics 

both directly and indirectly through its impact on blue-collar 

de~ographlcs. ThP. tests in Table 5 explicitly control for the 

indirect path by holdins fixed past blue-collar employment share. 

In every case higher past blue-collar share is significantly 

correlated with subsequent white-collar share, even conditioning 

~n past white-collar share, S~SA, and industry. This suggests 

either strong spillover from blue-collar to white-collar or an 

omitted variable such as proximity to minority neighborhoods. 

The spillover hyrothests is considerably strengtheneo by ooserv­

in; the same pattern for females, ~ho do not live in ghettos. 

Takeri together, this evidence of spillover and tipping accoros 

with the essentially tribal model of the labor market that 

informs many of the arguments in favor of affirmative action. 

The union effects on white-collar demographics persist even 

~hen indirect pa~hs through blue-coll•r employment are controlled 

for. The tests in Table 5 may then qualify the previous findings 

for black male production workers. Black male employment snare 

in unionized establishments has increased in white-collar jobs as 

~ell as in blue-collar jobs. Before considering the implications 

~t this finding in detail, it is important to remember that the 

union effect a~ong whi~-collar workers is less than that among 

the blue-collar. Nevertheless, It is possible that unionization 

• 
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Is correlated with some uncontrolled for establishment charac­

teristic that fa~ors the grow~h and not simply the level, ct 

black ·male employment. Since SMSl is controlled for, this would 

reqaire, for example, that the unionized plants in Los Angele~ b! 

cl~ser to Watts and other concentrations ot black population than 

are non-union plants. Since the sample ot plants is longituai­

nal, this cannot simply be due to the establishment of new plants 

in the suburbs after 197~. •lso note that this within SMSA geo­

graphic proximity cannot explain why white-collar hispanic males 

are ~ore heavily represented at union plants at the sa~e time 

relative gains for their blue-collar brothers are nowhere to be 

seen. Moreover, while black ~ale emplotment has increased rela­

tive to that of white males in the union sector, no such ettect 

~as observed Jn Tables 3 amon9 blue-collar f~males. Unionism is 

associated with a 5 percent greater emp ioyment share for b1ack 

fe~ales, which is less than the 9 percent for white females. It 

is also interesting to note that a pione~ring study of estaolish­

ment demographics between 1967 and 1970 also found a positive 

union effect on ~rowth of black male share even atter controlling 

for distance from black residence area. (Burman). To toke 

another example, since two and sometimes three di5it SlC industry 

is controlled for, alon~ ~ith the percent of craft workers among 

blue-collar, and the percent of clerical workers among white­

col lar, this omitted variable bias argument would require that 

the skill requirements of union plants aiffer in very tine ways 

that favor blacks not only in blue-collar jobs, but also in 

~hlte-collar jobs, yet at the same time hinder hispanic employ-
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vent. While possible. in my opinion these scenarios are 

unlikely. The question of ~eographic proximity is addressee in 

detarl in the next chapter. The simplest explanation is that 

·~ny of the white-collar workers in this sample are in fact 

unionized, as fully 29 percent of all black male managerial work­

ers were reported to be in 1967. (As~enfelter). 

This section hss sho~n that unionized establishments not 

only employ more black males tn blue-collar jobs, to a lesser 

·extent they also employ more black males in whire-collar jobs. 

Part of this effect may be accounted for by spillover from blue­

collar demographics, but part remains and may suggest establish­

~ent specific effects. 

Under most circumstances, unions should retard the progress 

~f ~inorities and females ~nder ~ff irmative action for reasons 

that have much to do with unions but little to do with current 

discrimination. It is well known that unions reduce quits. 

Lower turnover will in Itself reduce the rate of penetration ot 

Minorities and females into the workplace, as Chapter 3 proved • 

An increase in black's share of hires or terminations has a 

;reater impact on bl~ck's share of stock the greater is the hire 

~r termination rate respectively. In theory the impact ot aftir­

~ative action on protected groups' share of flows and stock coula 

be hidden by disparate turnover rates between union plants and 

non-union plants. If • and b are both s11al1 (or of similar mag-
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nltude), ·then\ is close to 1 and \n is close to l. In this case 

Pt changes- only slofllly from Pt-n. DY the same token, firms 

characterized by high turnover rates can show large improvements 

in ~inorities• and females• employment shore without large 

changes in hiring and firing policy. Thus if affirmative action 

requires equal effort from all firms, rather than equal results, 

then hi~h turnover firms should be held to higher employment 

goals along an adjustment path• 

4ffirmattve action might be successful in increasing Dlacks' 

share of hires, H, and reducing their share of terminations, T, 

at union establishments. But since these establishments typi­

cally have lower turnover rates 6 and b than non-union establish­

ments, the change in stock l~Pt is expected to be lower, masking 

th! impact of affirmative action. Unionized plants are charac­

terized by relatively stable ~ork forces of long tenure. Unless 

long-tenure jobs are themselves the product of an intention to 

discri~inate, which is unlikely, it is appropriate to juoge 

affirmative action In such stable industries by its impact on 

minorities' and fPrnales• share of new hires and terminations 

rather than their share of employment. Since the worktorces 

turnover slowly_, a positive change in flo.- shares will have to 

cu~ulate for years before it has a significant effect on emrloy­

ment stock shares. 

For our purposes here, the i111Portant point to reme~ber is 

that the seniority sy$tems that are .part and parcel of unionism · 

~ill tend to freeze the workforce at a plant, a tact which the 
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Supre~e Court in its 1977 Teamsters aecision It has com~ to 

accept. When ·this Is COll'lbined with the fact that unionized 

e"'pl°oyment did not grow in the study sample, one would expect 

affirmative action to appear less successful in unionized estab-

1 ishaents for two reasons that have nothing to do with discrimi­

nation: lo~ turnover and low growth. 

On the other hand, we have already seen that while other 

protected groups have not progressed significantly fast~r in the 

union sector, black males have. Black ~ales also start with a 

hi;her 197~ share in the union sector. Similarly, while other 

protected groups have not significantly benefited from affirma­

tive action in California manufacturing, blacks have. One might 

then reasonably expect two such positives to interact In a larger 

positive, but _this would embody an oversimplified concept;on ot 

ho~ affirmative action ~orks. 

The pressures under affirmative action are to remedy underu-

tilization of minorities and fe~ales. lt black males are rela-

tively overrepresented in the union sector, affirmative action 

can act to increase black maies' overall share while bringing no 

direct pressure to bear In the union sector. But of course, with 

a limited supply of blacks~ the non-union sector's gain may well 

be the union sector's loss. This Is especially likely to occur 

If at the same time hispanlcs are relatively underrepresentec in 

the union sector. The combined impact of the contract compliance 

program may then be to substitute hispanic males for black males 

in the union sector, 
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Table b tests for such interactions between unionization and 

affirmative action pressure, and finds significant evidence ot a 

negative Interaction only for black males. Black Males• employ­

~ent share increases 3.1 percentage points more in unionized 

non-contractors than in non-uni~nlzed non-contractors. This 

share increases by l.l percentage points in unionized contractors 

co~pared to non-unionized contractors. This ts balanced by 

changes in the employment of hispanic men, where there is a posi­

tive Interaction between union and contractor status. ln the 

union sector, black males' share decreases by .004 among contrac­

tors, while hispanlc males' share increases by .021. Affirmative 

action does not always and everywhere lead to increases in black 

employment, nor is it intended to. These estimates suggest that 

while hispanic male employment has increased faster under aftir­

aative action in the contractor sector, black ~ale employment has 

increased slower, if at all. This may reflect to some degree the 

relative abundancP of black males in the union sector, and 

correspondingly less affirmative action pressure to increase 

their share. In 1974, 6.6 percent of all employees in the union 

sector were black males. compared to only 4.9 percent in the 

non-union sector. While hispanic males were also relatively 

abundant Jn the union sector, the proportionate disparity was not 

so great, .Zl In the union sectors con.pared to .19 in the non­

union sector. A plausible explanation of the observed interac­

t ions is not in terms of the way unions mediate affirmative 

action presures, but rather in terms of the different immediate 

goals toward which that pressure ts directed in the union sector. 
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Absent strong demonstration effects, that pressure should be most 

obvious in the case of compliance reviews, but here the interac­

tions terms are insisnificant and the evidence inconclusive. 

J~dged on the evidence among contractors, the union sector 

appears tnore concerned with increasing hispantc male employment 

than that of black males. 

This chapter has presented eight main findings. 

Cl) Black males share of blue-collar employment has 

Increased faster in union plants than in non-union plants in Cal­

ifornl~ manufacturing bet~een 1974 and 1980. This indicates that 

the ~rowth in unionization among blacks is not due simply . to dif­

ferent regional or industry growth rates. We find a positive 

union effect even when industry, region, size, growth, and affir­

~ative action pressure are controlled tor. This suggests that 

the wide precedents set by Title VII of the Civil Rights Act of 

196~ has opened doors for the expression of black employment 

preferences. 

(2) While union seniority systems force the layoff of low­

tenure workers during a recession, the recessions of 1974 and 

1979 did not harm minorities and females any more in the union 

than the non-union sectors. 

(3) Unionization has no significant impact on blue-collar 

elft?loyment share of other groups, with the exception of a signi­

ficantly negative Impact on hispanic females. The notion that 
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unions as a whole · are any more or less discriminatory is belied 

by the absence of si;nifi~ont effects for hispanic males, black 

fe~ales, and whites. 

(~) There are si~nificant differences across particular 

unions within industry and ·region that correspond with each 

unions public record of EEO policy and practice. Black male 

~mployment increases most in iRdustries w~th a long history ot 

black employment, in unions that take a liberal position towards 

EE~, and in industries with a large union wage effect. Cratt 

type unions have a negative impact• 

(5) Plants, like neighborhoods, tip. The higher the past 

level of e~ployment share, the greater tne subsequent growth. 

There is also evidence of spillover from blue-collar to white­

collar employment patterns. 

(b) Part of the blue-collar employment patterns for blacks 

~av represent the force of o~itted establishment specific vari­

ables, location in particular, since unionization also affects 

~hite-collar demographics. 

(7) Affirma~ive action is successful In promoting the blue­

collar employment of blacks, both male and female, but is insig­

nificant for male and female hispanics, and tor white females. 

(8) Black males advance Jnder affirmative action 

in the union sector, while that of hispanics is faster. 

is slo~er 

Thi~ may 

reflect fndividudlized sffirmative acti~n pressure across pl~nts. 
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Changes in employ~ent share among hispanics, blacks, asians, 

~hites, and women are a response to forces on both the supply and 

demand sides of the market. Unioni2ed establishments in Califor­

nia manufacturing do not exhibit any more discrimination than do 

non-union establishments against black or hispanic men, or 

against black or white women. Title VII appears to have been 

effective in tncrcasins employment opportunities for blacks, 

allowin3 them to realize their preference for union jobs. 
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A new and detailed set of information at the establishment 

level of disaggregation "as assembled for this study. EEu-1 

re?orts detalling establishment level demographics were matched 

for the years 1974 and 1980 to produce a longitudinal file. All 

of the data on establishment de~ographics, occupational struc­

ture, employment growth, industry, location, and contractor . 

status comes fros this file. This was in turn matched with OFCCP 

ad~inlstrative records to determine which establish~ents had 

un~ergon! an affirmative action compliance review. These reviews 

~ssentially count only those performed by the Department ot 

Defense, and so arc concentrated in the durable goods ~~nufactur­

ing industries. The characteristics of this EEO sample are dis­

cussed in greater detail in Chapter 3. (Leonard, 1963b). From 

this national longitudinal file, the 1273 establishments in the 

~anufacturing sector in California with more than 100 employees 

were selected. 

The union status of each of these establishments was deter­

~ined by examining the 1982 collective bargaining contract col­

lection of the California State Department of Industrial Rela­

tJ~ns. The Department has more than J,•OO private-sector agree­

~ents on file, and makes intensive efforts to obtain all con­

tracts covering 50 or more employees. In 1982 this file included 

1,364 contracts in the manufacturing sector, covering ~50,310 

!11t?loyees. 

The coverage of this file is eKtenslve, especially tor 
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contracts covering more than 50 employees. According to the US 

Department of Labor there were 2,001,000 employees in California 

~anufacturing in 1980. <Employment and Training Report of the 

President. 1980, table d-2, P• 230). Applying the national aver­

ag~ of 29.9 percent non-production workers in manufacturing 

yields l,~02.100 production workers. <Employment and Training 

Report of · the President, 1980, table c-3, P• 213). In a pooled 

1973-1975 CPS sample of 6022 private-sector production workers in 

California, Freema~ and Medoff estimate the percent unionized at 

.35, close to the national average of .3b. <Freeman and Hedotf, 

ae~bers. 

166, lable 4). Nationally, Freeman and Medoff report 

of production workers in manufacturing were union 

· On this basis, we would expect to find b87,300 union 

~e~bers among production workers in California manufacturing. 

88 percent of all employees covered by collective bargainin3 

agreements covering at least 100 workers in California manufac­

turing are subject to union shop or modified union shop security 

clauses. (California Department of Industrial Relations, 19&2, 

Table l). So the contract file then includes about 396,000 union 

mewbers, or 58 percent of the number ~e would expect to tino by 

applyin~ the Freeman-Me~off estimates of percent unionized to BLS 

totals. Part of this discrepancy may be due to the striking 

decline in unionism in California. union members as a percent of 

all production workers in California nanufacturing cropped trom 

.56 in 1975 to ,42 in 1979. (California Department of Industrial 

Relations, 1980.r p.2, Table 1). If we adjust freeman and 

Hedoff's 1973-1975 benchmark downwards by the same 25~ to .37, 
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then we would expect 519,000 union mem~ers in California manufac· 

turing. On this basis tne contract file includes 76~ of all 

union rne~bers in California manufacturing. The remainder are 

likely to be in establishments of less than ·100 employees, wnich 

are excluded from the study sample. To the extent that some 

unionized establishments are still not identified as such, this 

~easureoent error will bias our results against finoing any 

difference between the union and non-union sectors. 



Table 1: T-Tests of Changes in Demographic Proportions of Blue-Collar Employment 
by Union Status. 1974-1980. 
M=808 Mon-Union and 467 Union Establishments. 

Demographic Un.ion 1974 1980 

I 
Line Group Status Jlean ti Jlean ti JleanA lie~ 

I 1 Black M .049 .08 .053 .07 .003 28 

' 2 Jlales y .088 .07 .OTI .08 .011 44 I 3 (3.8) (5.8) (2.7) (1.6) 

' I 

I 4 Hispanic M .187 .19 .255 .22 .067 75 

I 5 JI ales y .213 .18 .263 .19 .049 47 
8 (2.4) (0.7) (2.5) (1.6) 

I 
! 7 Asian ]Ii .013 .02 .030 .04 .017 1.31 

8 llales y .014 .02 .026 .03 .012 1.41 
9 (0.8) . (1.8) (2.2) (0.4) 

10 White ]Ii .427 Z1 .332 .24 -.096 -.18 
11 llales T .522 .23 .428 .25 -.093 -.13 
12 (7.0) (6.2) (0.3) (1.1) 

13 Black ]Ii .020 .10 .028 .08 .008 .88 
14 Females T .018 .D3 .023 .04 .007 1.01 

. 15 (1.9) (1.2) (0.4) (0.8) 

18 Hispanic M .108 .15 .142 .18 .037 .88 
17 Females T .106 .05 .075 .11 .019 .92 
18 (8.S) (7.4) (S.5) (2.0) 

19 Asian M .018 .06 .028 .01 .013 1.87 
20 Females T .004 JJ2 .009 .01 .005 1.21 
21 (59.7) (57.8) (7.8) (11.9) 

22 White M .178 ..20 .129 .14 -.046 .17 
23 Females y .100 .13 .091 .11 -.009 .4{) 

24 (7.S) (5.1) (5.9) (2.1) 

25 Total H 197 255 232 318 35 .57 
28 T 381 789 381 T14 0 .24 
27 (8.1) (4.8) (2.1) (1.7) 

Note: T-Tests across means in parentheses, on every third line. ln every 
case, F-tests reject equality of variances across union and non-union estab-
li.sbments, with more than 991.; confidence. The last column is the mean of per-
centage changes, not the percentage of change in means, and is calculated 
only for those with positive initial share. 
N = non-union in 1982. Y= union in 1982. 

;.,_ 





Table 2: Variable Definitions, Means, and Standard Deviations. 
·N = 1273. 

Variable Standard 
Name Mean Deviation Definition 

UNION .367 .48 = 1 if establishment was unionized 
in 1982. 

CONTRA~T .724 .45 = l if establishment was part of a 
contractor company in 1974. 

REVIEW .186 .39 = 1 if establishment completed a 
compliance review between 1974 and 
1980 exclusive. 

SIZE 264 527 Total number of blue-collar employees 
in 1974. 

GROWTH .450 3.20 Rate of growth of blue-collar 
employment. from 1974 lo 1980. 

SINGLE .280 .45 = 1 if establishment was not part of 
a mult.i-est.ablishmenl company. 

PCRAFT .248 .31 Proportion of blue-collar employees 
who are craft.workers. 

PCLERK .295 .14 Proportion of while-collar employees 
who are clerical workers. 
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Table Jt Loi;l-Odds Equ19tJons of th• Effect of Unioni -
Z<'lt.iOll Oil Eclue-Coll,_r E111plQ1,1111ent b4 C•eP10-
~rau>hie ·orour. 
ti "" 1273. 

C•P.w.:><;tr 11phi e Uhi t.O? IHac". Hisr•nic Uhit• lllact<. His rank 
Groui:-1 Hllletl Hale'3 Hilles Fe111ales Fe111alm1 Fe111i9lm\ 

Equ1tt.iont l 2 3 .. 5 6 

·--·--------- ---------- ---------- ---------- ---------- ---·--·--·- ---· - - --·--·-·- .. ·· · · -~ 

tltUON .59 1.27 -.86 . t.00 .134 -2.99 
.025 . 212 -,045 .104 .049 -.273 

(. 041) <.055) (.047) ( .063) ( . 062) ( .070) 

CONTRACT 6.45 1.03 -1.04 . 94 .54 -1.12 
.279 .172 -.054 .090 .197 -.106 

(,062) ( .094) ( .071) (.096) ( .095) ( .107) 

REVU.U -.25 1.43 .67 . . •.. 1.20 .37 .24 
-.011 .2J9 . OJS .us .137 .0:~3 
(.04J) ( ,059) ( .050) • ( .067> ( .066) ( .074) 

P74* 81.66 60.6 86.21 • r-• •· · 61. ~a · · 44.58 88.83 
3.52 10.10 4.79 6.46 16 , JB 9.39 
(,096) ( .374) (.145) L 199) (. 700) ( .311) 

SIZE .0013 .00025 -.000039 . :00016 .00030 -.000064 
. • 000057 .000041 -.000002 .000015 .00011 -.000006 
(,000013) ( .000019) ( .000015) (.000021) < .oooo:n > ( .000023> 

GkOUTH -2.00 -.059 .27 .33 -.016 1.43 
-.096 • -.0099 .014 .032 -.0060 .135 
(,025) ( .034) ( .029) ( .039) ( ,039) ( .044) 

SINULE -2.92 -.55 2.86 -J.28 -.5:? -,JS 
-.126 - .on .149 -.315 -, 191 -.O:JJ 
(. 057> ( .077) ( .066) (.OB~ > ( .OBB> ( .090) 

.. 'Ct.:Af'T 11. 02 J.00 4.0J -.99 -1.29 -10.25 
. 475 • 5J.4 .210 -,099 -.470 -.967 

( .093) (.117> (.100) (,136) <.135) (.15J) 

HSE 93.8 169.6 122.4 222.5 21.8.4 276.4 

Ht:.AH 1990 .366 • 1)64 .259 .118 . 029 .121 
SHAkE 

H1:1.t.e1 fhl! fir~t. liw,• i s 101)(df"'ldX) ev•ll•ated <lt. lll!?~n f ·. Hie second h ; t.hl? coefft ­
cient. fro111 th~ lo',1 -·add~ e <:i11 ;o ·tt•) n , lhe t.hird i ·ll t.hP. ~ t. i!ndard •~ rrm· . AlJ e1i1.1atio119 in­
c li..1rJP. 20 i1vJ11r.trl! "lllrl ':; 1·e1 1r.111 d• .tl'1 ~ur,•s. P74 t 'i: the 19".7 4 m"1.- l.c>l!l'Wnt shcir l? of the •-liven 
~!'".)I .If' • 



TABLE 4: DIFFERENCES IN DEMOGRAPHIC CHANGES ACROSS UNIONS IN ~1ANUFACTURING 
N,.,1273 

DEMOGRAPHIC WHITE BLACK HISPANIC WHITE BLACK HISPANIC 
GROiJ'P MALES MALES MALES FEMALES FEMALES FEMALES 

UNION N 

.58 1.27 -.86 1.08 .13 -2.89 
ALL 466 .025 .212 -.045 .104 .048 -.273 

(. 041) (.055) (. 04 7) (.063) (. 062) (. 070) 

A 25 1.42 2.81 4.11 -1.40 .60 -6.42 
.061 .469 .215 -.135 .215 -.606 

(. 088) (.117) (. 099) ( .133) (.132) (.148) 

B 43 5.27 2.04 -2.83 -3.06 -.42 -9.54 
.227 .340 -.148 -.294 -.150 -.900 

(.105) (.140) (.120) (.162) ( .158) (.176) 

c 57 1.93 2.27 -1.55 1.97 .50 -1.45 
.083 .378 -.081 .189 .177 -.137 
.076 (.100) (.086) (.116) (.113) (.127) 

D 23 2.78 -1.87 -7.49 -5.99 -.40 -1.40 
.120 -.312 -.392 -.576 -.144 -.132 

.( .184) (.244) (.209) (.280) (.276) (. 308) 

E 2 19.49 -9.67 -6.78 1.44 -2.56 -6.90 
• 841 -1. 611 -.355 .138 -. 913 -.651 

(. 593) (.788) (.674) (.9Q5) (.893) (. 994) 

F 3 5.8 -9.60 -9.87 3.07 -5.10 -8.14 
.250 -1. 600 -.517 .295 -1. 821 -.768 

(.281) (. 373) "(.319) (. 429) (.423) ( .471) 

Note: . The first line is 100 (oP/oX) evaluated at mean P. The second is the 
coefficient from the log-odds equation. The third is the standard error. 
ALL is the average union effect from Table 3. The individual union effects 
are estimated in the same sample with the same additional controls plus 
twenty union dummies and are relative to the non-union sector. 
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TABLE 6: INTERACTIONS BETWEEN UNIONS AND AFFIRMATIVE ACTION 
N=l273 

White Black Hispanic White Black Hispanic 
Males Males Males Females Females Females 

UNION (U) :...231 3.04 -4 .• 97 1.11 • 41 -1.34 
-.010 .506 -.260 .107 .147 -.127 
(.101) (.135) (.115) (.155) (.154) (.173) 

CONTRACT ( C) 5.61 1.57 -2.20 .97 .58 -.76 
.242 .261 -.115 .093 .207 -.072 

(. 070) (. 094) (. 080) (.108) (.107) (.120) 

REVIEW (R) 1.83 1.56 .038 1.13 .62 • 77 
.079 .260 .0020 .109 .223 .073 

(. 063) {. 085) (. 072) (.097) (.097) (.108) 

u x c 2.39 -1.97 4.34 -.080 -.16 -1.44 
.103 -.328 .227 -.008 -.058 -.136 

(.112) ( .150) ( .128) (.172) (.171) (.192) 

U x R -3.67 -.25 1.20 .104 -.42 -.95 
-.158 -.042 .063 .010 -.151 -.090 
(. 081) (.108) (.092) ( .125) (.124) (.138) 

~ c u•O 
.056 .016 -.022 .010 -.006 -.008 

~ u•l 
. • 080 -.004 .021 .009 .004 -.022 c 

~ u•O 
.018 .016 

R 
.0004 .011 .006 .008 

~ u•l 
-.018 .013 

R 
.012 .012 .002 -.002 

Note: These equations are estimated in the same sample and with the same additional 
controls as Table 3. P80 is 1980 share of blue-collar employment of given 
demographic group. 
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The b~rnlng ghettos of twenty years ago fccused attention on 

the plight of the poor urban black. The vfole~ce and disorder of 

that time generated Interest in peaceful means of acconunodatton 

and Integration. among whfch may be numbered cfflrmatlve action. 

While attention has since lapsedt the problems of that day have 

not gone a~ay. In an early and controverst1l study, John Kain 
£4 W !¥ ~" A 40:4•- _ill'I ..,."-.:;-·;"'°" ':;'°"ll..~lA~ ... . 

demonstrated th at b 1 acks 111~ .Y..l!..m reater difficulty t n find L!'..S 
~.. ..... .. ¥4 • ,.,..._,_ -

jobs because of the geographical isolation of black ghet~s. from 

jobs. --­ Poor urban tranSportation systems may translate residen- . ______________ ..:.._ ___ __:. __ ~--~ ··- --., 

tlal segregation Into employment segregatfor and unemployment. 
~'""*'*" a •1 e -~ 

Indeed• part of today's unprecedented unemplo,ment rates among 

blacks has been attributed to the suburbanization of emelovment: -
as the jobs have ~oved out of the central city1 the blacks have 

been unable to follow. 

We have al ready seen that af.f irmat fve act ion has been suc­

cessful tn lncreasfng black males' share cf employment among 

federal cortractors. This finding may reflect a spurious corre­

lation If contractor establishments were located closer than 

non-contractors to concentrations of black popllatton. In other 

words, since most of our previous tests dfd net include detailed 

geographic controls. It Is possible that contr2ctors are closer 

tc blacks, and that "'1at we have labeled a ccntractor effect is 

really tn part a geographic effect. 

In this chapter we will show evidence that black employment ----
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stratlng the importance of the local labor mar~et. We will also 

show that aff irmatlve action has been successful in promoting 

black male e~ployment even ~hen geographic effects are controlled 

for. 

The first section of this chapter reviews Kain's work and 

that of hf! subsequent critics. The second se<tion discusses our 

·results, and the third presents our conclusions. 

John ~ain's work ~as th~ first to link di!crimination tn the 
__=.:.:.:.;.__:_:_:~~~~;;......:-----~~-----------~~ ------

housing market to the distribution and level of non-white em lo -
------~ ... ::o:;;n-. ~ ~ ... ~~· " , 

ment In urban areas. Kain used data on place cf ~ork and place 

cf restdence obtained from the Detroit Area Traffic Study of 

1952, and the Chicago Area Traffic Study of 19~6 to test three 

hypotheses: First, residentt ~ l segregation affects the geographic 

dfstrfbutlcn of black employment. Second, re!identlal segrega­

tion Increases black unemployment, an·d third, the post-war subur­

banlzatton of employment has hindered black em~loyment. The cen­

tral tests In this work are regressions fer ea<h city of the per-

cent black employed across ~orkplace zones on the percent black 

resident In each workplace zone and on distance from the ~ajor 

black ghetto. Kain's major finding is that blacks share of 

employment ls significantly higher In heavtly tlack neighborhoods 

and close to the major ghetto. 

One Interpretation of this result fs that residential segre-
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gatlon causes employment segregagatlon. From · this it follows 

that the underepresentatton of blacks In emplo~ment may overstate 

employment discrtmtnatton, and that the suburbanization of 

employment will tend to reduce black employment opportunities and 

increase black unemployment. 

Kain's work attracted much criticism on beth empirical and 

theoretical grounds. Offner and Saks reanalyzed the Chicago data 

and found that the original results .were sensitive to specifica­

tion. In particular. Offner and Saks found evidence of tipping 

behavior: black employment share Increases at an increasing rate 

as black residential share Increases. One possible policy 

Interpretation of this result Is that residential Integration 

night decrease employment opportunities for tlacks. While this 

point provcked further controversy. for our purposes here it is 

t~portant tc bear In mind that Offner and !aks' results agree 

with Kain's in showing that black employment share increases with 

distance from the major.ghetto. 

Once statedt thts result seems obvious. eut does It then 

follow that black unemployment can be partly blamed on the physi­

cal lnaccessabtl lty of jobs? Some recent work buy Ellwood has 

argued that, surprisingly, the answer may be nc. Examining unem­

ployment tn Chicago during the l970's• Ellwood finds that dis­

tance and travel time from potential jobs cannct account for much 

of black unewployment, suggesting that, Jn som~ sense, there may 

be ''enou~h'' jobs for blacks near the ghetto. Nevertheless. 

this may be true at the same time that black access to jobs 
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beyond the ghetto ts constrained. 

The thecret ical criticism of Kain's ~ork, which Kain himself 

notes, fs that hf s results are consistent ~Ith a world In ~hich 

blacks are choslng the opti~al place to liv,. The issue is 

essentiall~ one of stsnultanelty and reverse ccusatfon. If there 

\lllere no residential discrimination, but strcng and pervasive 

employment ~iscrlmination• blacks might fine tt advantagous to 

1 tve near plants that would employ them. While this is unlikely 

to be the dominant trend, ft would make improvements in urban 

transport and efforts at residential integrattcn largely beside 

the point in ameliorating the employment problems of urban 

blacks. 

It ts very difficult to give this argumert much credence. 

First, there is an abundance of independent e~tdence demonstrat­

ing the strength of residential dlscrfmtnation and segregation. 

If ·anything, one lesson from the history of federal efforts to 

integrate neighborhoods and "'°rkplaces over the last two decades 

Is that ft ts far easier to get whites and blacks to work Side by 

side than It is to get them to live side by side. Secondly, 

tastes for discrimination are not untform. W~ile a neighborhood 

may tip, It is difficult to believe that the reason so few blacks 

live tn the suburbs Is because all suburban employees discrim­

inate against them. Afterall, If there were no residential 

dlscrlmlnatlcn, all tt would take to Integrate a neighborhood 

~ould be one enlightened employer. Third, given that housing, on 

a quality adjusted basts, Is more e.l(pensive tr the central city, 
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why should all the non-discriminating ffrms cluster around the 

central central when they could presumabl~ offer their black 

~orkers lo~er wages elsewhere? 

~n this chapter we test for causalfty by comparing changes 

In residential and employment segregation over time in a sample 

of large cities. In the following section, we test for the 

l•pact of residential segregation on employmert segregation, and 

for the Impact of afftnnatlve action condltioncl on residential 

segregat I on. 

Los-Angeles and Chicago are polar cases tr terms of residen­

tial segregation, Chicago being among the most highly segregated 

American cities, and Los Angeles among the lea!t. But even the 

most Integrated cities In America are still essentially segre­

gated. The Watts riots of 1965 demonstrated t~at blacks In Los 

Angeles, as In other cities, felt dlsenfrcnchtsed and disen­

chanted. The McCone Commission report on the causes of the riot 

focused on the problems faced by blacks In f tndlng and holding a 

job, and pctnted out that ''the Inadequate and costly transporta­

tion currently existing throughout the Los Angeles area seriously 

restricts the residents of the disadvantaged areas such as South 

Central Les Angeles.'' Have the changes made !ince 1965 made any 

difference? 

To brtng some empirical 1 ight to bear on these issues. this 

study analyzes the change Tn establishment level employment demo-
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graphics between 197~ and 1980 as a function of residential demo­

graphics s~rrcunding the workplace, and as a fLnction of distance 

and travel tine from concentrations of black pcpulatlon • 

. Our 'results may be s(mply stated• First, distance from the 

main ghetto is one of the strongest and most significant deter­

minants of levels and changes in the racial ccmposltton of the 

workforce. The further away an establishment Is from the ghetto 

·the fewer blacks It e:nploys and the slo1111er the rate at which It 

adds blacks to its workforce over time. Patterns of residential 

segregation are strongly reflected tn patterns of employment 

segregation. This Is a phenomena both the ccurts and the OFCCP 

have taken Into consideration tn comparing and employer's demo­

graphic patterns wlth those of the local labor market. 

Seconc, and most Important for the central thesis of this 

study, affirmative action still promotes the employment of black 

males even when residential demographics and clstance from the 

main ghetto are controlled for. Contractcrs are not located 

closer to concentrations of black population tn any significant 

,.ay, as cne simultaneity argument would run. By promoting the 

integration of the workplace, affirmative acttcn holds out the 

promise of r@ducfng residential segregation In the long run. 

Thtrd, the postttve impact of untons on black male employ­

ment is alsc not an artifact of location. Even when residential 

demographics are controlled for, unionized plants still Increase 

their employment of black males at a faster rate than non­

unionized plants. 
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Emplo~ment patterns for blacks have been !trongly influenced 

by restdential segregation. The level anc rate of growth of 

black emplcyment are both higher closer to t~e ghetto. While 

affirmative aetlon has been successful in prompting establish­

me·nts in beth the central city and the suburbs to hire more · 

blacks, Its efficacy In lntergrating the work~lace ts still 1 im­

lted by residential segregation • 

. ~ . : 
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The. wastebaskets of Washington are all too familiar with 

proposals . tor the reform of regulation. This chapter suggests 

~ays in whicn the operation of the OFCCP could be improvea, but 
r 

'Gre usefully it frames ways to think about . what the OFCCP does. 

This chapter explores the efficient allocation of the UfCCP's 

re3ulatory effort. Couching the analysis at times in terms ot a 

multi-product, multi-market ~onopolist, the first section 

discusses allocation across firms in light of spillovers across 

firms, across goals, and across time. Next we consider the regu-

latory tools available to the OFCCP, and the constraints on their 

usa. The OFCCP can be broadly conceived of as pursuing either 

anti-discrimination or income redistribution policy. The impli-
--,,.,.....,.--"'.~""-=-==-""' ~""; - -:.- ~--~-....... _..._ . .-,...-.;;.....----
cations of these t\ .. o distinct goals for targeting enforce!ftent are 

explored in th~ next two major sections. Finally, the implica­

ti~ns for targetting of current operatins procedures within the 

OFCCP are explored. 

The OFCCP at any point in time, has a fixed amount o.f money 

and manpower with which to enforce affirmative action. At the 

roughest level, it faces a theoretical problem common to all 

re~ulatory agencies in allocating these limited resources. The 

pr~blem is theoretically similar to that of a ~ulti-market mono­

polist with a ~ixed o~tput. 

~ .' ' 
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Suppose the regulator's goal can be collapsed into one 

di~ension. which we label t+. We will discuss a few plausible 

definitions of +t ·later. Assume the regulacor Is constrainea 

only by a fixed budget. 6. If total cost is unchanged by varying 

across fir~s the allocation of a given level of asgregate regula-

tory pressure. then the regulator's problem is to: 

.there 'tt < J is a ·production function • 

XI is the level of reg~latory pressure on firm i 

C is· a cost function 

B Is the regulator's budget 

\ is a lagrange multiplier on the budget constraint 

(1) 

The regulator will now optimize by choosing Xl and X2 s~ that: 

t+l s ii2; the marginal benefit of regulatory pressure is equal­

ized across firms. 

This simple formulation establishes an intuitive toundaticn 

for more complex variants. Hore realistically, costs are an 

increasing function of the level of regulatory pressure in each 

f I rin. Escalation from a compliance review to administrative 

pr~ceedings to debarment proceedings increases costs. In this 

case the regulator's problem is: 

Th~ regulator will now ce at an optimum when the ratio of margi­

nal benefits is equal to the ratio of marginal costs: 
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. "'1 -- (3) 
•2 

Assuming t'>O, C''<O~ tflt tt2>0, ttllt tt22(0, tt/t need not map 

one-one onto Xi, but takfn~ the budget constraint into account 

~ill lead to a unique solution. In particular, this solution 

su~gests that if one firm ts a push-over, or a good corporate 

citi~en, that yields easily to government pressure, then pressure 

should be reallocated toward such a firm where relatively great 

3ains can be obtained ~ith little resistance. In such a worla, 

the acco~odating firm invites attack, and the most recalcitrant 

may ;o unchallenged. 

Spillover effects ore also likely to be important. In terms 

~f the multi-market monopolist analogy, the markets are not per­

fectly Isolated. A positive spillover, or demonstration effect, 

occurs when bringing regulatory pressure to bear on firm A 

Improves firm B's performance. Negative spillovers might plausi­

bly ·occur if ther~ were only a few firms in a given labor market: 

(ollgopsony), so that if one firm hired many minorities it would 

be more difficult for other firms to perform well. The small 

numbers case Invites strategic behavior with no obvious closed 

form solutions and is irrelevant in the eyes of the OFCCP, so ~e 

leave it aside and concentrate on the demonstration effect. Now 

the regulator maximizes 

where 'i is fir~ i's response function to regulatory pressure. 

At an optimum 
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(5) 

The ratio of marginal benefits is again set equal to the ratio of 

Dargnal costs, but now the •argfnal benefit of regulatory pres­

sure on firm 1 includes ~he de~onstratlon effect on firm 2 in 

addition to the direct effect on firm l. 

So far we have assumed that the regulator had a single goal. 

In reality the goals of the OFCCP are more complex. As protec­

t ion under affirmative action has been extended to additional 

de~ographic groups, the policy of the OFCCP In promotins the 

interests of any one protected group has become problematical. 

The regulator's policy now depends on externalities across goals 

~ithin firms, which may be either positive or negative. For 

example, suppose the regulator ls interested in two demographic 

groups, females and blacks, and so maximizes 

(b) 

111here 6 Is the firm's production function for femal~ success 

t is th~ firm's production function for black success 

XA -is regulatory pressure for female success 

xe ls regulatory pressure for black success 

Now the first order conditions yield: 

(7) 

. -· - --· --- -·· - _..,._ __ ... -- ·-·· ... ··-·---· . ·-·. 
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If there are economies of scale In enforcement or compliance, 

then •2, 62 > o. In this case there Is positive spillover across 

goals, and by promoting females the OFCCP would also promote 

blacks. 

In the opposit~ case, •2, 62 < 0 there is negative spill-

over. There are limited resources for compliance within the 

firm; and the number of job openings is limited, so by pushing to 

attain female goals, the OFCCP frustrates the achievement ot 

black goals. A quiet wcy to kill affir~atlve action is to extend 

Its benefits to all groups, thereby benefltting none outside the 

affirmative action bureaucracy. 

The degree of negative spillover Is likely to depend on the 

size of the demographic group. elacks typically make up a 

smaller proportion Of the labor pool than females, SO the firm 

can improve the situation of blacks without detracting ~uch from 

females. On the other hand, to make ~ore room for elephants the 
. 

~ice must suffer, so it is likely that •2<62<0 • If the regula-

tor wei~hts black success no less than female success, h~ will 

put more effort into advancing blacks because there is less ot a 

ne;atlve backwash onto the other group. If the regulator cares 

only about the aggreg,te levels of black and female success and 

not at all about fts dispersion across firms, he will segregate 

goals across firms. In other words, if pushing females hinders 

black success within any one firm the regulator •ho desires both 

will advance the cause of women at so~e firms, and of blacks at 

~ther firms. The ~a~e result will obtain if the second oeriva-

' 



- 256 -

tives of the firm production functions, 611 and bll are positive. 
; 

In this tipping case, the more members of a given protect~d group 

the firm employs, the easier It is to hire or promote adoitional 

ae~bers of that group. 

' The regulator faces not only the spillover across firms and 

across goals we have so far discussed, but also spillover across 

ti~e. Fir•'s behavior ts endogenous, and adjusts over time to 

perceived patterns of enforcement. For example, absent 

endogenous firm behavior the OFCCP might decide to target only 

large firms. Over time ho~ever, small firms will realize that 

for them affirmative action is not enforced, and that they have 

little incentive to comply with affir~ative action regulations. 

Such a deter~inistic policy may result in no net improvement in 

the employment of minorities and females in the contractor sec­

tor, but simply a reshuffling from s~all to large firms. This 

argues for a randomized tar;etting policy In which no group ot 

firms this side of heaven faces a zero probability of enforce-

~ent. 

The broad issues involved in the efficient allocation of 

re;ulatory effort . have been discussed In this section. The OFtCP 

sh~uld allocate its effort across establishments so as to equal-

ize the marginal benefit gained from each establishment. ln so 

doing, the OFCCP should take account of a variety of spillovers. 

First. there are demonstration effects acrO$S firms so that pres-

suring one firm mey send a strong signal to others. ~econc, 

th:re rnay be either economies of scale or tradeotfs within the 
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firm between pursuing affirmative action tor different demo-

;raphlc groups. This may also Involve tipping beh~vior within 

firms. Finally, fir~ behavior Is endo~~nous over time, and is 

expected to respond to the OFCCP's past record of enforcement. 

• 

. .. . . . - . 
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Given a fixed budget to deter crime, how should it be spent? 

A potential criminal worrie! about the probability ot being 

caught as well as the penalty if caught. Standard deterance 

~o~els tell us that If the criminally minded are risk averse, or 

i~ the marginal cost of intensive regulatory pressure is decreas­

in3, while that of ext~nsive pressure is non-decreasing, tnen it 

Is more efficient for the regulator to increase the penalties 

imposed on crf~inals than to increase their probability ot beins 

caught. 

OFCCP enforc~ment can be thought of as a two stage process. 

The OFCCP audits some firms in compliance reviews. Some of those 

considered deficient and recalcitrant are pursued to the next 

level of enforcement. The costs to the OFCCP of a compliance 

review or of an administrative proceeding are assumed to be 

f i~ed, so the OFCCP's proble• is to choose the optimum levels ot 

compliance review and administrative proceeDings activity, and of 

administrative penalties given its fixed budget: 

(6) 

where · F is a production function of a representative firm for 

protected ~roup success. 

R is th~ probability of a firM being reviewed. 

A is the probability of a firm undergoing ao~inistra-

tive proceedings, conditional on being reviewe-d. 

CR is the fixeo cost to the firir. of a review. 

. - ~-·· .. -.:'·· 

i 
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CA is the cost to the f i r111 of an administrative 

proceeding. 

DR is the fixed cost to the OFCCP Of 8 review. 

DA is the f i >led cost to the OFCCP of an administrative 

proceeding. administrative proceeding. 

8 is the OFCCP's budget per firm. 

This formulation implicitly assumes homogeneous risk-neutral 

firms equally weighted by the OFCCP. 

The first order conditions yield: 

(CR+ AC")F - ~(DR+ AD") 
R C"F->..RD" 

RAF-0 

R (DR + A D" ) - B 

Equation (12) Is simply the budget constraint. 

(9) 

(10) 

Cll) 

(12) 

Equation lll) 

do~inates the solution. It is assumed costless to the OFCCP to 

increase the penalty imposed by an administrative proceeding, so 

it is optimal to drive the marginal benefit of sanction levels to 

zero by raising sanctions. Equations (9) and (10) sc;y thc;t 

re~iews and administrative proceedings should be used until their 

~arginal benefit is equal to their marginal cost, given the 

budget constraint. ·· 

Of course, the economist's advice that efficient regulation 

entails severe penalties ignores some fundamental political and 

moral realities. Hhile the public hanging of those caught ariv-



- 260 -

in; at 60 mph would likely reduce speeding, it would also be seen 

as grotesquely out of proportion to the direct social cost ot the 

crime. In addition, it is ex post inequitaole across criminals. 

Since the companion of hfgh penalties is low surveillance, a 

greater proportion of miscreants would go unpunished. The combi­

n~tion of these two Is unlikely to engender respect for the 

state. 

The practical difficulty faced by the OFCCP is In determin-

in; when the •arginal benefit from more intense sanctions is 

zero. Ultimate s~nctions, In war, In crime, and In regulation, 

have special chsracteristics. First, suppose the OFCCP could put 

a firm out of business and force It to dissolve Its assets. 

While this would serve as a stern warning to others who might 

discriminate, it need not lead directly to improved opportunities 

for minorities and females if capital adjustment costs are high. 

· Now consider the ultimate sanction actually imposed by the 

OFCCP: a corporation is barred from holding federal contracts. --- _...,.. _ _,,,.,.__~ 
This commercial e~ile is an admission of failure to influence the 

firm's behavior. Curiously, the ultimate punishment consists of ---- . ~- .... - ................. _ ~~ 

banishing the worst offenders beyond the realm of further pres-

sure from the OfCCP. A corporation that has been prohibited from 
---·~----.""'"' ~~-- ----·- - --=-w·~· --·- -

hol :tln9_ fec:ter~l_.£.?n.t~ _~ct~s .... .JL~-· al.s Q __ be~n- r..~!!!_s ed from its affir-- . --~- ..... ----
~at Ive action obligations. 

A further paradox is that where the OFCCP has effective lev-

erage because government contracts comprise a large portion of a 

firm's business,~meki)s such a disruptive penalty that· it 
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is not used. On the other hand, where one could envision actu-

ally debarrin9 a firm, the threat is weak. In fact, some firms, 

such as Sears, whose business does not depend largely on govern-

~ent contracts have pre-empted the threat by esche~ing federal 

contracts, in effect debarring themselves. In other situations, 
r 

in which firms ar~ critically dependent on the government, the 

government is often just as dependent on the firms. This is par­

ticularly the case in public util lties or In the defens~ indus-

try, where markets for specialized militory products are often 

characterized by bilateral monopoly: one buyer, one sell~r. Even 

in cases where there are ~any sellers, debarnent is often imprac­

tical. Consider the case of the briefly debarred Prudential 

Insurance Company. The sheer number of insurance and investment 

contracts that would have had to be broken and replaced 

threatened to result in an administrative nightmare. Bluntly 

put, the government cannot debar the missile maker without harm-

in~ Itself, and Its threat to debar the paperclip maker is hol-

low. The governmP.nt debarring a firm Is like a family disowning 

a son: ~hen meaningful it is too severe to be a practical threat 

for small transsressions outside the core ot the relationship, 

and It r~moves the exile from further influence -- unless he 

underestimated his dependency. 

Th is d I scuss ion sugg~~ts_ tba..t.-whJ e ef f Le i _~n.t...J:e...9U.l~t ion rnsy 
.._ 

~ n tail the threat of ~even~ pen a 1 t "I es , ;d;:e;;b~a::..:r~m::.:e::;.:n~_.d!:.:g.~""~m'""s.......,i._.l~l.~--~·.~ 

to the role. 
? ----

The etfectiv~ sanctions dVailable to the DFCCP lncluoe some 
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£, r" Y (es s tang I b 1 e than _!>a cit ;=pay a,.ar I!!., or the dDub 1 e-e nded p Is to 1 of 

rU" debar11ent. £government can at t Imes defy the econo'11 st and 

create something out of virtually nothing using show trials iJ>d 
I 

publicity. ·· --
Show trials are an efficient means of magnifying the per-

r 

ceived threat of government intervention. During the Carter 

Ad~intstration, the OFCCP pursued a few well-publicized debar-

~ents. Many were promptly enjoined by the courts, but not before 

businesses were made awcre that the OFCCP was will Ing to use its 

ulti~ate sanction. 

In part, aff ir~ative action enforcement today is a game 

played with backward-looking mirrors. An internal affirmative 

action bureaucracy has become entrenched in the la~gest corpora-

tions, and this internal bureaucracy has goals of its own that 

Internalize within the corporation the external government goals 

even when external pressure declines. Since these corporate 

aff irmati~e action professionals influence the flow of informa-

tion to the corporation concerning affirmative action regulation, 

and are usually ind·tvidually committees to affirmative action, 

they can pro~ote their own goals and enhance their employment 

prospects by keeping the threat of external pressure alive. Of 

course. we e~pect firms to learn over time the true extent ot 

enf or cecent. 

Publicity is a more subtle sanction, but It may be ~mong the 

~ost powerful available to the OFCCP. Corporate manage~ent ooes 

~~ like to be 1 abel led('"-r'acf st se~st!"J even in 

.. : . . · 
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industries that do not sell directly to the public, perhaps 

because such labels enccurage Title VII la~ suits. 

~ient regulation may entail Intense sanctions rather 

than · extensive surveillance. Debarment, however, does not seem 

tq fill the role because it is politically and economically 

costly to the government and need not be costly to the debarred 

fir~. fines or backpay awards impose direct costs on the firms 

::?YJ'fJ.'Jf'. and constitute a more 
I !.J I' . 

costs on the government. 

credible threat since they i~pose lower 

Short of that, the more subtle pre~sure 

of publicity can influence firms at little cost to the govern-

men:J 
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While affirmative action extends beyond anti-discrimination, 

one of the legs it stands on is anti-discri~ination law. 

Currently, in fact, the OFCCP is responsible for pursuing cases 

of systematic discr.iminatlon. In the administration of E.u. 
r 

112~6. the burden of proof is on the contractor, not .on the regu-

lator, so the OFCCP can often accomplish in weeks what would take 

~onths of costly litigation for the EEOC or private parties to 

accomplish. If the aFtCP were concerned only with reducing the 

etfe~ts of employment discrimination, how should its regulatory 

pressures be targeted? How should it decide which establishments 

to review? 

Although subtle- forms of discri~ination ~ay not reveal them-

selves in the underrepresentation of members of a given group, 

statistical underrepresentation does provide primae · facie evi­

dence, though not proof, of discrimination. Complete screening~ 

for discrimination would test every aspect of the employment 

relationship for color and se~ blindness. This is costly, so it ------ -~ 

seams reasonable to select for further investigation those estob-

1 ish~ents in which minorities or females are underrepresented in 

employment. While the operational definition of underrepresenta­

t i:>n has been debated in lengthy detail in the courts and else-

where, all that needs to be pointed out here Is that by issuing a 

set of vague and self-contradictory regulations, the DFCCP has 

left Itself virtually unrestrained in this area. To simplify the 
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discussion, this section assumes a fixed and known labor supply, 

~omm~n to all fir~s. 

Let tt perce·nt of a labor force population be black, with 

population variance ltf)(l-tt>. Think of a firm's employment 

pr~ctices as a color blind draw with replacement from this popu-

lat ion. The expected value ot P, the sample ~ean percent black, 

is tt. The variance of the sample mean is <tt)ll - tt)/N, where 

N is firm size. If no firms discriminate, then randomly we 

expect 2.51 of all firms to e~ploy fewer than tt-2++<1-++)/N per-

cent black. 

The legal and ~dministrative use of underrepresent~tion as 

primae facie evidence of discrimination presumes that discrimina-

tors are more likely to be in the tail of the dfstribution. But 

ho~ should the OFCCP select the threshold at which it will reject 

the null hypothesis of non-discrimination? This ~ill depend on 

the relative cost of making type I and type 11 errors. 

One goal of -the regulatory bureaucracy is to live and 9row 

by ~aximizing net political support. If its political base were 

·anti-discrimination it would gain political support by minimizing 

type II errors. If this ~ere all that msttered it woulo set a 

lo• threshold and would pressure all f ir~s. balancing this 

Incentive is the cost of a type 1 error. At low thresholds, many 

non-discrlminatin~ firms will be harrassea, breeding anta9onis~ 

and eating away political support. 

The regulator's tradeoff involves solvingi 
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MAX G - [l-pCP)]Z-a(P) C,-p(P) C11A.[N(P) CR-X-Yl (13) , 
~ith first order condition: 

-p'[Z + Cu1 - a.'C1 - '>..~CR - 0 'l 't) 
.rhere Pt Is the threshold level. Firms ~ith percent black 

below Pt are auditeJ. 

6lPt) is the probability of a type I error, of falsely 

accusin~ under the null hypothesis that firms do not 

discriminate. •' > o. 
•<Pt) is the probability of a type II error, letting 

the guilty go. •' < o. 

N(Pt) is the density function of number of firms by 

percent black. 

Z Is the political benefit of correctly identifying a 

discriminatins firm. 

CI Is the political cost of a type I error: talsely 

pursuing the innocent. 

Cll is the political cost of a type II error: allowing 

discriminators to operate unchallenged. 

CR is the cost of a review. 

X is any politicall1 neutral but financially costly 

activity of the regulator. 

Y is th~ regulator's budget. 

· The first order condition states that to maximize political 

support while sa~isfying the budget constraint, the regulator 

sh~uld increase Pt until the marginal benefit of catching 
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discriminators is equal to the marginal cost of false accusa-

ti~ns, additional reviews, and missing discriminators. 

Three figures may help to illustrate this. Figure b.l shows 

type I and type 11 errors for assumed density functions under the 

null hypothesis Ho that firms do not discriminate and under Hl, 

that firms do discri~inate. Obviously for firms of a given size, 

as • decr!ases, f Increases. · ln figure b.2 the level ot costs 

and benefit are graphed as a function of threshold level P, and 

fi;ure 6.3 shows a hypothetical net political benefit function. 

At P~ net political support is maximized. The regulator may . 
choose a threshold below P~ because of the budget constraint, but 

it will not normally choose a level above P~. 

There may be a dyn~mic between the level of political sup­

port and the budget constraint, corresponding to the political 

cycle of regulatory capture. The simple insight is obvious in a 

vastly simplified model of the political process. Consiaer two 

political regimes X and z. Under the X regime the re9ulators are 

captured by members ot protected groups, who weight type 11 

errors ~ore heavily than type I and increase the regulators' 

bu~get, allowing P to rise toward P~. ~Ince the bureaucracies• 

•eights differ from the electorates', the antagonism of the 

falsely harrassed rises until a change of regimes occurs. Under 

the Z re;ime, the regulators• budget is reduced, and type I 

errors are weighted more heavily than type II, both ot ~hich 

lo#er P, resultin~ in less regulatory pressure• In this st~rk, 

jne issue world, the regulators' weighting will be forced towards 

• 
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t d!: nt I ty ""i th· the median voters we I gh ting by the competition of 

political candidates. 

So f•r we have assumed a11 firms are th@ same size. lhe 

Vdriance of the sample mean decreases with sample size, so the 

primae facie evidence of discrimination ·in a firm with a given 
r 

percent Dlack is statistically stronger the larger the work force 
-

of the firm. Intuitively, as the firm draws a larger sample it 

is mor.e likely to resemble the population. To hold the probabil-

ity of a ·type I error fixed, as firm size n increases, Pt -- tne 

level below which · regulatory pressure Is appl led must also 

increase. We kno~ that•• Prob(P<+t-kb~), "'here++ is the popu­

lation mean, and k• is read off a table of the binomial or normal 

distribution. The threshold level Pt ls equal to ++-k•~ ,where 

~s(ttll-+t)/n)l/2 • 

So 

dP,/dn - (k./2n) ((~(1~))/n)l/2 (l~) 

This is positive, so holding' fixed implies that as the firm 

size increases the regulator should pursue firms with higher 

black representation. This is important since there is in fact a 

br~ad range of firm sizes, and 6 may be presumed to be small. lt 

would be irrelevant for large •• since k~ goes to infinity as • 

increases. 

The econo11ist·s' first rule of thumb concerning regulation, 

if he admits any role for it at all, fs that it should specify 

ends and let f lrms choose their own means toward that end in a 
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decentralized and presumably efficient manner. The previous dis­

cussion sho.ws that It beco11tes difficult to decide statistically 

.,hether the .firm Is meeting regulatory goals as the fir11 becomes 

smaller. This consideration may lend some support to the OFCCP's 

emphasis on detailed regulation of the employment process, 
t 

althDugh In practice these regulations are enforced wlth greater 
-

frequency at large than at small establishments. 

We concluded above that confronted with two firms with the 

sa~e level of below average black representation, the regulator 

sh~uld pursue the larger firm because the evidence in favor ot 

discrimination bPcomes more statistically compelling with tirm 

size. This conclusion must be tempered by placing the OFCCP 

~lthin . Its broader regulatory and legal context. Recourse to the 

OFCCP is not the sole avenue open to victims of systematic 

discrimination: they may also bring suit privately or through the 

EEOC under Title VII. The statistical evidence in large firms 

that is compelling to ~he OFCCP is also compellin9 in the courts. 

By the same token, the OFCCP can pursue less compelling cases 

•hich stand less chance of success in the courts. Given its lim­

ited resources and comparative advantage, this suggests that the 

OFCCP temper its pursuit of large firms and divert some resources 

to~ards cases that are not likely to be resolved in private liti­

' gation because they fall short of court standards. 

Up to now we ha~e concentrated on the problem of interring 

discrimination on the basis of sample proportions. Suppose we 
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no~ leave this Issue aside and assume that any firm that deviates 

at all from the populetion mean discriminates. This will allow 

us to focus on the tradeoff between fir• size and deviation from 

mean black share In reducing discrimination. If the OFCCP's goal 

is to . reduce discrimination against blacks, how should it trade 

off firm size and deviation of black representation in targeting 

enforcement? 

The variance is· a i.1ell-oeveloped and tractable measure of 

dispersion. If the OFCCP's goal were simply to reouce the vari-

ance of black representation across firms it woulo target both 

tails of the dlstributton. However, the OFCCP has no mandate to 

pursue firms because white males are underrepresented. The OFCCP 

ts only concerned with the half-variance; the variation below the 

~ean. F~r simplicity we shall use the variance with the under­

standing that the OFCCP only targets f lrms below the mean. It is 

also natural . to assume that the OFCCP minimizes the weighted 

variance, weighted by firm size, because the OFCCP is m~re con-

cerned with helping victims of discrimination than ~ith absolute 

just ice. Under these assumptions, the OFCCP's goal is to target 

pressure on the bottom tail of the distribution so as to minimize 

the weighted variance of blac~s' employment share across firms: 

(lb) 

•here 

:i is employment in firm i. 

t+ Is the population me~n of blacks' share. 


