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ABSTRACT

Black Economic Progress After 1964: Who Has Gained and Why

This paper examines the incidence and causality of black economic
gains in the decade of the 1960's and 1970's. It finds that the relative
economic position of blacks, measured by ratios of black to white earnings
or ratios of measures of occupational position, rose sharply post-1964.

The greatest gains accrued to black women relative to white women; to
highly educated and skilled young black men; and to those from more ad-
vantaged homes. The traditional lack of a strong relation between family
background and education or economic position found among blacks was altered
in the period, as background factors came to play a more important role in
the socioeconomic success of young blacks and in explaining differences
between youné blacks and whites. The continued advance of blacks in the
worsened job market of the mid-1970's makes it clear that cyclic factors

do not explain the post-1964 gains. Regression analysis of time-series
data and surveys of corporate personnel policy suggest that equal oppor-
tunity activity, initiated in response to antibias laws and regulations,

is the main cause for the improved economic position of black Americans.
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Black Economic Progress After 1964:

Who Has Gained and Why?

After decades of little or no economic progress relative to whites,
blackvAmericans made substantial advances in the job market after 1964
and, to a lesser extent, in earlier post-World War II years. Studies based
on diverse data sets and analytic models report sizeable declines in
traditional discriminatory differences in the l9609£—declines-which appear
to have been maintained in the seventies. While some may (and some have)
objected to my 1973 characterization of the gains as "dramatié," heralding
the "decline of market disérimination," it is clear that beginning in the
1960s the job market for black Americans diverged sharply from the historic
pattern of persistent and unchanging black-white differentials.

| The change in the market raises many important quesgions about the

economic well-being of black Americans and the economics of discrimination
in a market economy. On the one hand are questions regarding.the nature
of black economic gains—-their magnitude, incidence, permanence, and théir effect
on the economic well-being of the biack community. On the other sidé are
questions of causaliﬁy——of the effect of factors liké governmental anti-
discriminatory activity and social programs on the demand for and supply
of black labor. Because of the complexity of major social‘changes,
controversy over programs like affirmative action, and the importance of
reductions in discriminatory differences to the black community, questions
regarding the nature and cause of black economic progress in the post-World
War II period have generated considerable scholarly work and controversy and will
undoubtedly generate more in the future.

This study uses three types of evidence to analyze the nature and cause
of bléck economic progress in post-World War II years: aggregate
evidence on‘the timing and incidence among skill groups of changes in

the relative earnings or occupational position of blacks; cross-sectional



evidence on the family background determinants of the socioeconomic achievement

of blacks; and information from company personnel offices regarding personnel

policies towérd black (and other) workers affected by civil rights legislation.
vSection one of the paper summarizes aggregate evidence on the timing

of black economic gains and on the incidence of gains by demographic and skilll

groups. It finds that gains have been concentrated in the post-1964 period;

have not dissipated in the 1970s despite high rates of unemployment; and have

Been largest among more educated or skilled workers, younger workers,

and female workers. Section two examines the effect of family background

factors on black educational, earnings, and occupational attainment. It

finds that young blacks from more advantaged family backgrounds have

made especially large gains in the market, to the extenf that family

 background has become a much more important determinanf of black socio-
econoﬁic position than in the past. As a result of the decline in black/white
economic differentials and the enhanced impact of family background on

black educational and economic attainment, background differences appear to

have become a more important impediment than market discrimination to

attainment of black-white economic parity among the young. Section III

turns to the issue of causality. It argues that the timing and incidence
of gains and the information on company personnel and_emﬁloyment practices
supports the proposition that governmental antibias activity played a major
role in the change in the job market. The evidence from company studies is
given great weighf in evaluating causality in light of the usual problems

of interpreting econometric results.

I. Measuring Black Economic Gains

Analysis of the nature of black economic gains depends at least in

part on the statistical measures used to evaluate the economic status
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of blacks relative to the economic status of whites. In this paper I am

X ° -
concerned with patterns of labor market discrimination and choose measures

of relative economic status designed to reflect market discrimination. 1In
the framework of the standard economic analysis of discrimination, dis-~
criminatory differences will be defined as differences in wages, employment,
or occupational attainment between otherwise comparable workers that can

be traced to the effect of prejudiced employers, employees, unions, or
consumers on the demand for labor. The conceptual experiment which measures
such discrimination would be to change the race (religion, sex, etc.) of

the individual and observe what happens to his economic:position. A
possible practical experiment would be to present employers with a set of
job applications from workers that differ solely in, say, their race and
find out who would in fact be hired. Discrimination could 5e inferred

from a deviation in the selection process from that predicted by random
sampling. In the absence of such experiments, discriminatory differences
will be measured as a "residual" from comparisons of economic position
corrected for productivity-related or income-related characteristics,
including diverse measures of pre-labor market factors. Since labor market
discrimination involves shifts in demand schedules, which depend on ratios
of productivities and wages, the analysis will concentrate on relative
rather than absolute economic differentials between blacks and whites.

Since individuais rather than families are employed in the job market, the
analysis will deal solely with measures of the economic poéition of individuals,

and not with family incomes.

The Decline in Discriminatory Differences

Evidence that the labor market position of black Americans improved
significantly after 1964, and to some extent earlier, is substantial and

growing. Aggregate statistical measures of individual incomes or occupational



position reveal a sizeable "twist" in the trend line for the incomes and
occupatibnal attainment of blacks relative to the incomes or occupational
attainment of whites after 1964 (R. Freeman, 1973a; W; Vréman; S. Masters). Cross-
sectional and longitudinal data, available from computer tapes on thousands

of iﬁdividuals,.corroborate this finding. Comparisoné of‘earnings functions
estimated with data from the Census of Population of 1970 to earnings functions
estimated with data from the Census of Population of 1960 show a sharp drop in the
effect of race on earnings (J. Smith & F. Welch). Detailed investigation of the
National Longitudinal Survey has found the occupational'poéition of young

black men entering the market after 1964 to be essentially the same as that

of young whites with similar pre-market background characteristics (R.

Hall and R. Kasten). The 1973 Occupational Change inaa-Generation Survey

has shown marked advances in the relative position of blacks, particularly

those aged 25-34, compafed‘to the comparable 1962 survéyv(R, Hauser &'D,
Featherman). Several studies'briented toward other labor market problems

have found that the traditionally large negative impéqt of being black on
economic sﬁatus ﬁas become much smaller than in the pasf (Kt Viscusi,

W. Epstein, A.’Astin, R. Méyer and D. Wise). Finally, in contrast

to earlier studies which showed that blacks had relatively small gains

from additional schooling (G; Hanoch, R. Weiss), evidence for the late

1960s show a marked convergence in the return to black and white male

investments in schooling, especially among the young (L. Weiss and

J. Wiiliamson, F. Welch, R. Freeman, 1974a).

Some of the statistical evidence on the improved labor market position
of black (or nonwhit:e)3 workers ié givén in table 1, which recordé ratios
of the income or earnings of nonwhite workers to the income or earnings of
white workers.’ Columhs 1 and 2 give ratios for 1949 (except where noted) and

for 1959, respectively; column 3 gives ratios for 1964, when the Civil Rights Act



-

was passed but prior to its becoming effective; column 4 records ratios for

the peak year of the late sixties Boom, 1969; while column 5 records ratios

for the latest year for which data are available. Because the Bureau of the
Census did not publish incomes by race and occupation or by race and age until 1967
and did not ask for '"usual weekly earnings" until then, the figures for those
categories in the 1964 column relate, as noted in the table, to 1967.

Columns 6 and 7 present average annual changes in the rétios for the
period preceding 1964 and the period following 1964. In the lines where
data is not available until 1967, the pre-1964 changes cover the period
1949 to 1959 while the post-1964 changes are from 1967 to the finalnyear.

If; as seems reasonable, declines in market discfimination move income

ratios toward an asymptote of unity, annual percentage point changes can

be expected to decline over t:ime.4 Hence, any acceleration in rates of change
should be viewed as evidence (allvelse the same) of significant structural
change in the market.

Lines 1-5 present figures for male workers, decoﬁpbsed by occupation,
education, and age. Lines 6-9 treat women. As thé average female income
ratios approach unity by the end of the period and exceed unity within
disaggregate skill groupings by the early 1970s (Freeman, 1973), I
have not decomposed these earnings ratios into the detailed groups used
for men.

There are three basic findings in the table. First, contrary to
the fears of several analysts that the advances of the late 1960s were due
to cyclical rather than more fundamental market changes (see the comments
to my 1973 Brookings paper), the gains in the relative income of blacks
did not erode through the severe recession of the mid seventies. Indeed,
exéept for the figures in line 1, the data give little evidence of

deceleration in the rate of gain after 1969. Of particular interest:



is the large incréase in the ratio of black to wﬁite median usual
weekly earnings from 1969 to 1976, which suggests that black wage rates
rose rapidly even when unemployment was sizeable. Among women, the
income ratios rise'sharply in the seventies to approach unity by 1976.

The second finding of the table is that in all of the comparisons
given, the rate of increase in the black/white income ratio is greater
after 1964 than before 1964, despite the fact that the "incomé gap" to
be closed tends to be smaller in the latter period. Larger increases
post-1964 are avneéessary "first fact" (other factors.held fixed) for any case
to be made regardiﬁg the impact on the job market of the diverse anti-bias
activity which became intense in the mid sixties.

Third, with regard to incidence, the income ratios in table 1 reveal markedly
different rates of progress for various groups of bléck workers. Among men,
greater gains were made by younger black workers than by older black worke;s with,
for example, the income ratio for 20-24 year old full-time and year-round workers
rising by 13 percentage points from 1967 to 1976 compared to almost no change for
those aged 45-54. Greater gains were also made by the more highly qualified,-
such as professionals, managers, and (to a lesser extent) craftsmen.

Perhaps most importantly, the income ratios in line 6, which focus on persons
Qith the same education and age, show larger gains for young black college
graduates than for young black high school graduates. 1In 1976, 25-29 year

old black male college graduates earned almost as much as white male college
graduates. The_rétio of black to white earﬁings for College men was much higher
than that for young high school graduates, a result which contrasts markédly with
that found in earlier years (Hanoch). Studies of other data sets also find that
better educated and young black men obtained greater advances in the post-1964
period than did less educated and less skilled older workers (see J. Smith

& F. Welch). Black women, as noted earlier, had especially large gains



in relative income, due in part to their movement from household service
jobs to factory and clerical positions (Freeman, 1973a).

Table 2 turns to evidence on the occupational attainment of black and
white workers. The occupation data have two advantages in analysis. First,
occupation may be a more permanent indicator of economic status than incomes,
which tend to be sensitive to cyclical ups-and-downs and other transitory
fluctuations. Second, unlike income comparisons, which could be biased by
investments in newl& available opportunities to attain higher lifetime
incose streams,6 occupation is likely to reflect the result of relatively
enduring movements into higher or lower paying jobs. Even if the income gains
of black men had slackened in the seventies (which doés not appear to be the
case) evidence of continued occupgtional advance might be taken as indicative
of continued declines in discriminatory differences.

The position of blacks in the occupational structure is measured in two
‘ways in the table. Lines 1 and 2 record ratios of fixed income weighted indices
of the value of the nonwhite and white occupational structures. These are calcu-
lated by weighing the proportion of aonwhite or white persons in an occupation by
the median incomé of all men or women in the occupation reported in the Census
of Population of 1960. When the job distribution of nonwhites shifts toward
‘higher income occupations relative to the occupational distribution of
whites, these statistics will rise, and conversely when the blaék job
structure deteriorates compared to thét of whites. During the period
covere&, the data show a marked improvement in the relative occupational
position of nonwhites, particulagly after 1964. Frqm 1964 to 1969 the ratio
of occupational indices rises by .04 points for nonwhife men and .11 points for
nonwhite women; from 1969 to 1977, the increases were .05 and .12 points respect-
ively. .Overall, the rate of nonwhite advance acceleratéd by 0.4 points for both
sexes after 1964. For men, it increased by 0.7 points per annum in the post-

1964 period compared to 0.3 points per. annum in the earlier period. For women

?
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Table 1: The Ratio of the Earnings of Nonwhites or Blacks to the Earnines of White
or All Workers and Annual Changes in the Ratlos, by Sex, 1949-19762

Earnings Annual Changes in Earnings in Rati{os
Group and Vartable ’ Pre-1964 1964 Post-1964 Pre-1964 to f1964"b "1964" to 1975°
. 1949 1959 1969 1976 ‘

Males
1. Median Wages & Salaries

all workers .50 .58 .59 .67 .70 - 0.6 0.9

year-round and full- .640 .62 .66 .69 .75 0.1 0.8

time workers '
2. Median "usual weekly = — @ -= .69° .71 .78 _ T - 1.0
earnings

3. Median Income, by Age, all workers(1949-1959) and
year-round and full-time workers (other years)
e

20-24 .66 .64 .70 .82 .82 -0.2 1.3
25-34 : e0f Lt L15° .72 .81 0.1 0.7
45-54 .54 .55 .66 .64 .67 0.1 : 0.1

4, Median Income, all workers (1949, 1959) and
year-round and full-time workers (other years) by Occupation

Professionals .57 .68 .  .69° 73 .84t 14 2.6
Managers .50 .57 665 .60  .728 0.7 1.1
Craftsmen ' .63 .66 .n¢ g4 788 0.3 1.0
Operatives .72 .70 .78 .80 .84% . -0.2 0.9
Service Workers .78 .76 .75¢ 77 .848 -0.2 1.3
Laborers .81 .83  .13¢

.88 .85% ‘ 0.2 1.7

5, Median Income or Mean Earnings for Young Men
25-29 years old, by education

high school graduates .73 .70 - - n - =0.3- 0.4

college graduates .67 .70 - - .94 . 0.3 1.4
Females

6., Median Wages & Salaries

all workers .40 .53 .58 .79 1.01 1.8 3.6
year-round and full- .57% .66 .69 .82 .9 1.3 2.1
time workers
7. Median "usual weekly — - .80¢ .83 .9 - 2.0
earnings" .

8Lines 1, 2 and 6 and 7 give the ratios of the earnings of nonwhites to the earnings
of whites. The data for 1969 and 1959 in all of the other lines give the ratios of
the income of nonwhites to all workers. The remaining data give the incomes of ’
blacks relative to the incomes of all workers.

Prhe data in lines 3-5 are from 1949 to 1959.

“The data in lines 2-5 and 7 begin with 1967 as the initial year.
dData relateyto 1955.

®Data relate to 1967

fData are for 25-29 year olds

gData are for 1974 since median incomes by occupation and race were not published
after 1974. '



Table 2: The Relative Occupational Position of Nonwhite Workers
and Changes in Position, 1950-1977

Position Annual Change in Tositjon

1950 1964 1969 1977 1950-1964 1964-1977

Group and Measure of Position

Ratio of Nonwhite to White'Index of Occupational Position®
1. Male .76 .80 .84 .89 0.3 0.7

2. TFemale .49 .69 .80 .92 1.4 1.8

Relative Penetrationb into Selected Jobs

3. Professionals, male .39 .45 .48 .64 0.4 1.5

4. Managers, male ‘ .22 .22 .28 .43 0.0. . 1.6

5. Managers, male coil.ege» .42 .41 .49 .72 0.0 2.4
graduates, only » :

6. Crafesmen, male L4l .58- .68 72 1;2 1.1

7. Professionals, female .47 .60 70 .89 0.9 2.2

8. Clericals, female 15 .33 .55 .72 1.3 3.0

‘a L] - <
Index calculated as ratio of %ajjwi for tlacks (j=1) and whites (j=2) where a,, =
. . . 3 i ]
§haf§5;f workers in the Jth group in occupation i and Wi = median income of all workers
in . . . .

b . '
%4 nonwhites employed in the occupation/% white workers employed in the occupation.

Source: lines 1,2, 1964, 1969 U.S. Department of Labor Handbook of Labor Statistics, 1974,
;able 19; é975, Employment and Earnings (January 1975), table 22, p. 152 1950, from U.S.
ureau of Census, Census of Population 1950 Education P-E No. 5B, table 11 88-94
(figureg for 14 and over). T : » pp. 55794,

A lines '3-5: 1964, 1969, 197 7 from U.S. Bureau of Labor Statistics, Educational
ttainment of Workers, Special Labor Force Reports No. 53, table J, P A-14, No. 125,

table J, p. A-29, No. 209, table K A-20 p. ci
. | s D . 1950 from U.S. Bureau of the Census, op. cit.
table 11, pp. 88-94 (figures for 15 and over). v ’
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it increased by 1.8 points per annum from 1964 to 1977 compared to 1.4 points

from 1950 to 1964.

The'secénd measure of the relative occupational position of nonwhites is
the "relative penetration ratio." This is defined as the ratio of the proporticn
of all nonwhite workers in an oécupation to the propor;ion of all white workers
so employed. When it is unity, nonwhites and whites are equally represented in an
occupation; when it is below one, nonwhites are less than proportionately represented,
and conversely, when it is above one. The statistics in lines 3-8 show a marked
post 1964 improvement in the relative proportion of nonwhites in the "good" jobs
covered in the table and indicate that the movement continued, in some instances
at an accelerated rate, into the 1970s recession. Among men, the rate of advance
into professional and managerial jobs accelerates shérply from 1964-1969 to
1969-1977. Of particular importance is the large flow.df‘nonwhite‘male college
graduates into managerial positions in the latter period, presumably the résulf
of changes in education and career training induced by new opportunities
(Freeman, 1977).

fhe appareatly strong '"new market" for high leﬁel.black workers is -
pursued in tabie 3, which presents data relating to the relative income of
selected groups of highly educated or skilled black‘wdrkers. Lines 1 and 2
show that among Ph.D.'s and faculty blacks earned roughly as much as comparable
whites in 1973, which contrasts sharply to long sﬁanding patterns of market ‘ "
disérimination. The evidence in line 3 shows that the starting pay of black
male collegg_graduates was roughly équal to the starting pay of white male .
college graduates as early as 1969, a finding corroboratéd through 1973 by
analysis of the National lLongitudinal Survey (Grasso). Line 4 gives
approximate earnings ratios from a recent American Council on Education
survey of graduates,7where it was reported that for recent college graduates,

"blacks can command higher salaries than whites . . . as a result of strong
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Table 3: The Ratio of the Earnings of High Qualified Black Workers to

High Qualified White Workers in the late 1960s and Early 1970s

Ratio
1. Doctorate Workers (1973)
| Total 1.01
Physical Science - 0.95
Social Science _ 1.12
ﬁngineers ' 1.02
2. Faculty (1973) |
Initial , A .93
 "Adjusted” for Quality? 1.00-1.07
3. Starting Bachelors, Selected Colleges and Majors (1969)
Howard, B.S. civil engineering ‘ ‘ 1.00
Howard, bachelors, business fields .97
North Carolina A & T, engineering ’ .92
. Texas Southern, MBA 1.07
4, Bachelors Graduates, 1 Year after degree (1974)
Business ’ - <1.13

School teaching <1.36

Source: line 1, National Science Foundation, Characteristics of Doctoral Scientists
and Engineers in the U.S., 1575. Detailed statistical tables, appenuix b, '
table 3-1C, p. 141. : : ' -
' line 2, tabulated from American Council on Education, 1972-3 survey of teaching
faculty, as reported in Freeman (1977) table 3.
line 3, Freeman 1974b, table 3-3.

line 4, ‘Astin, pp. 154-157

%There is a range of estimates depending on what characteristics are adjusted for.
The lower estimate excludes type of institution employed as a characteristic.
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affirmative action pressures on business and industry,” (Astin, p. 155). Any
explanation of the improved market for black workers must come to grips
with the pattern of change in which young and more qualified'men appear
to have made espeéially large gains relative to other black men.
There are two basic conclusions to be reached from this review
éf black economic progress. First, the advances in the 1960s and to some

extent earlier which motivated my 1973 Brookings paper have not been eroded

by the weakened job market of the 1970s and thus cannot be readily attributed,
as some argued, to the late 1960s boom. More is invol#ed than simple
cyclical patterns. Second, the rate of black economic advance has differed
significantly by sex, education, age, and skill groups. Black women attained
approximate parity with white women having similar skills, though both groups
trail white men by considerable amounts. Among men;.where sizeable economic
differences remain overall, the differences declined most and/or became
smallest among the highly educated and skilled. Large advances were made by
the young, especially those going on to higher edﬁcation, possibly because
the young were not hampered by past discriminatory practices and human capital
investment decisions, which effectively "lock'" experienced personnel intb

particular career paths and seniority ladders from which change is difficult.

II. Changed Social Mobility Patterns and Discriminatory Differences,Among‘

Young Men

The extent and incidence of econdmic advance among.young black men is exam-
ined in greater detail in this section with data from ﬁhe National Longitudinal
Survey (NLS),8 which contains information on the labor market position, family
background and diverse other variables for about 5,200 young men. The analysis
concentrates on the family background determinants of educational and labor
market attainment and on the contribution of background factors to differences

between blacks and whites in years of schooling, earnings, and occupational position.
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For the purpose of determining whether there have been changes in mobility
patterns, the effect of ‘background factors on young men in the NLS sample is
compared with the effect of background factors on older men from the comparable
NLS survey of 45-59 year olds in 1966 on the assumption that the socioeconomic
status of the older men was essentially determined years earlier) and with

the results of studies covering the pre-1964 period.

The principal finding is that, in contrast to the‘pattern of social
mobility before 1964, when family background was found to have relatively
small effects on black achievement and when only a modest fraction
of black/white économic &ifferences could be attributed to the "burden of
~ background", 9 in the late 1960s background factors became an important
determinant of black socioeconomic advancement and the major cause of economic
differences between black and white young men. The implication is that blacks

from more advantaged backgrounds made greater gains in the market than those

from less advantaged backgrounds.

Measures of socioeconomic position

This study examines the effeét of family background and other variables
on four measures of socioeconomic achievement: the years of schooling
attained by an individual; weekly earnings; annual earnings; and an index
of occupational position, the median income of male workers in the individual's
3-digit occupation in 1969. The weekly earnings variable (obtained by division
of yearly earnings by weeks worked over the year) is designed to measure rates
of paylO while the yearly earnings Gariable depénds on time worked over the
year as well és on the rate of pay. The index of occupational position uses

the same incomes for blacks and whites in an occupation despite differences

in earnings within occupations so as to focus on occupational attaimment.
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Measures of family and other background variables

The following variébles'are used to measure family backgrouﬁd:

Years of schooling of the head of the parental famiiy,‘which is entered
in regressions expiaining ;he individual's years of schooling but not in
the regressions explaining labor market attainment, since parental education
appears to affect individuals through schooling rather than directly.

Living in a one parent/female home at age 14, a 0-1 dummy variable
entered to control for differences in the economic resources between
households which include a male head and those which do not and for the
possible effect of the absence of a male "role model" o6n the young.

The occupational attainment of the head of household at age 14,
measured by the logarithm of the median income of male Qorkers in the
three-digit occupaﬁion in which the parent worked, as given in the U.S.
Census of Populétion of_'1960].'2 Because black workers have tra&itionally been
lower paid than whites in the same occupation, the occupational attainment of
black parents is measured by nonwhite median incomes while that of white
parents is measured by total median incomes. Measuring parentél status
in this way yields larger differences between the family backgrounds of .

blacks and whites than those obtained in sociology studies which use the

same figures for the occupations of black parents and the occupations of
1
white parents. 3 Separate indicators for blacks and whites provide a closer

fix on economic differences between them, as opposed to differences in

socioeconomic status.

Three indicators of household reading resources when the individual
was 14 years old: presence of magazines, presence of newspapers, and
presence of library cards in the home, entered to try to capture some
of the more explicit activities or resources by which family background

influences the young. While by no means optimal, these measures pfovide
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some indication of activities in the home beyond the crude standard measures

of parental schooling and occupation.

In addition to the measures of family background, the calculations
also contain measures of the region and type of residence of the person at
age 14.14 These measures are entered because of the traditionél importance
of "regional background" in black/wvhite economic differences due in part to
the extraordinary discrimination in schooling in the South (Welch, 1973:
Freeman, 1974b), especially in rural areas.

The National Longitudinal Survey data reveal sizeable black disadvantages

in each of the background variables. In the young male sample the parents

of blacks averaged 7f9 years of schooling, whereas tﬁé parents of whites
averaged 10.5 years. The log of the median income of the 6ccupation of
ﬁarents of blacks was 7.7 compared to a log of the médian income of the
occupation of parents of white of 8.5; 40% of the young blacks were from
one parent/female homes at age 14 compared to 12% of the young white

men; 457 of the black youth reported having magazines in their homes com-
pared to 807 of white youth; 69% of the blacks reported the presence of
newspapers compared to 92% of the whites; 47% of the black youth reported
having library cards compared to 74% of white youths}5 In terms of the
regional #ariables, young blacks were more likely to have been brought

up in the South and in rural areas than young whites.

The sizeable differences between the family background resources of
young blacks and ‘those of young whites suggest that, if background factors
"matter" in attainment, they are likely to be a major cause of economic
inequality between young blacks and young whites. To what extent does the
educational and labor market attainment of young blacksband young whites

depend on background factors?



16

Background and scheoling

Table 4 presents least squares estimates of the effect of family
background and region and type of residence on the years of schooling
of young black and white men and, for compar ison, estimates of the
effect of these variables on the years of schooling of older black

and white men as well. Since measures of household reading

resources are unavailable for the older men, these variables have been
excluded from the calculations; their effect on the attainment of the

young is analyzed separately in table 5. Because many of the young men in

the NLS were stili enrolled in school in 1969, the year for which the analysis
was conducted, they could not report their final years completed. The
attainmeet of these men was estimated by the number of years they "expected

to complete." Experiments with other methods of estimating years completed,
ranging from limiting the sample to the out of school population to

assigning the enrolled their current years, were also made, with results

similar to those given in the table.16

The principal finding is that in contrast to the large racial differ-
ences in the effect of family and regional baekground factors on years of
schooling found in pre-1964 data (Duncan) and in the older male NLS sample,
there are at best only slight differences in the effect ef family and
regional background variables on the years of schooling of young black
versus young white men.

With respect to famiiy background, what stands out in the table is
the differential effect of parental occupation on the attainment of blacks
and whites in the young male sample compared to its effect in the older
male sample. Whereas among older men, the coefficients'on parental
occupation, as well as on parentai years of schooling, are smaller for
blacks, among the young, parental years of schooling has a smaller effect

on blacks than on whites but parental occupation has a larger effect. Given
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the differences in the coefficients on the two variables, it is necessary to

"average" the coefficients in some way to evaluate whether background facto

have a more or less powerful effect on young blacks than on young whites.

rs

One

reasonable way to form such an average is to multiply the regression coeffi-

cients by their standard deviations in the sample, divide by the standard
deviation of years attained, and sum the resultant B weights to get the
effect of a standard deviation increase in each. With this metric, family

background is estimated to have about the same effect on the years of

schooling of young blacks as on the years of young whites: the one standard

deviation changes alter schooling by .46 standard deviations for whites
versus .40 standard deviations for blacks.l7
The estimated coefficient on the region and size of place of residence
dummy variables alsoreveal striking changes between the younger and older
male samples, with the enormous deterrent effect of Southern and regional
locale on black schooling in the blder male sample (-1.8 years for the
South and -1.6 years for rural residence versus the deleted groups)
dropping to ‘insignificance among younger men (.13 years for Southern
residence and ~.5 years for rural residence). Among whites, there is a
smaller decline in the negative effect of Southern and rural residence
on years of schooling between the young male and older male samples.
Presumably because of the decline in the discriminatory allocation of
school resources in the rural South, the "burden" of Southern and rural
backgfound was greatly reduced for blacks to be about the same for whites.
Analysis of the converging effect of family background factors
on the years of schooling of blacks and whites between the time
when the younger men were educated and the time when the older men were
educated can be pursued by focusing on the effect of parental education

and occupation on what has become the "cutting edge" in investment in

education decisions, enrollment in college. Accordingly, I estimated the
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effect of the family and regional background variables treated in table &
on the probability of going‘to college, using the logistic probability
model, P = 1/(1 - gpoBiXi), where P = the probability of going to college and Xy
are the explanatory factors. In this functiomal form, the effect of Xi
on P is dP/dXi = BiP(l—P) so that the same parametric relation (Bi) implies
different changes in probabilities depending on the starting point. The
advantage of this functional specification over the linear probability
model is that it correctly bounds the esiimated P between O and 1 and
takes account of the binomial structure of the errors.

The results of the logistic curve estimation are summarized beiowvin
terms of the coefficients and standard errors for the logistic curve

parameters on the years of schooling of parents and on their occupational

attainment:
Estimated logistic curve parameter and
standard error on probability
of going to college
Young Men Older Men

black white - black white
family background variables .13 .17 .17 .19
years of schooling of parent (.02) (.01) (. 04) (.01)
In of median income of men_jin .52 .51 .03 .81
parents 3 digit occ’:upationl (.22) (.10) (.33) (.17)

Source: Freeman, 1976, table 3.

These calculations show little difference in the impact of parental years

of schooling or‘parental_occupational attainment on the logistic curve parameters
for young biacks and for-young whites but show that the parental occupation variable
has a much greater effect on older whites than on older blacks. This confirms the
finding of'a.much smaller difference between the effect of background on black

and white attainment among vounger than among older men.



Table 4:

Regression Coefficients and Standard Errors for the Effect of Background

Factors on Years of Schooling of Black and White Men Aged 17-27 and 48-622

Young Men Older Men
Black White Black White
1. Mean Years of Schooling 11.5(3.1) 13.2(2.9) 6.8(3.7) 10.3(3.3)
and Standard Deviation
of years

2. Coefficients on Parental Status Variables
Parental Years of Schooling .20(.03) .31(.01) .23(.04) .30(.02)
Parental Occupational St:at:usb .84(.21) .57(.12) .52(.32) 1.37(.22)
Residence in One Parent/Female -.71(.19) -.83(.15) -.67(.35) -.44(.21)
Household at Age 14¢

3. Coefficients on Region of Residence at Age 14¢
Northeast .04(.36) .16(.13) .42(1.07) -.10(.21)
South .13(.32) -.35(.13) -1.84(.83) -.68(.21)
West .10(.52) -.15(.15) 2.21(1.53) -.29(.34)
Northcentral - — —_ -

4, Coefficients on Type of Residence at Age 14° ‘
Rural -.50(.29) -.20(.14) -1.56(.65) -.49(.26)
Small Town .39(.27) -.04(.13) -.28(.64) .18(.22)
Small City .09(.58) .09(.19) 1.38(2.49) .09(.49)
Suburb .15(.30) -.11(.15) ..20(.67) .03(.28)
Large City ' - - S - -

5. Coefficients for Other Variables
Age : -.10(.03) .00(.01) -.16(.04) -.07(.02)
Constant 4.8 4.7 12.9 .2

6. RZ .180 . 204 .268 .296

7. Size of Sampled 1024 3235 471 1408

aRegression_s for older men relate to 1966. Regressions for young men relate ‘to 1969.
For young men who are enrolled in school in 1969, years of schooling estimated on the
basis of the years of schooling they expect to complete, as described in text.

Parental occupational position measured by median male income of three-digit occupation
in 1959. 1Income figures for all men used for whites; Nonwhite incomes used for blacks.
Data taken from U.S. Bureau of the Census, 1960 Census of Population, 6ccupational
Characteristics PC(2)-7B, tables 25, 26.

Age 15 for men aged 48-62.

dThe largest loss in the sample occurred because a relatively sizeable number failed
to report their parents' education. For results with a sample that excludes parental
education see Freeman (1976).

Source: Calculated from National Longitudinal Survey data tapes for young men and for

older men in 1969.
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Table 5 examines the effect of adding the 'household reading
resource' variables to the years of schooling regressions for the young
men. Columnsv(l) and (3) record the coefficients on parental occupational
status and pcrental years of schooling from table 4, while columns {2) and
(4) give the coefficient on those variables and on the presence of magazines

newspapers, and library cards. The decline in the coefficients on parental

occupation and years of schooling upon addition of the new variables provides
some‘indication of the extent to which the traditional background variables
operate through provision of an environment Qith reading materials.

The calculations show that the household reading resources sighificantly
influence'educational attainment and are an important intervening factor
in the link between family background and educational attainment. The
coefficients on‘parental education are reduced by 2 tp 3 standard errors and
the coefficients on parental occupation are reduced by 1 to 2 standard
errors by addition of the new variables. Crude though the calculations‘

are, they suggest a potentially important role for provision of household

reading resources as a determinant of years attained and as a major
intervening variable in the usual background-education relation. They
direct attention to the absence of reading material in black homes (which
might be améliorated by special school programs) as a likely casue of

differences in years attained among the young in the 1960s.

The Gap in Educational Attainment

Despite the significant increase in black educational attainment in.
the post-world war II period and the sharp influx of blacks into college:
in the late 19605 (Freeman, 1977, chapter 2), a substantial difference in
years attained remains among the young in the NLS sample in 1969. To
what extent do differences in schooling among the young reflect differences

in family background? Have background differences, which traditionally were
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Table 5: Regression Coefficients and Standard Error of Estimates
of the Effect of Parental Occupation, Years of Parental
Schooling and "Household Reading Resources' on Years of
Schooling of Young Black and Young White Men, 19692

Young Black Men Young White Men

(1) @  G) (4)

‘1. Index of Parental Occupational Status .84(.21) .61(.20) .57(.12) .36(.12)

2. Years of Parental Schooling .20(.03) .15(.03) .31(.01) .25(.02)

3. Presence of Magazines in the Home .81(.20) .68(.13)
(yes = 1) :

4., Presence of Newspapers in the Home 1.12(.23) .92(.19)
(yes = 1) ' :

5. Presence of Library Card in the Home .80(.21) .99(.11)
(yves = 1)

aRegression coefficients in columns 1 and 3 are taken from table 4. Regression
coefficients in columns 2 and 4 based on regressions of years of schooling on
the variables in table 4 plus the three dummy variables for household reading
resources, The sample sizes are the same as in table 4.
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found to explain only a modest proportion of the black-white educational gap,
(Duncan) , becomé an impo?tant deterrent to attainment of equality in years
of schooling between the groups?
Estimates of the contribution of family background differences to
the difference in years of schooling of blacks and whites can be obtained
by multiplying the estimated regression coefficients from tables 4 and 5

by the average difference in the level of the background variables. Formally,

if 4, is the estimated impact of X ,X., are the
i B’ iw

1 on years attained and ii
mean levels of Xi for blacks and whites respectively, the contribution

of differences in-Xi to the gap can be estimated as 51(213 - ziw) and the
contribution of all relevant variables as gai(xiB - Xiw). Since the
regressions treat blacks and whites separately, there are two sets of
coefficients for the calculations, ai from the'equations-for blacks and

ﬁi from the equations for whites.

Table 6 summarizes the results of such calculations using regression
coefficients from both the equations for blacks and the equations for whiteé,
Line 1 gives the absolute differences in years attained. Line 2 records
the percentage contributions of each of the family béckground factors to -
the difference in years attained, obtained by dividing ai(iiB - iiw) by
the absolute difference in years attained. Line 3 gives the sum of the
percentage differentials attributed to family background while line 4
records the percentage contribution of the differences in the distribution
‘of blaéks and whites by region and type of place. The figures in columns
1, 2 and 4, 5 sho@ that family background factors are a much more
important cause of black—white‘differences in years of schooling among
young men than among older men, indicative of considerable change

in social mobility patterns. The differences are particularly marked when

the regression coefficients from the black schooling equation are used
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Table 6: Estimates of Percentage Contribution of Differences
in Background Characteristics to Differences in Years
of Schooling of Black and White Men?

Based on Years of Based on Years of
Schooling Equations Schooling Equations
for Blacks for Whites
Older Men Young Men Older Men Young Men
@) (2) 3) (4) (5) (6)
Difference in years of schgoling 3.7 1.6b 1.6 3.7 1.7b 1.7
of persons of the same age
Percentage contribution todifferences
in years of schooling of differences
in:
a) parental occupational status 16 44 31 41 24 21
b) parental years of schooling 16 31 25 22 47 41
c) residence in one parent/female 3 6 6 3 12 12
home
d) "household reading resources" - - 44 » - - - 41
Percentage contribution to differ- 35 81 106 66 83 1100
ences in years of schooling of all
family background factors (sum of
2a to 2d)
" Percentage contribution of differ 14 -6 -6 14 12 6
ences in region and type of place
of residence
Percentage contribution of all 49 75 100 - 80 a5 106

background factors (3 + 4)

aEstimates of the contribution of factors to the observed differences obtained
by the following procedure. Let §i= regression coefficient for the effect of
variable i on years of schooling; ix, = differences between the mean value of
variable i for blacks and the mean value of variable i for whites. Then the
percentage contribution of the ithvariables is 4,Ax.,/ data in line 1.

Figures for columns 1 and 2 and for columns % afid 5 obtained using regressions

reported in table 4. Figures for columns 3 and 6 based on regressionc‘summarized
in table 5.

bYears of schooling differences have been adjusted for the effect of age by multi-
plying the difference in the mean ages of blacks and whites by the coefficient on
age in the schooling equations. As age has a positive effect on years of schooling

"in the equation for blacks but not in the equation for whites, this adjustment
produces a smaller difference in the analysis based on the equations for blacks
than in the analysis based on the equation for whites.
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to weight the different factors. According to column 1 and 2; for example,
only 35% of the difference between the years of schooling of oldér black
men and of older white men is attributable to family background factors
whereas 817 of the difference in years of schooling between younger

black and white men is attributable to family backgrouﬁd factors.

This reflects in large part the increased effect of backgfound

factors in the schooling attainment equation for blacks between the two
samples.

In contrast to the increased importance of differences in family
background factors as causes of differences in years of schooling, the
table shows sizeable reductions in the impact of differences in the
distribution of persons by geographic area between the two samples. This.
is largely due to the convergence in the coefficient on the geographic
variables between blacks and whites shown in table 4.

Columns 3 and 6 of the table, based on regressions whiéhvinclude
"household reading resources" as explanatory variables, show that essentially
all of the difference in educational attainment betweéﬁ young black and white
men in 1969 can be attributed to family background factors. Even with the
family resources excluded, 8047 of the difference is accounted for by back-
ground factors. Similar findings are reported by Epstein using the National
Longitudinal Survey of the High School Class of 1972 and by Hauser and Featherman
in their analysis of the 1972 Occupational Change in a Generation data file. For
young black men the disadvantages in family background have become the deterrent

to attainment of parity with whites in years of school completed.

Background ‘and labor market attainment

To analyze the effect of family and other background variables on the
labor market position of men, the three measures :f market attainment

described earlier, hourly earﬁings, yearly earnings, and the median income
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of men in the individuals 3-digit occupation were regressed on the family,
regional and size of place variables used earlier and on fears of work
experience. For young men years of experience is calculated using a complex
algorithm designed to measure, as best as possible, actual time worked.19 For
older men, years of  experience is measured by two variables: years of tenure

in a job and by age minus yearé of schooling minus 5; Parental years of schooling
was deleted from the analysis after preliminary calculations showed that
the variable had little effect on the labor market position of individuals.20
Years of schooling of the individual was first excluded from the regressions

to obtain estimates of the full or reduced form impact of background factors
and then included as an additional measure of 'pre-labor market' determinants
of labor market position. In the regressions for young men, those still
. enrolled in school were deleted fram thelcalculationsf

Table 7 summarizes the results in terms of the estimated coefficients

on the Tog of the index of parental occupational standing. It shows a marked
difference between the_effect of parental occupation on the labor market
position of young  blacks and whites compared to the effect of the

variable on the labor market position of older blacks and whités. Among

the older men,vthe background variable has a much smaller and generally
negligible effect on the position of blacks compared to the position of whites.
This is consistent with the traditional finding in the sociology literature
‘(Duncan) that parental status has a more modest effect on the attainment

of blacks than bn the attainment of whites. Among younger men, by contrast,

the coefficients on the background variable for blacks are sizeable and

significant in all of the calculations. In the hourly earnings regressions
and in the occupational stakus regressions the coefficients in the black
equations are roughly comparable in magnitude to the coefficients obtained
in the equations for whites. In the annual earnings regressions, however,

the coefficient on black parental occupation is still noticeably smaller
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than the coefficient on white parental occupation.

As there are no apparent life cycle changes in the effect of family
background factors on the attainment of individuals,z1 the greater
coeffiéient on parental occupational variable obtained for young blacks
as opposed to those for older blacks would appear to reflect a trend over
time in social mobility patterns, with young black mén from more advantaged
homes making greater economic advances in the job market than those from
less advantaged homes. Presumably as a result of the decline in market
discrimination, the pattern of social mobility among blacks seems to have
converged towards.that found among whites. Since buncan found little

effect of background on black labor market attainment in 1962, moreover,

the change appears to have occurred in the period of intense antibias

. . . e e 22
activity and of sizeable black economic advance relative to whites.

In contrast to the past, when "stratification within the Negro population
(was) less severe than in the white" (Duncan, p. 88) what sociologists
call "intergenerational status transmission" has become quite similar for

young persons in the late 1960s.

Background vs. 'residual discrimination'

Given that family background has become more important in black economic
attainment and that black/white economic differences have diminished,
differences in the background resources of blacks and whites can be expected
to explain a greater fraction of racial economic differences and "residuai
market discrimination" to explain a lesser fraction of the differences

than in the past.23

Table 8 presents calculations which confirm both of these expectations.
Line 1 gives estimates of the log differences in occupational position,
weekly earnings, and yearly earnings of young and older black and white men,

adjusted for differences in years of experience. Lines 2 and 3 estimate the

percentage contribution of differences in background variables to the



27

Table 7: Regression Coefficients and Standard Errors of Estimates for
the Impact of the Log of Parental Occupational Status on the
Log of Weekly Earnings, Annual Earnings and Occupational
Status for Young and Older Men, by Race, 1969

Dependent Variable and Groupb Black White

Hourly earnings

young men : .17(.09) .16(.05)
older men .02(.05) .22(.03)

Annual Earnings
young men ' .09(.03) .18(.02)
older men .04(.03) .13(.02)

Index of Occupational Status® ‘
young men .20(.07) .23(.04)
older men .03(.06) .24(.03)

®The regressions include the following control variables: 3 dummy variables for

region of residence at age 1l4; 5 dummy variables for type of place of residence

at age l4; dummy variable for living in one parent/female home at age l4. These
variables are described in table 4.

In addition the regressions include measures of years of work experience:
for younger men, years of experience isdetermined by algorithm based on weeks
worked in each year since 1966 and on years since first post-school job;
for older men, years c¢f tenure with current employer and years since 1eaving
school minus 5 are used to measure experience.

Parental occupational status measured as the log of income in the parents'
3-digit occupation as described in the text.

bThe sample sizes are: young black men, 634; young white men, 1607; older black
men, 947; older white men, 2131. The samples are restricted to persons not

enrolled in school in 1969 and reporting data for all of the varlables in the
regressions.

“Index of occupational status is measured by the log of the median income in the
individuals' three-digit occupation in 1969, as reported in the U.S. Bureau of

~ the Census, 1970 Census of Population, PC 2-7A Occupational Characteristics,
tables 16 and 17.
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differences in labor market position using the procedure described on p.22--
that is, by mﬁltiplying differences in the mean value of the explanatory
variables by the regression coefficient estimate of its impact on attainment.

The effect of differences in parental occupational position on
differences in labor market position are given in line 2 using the regression
coefficients from table 7. The effect of differences iﬁ_a "full" set of
pre-labor market variables--parental occupational position, region and
type of place, and of years of schooling--are given in line 3, using
coefficients obtained by including the person's years of schooling in
the regressions of table 7. Line 4 estimates the extent of "residual"
discrimination, defined as the log differential not attributed to differ-
ences in the background variables and in schooling. Columns 1-6 use
regression coefficients from attainment equations for Elacks while
columhs 7-12 usé.regression coefficients from attainment equations for
whites.

What stands out in the table is the dominant role of pre-market factors
in accounting fdr'biack—whife economic differentials among the young
compared to the modes; role of these variables in explaining economic
differences among older men. With the regression weights from the attaimment
equations for blacks, differences in parental occupation account for 407
of the difference in occupational attainment between young Black and white
men, and account for 36% of the difference in hourly earnings,»and 39%
of the difference in yearly earnings. By comparison, differences in
parental occupational attainment make only a negligible contribution to
differences in the labor market position of older black and white men.
With the regression weights from the white attainment equations, the results

are less dramatic but similar.

The calculations for the full set of pre-labor market factors show that,

as expected, differences in these factors have become more important deterrents

to the attainment of black/white economic parity among the young than residual

e
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market discrimination. The black attainment equations attribute fiom 727%

to 887 of the differences among the young to differences in pre-labor market
factors. The white attainment equations attribute from 71% to 111% of

the differences among the young to differences in pre-labor marke; factors.
By contrast, in the older male sample, with the attainment equations for
older black or foi older white men, the contribution of background factors
to economic diffeiences are noticeably lower.

The final cdlumn of‘the table records the 'residual' difference in the
dependent variables which may be attributable to market discrimination.

It shows strikingly lower discriminatory differences between young blacks
an& whites than between older blacks and whites, with virtually no differ-
entials among the ydung in occupational position or in weekly earnings.
Large discrimiﬁatory differentials do however remain in yearly earnings,
which highlights the importance of differences in time worked in causing
black/white economic differences émong the young.

We conclude that, while residual market discriminétion has not dis-
appeared, the changing job market of the 1960s reduced the iﬁportance of
residual discrimination in economic inequality between young blacks and
ﬁhites and made disadvantages in pre-labor market factors, particularly
in family background resources, a more Important cause of economic
inequality. The decline in the importance of discriminatory differences
and heightened role of family background differences in racial economic
inequality raises a host of new questions for policy regarding black/white
economic differences. What responsibility should the_society take for
heléing blacks to overcome long-run disadvantaged backgrounds? Since part
of the background disadvantage of blacks results from past discrimination,
should they merit special compensatory or redistributive programs? If
the developments delineated in this section persist, these issues may
come to the fore in the debate on how to eliminate economic differences

between blacks and whites.
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Table 8:. Estimated Percentage Contributions of Parental Occupational Status and
Pre-labor Market Factors to Economic Differences Between Blacks and Whitesa
and Estimated "Residual Market Discrimination, Younger and Older Men, 1969

log difference Percentage of Percentage of Differences Residual

between blacks dif ferences due due to differences in 4 Market
and whites, adjusted to differences pre-labor market factors Discrimination
for years gf work in parental parental region and years of pre-labor
experiencg occupagional occupation- type of schooling market
Based on Regression status al status place of factors
Equations for Black Workers residence (3+4+5)
1) 2) 3) 4) (5) (6) ¢
1. Index of Occupational Position
young men : .20 40% 252 152 40% 802 .04
older men 30 132 77 1wz 27% 512 .15
2. Llog of Weekly Earnings v
young men .23 362 28% 362 247 882 .03
older men .62 32 =32 31z 242 527 32
3. Log of Yearly Earaings .
young men 44 392 272 342 - 11% 722 12
older men +66 42 =52 362 18% 492 .34

Based on Regression
Equations for White Workers

1. Index of Occupational Position
young men .19 79% 47% 537 112 1112 -.02
older men .30 472 17z 432 1 4 70% .09

2. Log of Weekly Earnings
young men .27 412 262 332 302 89% .03
older men .62 ) 372 132 407 112 647 . .22

3. Log of Yearly Earnings )
young men .41 497 - 222 397 107 712 .12
older men .68 377 122 417 102 63% .25

a . . .
. Estimates of the contributions of factors to the observed differences obtained by the following procedure: Let -
d, = regression coefficient for the effect of variable i on the dependent variable; Ax, = difference between the

méan value of variable i for blacks and the mean value of variable i for whites. Then the percentage contribution
of the ith variable is EiAxi/data in column(l).

b : :
The figures adjusted for years of experience differ between young blacks and young whites because of different

regression coefficients between the equations for blacks and for whites and sizeable differences in years of
expgrience. One reason for the different years of experience are differences in age: 627% of blacks in the sample
are below 23 years of age compared to 507 of whites in the sample. Another reason is that blacks experience more
instability in employment than whites, thereby accruing less experience. Years of experience has a large effect
on annual earnings but not on hourly earnings nor on the index of occupational standing.

c
Based on regression coefficients presented in table 7.

d
Based on regression coefficients obtained by adding years of schooling of the individual to the regressions of table 7.
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VI.. Why?

What factors underly the improvement in the relative economic position
of black workers found in this and in other studies?

From the persﬁective'of the basic economic analysis of demand and supply,
the observed increases in the relative income and occupational status of blacks
could be due, ceterus paribus, either to increased deman& for black labor
relative to white labor or toshifts in the supply of black labor relative to
white labor.

On the demand side, the principal force likely to have increased demand
for black labor waé the intense antibias activity which followed the Civil
Rights Act of 1964 and which caused significant changes in corporate recruitﬁent
and personnel policies. Prior to the Act, there was no federal law against
discrimination and no serious effort to increase minority or female employment
in sectors of severe underrepresentation. Beginning in March, 1965, the Equal
Employment Opportunities Commission (EEOC), which was set up by Tifle VI1 of the

VAct, became increasingly active; EEOC expenditures rose frbmtmodést amounts to

'$55 million dollars by 1975 while cases handled increased from about 9,000 in 1966

to 77,000 in 1975./24 Following Executive Order 1124¢ the Office of Federal

Contract Compliance and related agencies exerted considerable pressure on enter-
prises to develop affirmative action programs to increasevminority and female employ-
ment.‘ Most importan;, from the mid 1960s to the early 1970s federal coufts interpreted
the law in ways that tended to favor active equal employment and affirmative

action programs. In the mid 1970s, however, & change in the tone of decisions

/25

is evident. At the state level, the activities of state fair employment

practice commissions (FEPC) grew markedly, in part because of EEOC deferral of cases
to state agencies: state FEPC expenditures grew from about $2 million in 1964

to about $34 million in 1975.726
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On the supply side, two very different sets qf factors have been sug-
gested as contributing to the improved economic status of blacks. Some have-_
cited increases in the quality of schooling afforded blécks,.which have been
immense over tﬁe long rﬁn, as causing the improvement in economic status (F.
Welch & J. Smith). While there is no denying the long-term improvement in
the relagive qualify of black schooling (see Welch, Freeman 1974a), many have
argued that changes>in quality of.schooling have made only a modest contribution
to the post-1964 changes in black earnings (Polachek, Kneiéser,'Padilla 1978a,
1978b; Garfinkle; fadilla; Levin; Freeman 1977). Others have hypothesized that
the gains in black economic status are the result of a decline in black labor.

force participation rates allegedly due to expanded social programs,'which
reduced the relative quantity of black labor and removed ﬁhoée wifh especially
iow earﬁings from thé work force (R. Butler & J. Heckman). While there is
no denying the decline in black participation rates, thé'evidence does not
sqpport the argument that welfare induced changes in the relative supply of
biack labor caused relative earnings to rise. On the one hand, because the
black population has increased more rapidly than the white population, the
ratio of nonwhite workers to white workers increased, rather than decreased
since 1964{-gz which would redﬁce rather than increase relative earnings by
causing ahmvementdoﬁh rather up the demand curve. On the other hand, therev
is no evidence that the lower .tail of the black earnings distribution diminished{gg
as would be expected if the earnings increase were due to Qithdrawal of low
earners aﬁd no evidence that labor force withdrawal is closely linked to expan-
sion of welfare payments over time./gg

This section sﬁows that the evidence on the timing and incidence of gains,

while not ruling out potentially important supply side effects, is consistent

with an explanation of black economic gains post-1964 that stresses the role
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of national antibias activity in raising the demand for black 1aBor. Because

of the problems in interpreting limited time series, which underlies contro-
versies over the causal forces at work, the section also reviews evidence on the
effect of the law on company personnel and employment practices. This evidence
makes it difficult to gainsay the impact of federal equal opportunity and

affirmative action pressures on employer behavior.

Evidence on Timing

"Since the national antibias effort was initiated following passage of

Title VII of the Civil Rights Act of 1964, a sine qua non for any case to be made

regarding the impact of that effort is that increases in the ratio of black to
white economic position be greater post-1964 than prior to 1964. While such a
paftern was found in tables 1 and 2, the post-1964 acceleration in black economic
gains could be only weakly statistically related to the antibias activity or due
to other correlated patterns of change that commenced in the mid 1960s. To see -
whether thgré is, iﬁ faét, é sﬁétisticall& sigﬁifiéant bost—1964'improvement

in the relative economic position of blacks which could be attributed to chapges
in demand or whether the post-1964 changes are due to othef measurable factors,
measures of the relative economic position of blacks were regressed on an indi-
cator of federal antibias activity and several other factors that might cause

the relative economic position of blacks to improve. The dependent variables,
measured in logarithmic form, are: the median wage and salary earnings of
nonwhite workers relative to white workers from 1948 to 1975; the

median wage and salary earnings of nonwhite workers employed full-time year;round
to the earnings of comparable white workers from 1955 to 1975; the ratio of

the fixed weight index of the occupational position of nonwhite workers to the

-index for white workers from 1958 to 1975.
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The explanatory variables are:
TREND, a time trend which takes the value 1 in the first year of the
regression and incréases by one unit in each succeeding year. This variable

is designed to control for overall trends in the relative earnings of nonwhites.

CYCLE, a business cycle indicator which is obtained as the deviation of

the log of real gross national product from its trend level.

EEO, real cumulated expenditures by the equal employment opportunity

agency per nonwhite worker, measured in 1log units, with the value 1 used for
the period prior to the Civil Rights Act of 1964 and as cﬁmulated reallspending
per nonwhite plus 1 in later periods./Q%his variable is essentially a post-1964
trend variable, which has the value 0 until 1965, when the Act became effective
and which trends upward thereafter. It 1s to be viewed as an indicator of the
shift in demand for the period and not as a measure of the effectiveness of

the EEOC or of any specific governmental activity. If in the future the pattern
of demand changed due, say, to court rulings reducing the efficacy of the affir-
mative action effort, a more complex variable would be required.

RED, the ratio ofvthe median years of schooling of nonwhite workers to the
median years of schooling of white workers, entered to control for the increased
educational attainment of nonwhite relative to white workers. Because this
variable has‘a very strong trend, however, its effect cannot be readily
distinguished from the trend. It is entered only in a 1imited number of equations.
| REMP, the log of the ratio of nonwhite employment to white employment,
which is designed to test for the possibility that changes in relative earningé

- are due to movements along a relative demand schedule as a result of shifts in

supply. Since relative employment is endogenous, the coefficient on REMP is

estimated by instrumental variables, with the following instruments: the ratio

of the nonwhite population to the white population and the two social welfare
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programs which are alleged to reduce supply (Butler & Heckman): Aid to Families
of Dependent Children (AFDC’ payments and unemployment compensation.

RPART, the log of the ratio of the nonwhite participation rate to the
white participation rate. This variable is entered to test the possibility that
the reduction of the ratio of nonwhite to white participation rates raised the
~ ratio of nonwhite earnings relative to white earnings by removing nonwhites with
low earnings from the work fotrce. Since relative participation rates are endo-
genous, the effect is estimated by instrumental variables, wiﬁh the two social
welfare program measures used as instruments.

Regressions for men are given at the left hand side of the table while
regressions for women are presented at the right hand side. All of the variables
except the relative employment and participation rates are the same for the two
groups; those vériables relate to men or women, respectively.

‘Lines 1-3 record the results of least squares regressions of the three
measures of relative economic position on TIME, CYCLE and EEO. If the post-1964
éhanges in the relative economic position of blacks were due to past trends or
cyclical changes rather than to post-1964 antibias activify, the coefficient on
the EEO variable would be insignificant while the other variables would dominate
the calculations. If, by contrast, post-1964 changes in the relative economic
position of blacks were in fact due to post-1964 antibias activity the coefficient
on the EEO variable would be significant and positive.

The regressions comparing the economic position of nonwhite men to that

of white men accord the EEO indicator a positive significant coefficient in each
case. The regressions comparing the economic position of nonwhite to white women
tell a siﬁilar story for women, with the EEO variable obtaining a hishlv

significant coefficient on the median wages and salaries of all workers and

on the index of occupational position but a much smaller and less significant coeffi-

cient in the regression for the year-round and full-time workers. Recause the
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ratio of the earnings of nonwhite women working year-round and full-time

to the earnings of white women wérking year-round and full-time became
relatively high in the 1960s, the small estimated effect of EEO on year-
round and full-time relative earnings could result from thevparticular
functional form used, which requires that the EEZ variable (and other
variables) have the same effect on relative earnings even when the potential
asymptote of‘equality is approached. An alternative more appropriate func-
tional form when earnings ratios approach 1.00 is the logistic or log odds
ratio, which.allows for differential effects of variablés depending on the
level of the nonwhite-white differential. Regressing the log odds ratio of
nonwhite to white earnings of year-round and full-time women on the indepen-

dent variables yields:

Log. odds ratio cf Median Wages & Salaries

of Year-Round and Full-Time Women, = -.,11 + .036TIME - 9.34CYCLE + .61 EEO
1955-1973 (.025) (1.78) (.14)

RZ = .94

dow. = 1.35

With the logit specification, the t—statistic on the EEQO variable is 5.0, coﬁpared
to the value of 2.2 in line 2. The reason for the increased significance of the
EEO variable is that the logit form requires, all else the same, slackened growth
in the ratio of earnings as it rises tpward unity and "attributés" the continued
increase in the ratio in the 1970s to the EEO variable. Comparable regressions
Awith log odds-ratio of other dependent variables show that the logit form
generally yields stronger results on the EE0 variable, presumably for the

same reasons. |

An additional experiment is to compare, as some civil rights activists

have'suggestéd, the pdsition of nonwhite women to that of white men rather than
to another group protected by the law, white women. Regressions of log(earnings

of nonwhite women/earnings of white men) on EEO, TIME and CYCLE, as in lines 1
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" and 2 of table 9, yield the following regression coefficients and standard
errors on EEO: for median wages and salaries, .16(.02):; for median salaries

of year-round and full-time workers, .07(.02).

N

The possible effect of changes in relative supplies due to expanded social
welfare programs on relative earnings is estimated in lines 4-7, using two stage
least square regressions, along lines set out by Butler & Heckman{él Lines 4
and 6 examine the effect of the relative employment of nonwhite workers (REMP)
on relative earnings. 1If the increased relative earnings of blacks is due largely
to movements up a demand curve due to expanded welfare programs rather than to
increased demand for black labor post 1964, the relative employment measure should
obtain a negative coefficient in the regressions and "knock out" the EEO indicator.
Lines 5 and 7 examine the effect of the ratio of nonwhite to white participation
rates (RPART) on relative earnings. If the main reason for increased median
earnings of blacks was the removal of low wage earners from the working population,
the relative participation variable would obtain a negative coefficient in the
regression and "knock out" the EEO indicator. All of the calculations include
the ratio of nonwhite to white median years of education to make sure that the
changes under study are not due to increased demand for black labor due to in-
creased education. The effects of relative employment and relative participation
rates are estimated, as noted previously, by instrumental vériables. Given the
limited variation in the time series, however, there is good reason to be leéry of
the regression estimates, as they are making great demands on weak data.

The resultant calculations for male workers tend to support thé demand-
shift hypothesis and to reject the supply-shift explanation of improvements in

the ratio of black to white .earnings. 1In all of the calculations the EEO variable

obtains a positive sign while the coefficients on relative employment or
participation have insignificant positive signs in three of four cases and an

insignificant negative sign in one case. Relative years of schooling, which
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trends upward over time, has an insignificant positive or negative coefficient
in the regressions. The positive signs on REMP or RPART in 3 of 4 cases does
not, of course, mean that either the labor demand curve is wrongly shaped nor
that low wage workers were not withdrawing from the labor force, but rather that
these factors have too weak an effect in the time series to be discerned. The

data reject the model based on supply shifts.

For women, the picture is more complex. With relative median wages and
salaries as the dependent variable in lines 4 and 5, we find that relative em-
ployment has a positive coefficient while the relative participation rates ob-
tain a negative insignificant coefficient, which again rejects the supply shift
story. By contrast, the coefficient on the EEO variable remains sizeable and
significant. When the relative median wages and salaries of year-round and -
full-time workers is the dependent variable, however, results are mixed: the
relative employment variable obtains the expected negative coefficient and "knocks
out" the EEO variable, while the relative participation varib%e obtains a positive
sign and does not remove a significant EEO effect. Since thg ratio of the earnings
of year-round and.full—time workers is close to unity, however, the result on the
relative employment term could reflect improper functional form. Regreésing
the logit of relative earnings of year-round and full-time workers on the
variables in line 6 yields a positive coefficient on EEO and a positive
coéfficient on REMP./éz

All told, with the exception of the regression fpr females in line 6
the calculations show that the supply side factors neither explain the post-

1964 gains nor eliminate the indicator of post-1964 equal employment activity

from the regressidns.[gi
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Table 9: Regression Coefficients and Standard Errors for the Effect of Variables

on the Log of the Ratio of Nonwhite to White Earnings and Occupational Position, 1948-1975/2

Measure of Relative 2%%E_E2£kg£§ lc /4 v ‘Figale Horkers /e LQ 2
Economic Position constant TIME CYCLE~ EEQ RED REMP RPART R2 d.w. constant TIME CYCLE —EEO RED REMP RPART R d.w.
1. Median Wages & -.55 -.001 .42 .08 .83 2.32 -.96 022 .34 .13 .97 1.85
Salaries, 1948-1975 (.002) (.23) (.01) 7 (.002) (.32) (.02)
2. Median Wages & -.49 .003 ~.40 .03 .87 2.19 -.70 .019 -.48 .05 .96 1.30
Salaries of Year- (.002) (.17) (.01) ’ (.004) (.27) (.02)
Round and Full-Time :
Workers, 1955-1975
3. Occupation Tndex, -.33 003 10 02 08
P . . . . . .99 2.31 -.97 ~.001 .12 .07 .66 2.03
1958-1975 (.002) (.05) (.004)(.14) (.005) (.10) (.01) (.25) o
4. Medlan Wages & 1.98  .005 .33 .12 .84 -.97 82 2.45 1.0 : 1.8
. . . . . . .09  .025 .52 .12 .008 1.12 . 1.89
Salaries, 1948-1975 , (.005) «(.30) (.03) (.80) (.74) (.016) (.36) (.02) (.81) (.66) %
5. Median Wages & -.25 .004 42 12 -,48 1.07 .82 2.41 1.66
. . . . . . -1. -.014 -.011 .12 1.78 -.97 . 2.22
Salaries, 1948-1975 (.003) (.30) (.06) (.55) (2.52) (.025) (.46) (.04)(1.22) (1.62) %
6 gzgziz Wag?sY& 2.24 ;.311) -.92 .04 .49 1.28 .88 2.05 -6.25 .055  -.20 -.08 -1.26 -3.29 93 1.70
es of Year- .011) (.38) (.02) (.58) (.91 ; ) )
MRS (.38) (.02) (.58) (.91) _ (.056) (.65) (717)(2.12)(3.85)
Workers, 1955-1975
7+ Median Wages & ~.95 -.006 -
Salaries of Year- Comy 3 Con (e Glam M| M g e a8 3.26 .97 2.0
Round and Full-Time ) ) (-025) (.39) (.14) (.99) (2.85)
Workers, 1955-1975

‘a
Dependent variables are the logvof the relative economic status of nonwhites to whites.
b
CYCLE obtained as residual from regression: GNP = 6.14 + .035T; RZ = .99 where GNP = log of GNP in 1972 dollars.
{.001)

¢ log ratio of nonwhite to white employment, instrumented on log ratio of nonwhite to white population 16 and over (male or
female); AFDC payment; uncmployment compensation per person.

‘d log ratio of nonwhite to white labor participation rates instrumented on AFDC payment; unemployment compensation per person

Source: See Data Appendix
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The time series data in table 9 can, it should be stressed, be analyzed
in other ways. In earlier work Vroman and Masters used simple post-1964 trend
variables to pick up the presumed shift in demand for black labor following the
initiation of EEO aétivity and thained positive coefficients on their post-1964
variable. Similar results in the post-1964 trend.can be obtained using the data
underlying table 9. Since the EEO indicator is essentially a post-1964 trend,
resul;s with the trend measure must, of necessity, give similar statistical
findings./'-3-i Burstein has developed a more complex model, including measures of
changes in taste, and found that his additional variables also left a sizeable
positive coefficient to a measure of post-1964 EEO activity.

While it is still possible that some unmeasured facfor that changed sharply
after 1964 is, in fact, the true causél force, it is difficult to say what that
other factor might be. In the absence of contrary evidence, the data appear
consistent with a demand side explanation of black eéonoﬁic gains post 1964. As
the time series réally consists of only a single fact, namely that black economic
gains were more rapid after 1964 when serious fedéral antibias éctivity commenced
than before 1964, ﬁowever, other types of evidence should also be examined to

minimize the chances of misinterpreting the causes of observed changes.

Evidence on regional incomes

Because time series changes in the ratio of nonwhite to white incomes

by region have occasionally been viewed as running counter to a.demand—shift
explanation of black economic progress post 1964, it is of some value to examine
regional pattérns ofvchange. While the regional evidence is not one-sided,
regressioﬁs comparable to those in table 9 suggest that the regional changes are
also broadly consistent with the demand hypothesis. For male workers, the regres-—
sions given in figure 1 show that th: EEO indicator has a very sizeable‘positive

coefficient in the South, where discrimination was most severe, and obtains
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Figure 1: Ratio of Nonwhize to White Median Incomes
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‘Figure 1: Ratio of Nonwhite to White Median Incomes
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émaller positive coefficients in the Northeast and North Central areas. The
data for the West (where less than 10 percenf of blacks are located run ‘counter
to the demand hypothesis.

For women, the picture is quite different, though fdr an interesting reason.
In the South, the calculations for the median incomes of all women yield a large
significant positive EEO coefficient, but in the Northeast, North Central and West,
the coefficients on the EEO variable for earnings are negatiVe. In each of these

regions, however, the ratio of nonwhite to white median incomes for women exceeded

unity long before 1964:. the ratio exceeded unity in 1956 in the Northeasﬁ;

~in 1959 in the North_Central;-and in 1961 in the West. As;measured by these déta,

there was no nonwhite-white income inequélity among women to be remedied by EEO,

an& thus no reason to expect a posiﬁiye coefficient on the variable. For the two
regions where sufficiént daﬁa exist on tﬁe incomes of year-round and full-time
workers to merit investigation, the South and thé Northeasﬁ, the EEO variable
obtains a significantvpositive coefficient. The rejectioﬁ of the demand hypothesis
when the nonwhite/white income ratic exceeds unity and "écceptance" of the
hypothesis when the nbnwhite/white income ratio is below unity, and the strong

EEO effects ih the South where discrimination has been most severe, lends additional
support to the hypothesis. These results suggest that the positive coefficients
on_EﬁO do in fact refléct declines in discrimination rathér than some correlated

general shift in demand for black labor.

Evidence on Incidence

One additional type of evidence which can be used to evaluate alternative
explanations of the post-1964 economic gains of blacks is information on which
groups of black workers made the most significant progfess. The analysis in

this and in other studies indicates that the largest relative economic gains
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were won by young black men, by highly educated and skilled black men, by those
from more advant;ged f;mily backgroﬁnds, and by black women. This pattern of
incidence is consistent with the demand-shift hypothesis.i

| Changes in demand for black labor due to declines in discrimination

or other factors can be expected'to have differential effects on groups of
workers depending on their.position in the labor market. Larger or more
immediate impacts are likely for groups of workers with flat age-earnings
profiles, such as women, as opposed to workers whose earnings depend g;eatly
oniinvestment in skill and cumulated experience, such as older men; for groups
of workers just entering the job market, such as young meh; and for those in
relatively short supply, such as the more skilled.and educa;ea. Given

the length of training required for-higher level jobs, and a likely inelastic
supply of black workers to those jobs, moreover, increases in demand

are likely to yield greater income increases in higher-skill occupations than
in 1ower—skill occupations where labor supply is more elas;ic. Finally, to
the extent that affirﬁative action pressures are conFentrated in occupations
where blacks are felatively under-represented,Athe actual shifts in demand are
1ike1y to be more pronounced in high-level occupations.

The tendency for‘young black men from more advantaged homes to make
greater'progress in the market than those from less advantaged backgrounds
can be interpreted as the result of both'aemand and supply forces. On the
demand side, assuming that the prime impediment to "normal" social mobility
patterns in the black community was the severe discrimination against highly

educated and skilled blacks, especially the lack of opportunities for managerial

and professional employment in national businesses, the change in demand could

be expected to create social mobility patterns comparable to those in the white

community. On the supply side, young persons from the more advantaged homes are

presumably more likely to have the educational resources and personal skills
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thch make them more adept at responding to new opportunities than those from
less advantaged homes.

Since the number of young and educated or skilled black workers has
increased in the period under study, it is difficult to explaiﬁ the incidence
of economic gains in terms of an autonomous decline in supply. Improvements
in the quality of black schooling, on the other ﬁand, may have played a role
in the rate of advance. Among college students, for example, the increased
opportunities for young blacks in the higher’educational system and in the
job market led many to enroll in primarily white national coliegeS'and uni-
versities, as opposed to the traditional black college of the South. Since
the national institutions offer higher quality education thén the primarily
black colleges, there was undoubtably an improvement in the quality of black
college graduates in the period. This improvement was in 1argé part induced
by the same civil rights and éntibias activities as the changes in the job

market and should not be viewed as an autonomous development (Freeman, 1977, chapter 3).

Evidence from Personnel Departments and Studies of Company Employment

The most telling evidence on the effect of antibias activities on 'demand
for black labor and thus on black economic progress post-1964 comes from studies
of the personnél and employment practices of individual companies. Such evidence
is critical in evaluating the role of demand forces in black economic progress post-—
1964 for two reasons. First, because the appropriate statistical materials, while
useful, do not by themselves provide information on the actual activities of
employers, and thus permit alternative interpretations, as evidenced in the

controversy over causality. Second, because in the absence of widespread changes
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in company personnel practices, it is difficult to see how antidiscrimination
policies could cause sizeable aggregative effects, given the ;mall number of
workers likely to benefit in specific antidiscrimination cases.

The evidence that personnel policies have, in fact, been greatly
altered by federal equal employment opportunity and affirmative action pressures
is overwhelming. In the market for young college graduates there was a remarkablg
upsurge in corporate recruitment visits to the traditionally black college of
the South, with accompanying hiring of graduates whose previous opportunities
were limited to segregated professional services, especially teaching. 1In
1960 almost no firms recruited from the traditionally blackkSouthern colleges;’
in 1965 a sampling‘of colleges averaged 50 recruitees per school; in 1970, they
averaged 277 recruitees (Freeman 1977, p. 35). A recent Bureau of National Affairs
survey of personnel and industrial relations executives documents the far-reaching
impact of the federal equal employment pressures on corporaté labor market behavior.
According to the B.N.A., "Equal Employment Opportunity (EEO) Programs complete with
Affirmative Action Plans (AAP) are viewed as 'a fact of life' by nearly all employers,
and the personnel function has changed in a variety of ways as a result of the |
government's efforts to enforce the employment provisions of the act" (p. 1). As
table 10 documents, in the BNA sample eighty-six percent of the companies have formal
EEO programs; 96 percent of those subject to OFCP regulations have AAP's; 63 percent
have been investigated under Title VII. Most of the firms in the survey report
changing their selection procedures (line 3) and introducing special recruiting
programs (line 4) for minority workers. .One third of the companies have made EEO
achievements a criterion in performance appraisals of managers while many also ini-
tiated special training programs. The attention given by personnel officials to the
"Uniform Guidelines on Employee Selection Procedures (1978)" and its predecessor .

guidelines; the weekly publication of a Fair Employment Practices newsletter;



Table 10 Evidence of Changes in Personnel Practices Due to EFQ

% of companies

Source: Bureau of National Affairs Personnel Policies Forum

Equal Employment Opportunitv: Programs & Results
PPF Survey No. 112, March 1976

line 1,2 table 9, p. 15

line 3, table 3, p.
line 4, table 1, p.
line 5, table 6, p.
line 6, table 5, p.

0 WOWN S

1. Have Formal F'EQ Program 86
Including Affirmative Action Plan 96
(of those subject to OFCCP regulations)
2. Have had investigation or other action under Title VII 63
3. Changes in selection procedures for EEOC reasons: 60
testing procedures 39
revised job qualifications 31
application forms 20
re2ruiting techniques 19
4. Special recruiting programs
for all minority workers ' 69
for minorities in professional/managerial positions - 58
5. Programs to insure EVO policies are 1mp1emented
communications on EEQ policy 95
follow-up personnel or EEO office - 85
training sessions on EEO 67
periodic publications of EEQ results 48
EEQ achievements included in performance appraisals 33
6. Special training programs
For entry-level jcobs {7
For upgrading 24
For management positions 16
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the creation of the Equal Employment Advisory Council to advise businesses
.about equal employment issues, and diverse other activities make it clear

that governmental EEO and AAP pressures have revolutionized personnel and

employment selection practices. Unless company personnel policies are totally

ineffective or a complete sham, there would appear to be a substantial upward
shift in demand for black labor as a result of these changes. This type of
evidence provides a strong prior for evaluating aggregate data on black economic
progress.

St;diés of the effect of federal contract compliance pressufeé on eﬁplsy;
ment of blacks by individual companies also yield results consistent with-the |
demand-shift hypothesis. In the earliest such study, O. Ashenfelter and J.
Heckman estimated that the_federal pressures raised black male employment in
specific companies by 12.9 percent. G. Burman, using different modelling pro-
cedures, estimated that OFCC pressure caused an increase in black employment in com-
paniés of 5.6 percent. Later work by J. Heckman and K. Wolpin estimated that
the federal pressures raised black male employment in specific companies by 10.4
percent. Only the study.by R. Goldstein and R. Smith did not find such effects.
Since none of the studies allow for "spillover" effects, by which one company's
policies are altered as a result of pressures on a neighboring entérprise, nor
for the effects of the Equal Employment Opportunities Commission, or of Fair
Employment Practices commissions, nor of court cases, these figures are likely to
understate the full effects of the changes induced by such pressures.

In sum, while by no means definitive, nor ruling out other factors, the

evidence on.timing, on incidence, and on company personnel and employment practices

suggests that at least some of the post-1964 black gains resulted from increases

in demand for black labor induced, at least in part, by programs designed to

accomplish that purpose. Imperfect though it is, the evidence indicates that

the national antibias effort has contributed to black economic progress. As far
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as can be told from the data, if Title VII were repealed and equal employment

efforts ended, the rate of black advancement would fall.

IV. Conclusion

The improvement in the relative economic position of blacks documented
here and in other papers does not mean that sizeable gains have been obtained
along all dimensions of economic well-being nor that black/white economic dif-
ferences are likely to disappear in the future .

For one, the relative economic position of the black family did not
improve as rapidly as that of individual earners, in large part because of
the continued incréase-in the relative number of female headed homes.

Second, the enormous pre-~labor market disadvantage of blacks -- the
burden of coming from families andvneighborhoods of low'socio—economic con-
ditions which fail tobprovide the background resources that facilitate economic
success ~- remains. In the 1970s black youngsters trail whites greatly in a
wide variety of background resources which discrimination aside, can be expected
to produce black/white labor market differences ranging from 10 to 20 percent.
These differences cannot, by their nature, be eliminated by antibias policy in
the labor market and promise continued racial income inequalities into the
foreseeable future.

Third, large groups of black workers, notably experienced men, have
benefitted only modestly from the deéline in job market discrimination.

Because many ''male occupations" require considerable investment in skill and
cumulated experience and often have lengthy formal seniority promotion ladders,
these men face the problem not simply of equal opportunity today but making

up the deficit.of education and work skills of the past. Perhaps most striking,
the labor force participation rate of experienced black men has declined sharply,

perhaps as a result of the growth in female-headed families among blacks, and of
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Social Security Diéability Insurance and related welfare programs. Whatever
the causal connections, the fact is that the job market position of a large
group of black workers has been only modestiy improved by reducing market dis-
crimination.

Fourth, the initial gains for young blacks in the period may dissipate
over time, if discrimination in promotions reduceé their advance in corporate
hierarchies. While present values of lifetime income would still be higher than
in the past, the e#tent of the gains would be less striking than if young blacks
maintain their relatively strong startiﬁg position comparea to young whites.

Fifth, unempioyment remains a much more serious.problem in the black
fhan in the white community, particularlyvamqng younger persons.

The common thread running through most of the problgm areas -- family
income apd composition, the burden of poor backgrounds, and the lack éf sharp
progress among older black male workers -- is that simply ending job market
discrimination ané guaranteeing equal employment opportunity has not and is
unlikely to achieve black-white parity. Other programs or. activities (private

as well or instead of public) are needed.
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FOOTNOTES

1 ‘ .
See J. Williamson and L. Weiss; R. Freeman, 1973a; F. Welch and J. Smith;

R. Hall and R. Kasten; F. Welch; R. Hauser and D. Featherman.

2
The best tests of discrimination would be in areas where individual

productivity is measurable, such as athletics. The 'productivity" of academic
faculty can be at least crudely measured by numbers of publications, as in
Freeman (1977, chapter 8).

3 .
Some of the published data refers to nonwhites. As about 90 percent

of nonwhites are black, it is legitimate to use data on nonwhites to make in-
ferences about the position of blacks. In the text I use the term black except

where data specifically refer to nonwhites.

4
With an asymptote of unity, the ratio of the earnings of black workers

to the earnings of white workers might be fit by a logistic growth curve:

R =1/(1 - exp at)

where R = ratio of earnings
t = time, to measure trend over time
a = logistic curve parameter

With this functional form, dR/dt = aR(1 -~ R) so that dR/dt falls as R approaches
unity.

5 v
1964 is chosen as the year in which to break the data because the

Civil Rights of 1964, which made discrimination in employment on the basis of

race illegal, became effective on March 1, 1965. Hence 1964 is the

appropriate year for estimating before/after effects.



52

6

If young blacks made less investments in the on-the-job training
relative to young whites, than in the past, black gains in incomes would be
overstated. Conversely, if young blacks made greater investments in on-the-

job training relative to young whites than in the past, black gains would be understated.

7
The ratios are termed approximate because the published survey data

are based on small samples.

8

For a detailed discussion of the survey, see U.S. Department of Labor
(1970).

9 .
The finding that family background factors do not greatly affect the

socioeconomic position of blacks was first developed by Duncan, who used data
 for 1962, a year just preceding the Civil Rights Act of 1964, and thus providing
valuable "before" data for before/after analyses.

10
The NLS does have direct questions on rates of pay but on examination

of these data suggested that except for hourly workers there were considerable
reporting problems. Hence the weekly earnings data were used.

11
In the younger male NLS sample the questions relating to background

refer to the position of the individual at age 14. 1In the oldef male NLS sample
the questions refer to the position of the individual at age 15. For heuristic
purposes, - I refer to the position of persons at age 14 throughout the text, al-
though the older male data relate to age 15.

12 , .
In one parent/female homes, a potential problem with the use of the

median income of men is that male incomes are unlikely to be a good measure of
the economic position of the family. To deal with this, the interaction between

the measure of occupational attainment of the head of the household and the dummy
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'variabie for one parent/female homes was added to some calculations, but the
interaction variable obtained small and insignificant coefficients suggesting
that a dummy variable for the one parent/female home suffices to measure the
differences in resources between those homes and homes with two parents. For
example, in the equations for years of schooling the interaction variables
obtain a coefficient and standard error of -.19(.31) for whites and .09(.43)

for blacks. The results in the text exclude the interaction variable.

The difference in the parental occupation of ybun;;blacks and of young
whites obtained from using the median income of nonwhites for blacks and the
median wage of ali men for whites ig 0.8 In points. The differences in the
pafental occupation of young blacks gnd of young whites obtained from using the

median income of all men for both groups is about half as large.

14 .
The region of residence at age 14 was not reported in the young male

sample and was inferred from region where the individual went to high school

or (for those nor reporting region of high schoolvattendance) current residence.

15 o
The differences in these background variables in the older male NLS

were also sizeable. Among older men, the parents of blacks has 5.1 years of
schooling compared to 7.8 for the parents of whites; the log of the occupational
status was 7.2 for blacks compared to 8.3 for whites; 39 percent of the blacks

were brought up in houses without a male head compared to 19 percent of the whites.

16
For example, the effect of the parental occupation index on the years

completed by persons out of school was .48 for young whites and .80 for young
blacks, which are comparable figures to those in table 4.

17
If we .take account of the greater impact of the one parent /female

home on whites than on blacks the difference is increased marginally.

18 _
These calculations use the same median income measures as in table 4.
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19 . .
The algorithm adds weeks worked in a year/52 to an initial estimate

of yeats of experience obtained from data on year of first post-school job.

20
The problem of potential sample selection problems due to inclusion or

exclusion of persons not reporting parental education is discussed in detail in
Freeman (1976), where all calculations are estimated on two samples, one excluding

those not reportine parental education, and one including those not so reporting.

21
Duncan, Featherman, and Duncan obtain roughly similar parental regres-

sion coefficients for the link between occupational status of the first job and
family back?round as for the link of current occupation with background for various
cqhorts. Their cross-sectional analysis of the Occupational_Change in a Generation
(0CG) surveys of 1962 and 1973 also reveals no clear patterns of change in the
impact of father's or son's oécupation by age groups.

22 :
The Hauser-Featherman analysis of the OCG surveys yields results con-

sistent with a phange over time interpretation of the NLS cohort diffefences:
their analysis showsvessentiélly no effect of parental 6ccupation on son's
occupation among 25-34 year old blacks in 1962 compared to a sizeable effect in
1973, .much like that for nonblacks.

23 -
If differences in background variables had become smaller over time,

background might not become a moreAimportant contribution to racial economic
inequalitj.b In fact, comparison of the differences in background measures
émong young men reported on p. 16 with those among older men reported in foot-
note 14 shows no sugh decline.

24
See Equal Employment Opportunity Commission, Annual Reports (U.S.

Government Printing Office, Washington, D.C.)
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25 _
The changed attitude of courts toward affirmative action is evinced

in several successful reverse discrimination suits by those injured by affirmative
action. The Weber case currently before the Supreme Court represents the most
important such suit.

26 _
For discussion of the increased state programs see Freeman (1977) p. 126.

27
Ratio of Black aﬁd Other Workers
to White Workers 16 and Over
. - 1964 1976 Change
‘Labor force participants .1258 .1299 .004i
Employed persons .1192 .1213 .0021

Source: U.S. Department of Labor, Employment and Training Report of the
President 1977, table A-3, p. 140-141, pp. 158-159.

28 :
Specifically, one might expect a decline in the lower tail of the wage

and salary distribution if large numbers of floV wage earners left the job market.
‘ In fact, no such pattern is observed, at least from 1968, when the Current Popula-
tion Survey published the distributions, to 1974. Among black men, for example,
the ratio of the lower quintile of the wage and salary distribution to the median
was .23 in 1968 when the labor participation rate was .78 and was .28 in 1974
when the participation rate was .73. The data are from:. U.S. Bureau of the
Census, Current Population.Reports, Consumer Income Series P-60, No. 66, table

54, p. 124 and No. 101, table 72, p. 146.

29
Regression of nonwhite male and female participation rates on AFDC

payments and unemployment compensation payments, years of schooling (educ.)

TIME, CYCLE, and EEO spending vields the following:
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1n(LFP of Nonwhite Men) = 6.06 + .005(TIME) + .06(CYCLE) + .04 (AFDC)

(5004\ (\05)‘ ' (105)
! 2
- .08(Unemp.Comp.) - .35(Educ.) - .012(EEOQ) R™ = .99
(.06) (.11) (.009)
- C)
f Nonwhite Women) = 5.03 + .022(TIME) 49(CYCLE) + .05(AFD
In(LFP o onwhite otz C19) C1n)
» 2. 87
- .31 (Unemp.Comp.) - .12(Educ.) + .019(EEO) R .
(.17). (.28) (.018)

. 30This is a better measure than the comparable var.ia‘ble used in my 1973
Brookings Paper. In that paper I failed to note that the ratio of expenditures

to numbers of nonwhites was below unity in the first two years after passage of

Title VII, which in log form produces.-a negative value for the vafiable. This biases
;eéults against finding a positive EEQ effect. It should be Stressed that the

cumulated EEO variable is roughly comparable to a trend variable beginning in 1965.

31These results differ greatly from those reported by Butler & Heckman,

who performed identical regressions over slightly different years to those in
lines 5 and 7. The reason for the differences is that Butler and Heckman inad-
vertently used data with numerous keypunch errors. I want to thank them

for providing me with the data and helping to obtain a corrected set of data.

32In the logit form the results are:

Log odds ratio of median earnings = 42.1 + .034 TIME - 8.77CYCLE + 1.07EEO ~
(.28) (3.28) (.85)

-1.02RED + 21.09RPART RZ = .94 dow. = 1.84
(11.2)  (19.53)

Related regressions for median incomes, which depend on non labor market
earnings as well as on wages and salaries yield roughly comparable results, with
most but not all of the calculations giving large positive coefficients on the EEO

variable and insignificant positive or negative coefficients on the relative supply
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variables. The logit form generally yields higher EEO effects. Related regressions
using other measures of EEO activity also yield comparable results. See Freeman
(1978). Also Burstein (1978).

34It is also possible that the passage of the Civil Rights Act caused a

once-and-for-all increase in the relative earnings of blacks. 1If this were the
case, a dummy variable that takes the value 1 in 1965 (or 1964) and each year
thereafter would capture the effect. Addition of such a dummy variable to.the
regressions does not support the hypothesis of a once-and~for-all jump in

relative black earnings.
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Appendix A

Data for Time ‘Series Analysis

Year GNP CPI AFDC. UNCOMP EEOC Post 1964
(in million 8) (X 100) ($ per person) ($ per person) Spending(1,000$8) _ Trend
1948 487.700 72.1000 20.9200 19.0300 0.0
1949 490,700 71.4000 21.7000 20.4800 0.0 0 -
1950~ 533.500 72.1000 20.8500 20.7600 0.0 0
1951 576.500 77.8000 22.0000 21.0900 0.0 0
1952 598.500 79.5000 23.4500 22.7900 0.0 0
1953 621.600 80.1000 23,2000 23.5800 0.0 0
1954 613,700 80.5000 23,2500 24.9300 0.0 0
19553 654.800 80,2000 23.5000 25.0400 0.0 0
1956 668.800 81.4000 24,8000 27.0200 0.0 0
1957 680.900 84.3000 25.4000 28.2100 0.0 0
1958 679.500 86.6000 26.6500 30.5800 0.0 0
1959 720,400 © 87.3000 '27.3ooo 30.4100 0.0 0
19690 736.800 88.7000 28.3500 32.8200 0.0 0
1961 755.300 '89.6000 29.4500 33.8000 0.0 0
1962 799.100 90.6000 29.3000 - 34.5600 0.0 0
1963 830.700 91.7000 29.7000 35,2700 0.0 0
1964 874.400 92.9000 31.5000 35.9200 0.0 0
1965 925.900 94.5000 32.6500 37.1900 3875.00 1
1966 981.000 97.2000 36,2500 39.7500 4245.00 2
1967 1007.70 100.000 39.5000 41,2500 5947.50 3
1968 1051.80 104.200 42.0500 43.4300 7867.50 4
1969 1078.80 109.800 45.1500 46,1700 11260.0 5
1970 1075.30 116.300 49.6500 50.3400 14792.5 6
1971 1107.50 121.300 52.3000 54.0200 19592.5 7
1972 | 1171.10 125.300 54.1000 56.7500 27500_0 8
1973 1233.40 133.100 56.9500 59.0000 38200.0 9
1974 1210.70 147.700 65.5000 64.240:0 49740.5 10
1975 1191.70 161.200 - 72.4100 70.3900 61706.2 11



Mcdian Wage & Salary Income

Male. Female
Ycar  White Nonwhite White Nonwhite
1948 2711.00 1615.00 1615.00 701,000
19 ., 2735.00 1367.00 1615.00 654,000
1950 2982.00 1828.00 1698.00. 626.000
1951  3345.00 2060.00 1855.00 781.000
1952 3507.00 2038.00 1976.00 814.000
1353  3760.00 2233.00 2049.00 994.000
11954  3754.00 2131.00 2046.00 914.000
1955 3986.00 2342.00 2065.00 894.000
1956  4260.00 2396.00 2179.00 , 970.000
1957 4396.00 2436.00 2240.00 1019.00
1958  4596.00 2652.00 2364.00 1055.00
1959  49%02.00 2844.00 2422.00 1289.00
1960 s137.00 3075.00 2537.00 1276 .00
1961 5287.00 3015.00 .2538.00 1302.00
1962  s462.00 3023.00 .2630.00 1396.00
196  s5663.00 3217.00 2723.00 1448.00
1964  s853.00 3426.00 2841.00 1652.00
1965  e188.00 3563.00 2994.00 - 1722.00
1966  ¢s510.00 3864.00 3079.00 1981.00
1967  ee33.00 4369.00 3256.00 2288.00
1968  7291.00 4839.00 3465.00 © 2497.00
1969  7859.00 _____ 5237.00 3640.00 2884.00
1970 8254.00 5485.00 3870.00 3285.00
1971 es550.00 5754.00 4046.00 3480.00
1972 9190.00 6261.00 4218.00 3944.00
1973  9969.00 6927.00 44941.00 3978.00
A1974 10745.0 7617.00 4863.00 4751.00
1975 11296.0 8296.00 5204.00 5062.00

Median Years of Schooling (X 10)

Male , Female
_White Nonwhite White Nonwhite
104,000 68.0000 120.000 77.0000
105.000 69.0000 120.000 78.0000
106.000 70.0000 120.000 79.0000
107.000 71.0000 121.000 80.0000
108.000 72.0000 121.000 81.0000
109.000 73.0000 121,900 82.0000
1111.000 75.0000 © 321.000 84.0000
112.000 76.0000 122.000 86.0000
114,000 78.0000 122.000 88.0000
115.000 79.0000 122.000 90.0000
117.000 81.0000 122.000 92.0000
119.000 83.0000 122.000 94.0000
120.000 85.0000 122.000 97.0000
120.000 87.0000 123.000 101.000
121.000 90.0000 123.000 105.000
121.000 93.0000 123.000 107.000
122.000 97.0000 123.000 108.000
122.000 100.000 123.000 111.000
123.000 100.000 124.000 112.000
123,000 102.000 124.000 ©115.000
123.000 107.000 124.000 117.000
124.000 108.000 124.000 119.000
124.000 111.000 125.000 121.000
125.000 114.000 125.000 121.000
125.000 117.000 125.000 122.000
125.000 119.000 125.000 1123.000
125.000 120.000 125.000 123.000
126.000 121.000 126.000 124.000



Labor Force Participation Rates

Male Female
Year White Nonwhite White Nonwhite
1948 86.5000 87.3000 31.3000 35,6000
1949 86.4000 87.0000 31.8000 46.9000
1950 86.4000 85.9000 32.6000 46.9000
1951 86.5000 86.3000 33.4000 46.3000
1952 86.2000 86.8000 33.6000 45.5000
1953 86.1000 86.2000 33.4000 43.6000
1954 65.6000 85.2000 33.3000 46.1000
1955 85.4000 85.0000 34.5000 46.1000
1956 85.6000 85.1000 35.7000 47.3000
1957 84.8000 84.3000 35.7000 47.2000
1958 84.3000 84.0000 35.8000 48.0000
1959 83.8000 83.4000 36.0000 47.7000
1960 83.4000 83.0000 36.5000 48.2000
1961 83.0000 82.2000 36.9000 48.3000
1962 82.1000 80.8000 36.7000 48,0000
1963 81.5000 80.2000 37.2000 48.1000
1964 81.1000 80.0000 37.5000 48.5000
1965 80.8000 79.6000 38.1000 48.6000
1966 80.6000 79.0000 39.2000 49.3000
1967 80.7000 78.5000 40.1000 49.5000
1968 80.4000 77.6000 40.7000 49.3000
1969 £0.2000 1 76.9000 41.8000 49.8000
1970 80.0000 76.5000 42.6000 49.5000
1971 79.6000 74.9000 42.6000 49.2000
1972 79.6000 73.7000 43.2000 48.7000
1973 79.5000 73.8000 44.1000 49.1000
1974 79.4000 73.3000 45.2000 49.1000
1975 78.7000 71.5000 45.9000 49.2000

Population (in thousands)

Male ) Female
White Nonwhite White Nouwhite
45211.5 4764.65 47763.6 5307.02
45506.9 4816.09 48305.0 5366.73
45871.5 4854.48 48843.6 5358.21
44966 .5 4758.98 49406.2 5395.25
44945.5 4755.76 49976.2 5320.88
45893.1 4857.30 50673.7 5954.13
46448.6 4933.10 51222.2 5685.46
47067.9 5034.11 51843.5 5776 .57
47586 .4 5122.21 52361.3 5852.01
48138.0 5190.98 52997.2 5957.63
48730.7 5288.09 53667.6 6052.08
49399.8 5383.69 54322.2 6138.36
50050.3 5596.38 55263.0 6367.22
50585.5 5676 .40 56010.8 6492.75
51073.1 5777.23 56727.5 6656.25
52029.4 5891.52 57596.8 6817.05
52889.0 5981.25 587641.3 6977.32
53712.9 6099.25 59658.8 7127.57
54059.5 6201.26 60464.3 7296.14
54574.9 6299.36 61488.8 7482.82
55415.4 6616.23 62466 .8 7667.34
56340.4 6548.76 63622.0 7867.47
57516.2 6773.86 64565.7 8111.11
58795.2 6969.29 65701.9 8337.39
60213.6 7238.80 67194.4 8724.84
61192.4 7527.10 68120.2 9103.87
62324.9 7776.26 69008.8 9435.84
63381.2 8019.58 70159.0 9745.93



A-4

Employment ‘ (in thousands)

Year White Male Non Female .
white White Nonwhite
1948 37778.0 3935.00 14382.0 2272.00
1949 37116.0 3788.00 14485.0 2318.00
1950 37770.0 3778.00 15079.0 2302.00
1951 37885.0 3906.00 15808.0 2346.00
1952 37774.0 3913.00 16238.0 2283.00
1953 138526.0 3986.00 16400.0 2490.00
1954 37847.0 3772.00 16110.0 2378.00
1955 38721.0 3903.00 17113.0 2438.00
1956 39366.0 4013.00 17899.0 2521.00
1957 39343.0 4013.00 18109.0 2606.00
1958 38592.0 3831.00 18022.0 2591.00
1959 39493.0 3972.00 18512.0 2652.00
1960 39755.0 4148.00 19095.0 2779.00
1961 39588.0 4067.00 19324.0 2765.00
1962 40016.0 4160.00 19682.0 2844.00
1963 40428.0 4229.00 20194.0 2911.00
1964 41114.0 4359.00 20808.0 3024.00
1965 4186440 4496.00 21601.0 3147.00
1966 42330.0 4588.00 22689.0 3287.00
1967 42836.0 4646 .00 23528.0 3366.00
1968 43411.0 4702.00 24340.0 3467.00
1969 44048.0 4770.00 25470.0 3614.00
1970 44157.0 4803.00 26025.0 3642.00
1971 44499.0 4746 .00 26217.0 3658.00
1972 45769.0 4861.00 27305.0 3767.00
1973 46830.0 5133.00 28448.0 3999.00
1974 47340.0 5179.00 29281.0 4136.00
1975 46284.0 4947.00 29429.0 4124.00

Median Wage & Salary Income

Year-Round, Full-Time Workers

Male Female
White Nonwhite White Nonwhite
4458.00 2831.00 2870.00 1637.00
4710.00 2912.00 2958.00 1637.00
4950.00 3137.00 3107.00 1866.00
5186.00 3368.00 3225.00 1988.00
5456.00 3339.00 3306,00 2196.00
5662.00 3789.00 3410.00 2372.00
5880.00 3883.00 3480.00 2325.00
6025.00 3799.00 3601.00 2278.00
6277.00 4104.00 3723.00 2368.00
6497.00 4285.00 3859.00 26764.00
6814.00 4367.00 3960.00 2713.00
7164.00 4528.00 4152.00 2949.00
7512.00 5069.00 4394.00 3363.00
8014.00 5603.00 4700.00 3677.00
887&.00 6158.00 5168.00 4231.00
9373.00 6598.00 5490.00 4674.00
9801.00 6928.00 5749.00 5181.00
10786.0 7548.00 6131.00 5320.00
11633.0 8363.00 $544.00 5772.00
12343.0 9082.00 7025.00 6611.00
13216.0 10168.0 7614.00 7505.00



SOURCE

1. Income figures are from Bureau of Census Current Population Survey,

Consumer Income Series P-60.

2. Employment and labor force are from Employment and Training Report

of the President 1977, with figures for 1948-1953 estimated on the

basis of reported unemployment rétes‘and civilian labor participation

‘rates assuming that the nonwhite share of the population 16 and over

remained at its 1954 level.

© 3. AFDC payments and unemployment compensation obtained from Butler &
Heckman. .

-4. EEOC spending obtained from Annual Reports of the Agency.

5. Median years of schooling obtained from |

. with missing years obtained by interpolation.





