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During theé 19663, the elimipation of employment discrimination

et

became a major social goal. Title VII of the Civil Rights Act of 1964 !

' was designed to implement that goal. The purpose of thié paper is to:
estimate the effects of enfbrce@ent of Titlé VII to determine whether ~
and to what extent it has helped to achieye thé§~sacial_éoa1:
\The hodel developed'in this Paper deparﬂ% from those of previous -
o Title VII studies 'in two ways. First, it incorporates thé effects of
. theulaw's enforcément on nonrespoﬁdentucovered’firms in addiﬁion tor the
- effects on respondent firms. Second, ‘it anglyzes separately the effécts y
. of ‘enforcement of the' law's employment and wage p;ovisionsl . : ‘%.
Empirical testing of the model focuses on the variations across °*
skates ig the relative employment of black males in covered firms and in
the economy, and on the relative wages of non&hite males in the economy.
OLS and;TSLS regression techniques are‘used to estimate the effects on
these measures of overall enforcemeﬁt and_p%lenforcement of the employl

ment and wage provisions of the law. The incidence of enforcement is

measured by the number of discrimjnation charges filed by minorities

- f .

divided by the number of employees’in covered firms. The primary data

gources are a matched sample of covered firms, 1966-1970, and, the U.S.
( Geﬁsusés:
The evideﬂce suggests that in the aggtegate, from its inception
through fiscal year 1970, enforcement of Title ViIuat‘best left the

- écgnomic position of black males unchanged and at worst caused it to

deterlorate. While enforcement of the‘employment provision increased

v
4 e

. relative employment. in covered firmg and rélatiye,employment and wages in
the econdmy, enforcément of the wage provision had precisely the opposite

effects. The latter effects appear. to have dominated the former, although'

the net negative impact is, in general, statigtically insignificant.

4 ' ’




, .
\ . . 14
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Introduction (
. —_— .
. l’ . ; ] /
» - /
During the 1960s, the elimination of employment discrimination -

became- a maqu social goal. Equal Employment Opportunity (EE0) laws

were designed to accomplish this goal; the ‘primary policy tool for
. . /ﬂ/ '
carrying it out has been the enforcegent/Sf these laws. Perhaps the most
, ¢ / .

important among EEO Lays; and 9eftain1y the one with the broadest'coverage, :

. / )
is Title VII of the Civil Rights Act of 1964. Economists have directed

0

their efforts towards .examining the impact of these and other laws’

because (15 their actual effects may differ from the intended ones and
(2) it is important in making policy decisions to estimate the magnitude .
of 'the effects that actualiy occur. The purpose of this paper is to
estimate the actual effects of enforcement of Title VII to determine wﬂecher
and to what extent it -has helped—to achieve this’social goal.

Earlier studies of other EEO legislation include analyses of the '
impact on the minority economic positdon of'state‘gair-employment laws
and of federal contract compliance. Using nation&ide'samples, it has

been fbund that the relative wages of notfwhite males increased more’ in

w

. sta th fair-employment laws than in states witdout them (Landes, 1968) ;

and that /Fhe employment of black relative to white males increased more

in'firms that held fedexal contracts,than in firms that did not (Ashenfelter ~

, ) . ‘4
and Heckman, 1974). To'date, there has been no comparable nationwide

study of the impact of Title VII.
Past studies of Tlti?AVII used limited samples. They examined tne

effects of the law's enforcement on relative minority employment
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patterns in firms-(Adams, 1973) or untons (Wolkinson, 1973) that had been
| charged/;ith discriminatdon ("respondent" firms or mnions){ or in.

firms in a specific industry in a given.geographéca; area that had

been investigated by, the Equal Employment Opportnnit§ Commission.(EEOE)

(Kidder, 1972). 1In general, these.studies indicated that the law had a

-

»

small or negligible impact on relative minority employment. However, the .

researchers failed tb}take into account the effect of enforcement on the ™

1

employment practices of nonrespondent covered firma (thereby biasing

their estimates) and did not consider separately the effects of the law's -

various provisions. 1In this paper, the indirect or demonstration effects,

of enforcement on respondents and nonrespondents are captured in a model
that aggregates over both types of firms by geographical area. The
- model specifies the demonstration effect as a function of the incidence

of enforcement in an area: descriptively, an:indicator of the law's

relative presence, and technically, an approximation of the probability
of apprehension for:-violatiop of the law. In addition, in this paper the
effedts of enforcement:of the law's employment and waée provisions are

"‘ . » - .
analyzed separately; it is shown that they may have opposing gffects on

the reiative economic position of minorities.
The model rs developed in section I. In‘sections II and II, it ,
{s used to test the impact of Title VII's enforcement through fliscal
year 1970 on the relative employment of black males in the covered sector ) .
¢ (that is, covered by the law) and in the economy, and through fiscal year
l9o9'on the relative wages of nonwhite males in the economy. The ‘

equations estimated are adapted from the Ashenfelter—Heckman and Landes

studies. The resultsg suggest that, on the average, during the early years

the actual effacts of the Title VII s enﬁorcement differed from the intended

¢

ones. Moreover, they support the model's predictions of opposing

o
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effects of enforcement of the employment and wage provisions, A éumma;y,

conclusions, and some policy implications'of the study are presented

i,

in aectiOp iv.

I. Theoretical Analfbis

The theoretical framework for anéljzing the egfech of enforcement
of Title VII on relative black employment and wages encompasses two questions:
(1) How will the firm and industry respond to enforcement of Title VIi,
. and what implications does this behavior have for changes in relative black2
emplbyment and wages in the covered sector and in the economy as a whole?
(2) How do the enforcement activities of the EEOC affect Eirms' decisions
on whether and t; what extent to comply with-the law? .
Answering the first question entails an analysis(of the actual costs
to the firm of various txpes of compliance. Answering the secén& requires ~

a model in which firms estimate the expecteddpogts of violation based

upon their observations of EEOC enforcement activities in their area.a

-

A. Employment and Wage Effects of Enforcement of Title' VII

4

The majority-of complaints filed .under Title VII come under two

- 3 v

prov{qions: the employment provision, which covers hiring, firing, discharge, ‘

and recall; and the wage provision, which covers compensation, promotion,

demotion, and seniority.5 The employment provision is designed to eliminate
. &

restrictions on the mobility of/%lack workers into firms and occupations.

The wage provision specifies that equally productive workers in a firm

must receive the same wage, regardless of race. The effects on the .

competitive firm and industry of compliance with each p;ovision are

discussed in turn.

<




,the latter two.

1, Eggorcement of the e@plo&ment provision. Compliance with the
employment‘provision requires that a firm hire "qualified" blacks who
seék employment at ali occupational levels. If blacks and whites
supp%ied themselves at raﬁdom’to firms in a g;veh area, then compliaqce‘
with this provision wqQuld occur when' the black—to—white employment ratio
in éach occupation in a firm equaled tﬁe ratio of qualified biacks to
qualified whites in the labor force of the area. In other words, .
compliance implies a work rule that specifies a fixed proportion of black
workers to white workers, although that proportion may vary by occupation.G’7
Covered firms with initial black-to~white employment ratios below the
fixed-proport%qn rule increase their demand for black worker; relative
to wﬁiﬁe workers. This may be shown simply in a podel in which blacks and
whites are perfectﬂsubstitutes in production and in which black and white
wages are given to the firm.8 It has been shown that where blacks and

whites are treated as perfect substitutes, discrimination results in

segreéated firms or, segregated occupations within fi‘rms.9 In a given firm,

‘occupations may be segregated black, segregated white, or integrated.

Strictly speaking, enforcement of the employment provigion affects only

Assume that the firm has a productién function with two types of
i % . .
labor, Ll and Lzz\v ‘ Ve \
* % .
X = £(L» L) = Glg(l)), h@Lyl. -~ @D

«<

The firm produces both types of labor services wi%b black labor, B, and

white labor, W, which are perfect substitutes. Henée, L, = B, + W, and

1 1 1
. * *
L, = B, + W2' In panels I and II of Figure I, ABl and W2D are isoquants

2 2
for the production of the two types of services respectively. For type L;
e
sgrvices, the firm faces a net wage ratio equal to (wlB + dlB)/wlw .
and for type L, (w2B + d2B)/w2w’ where dlB and d2B are the monetary




equivalents-of the firm's tastes for'discriminatlon against Bl and B2

* * ¢
respectively. CB1 and WZE*in panels I and II are the least-cost lines

' - 10 .
given by these net wage ratios. At the initial equilibrium, M, shown Lot

¢ * *
in panel III, the firm hireS'B1 in Ll’ w2 in Lo, and the net wage ratio

for the production function is equal to (w,. + d..)/w,, , shown by the -
N 18 7“1’ Vow b

. \\\§lope of FG.

v »

Enforcement of the employment provision affects the L2 labor service.
If the fixed-proportion work rule is given by the slope of the ray OH ’

from the Ofigin as in panel 1I, the equilibrium point shifts from a

- -

\ . corner on the W2 axis to a point such as J on the ray OH. The net wage
of L, labor becomes a weighted average of “the net black wage and the white

wage in LZ; the weights are the proportions of L2 jobs held by blacks

and $y whites. The net wage ratio for the production function equals

) L)

r 1 1
B, W,

(vp + d; p) ' J Gt dopd ¥ L oul| .
L } L,

It has been assumed that (WZB + dZB) > W Hence, L, labor becomes
relatively more costly; the slope of the least—cost line in panel 111 is
. reduced, and the firm substitutes L1 for L2, as shown by the new equilibrium
point N.J'l This substitution towards the segregated black occupation
. implies that the covered firm that chooses to cqmply with the law increases
. its employment ;f blacks by‘;ven more than is required to attain the
specified B/W ratio in the segregated white occupation.
This analysis is easily extended to cover the case in which both

occupations are segregated white. Where occupations are integrated, the

firm wi}l hire at least the specified ratio of black workers to white

workers and no other changes will occur.
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The impligationhof this analysis is that a firm that chooses to
comply with the employment provision increases its demand for black workers
relative to white workers. In order to determine whether black employment

¥
increases or decreases and what happens to white and total employment,

it /is necessary to specify the firm's underlying utility function. One
ommonly used specification makes utility a function of profits (1) and

the number of blacks emﬁloyed (B):

it

u=u (m, B) with uy >0and u, <0 (1.2)

2

]

and U Po f£(B+ W) - wW - w3B, (1.3)

W B

4

where Po'is‘the price of output and f is the production function with

) " 4
f' > 0 and f < 0. It is shown in Appendix A that a government-enforced

employménf ratio causes the firm to (1) increase the number of blacks

employed; (2) decrease the number of whites employed, and (3) decrease

Y

the total employment of the firm. 7 .

Accbrding to this.model, industry supply will decline and product

-

price will rise. Unless the d d for the industry's output is perfectly
. " - ’
inelastic, the scale qf the industX¥y is reduced. If many f%ﬁgg,iﬂ the

~

covered sector have similar utility iops, an excess supply of
white labor is created in that sector, which cannot be absorbed due to
the scale reduction. Unemployed whites move into, the uncovered

sector, increasing the relative suypply of whites and the black-to-white

.

wage ratio in that sector. Co
" Wnile it is dnclear what reduction in utility will cause a [irm to

go out. of business, it is obvious that it can regain a higher level ol

~

utility by moving into an area where blacks are a smaller proportion of

the labor force, assiming for the moment that moving is costless. Should

enfbrqement‘occur in such an area, the firm's utility will be redtced
::7‘.‘ t.ﬂ

= -
W, T

.




by a smaller amount; the government-enforced proportion will be at a
‘, lower B/W ratio at the new location than it wﬁs at the initial
location. The movement oﬁ_fifms into areas with lower black populations
~

reduces the covered-sector demand for blacks and for blacks éelative to

whites, pro;ided that blacks are relatibely less mebile thaq,finms.lz

If the increase in relative demand in firms that'sﬁéy in business at

~

the same location exceeds the feduction brought ‘about by the relocatién of
firms, then enforcement of the‘émplqyment provisiog will increase the
relative_employment and wages of blacks in the covered sectdr and in the ,
econohy as a whole. Alternatively, if the reduction in relativé demand

exceeds‘the increase, relative employment and wages will fall.13

In summary, enforcement of thé employment ﬁrovision of Title VII
will hav® a positive effect upon relative black employment in covered
firms that remain in business at the same location, and a positive or

negative effect upon relative black employment and wages overall. . -.

2. Enforcement of the wage provision. Compliance'with the wage

provisioﬁ\réquires the firm that hires both blacks and whites to pay
them equal wages for the same work and give them equﬁl opportunities for
promotion to higher-paying jobs. If blacks are paid less than whites, .

. then enforcement requires the firm to increase wB, which r8ises relative

wages. : ‘

For the case in which blacks and whites'are treated as pgrfect

Bubstitutes in pr'oduction,14 it is only the integrated: firm that is '

!
|
| , .
) N affected by enforcement of the wage provision. An increase in wB/w
2

causes such é firm to move to a cormer on the W axis, as in the initial
position shown in panel II of Figure 1; ignoring hiring costs, the firm

t becomes segregated'whife. “The quantity of black workers relative to

- - R , t
.




white Workers demanded is reduced, and relative black employment falls

(iﬁ this case to zéfo);

“

The long-run supply price of the perfectly competitive industry

must increase and its output must be reduced when the price of a factor

increases. The‘rgduction in industry output ‘may be accomplished by a /
reduction in the output of the indicidual firm or by the exit of firms

from the industry.15 The reduction in che,size of the cpyergd sector

o« -

leadssto a decrease in the demand for all factors of production and
to excess supply in tha€‘§:;tor. As blacks and whites move into '

the‘uncovered sector, their wages will fall absolutely, but the i
relative wdge in that sector may rise or_fal;L.16 - The effect of enforcement

. . * r .
of the wage provision o ,the average relative wage in the covered sector

is also ambigtious. Fits can réduce the costs of compliance by moving .
W (o v ¢ : :’.{:"‘\ -~

into areas in wh%ph there are fewer blacks in the labor force. ThRe

T

»

resulting reduction in the demand for blacksf?elatiye to whites in the - ' T

qﬁgkbred sector puts a downward pressure oif relative wageé. On the otheg_‘\

A i ‘
hand, relative wages are increased in those cavered firms tha%‘comply with

the wage provision. ' - ' - .

[
o

Some of the blacks whe'bgcpme unemployed in the covered géctor may
search for the higher-wage jobs in that sector rather than accept
empléyment in the uncovered sector. In addition, if the expected ‘wagi-'},~
(tﬁe actual wage times the probability of having a job) ig the covered
sectgr is greater thap the wage in the uncovered sector, blac“§ employed , %
in the uncovered sector wiil move to the coyvered sector to search for o

these 3035.17

The incentive for blacks to increase the time spent in
job gearch will reduce relative black employment in the ecohom§ as a .

whole. . : oA L X
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' In sﬁﬁmary, enforcement of the wage provision will increase relative
‘“‘ -

wages in th Ese covered firms that comply with the provision, while it '
may reduce or&increase them in the covered sector as a whole and in the
é ?uncovered sectorg‘ lherefore, the average wage effect for the entire
economy may. be positive or negative., The average employment effect of
enforcement“Pf the wage pro;&sion will tend to be negative. There are
two factors’working in this direction-~the reduction in relative employment

<
¢

in the covered séctor and the tendency for blacks to increase the time

f

~ spent in job search
Whether and in what way a firm chooses to comply with the law will

 depend on the firm s perceptions of the relative probabilities of being

.

apprehended for violating each provision. The formation of these

perceptions and the mechanism by which they influence behavior will be

s

- *  discussed in the next section. :

$ »o,

B. The Direct and Indirect Effeécts of Enforcement

This analysis departs from previous studies of Title VII in its
attempt to incorporate both the direct and the ingirect or demonstration
effects of enforcement of Title VII onyfirms in the covered sector. The ;1 -
direct effects of the law are changes in the employment practicés of -
\firms that result from specific- charges of discrﬁmination. The demonstration

effects are modifications An the employment practices of covered firms
<'s;,»ﬁ‘ .

including nonrespondents, which, aware of enforcement activities, seek to

avold being charged with discrimination.18

ﬂAll firms that engage in discriminatory employment practices face

a set of costs, the expected costs of violation off Title V}I. These

N . s

costs are a function of the actual costs of violating the law if the
BN ‘Q\ i | e E ) 1
ERIC . _ . 4 '
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. . ' 19 J .
firm is caught times the probabilitz’géxbeing caught. The probability

_ of apprehension, p, depends upon the level and type of violations in
~
which the firm engages, and can be affected by changes in its employment
practices. Although these p's are unknown a priori, the individual firm

can use information available to It to estimate them. l/ ’, )
. - I s
It is assumed that the firm has knowledge of the incidence of proximate

. »

(£irms that are caught in the different Violatiqné, that is, firms against

)

which enforcement takes place.20 Then, the firm's perceived probability

~. -

of apprehension for each type of violation may be specified as a positive .

N

function of the incidence of proximate firms that are caught with similar

violations, Given the mdnetary value to the firm of discrimination, the .
Y . ’
. firm's risk preferences, the actual costsg of compliance, and the actual

0y

”»

costs associated with each level of violation,:the higher the firm's

perceived probability of apprehension, the ﬁigher the expected costs

.

v of violation, and the greatex the likelihood that the firm will seek to

comply <ith the provisions of the law.21

The aggregate behavioral response to enforcement depends upon three

.

factors: (1) the expecte{vcost functiohs‘of all firms, (2) the incidence
( of firms that are caught, and (3) the number of firms aware of any given
_ enforcement éctivity. The perceived probability of apprehension, and
. therefore (1), was specified as a positive function of (2) for each firm.
Fgrther, (3) is postulated to be a positivé function of (2), that is, the
number of fitms aware of aﬁy given‘enforéement activity is:postulated to -

increase with ipgnéﬁses in the incidence of enforcement.
&/’

A The total enforcement effect on relative employment or relative wages

* -

. ] is the sum of the direct enforcement effects (the behavioral responses of

N firms that aré caught), and the demonstration effects (the behavioral

O . ' - - o o
’ ‘ 3 . + . [4 PRI
ERIC - | ¥ < ,
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responses of those firms that are aware of enforcement activities). From

. ¢, ~ \ M [N
the reasoning in the previous: section, the direct and demonstration effects

may be positive or ‘negative. .

. L ' ’
! . . g

The change in the total enforcement'effect resulting from an

. increase in the incidence of .enforcement is equal to the average enforce-
~ . © ~
‘ ‘ W S
ment effect in respondent firms plus (the number of firms affected

indirectld times the change in the indiréct enf9rcement effect due to ,';
an increase in the perceived probability qﬁ spprehension) plus (the :
A, .

. ) average indirect enforcement effect tﬁmg§ the increase in the number of

» c
-

firms affected indirectly due to the increase in‘enforcement). (It‘

o

’ should be noted that the average direct enforcemént effect i® unobse¥v~

)

able because re8pondent fi{ms may also be affected indirectly )

An implication of this analysis is that if the dirgct and demonstra—

_tion effects of enforaement have the same sign, the total enforcement

effect on relative employment or wages will increase (or decrease) with'

increases in the incidence of enforcement. This hypothesis will be

tested in ‘a cross-sectional analysis in which proximity is defined

&~ , .
» *

. 2 .
. geographically by state. 3 ‘ ‘ g
‘. ' 5

JII. Empirical Analysis: Relative Eleoyment

~ s

e

The effect of enforcement of Title VII on the employment of black

relative to white males may be estimated for covered firms and,for the

-

economy as a whole. Matched 1966 and 1970 employment records of a

sample of covered firms that were in business at thé same location in.
both years, aggregated by state, are usedito estimate the enfolcement )

' . . & s )
effects on covered firms. The matched sample .is well suited for this

.
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- purpose because it allows a test of one of the two unambiguous predictions

-

of the theoretical model: the positive effect of enforcement of the

A

employment- provision-on relative emgloyment in firms that did not mbve.
] ( !1_
* (The unavailability of data precludes estlmatlon -of the other unambiguous

predictlon of the model: the positive effect of enforcement of the wage

’

provision on relative wages in these firms.) 24 The effects on relative

employment in each of the nine broAd census occupational categories and
! . 25 . :

on total relative employment are estimated. Census data for 1950,

1960, and 1970 are used to estimate enforcement effects on total relative

employment in the economy as & whole. The mobility effecta of enforce-

-

ment on covered firms are captured in thig phase of the empirical analybis‘

The estimating equation is formulated to incorporate the idea that

the attempt to bring the actual level of relative black employment to

. . . . . ’ 26
its-desired level is only partially successful in any one period. ,The '

adjustment process may be written as ) - .
, ) *° A “
. RBEt = RBEt ‘ (2.1)
o\ BBE RBE, ' . :

where RBE is the level of relatiue black employﬁent, bf occupation and'u

.

. *
total, in time periods t and t-1, RBE is the long-run level of RBE, t:d

X is the adjustment coefficient. -This.process may be rewritten as

: ) .
‘ - 1oRBE, - 1nRBE,_, = AInRBE; ~ AInRBE__,. T 2.2)

The natural ‘logarithm of the long-run target level may be expressed as

* 2
lnRBEt = 0 + B%nx + y1nCHG + & (1nCHG) (2.3)

v

te

where X is a common set of variables assumed to determine all émployment .

.

ratios and.CHG is a measure of the incidence of enforcement. In

deteérmining their target employment ratios, firms are assumed to take the

4

Lt}
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costs of violation of Title VII into congideration, The‘quadratic

. . - N *

formulation implies that the e}&BﬁiifQY'of RBE with respect to CHG
depends on the level of CHG. Usiﬁé @.3), (2.2) may Béjgewritten as

lnRBEt - lnRBEt_l = Aa + ABInX + AylnCHG + AG(lnCHG)2 - llnRBEt_

[} . -

1 + u (2.4{

is a disturbance term with the classical properties. The'
4

* coefficients of 1nCHG

whgre u,

5 . .
InCHG)  provide an estimate of the short-run

justment elastici ative employment with respect to enforcement.'

¥

iﬁally, the equations’ are estimated'using the following equivalent

‘formglation: .

’lnRBEg = Ao + ABInX + AylnCHG + AG(lﬁCHG)Z + (1-1)1nRBE 1 + u,.
Ay t-

. (2.5)

The X vector includes such economic and demographic factdrs as the
level qf and g¢hange in the relative supply of blacks, the level of and

change- in total employment in each state, the relative educational level,
©

. v .
of black males, labor market variables, and location in an SMSA or in .

’

the South. Et also includes variables representing other equal em-
‘ /

ployment opportunity laws in effect during the period: federal contract

complihnce_and state fair—employment ;aws. Executive Order 11246

-

prohibits discrimination in employment by federal contractors; state
‘fair-employment lqws make employment discrimination illegal in some

" stateés. These laws are expected to increase the demand for black relative

to white males and therefore to ‘have a positive effect on relative St °

blq&k emp}oyment.
- )

In the theoretical analysis of the previous section, the' effect of L
' ! . X .

enforcement was hypothesi;ed to be a function of the incidence of en-

L]

forcement. The empirical counterba%t used in this pape;N;s the number

of discrimination charges (C) filed with and accepted as under tbeir
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2
jurisdiction by the EEOC 7, 28 divided by the number of employees in
2 L
covered firms N). 9, 30 The mean and standard deviation of C are 454.4

and 596.9; those of C/N are-.00064 and 00080. The measure C/N is

equal to the actual probE%ility of apprehension times the incidence of

1t

C/D X D/N, where D is a measure of the number of

3 ¢

diéhrimi%ation: C/N
¢ .

violators of the law. Since there exists no independent measure of D,
C/N is used as an estimate of the incidence of enforcement; the relative
. N

variation in C/N will approximate the relative variation in C/D to"

the extent that systematic variations across states in'ghe iogide;ce of
. [ . . M‘
discrimination are controlled for. Part of the variation across states

in the -incidence 1is reflected in the traditional-demographic factors
included in the X vector of equation (2.5). In addition, the initial level
of relative black employment (RBE ) reflects cumulative market ’

phenomena including discrimination, it is assumgd tBat the variation

.

across states.in the incidence’of discriminatiof is approximated by the
variation in‘RBE -, . 31 ) .o ) '
A value for\each of the variables is assigned to each state. The

32

variables are, defined and their sourcea‘stated'in Table 1.

24

A. The Effect of Enforcement on Covered Employment
r's

[

”
Tables 2 and 3 present ordinary least squares (01S) esti@ates

. of the coefficients on enforcement variables from log-linear weighted
~-regression equations33 on the change in relative glack)male emoloymenc )
in covered firus between‘l?66 and 1670, total and by occupafioo.
(Because of the possioility oM imultaniety between the dependent

variable, the change in the econonuc/position of black males, and

theMenforcement variables, a simultaneous equations model, in which
\

. enforcement is theated as endogenous, was also estimated. The

15

by
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two~stage least squares (TSLS) eatiméfe?, which do not differ signifi-

N

cantly from the OLS estimates presenfed below, can be found in
Beller, 1974, appendix B.34) Table 2 contains coefficients-on the

overall incidence of enforcement of Title VII; Table 3, on the incidence
' o . 7N 2:

of enfogcement of the  employment .and wage p}bvisions. These coeffi-
cients are estimates of the short-run adjuatneht elasticities of
nl

relative employment witﬁ respect to the incidence of enforcement. (The

~

complete equation for total relative employment is presented with dis-
cussion in Appendix B. Space limitations preclude presentation of the’

equations for each occupation; the interested reader is referred to

13
s

Beller, 1974, pp. 91-95 and 123-137.). = ° * . e

.
! .

The incidence of en?%rcement is specified in linear apd quadratic
forms; the approprizfe’fonm is not made explicit by the theor;cical
aralysis. Line; {’and 2 of Table 2 contain the coefficien;s and
t—statistics/gg/the overall incidence of enforcement with both a linear

and a quadratic térm entered in each occupational equdtion. Lines 3

" and 4 present tge number of degrees of freedom for thése)eQUationé35

and the F;tesi;gpr joint significance. -Linesiﬁ and 6 contain the co-

Ia!

efficigﬁts and t-statistics on a linéar or 4 nuadratic term entered
alone} the coefficient‘is preseezed only if it is as significantxas or
¢ L

more significant than the comparable coefficient -from the joint
. b

épecification.f/;n Table 3, lines 1 and 2 cqntai& linear and/or quadratic

terms oh the incidence of enforcement of /the employment provision, and

:

lines 3 and 4 contain linear and/or quadratic terms on the incidence of

enforcement of the wage provision. The specification presented for egéh

occupation--including at least one j?ploymept provision variable and

one wage provision Gariab;e--is that' for which the joint significancg

level, indiéateé b; the F-statistic (lines 5 and 6), is hiﬁheat.36

¢
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' * TABLE 1 .
List of Variables Used in Employment Analysis .

1 .‘ ~ -

* Variable ) _ “*Definition
Name Y ¢ .
L -
RBEIO, RBE66 The ratio of blaak o white male employment in each occupa-

& RBETL tion in 1970 and. 1966 in the covered sector and the ratio

of black to white male total employment in 1970 and 1960 in
the entire state. The occupations are officials and mana- *
gers, professionals, technical, sales, office and clerical,
craftsmen, operatives, laborers, service workers, and total.

. -~ ®

.EMPL, ~ Total employment in 1970 in (l)‘theicovered sector or " (2)
AL the entire state. s .
CEMPL Change in EMPL in (1) -the covered sector' between 1966 and
1970 or (2) the entire state between 1960 and 1970.
PPB . ) Proportion of the population that 1s black in 1970 Data
are from the 1970 Census.
: CPPB ‘ Change in PPB between 1960 and 1970. Data are from 'the
1960, and 1970 Censuses. . A ’
GMR Gross migration rate of blacks between 1965 and 1970. Data

are from the 1970 Census.

RED The ratio of the mean years of scheol completed of black to
white males, 25 and .over, i 1970. included in the equations

for the white—collar occupations only. Data are from the 1970

Census.

UNEMPL Unemployment rate of all males, 16 and over, in l970 Data
are from the 1970 Census.

CUNEMPL Change in the annual average unemployment ratesbetween (1)
965 and 1969 or (2) 1960 and 1969. Data are from the Man-
pover Report of the President 1973.

N

PFC Proportion of employment in the matched sample in firms
. with federal contracts.
CHG1 » EMCHC1, The total number of charges of discrimination éi%ed by
and WACHG1 minority males and females during fiscal years 1968-1970
, divided by the number of employees in firms with 20 or more
employees in 1969. The prefix EM 1s used to represent
charges which include wviodlation of the employmerit provision
as an issue and WA, violation of the wage provision. The
\ C total number of issues 1s greater than the total number of
’ ' charges because a charge is often filed for more than one - ~

24
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TABLE l--Continued

Variable

T + Name o

Definition

CHGL (continted)
"

FEPC64

\_'B% .
SMSA
_SOUTH

MFG

PEMCOV

issue. Charges data are from the Division of Systems and
Control of the EEOC and data on the number of employees are -
from County Business Patterns 1969, part 1. . b

Dummy variable assigned a value of one for states with Fair
Employment Practices commissions established prior to 1964
and zerd elsewhere. 8 .

Union membership as a proportion of total smployment inb
nonagricultural establishments in 1970. Data are from the
Directory of National Unions and Egp;oyee Associations

covered sector.

1971 .

]
°

Proportion of employment.in an SMSA in (1) the coverkd
sector or (2) the entire state. .

Dummy vaéiahlé assigned a value,&% one for all southern
states and zero for nonsoutherh states. ’

Proportion of employment in manufacturing firms in (1) the
covered sector or (2) the entire state.

The number of employees: in Social Security reporting unitsd

with 20 or more employees divided by the total number of .
employees in all reporting units. This variable is in-

cluded in the regressions for the entire economy only and

is used as a proxy for the proportion of employment. {n the

Data are from County Business Patterns, S
1969, part 1. | ’ . -

Noﬁe

oy

e . o‘**\xb he
Unless otherwiée stat.;ed‘ data for $the “’g@{?\r!ed-sector regressions
are taken from the matched sample tapes and data for the entire economy
regressions are taken from the 1960 and 1970 Censuses.

e

. 4,("

-




. -
- Occupation
. Offdcials - Office *
¢ < and and
Managers Professional Technical Sales . Clerical
‘ 1... 1nCHG1 . 3694 .0028 .0250 " ~.0563 .2804 )
(1.18) (0.01) (0.09) (0.10) (0.91) °
L2000 lnCBGI2 . 0196 .0088 . .0038 ~-.0122 .0210
. (1.04) (0.41) (0.23) (0.38) (1.15)
3... Degrees of '
. freedom 22 26 25 23 26
’ %\ 4.,. F-test F(2,22)=1.38 F(2,26)=5,09%* F(2,25)=0.54 F(2,25)=2.95% F(2,26)~2.29
‘ ' 5... 1nCHGl . 0470 -.1442 -.0377 1446 -.0701
’ . , » (1.34) (3.27)%*x (1.13) (2.47)%* (1.78)*
- ‘( N /Or 2 ! . J
! N 6'0.: lnCHGl se e sl o @ oooo— ss e K]
R : . Service
. Craftsmeny Operatives Laborers Workers Total
ce -
1... 1nCHGl . 5070 .3528 1420 . -~.0803 3274
(1.@1) (1.39) (0.65) (0.29) (g.OS)**
~ 2... lacher’ .0299 .0213 0081 -.0058 0205
: (1.37) (1.41) ° (0.63) (0.35) (2.16)%*
3., Degrees of 27 29 * 29 28 29
. freedom . +
4,,. F-test F(2,27)=0.96 F(2,29)=1.01 F(2,29)=0.24 F(2,28)=0.16 F(2,29)f2.32
. 5... 1nCHGl cere ees ceee coen cens
“t or . ‘ .
60‘0- lnCHGl s e ss0 00 s0 0 -.0010 e s 00 !
(0.49)

-
- “

Coefficients

TABLE 2

and Significance of Incidence of Enfo;cement Variables

from Log-Linear geéression Equations on the Change in Relative
Black Employment from 1966-1970 by Occupation &nd Total
*  for Covered Firms in the United States

-

Source:

Note: All relative employment regressions i
and Montana.

Alaska, Hawaif, North Dakota,

in which the enforcement medsure equa

~t-statistics are in parentheses.

\

¢

P

J

See Table 1 and Beller (1974, appendix A).

nclude the District of Columbia and exclude
Some other states are excluded from equations
led zero, since the variables are in logs.

# &k kkkSignificant at the 10 percent, 5 percent, and 1 percent levels,

\

respectively.

.

»
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TABLE 3 -

b ik
ﬁCoefficients and Significance of Incidence of Enforcement Variables
¥ 1ssue from Log-Linear Regression Equations on the Change in
Relative Black Employment from.1966-1970 by Occupation and
Total for Covered Firms in the United States )

.

¥ '1:
P —— —~ —
Officials Office
and . and
Managers Professionals Technical - Sales Clerical .
1... InEMCHG1 .1366 N ~.0366 ,=+0052 <1565
(2.20)%* (0.49) (0.04) (2.81) %%
2... lnzMcHG1® .0011 L
(0.23)
3... 1nWACHG1 cos cee .1570 «1295 -.2041
(0.51) (1.14) (3.92) %%
)
4,.. lnHACHGl2 . 0046 .0054 .0076 ces AN
(1.52) (1.27) - (0.53)
5... Degrees of .
freedom 22 24 22 23 25
6... F-test F(2,22)=2.50% F(2,24)=4.75%%% E(3,22)=0.33 F(2,23)=3,30% F(2,25)-8.89***
Service . .
Craftsmen Operatives Laborers Workers Total’
1... 1nEMCHGL 1.273 .0516 -.4711 -.2334 <0049 ~
‘ T (2.43)R% (0.90) (1.43) (0.73) (0.13)
2... InmMCHGL? .0728 e, ® -.0259 \£ 0142
(2.48)%* ‘_//fIT#Q) 0.77)
3... 1nWACHGL -.6881 - oee .6847 -.0073 ,- .1891 °
- (1.58) (2.46) %% £0.11) ~(1.22)
4... anACHGl2 -.0375 .0018 .0342 oes - .0101
(1.73)% (0.63) (2.46)%* (1.35)
5... Degrees of v '
freedom * 24 26 . 24 25 25

1

6... F-test uF(4,24)-1.70 " F(2,269=0.33, F(4,24)=1.77 F(3,25)=0.24 £(3,25)=0.83

%m;'gs: Table 1 and Beller (1974, appendix A).

.
('Y

.

y ¥k kxt5ignificant at the 10 percent, 5 percent, and 1 percent levels, respectively,




21
Perhéps the first questioﬁ thatesﬂould be answered is whether

enforceméﬁt of Title VII had any effect on relative black employment in
the covgred secto;,during its initial periog of enforcement, 1966-~1970.
The lagg column ih the lower panel of Table 2 show; the estimated co=
effﬁcients of enfprcement'on the changé in total relative black employment.
The quéestion isﬁé;swered in the affirmative; the éstimated coefficients

B are‘iﬁdividually significant at the 5 percent level and approach joint
.significance at éhg 10 bercent level. What is perhaps unexpecte& is
'that the curve showing the adjustment of rélative eiployment as ; function
of the incidence of enggfcement is|U~shaped. An increase in enforcement
reduces relative employment.at low levels of.enforcement and increases
it at higher levels. The change odcurs at 0.14 standard deviations from

the unweighted mean of 1nCHG1l, well within the range of observable data.

The éqtimated relationship suggests that, ceteris paribus, states

with a high incidence of enforcement have-smaller changes in relative

employment than states with the loJest incidence of enforcement. Howevér,

M

[t

a 95 percent confidence belt around,the estimated rélagionship'includes
values that imply slightly larger rllative emblﬁyment changes in high-
e;forcement states.38 In order to determine the magnitude of the
enforcement effect, the difference between the level of relative employ-
ment in 1970 at the lowest observed point and that at the mean inci&ence
of enforcement was calculated. Increasing enforcementsto the mean reduces
releFive employment by 25 pef?ent. '

-

’ . ~ The curves‘éhowing the adjustment of relative black émployment in the

’
l

)
blue-collar occupations (except service workers) as a function of the ’

incidence of enforcement are also U-shaped, but the estimated coegficients

are insignificant, The adjustment elasticities are negative for the
. ¢ ' B

4

~‘ - | 24 :
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-
‘
' . '

»

brofessional and office and clerical occupations and positive for the

sales occupation. According to the estimates, doubling the incidence
of enforcement reduces relative employment in the professional
occupation by l4 percent and_in the office and clerical occupation by

* 7 percent, while. it causes an’increase of 14 percent in the sales occupation.

:

Enforcement of the employment provision and enforcement of the wage
provision of Title VII are generally seen to Have opggsgng effect@ on
_relative black emplo?ment (see Table 3), effects that underlie the- \
overall enforcement effect shown in Table 2. It was hypothesized that

enforcement of the employment provision would have a.positive effect
, 5

Y

and enforcement of the wagé position a negative effect on relative

employment in covered firms. For those occupations in which the separate

. . ,
effects are.significant, they are'in the hypothesized direction. For

s %

example, the significant positive effect of the employment provision

and the insignificant negative effect of fhe. wage provision underlie

\
1

‘the overall insignificant positivey/slationship bétWEen incidence of

enforcement and’ relative employment of officials and managers. The

-~

vage provision has a strong negative effect on relative black employment .

. in the office and -clerical occupation, which dominates the weaker L
' ‘ w39
positive effect of the employment  provision.
* - * n ’ . . ‘D ‘ ‘
B. The Effect of Enforcement on Employment in the Economy

- -

. The theoretical analysis‘resulted in ambiguous predictions about

the direction of the enforcement effects on relative black employment in

- the'economy as a whole. These effects are estimated using the equation

L4

previously descfibed’ with the variables defined as in Table 1.

Changes in total xelative black employment from 1960-1970 and 1950—1960
o : ' . * . . 'y "
' . . -
L y TS 23(i ' ’ g T} )
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’ *

and the ratio of the 1960:1970 to the 1550-1960 change are estimated.

- ..U

The 1950 data are- from the U.S. Census. (The independent/vafiables in

. e

the latter equation are specified in ratio form except for the dummy

and enforcemert variables and except for the propoE?ipn of employment in
’7‘ - //"’ * 4y
firms with federal contracté,'gFC,‘Which-eﬁter as Th the 1960-1970

N . - .
equation.) One additignaI variable, ggMCQV, a proxy for the proportion

35 -

of employment in firms cqvered by Title VII, has been added to these

4

regressions. Its coefficient may be interpreted as the partial effect

of the degree of coverage of the iaw holding cogstant the incidence of
enforcement. Table 4 presents OLS estimates of the coefficients on
PEMCOV and on the enforcement vatiablés from these equations.40 (The -
complete equations with the enforcement variable defined differently may
be found in Beller, 1974, appendix B; ~The coefficients on the independent
variables in the 1960-1970 equation do not differ si%icantly from

thpse in the 1966~1970 equation fot total covered employment which are ¥

presented in Appendix B.) . L

According to the estimates in the first column of Table 4, the M
short-run adjustment elasticity of relative black employment in the l
economy with respect to the overall incidence of enforcemeﬁt\ia negative

but is not significantly different from zero. On the other hand,‘

enforcement of the employment and wage provisions has significant effects

.

on relative employment; the adjustment elasticity'has an inVerted U-~shape
with respect to, the employment provision and'a Uiehapé with respect ta the
wage provision. All of;the coefficients are'ihdividually and jointly
significant at the 5 percent leyel. A significant positive elasticity of
reldtive employment With respect to the size of the covered sector

) (PEMCOV) is observed. B

o

[



%

24

TABLE 4 ,

Coefficients and Significance of Incidence of Enforcement Variables
- from Log-~Linear Regression Equations on the Change in Total |
Relative Black Employment from 1960-1970 and 1950-1960, and

Note: Since the incidence of enforcement is always a fieg;,;l:gn. the entire

on the Ratio of These Changes, for the United States « )
-Estimated Coefficients raad t~gtatistics .
1960-1970 1950-1960 Ratio of Changes
(65 @)’ 3 4) (5) (6) .
» * . ~
PEMCOV 1.108 1.253 1.144 1.116 .052 .321
. (L.81)* (2.87) &k (2.37)%%  (2.40)%* (0.14) (1.15)
1nCHGY -.028 ° ...
L. ‘ ' (1.67)
-, + ~
1nCHG12 .0013 “ee =.0002 e cor cen
, (0.93) 0.22)
LogMciGL e - 446 e -.035 , |
(2.39) ** 2 (1.13) 4‘
1nEMCHGZ - ... -.026 -.002 |
e (2.45)** - (1.14)
1nWACHGL . .352 044 P g
. (2. 38)** (1.31) .
- 1nWACHG12 .020 ce. - i ver . .003
- (2.69) %% N (2.16)**
¢ v
Degrees of ¢
freedom 28 22 30 » 26 29 25 '
P-test for F(4,22)- F(2,30)= P(2,25)m=
charges 3.45%% 0.93 3.20*
Source: See Table I and Beller (1974, appendix A). The data for the 1950- - .

1960 equations are taken from the 1950 and 1960 Censuses.

relationship falls in a negative quadrant.
* ik xkxSignificant at ti\e 10 percent, 5 percent, and 1 percent levela, respectively.

1’The square of the logarithm of the incidence of enforcement is inversely - .
ralated to the logarithm; hence, this coefficient implies a negative effect of
enforcement on the dependent variable. -t

r

”~




the enforcement variables from the 1960-1970 cross-section equations.

degree of coverage of Title VII; .it is, by definition, an estimate of

_ ment to the 1950-1960 change (columns 5 and 6). The éstimates suggest
N N [4

. that are similar to those found on relative employment in the covered

25 ‘ —

\r/ «
o .

-

Moreover, the enforcement variables are unrelated to the change
in relative employment during the pre—enforcement decade, 1950~1960_
(columns 3 and 4). These results are taken as eVidence that there VAR
were no systématic'differences among the states in the dependent variable
correlated with subsequent variations in enforcement activities. This:

evidence lends-support to the interpretation of the coefficients on

On the otﬁeézhand, the estimated coefficients on the coverage vafiable
aEE.positive and significant in both cross—sections and do not differ
significadtly between them. Thus, the effect of PEMCOV on relative
employment appears to be independent of its status ae a proxy for the
the proportion of employment in niddle~ and large-sized firms.

Direct estimates of the eEfects of enforcement are derived from

£

equations on the ratio of the l960—l970 change in relative black employ-

that a portion of the differential change in relatine employment between
the two decades is explained by enforcement. Overall, %nforcement'reduced
the 1960-1970 change relative to the l950—l960 change, the estimated
coefficient appronches significance at Fhe lO percent level (column 5).

Enforcement ofithe employment provision had ‘an insignificant positive

effect and enforcement of the wage provision a signifiqant negative effect

»

on the differential change between the decades. "These variables are
jointly significant at the 10 percent devel (column6).
In4summary, it has been found that enforcement of Title VII had,

effects on total relative black employment in the- economy (Table 4)

L4

L s s

[y
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— * _ sector (Ta%les 2 and 3). The adjustment elasticity of relative : -

. -

- - employmerit with respect to enforcement is negative overall. ‘The
elasticity is positive with respect to the employment provision and nega-
tive with respect to thé wage prqvision; the estimated.elasticities are
jointly\significant for total employment in tne economy and for some t

occupations in the covered sector. «Within the coptext of the theoretical

d framework, these results imply that (f) enforcement of,the employment

*

provision reduces relative black emplgyment in firms‘%hat relocate by a

~

smaller amount than it increases relative black emplovment in firms

that comply, and (2) enforcement of the wage provision reduceﬁ;relative

a ¥
black employment in the covered sector by a: larger amount than is A;ﬁf
absorbed in the uncovered sector., e ‘
III. *Empirical Analysis: Relative Wages .
\ - N T . %
2 , TR
Pl . .

.).

. . L
~ In this section, the effects of enforgément of Title VII on. the

P
. ¢ t .
relative wages of nonwhite males in thegéconomy are eStimated using

}

. /
- data from the U.S. Census.41 In thgftheoretical analysis, the direction

e

of the effects is am®iguous. It;is found that enforcedent of the employ-_

ment provision "increased the ﬁercentage change in relative wages between

1959 and 1969 and that enﬁdrcement of the wage provision.decreased the change
Overall, enforcement had a negative but lnsignificant effect on, the percent—lt
age change in relative wages during this period. The interpretation of

these“results is ‘Suppo[jed by estimates made for the previous decade,

1949-1959. SR N e
o _The model of relative wages used here, with minor differences, has
appeared previously in the empirical literature on discrimination. The’

specification was originally_nade by Landes (1?68) in his study of the;ﬁ

}.

. . . v . B . N
: < ‘e I « . .
. » ‘ * * -
e, . A . "
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A
ef%ect of state fair-employment laws on the relative wages of nonwhite
workers, and was modiffed by Ashenfelter (1972) in his studx of

\
fhe effect of unionis? on nélative wages 42 The model was originally

estipated using 1959 cross—sectional data; a variable representing

1

fair-employment lawsbifssed during the sixties is mow added to the

model. Each of the yariables is measured in terms of its percentage

. . } . .
change from i959 to 1969, or from 1949 to 1959, except for the dunmy

and enforcement variables. The latter ate as previously definedtﬂﬁﬁh

except that théy are in linear rather than loéarithmic form and exclude

~

s -

enforcement data for fiscai‘year 1970.43 .

LY

The regression model is linear and takes the following form:

ZARHAGE = a + B ZARNUM + B

2ZARED + B ZARURBAN + BAAAURBAN + B SOUTH

3

s

5

4

+ B,FEPC58 + B_F + B.%
| 6FERCS B7FEPC£§S.8 + B8/,AU‘NION + By B,

1

. The variables:are defined'and theif'soorces stated’in'iabie 5,44

I . L : s
for each of the variables 1is assigned to each ‘state.

‘A, The Effect of Enforcement on Relative Wages in the Economv

7

A

Table 6 presents‘OLS estimates of regression equations ‘onh the

-

: percentage change in the ratio of nonwhite to whité&male- -wages in the

u.s. These}equations were: also estimated by TSLS with enforcement

-

-treated as endOgenous; the reason has been discussed previously (see
' \

oage 15 and note 34). There are no significant differences from

The equation in column 1 45 estimated without

~

:::Jthe diS estimates.45
a variable measuring the enforcement of Title VII; that in column 2,
with a variable measuring the-overall ‘incidence of cnforccmcnt, and
that in column ‘3, with variables measuring separately the incidence of

46

enfqrcement of the-empioyment and wage provisions.

L 'I'\__‘ .. 8i

A value

3.1y

CHG2 + B. CHG22 + u.

~




_—— — T - = = =

males divided by average weeks worked of nonwhite (white)
males. As Landes (1966) pointed out, the ratio of these
meadures is more correctly an &stimate of relative weekly
earnings. Data are from the 1960 and 1970 Censuses.

RINC The ratio of nonvhite to white male average annual income.
. < Data not available from the censuses are tfrom Landes
(1966, appendix A).
RNUM The ratio of nouwhite to white males in the civilian labor
force. .
RED ) The ratio of mean years of school completed of nonwhite to white

males over 15 years of age and not enrolled in schoo%, a proxy -
" .~ 7 for the ratio of marginal products. .

RURBAN The proportion of’no‘nwhite males in u}ban areas divided by
R the proportion of white males in urban areas. Males ‘fot.
in the civilian labor force are excluded.
URBAN Proportion of all males In urban areas. Males not in the
. eivilian labor force are excluded.
SOUTH . Same as in Table 1. ¢
FEPCS58 Dummy variable assigned a value of one for states with Fair

. Emffloyment Practices commissions established prisr to 1959 -,
+ and zero elsewhere. , -
FEPCASS Dummy variable assigned a value of one for states with Fair
Employment Practices commissions established in 1959 or

later and zero elsewhere. *

-

-

UNION Same as in Table 1 for 1970, The figure for 1960 wap
. approximated by a simple average of figures for 1953 and
1964. Data for 1953 axe from Troy (1957) and for 1964
- from the Directory of National and International Labor
Unions in the U,S. 1969. .

CHG2, EMCHG2, ' .

and WACHG2 Same as in Table 1 ‘excluding data for fiscal year 1970. °

o
* . TABLE 5
. List of Variables Uged in Wage Analysis
. »
Variable .
—_—
Name— . Definition
RWAGE: . The ratio of nonvhite to white male avqraéq wages. The
average wage of rfonwi}ite (vhite) males in each state is
- . estimated by average annual earnings of nonwhite (white)

.

_ ‘Note: Data are from the 1950, 1960,and 1970 Censuses unless otherwise noted.

sk b
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’

L . An increase in the overall‘incidence of enforcement caused i more
.than proporticnate reéuction in the percentage change in relative wages
between 1959 and 1969 (column 2). This effect is, however, insignificant.
Evaluated at the mean va&ue of CHGZ, and assuming that the estimated ‘ . éﬁ?

relationship is the true relationship, the effect of.9§§orcement accounts

\f"'

’(t.\e
for a 9 5 percent reduction in the percentage chan;e in relative wages

‘between 1959 and 1969 in the U. S‘ﬁ7 Enforcement of the employment ‘ )

pro@ision had a more than proportionate positive effect and enforcement

oa

of the wage provision had a linear negative effect on™the percentage
change in relative wages (column 3); the estimated coefficients are
- significant at the lO’percent and 1 pércent levels, respectively:

According to the F-statistic, they are jointly significant at the
S

5 percent level. The strength«pf the negative effect of the wage .

provision relative to the positive effect of the employment provision

accounts for the edtimated insignificant negative overall ef fect of

—
*

- . %
, enforéement.

N . -

As noted previously, differences observed in a single cross—section

. may have existed prior to enforcement. Hence, it would be désirable to
¥ ’ s

estimate the percentage change in relative wages between 1949 and 1959
and the ratio of the 1959-1969 change to the 1949-1959 change using the

enforcement variables from the original cross-section. However, the

’

data used to estimate wages are not available for 1949. Therefore, income

- 8 v .
must be used as a proxy for/éz;es.4 . .

s First, the estimated effect of enforcement on income and wages will

v

be compared for the period 1959-1969, when data on both are available.

Results of regression eqnations cn the percentage change in the tatio of ¢

A%

nonwhite to hhite male annual income from 1959 to-1969 for the U.S. are

presented in the first three columns o Table\?. (The equations are the

ENC - - B

2
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\ .

. same a; those on relative w;ges in Tabl.L6.) The regressions with the
enforcement\varigbles were estimated by TSLS; the coefficients differed
significantiy in & positive direction from coefficients estiﬁated by Y.
OLS (see page 27 and note 45). Income appears to be a relétively g;od
proxy for wages for use in the subsequent analysis: The estimated
enforcement effects are in the same direciion and haye ﬁhé same form as
those on relative wages. The only difference is thaf they are less

significant.49 ) : )

B. Comparison of Intercensal Changes in Relative Income

In this section, income data will be used to determine whether, prior

- .

to enforcement, there were systematic differences among the states that

were correlated with the variation in enforcement activities during

the 1959-1969 census decade. Table 7 presents ;ggrE§§ion equations for

—

the U.S. on'the percentége‘change ig‘reiafive income from 1949 .to 1959

(columns 4 through 6) Qgg/on'fﬂe ratio of the percentage change between
/’/ »

1959 and 19694t6’iﬂat between 1949 and 1959 (columns 7 through 9). The

¢

//gquéfiéns_of columns 4 through 7 were estimated with the OLS technique

and the others with the TSLS technique. The independent variables in
the ratjo equations are expressed as the ratio of percentage changes

exéept for the South and fair-employment dummies and for the enforcement

S L
.

variables, which enter as in all ¥revious equations. - -y
-1

Accérding £6 the estimates in coihmns‘S and 6, the overall incidencei’
of enfofzzﬁéneiagd en%orcement ok tﬁ; employment and wage provisions are '%1?
unreléte; to the pércentage change in relative ifncome in the pre—énforcepegg'.
decade, 1955—1959. Therefore, it may be concludéa that no systematic. B

differences existed during this period that were correlated with subsequent

complaint patterns. This evidence lends support to the interpretation

19

- 35
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A

of the goefficients on the enforcement variables from the 1959-1969

relative income-percentage change equations. Moreover, since it has
\

been established that relative income is a good proxy for reIativeqyages,
the evidence supports the interpretation of the relative wage estimates
as well. L

Finally, estimates of the effegts of enforcement from .equations on
the ratio of the 1959—}969 to. the 1949-1959 pércentage change in relative

income are shown in columns 8 and 9. The overéll incidence of enforcement .

+ ¢

has an insignificant effect ou the differential change in relaéive .

A

income between the decades. The effect of ,enforcement of theAemﬁioyment‘
provision is positive and more than proportionate, and the effect gf

enforcement of the wage provision is negative and linear; these results

2

show the same direction and form as those estimated using the 1959-1969

percentage change equations. Moreover, although insignificant at
- .
conventional test levels,-the magnitudes of the coefficients on the

employment and wage provision variables from this formulation are

quite close to those from the 1959-1969 percentage change equation.

-

Despite their :elative iusignificance, the similarity of the estimates

between the two forms suggests that the effect of énforcement has been

N

correctly estimated. Moreover, in the previous section it was shown that

enforcement” had a weaker effect on income than on wageg. Hence, it is

not unlikely that the estimated coefficients would have been éignificgnt

R

had data on relative wages been available for the, analysis . .

4

In this section, the cffects of the enforcement of Title VII on

&

the percentage changg in relative wages between }959‘and 1949 ,were

estimated. It was found that (1) the overall effect of enforcement is
.
‘ « »

negative but insignificant, (2) the effect of enforcememt of the employ--

g .




. o ' L
’ : , 36 - (

-

ment provision is positive, more thaz proportionate, and significhntyﬁand

o« )
and significant. Moreover, it was, established that these enforcement Lt

variables were unrelated to the percentage change in relativé :Lheome in

the pre—enforcement-decade 1949—1959, using relative income as a proxy

for relative wages. Fihally, the effects of enforcement on the ratio
of the 1959J1969 percentage change to the 1949~1959 percentage change in

relative income here estiméted. “While the overall effect was insignificant, -

the effecﬁs of enforcement, of the employment and wage pr&%isions Were

the same as C\hose stated above, These results are taken as evidepce

.

- that,the enforcement effects on relative wages in the 1959-1969
L3 ’.'.‘ \/—f
y /
percentage change equations have been correctly estimated. The in-
/

significance of the ratio estimates by conventional’ test standards is

s

unimportant in this regard’ since enforcement was found to have had a

>

more‘significant effect on wages than on income in the original 1259-1969

& ., cross—section.
m&g‘:_’

' (3) the effect of enforcement of the wage provision is negative;, linear,
<

e ) IV, Summary and Conclusions
a

-
P - N .

~

This study has investigated whether andafo what extent enforcement

of Title VII of the Civil Rights Act : 1964 helped to aghieve the 'f

social goal’ of eliminating for reducing) emplo discriminatiop*J To

that end, a model was developed and tested that measures She effects of

e

enforcement on the minority economic position in\ill firms under the law's: /

Jjurisdiction: the direct effects in responden& firms and the demonstration V

effects in all including nonrespondent, covered firms. The demqnstration

13 +

7 f‘ effect was hypothesized to be a function of the incidence of the law ]

a Y

enforcement.




-

-

The evidence suggests that in the aggregate, from its inception

. though fiscal year 1970, enforcement of Title VII at best left the
economic position of black males unchanged and at worst\gézsed it €%
deteriorate. The explanation appears to be simply that enforcement of
the employment and wage pravisions of the law had opposing effects on
relative black employmentfand‘;aées. Wﬁile enforcement of the employ-
ment provision increased relative employment in covered firms and
relative employment and wages in the economy, enforcemenn of the wage
provision had precisely the opposite effects. Within the theoretical
framework, these results sugéest that the foliowing occurred. The
increase in demand for black relative to-white males in covered firms
that remained in business at the same-location worked its way through
the economy, resulting in ovexrall increaseg in relative employment add
.wages. Hence, any secondary reductions in tﬁe relative demand for
‘blacks resulting from the locational mobility of firms were weak compared
with the primary effect. On the other hand, while enforcement of the

Y

wage provision probably resulted in increased wages for some blacks
k3

¥

in‘co;ered firms (this could not be tested with available data), it

also creeted an excess supply of blacks, thus depressing their relative
‘wage in'other sectors of the economy. ‘MoreoVer, the iatter effect appears
1to have dominated the former, aithomgh\the net negative impact was, in ’

general: statistically insignificant. In addition, the magnitude of tne

r

observed enforcement effeects on relative employment and wages was found

>
-

to vary directly with the incidence of enforcement across states.
' -
\,3 It is concluded from these findings that the economics of enforce-

ment of Title VII of the Civil Rights. Act of 1964 has been inconsistent




with the,social policy goal. While the reéults are broadly consistent

with those of past Title VII studies, that is, that enforcement overall

had little effeqt, they demonstrate the necessity of a more detailed

»

causal analysis. It has been shown that the law's overail enforcement

effect can be decomposed into two geparate and opposing effects. An

4

advantage of this decomposition for policy analysis is that it suggests M

o~

modifications to the enforcement procedure that would move it closer to

the goal of reducing employment discrimination. Two possible directions

~~

for enforcement are (1) concentrating limited resources on enﬁorcement

- -

of the employment provision and (2) accompanying enforcement of the

wage provision by strict and extensive controls on minority employnent;
4 <
While the first alternative relies solely on the economics of enforcement

to ‘bring about the desired results, the second requires additional

enforcement powers to accomplish the law 8 goal. The power to issue

cease and desist orders would enable the EEOC to limit the enforcement
effects that work against this goal.
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APPENDIX A .

. , T I
It will be shown in this appendix thatx(i)'dB/dk >‘b, (1D dWw/dk < 0, and

-

(111) d(W + B)/dk < 0, where k is a government-enforced employment ratio of blacks, ‘

B, to whites, W, and the firm's utility is assumed to be a function of profits,

1, and the number of blacks employéd:50 ' .
u = u(m, B) . . $

2 < 0, Uy <0, and u,, <0

>0, u 22 . . g )

wiph uy ‘ ,

* . *
(1) Let k B = W and hote that k = 1/k .

Then u can be rewritten as

u = u{Pof[B(l +”k*)] - B(wwk* + wB), B} ),

l

where P0 ig the price of output, f is the production function with £' > 0 and

f* < .0, and w, and w_ are the wages of whites and blacks respectively. Assuming
3 W B

. ) X . *
that u is a.concave function' and maximizing u with respect to B and k yields

LS

-a—g ) * < o - '
Then P £' = Wk g Yy ,

* *
= 1 ] - = «
du = ul[Pof 1+k) (wwk + wB)} +u, = 0. (A1)

) *
and if k ts voluntarily selected, 2

. ) . ’ ‘
%@%”-w=m : ROV R

| B
then Pof Wi .

\
set P = L. -

Totally &ifferentiatipg equation (Al), we obtain : . p

* -k S
Tm . . b
Yy dk wy tw dk u21[f B wa]dk. oL

- -

'tk I
UL+ k)dB+Bdk ] = —"— KB

. !
o 1 +xH @+ K92

+ k*
ul(l ) '

* ) *
' -
.\ Uy dk . u2u11If B wa]dk ‘ .

3 ’ * : ",
¢ : u, (1+ K2 ulz‘(l +k) T

Q .

RIC - 4s



5 40',' |
. - 1 -
N 22&3 uzl[f (¥ “‘\L (wwk +w )]dB
. (1+ k)
= | '+i [f (1+k)~(wwk +w)]dB+u2u2dB .
: - (1+k) S
o Now, if U, = 0, (

" [f(1+k)~(w +w)]
gl iy s — 22 U2 Skl
u, @+ k) (l+k) oL

* L
. - y Vi . wwk + L u, 2 ll(f B -~ wHBqI
o < dk |-f"B + i 7 * -
g 1+k 1+k)" ul(l-}-k) ) (1+k) J
e ' ' hA ‘ - ' :
.A' ~. ‘, . ~ o - . }:22\. . ‘
‘_A‘-f‘te'r 8implifying with the aid of (Al) and (A?.S, ve obtain
I IR UL i M -
. dx*‘ A us L u 2u T ) ’
AA: - . : " ',-}. . % W —— . w. N .
‘ . ' ‘ . :fux (‘1'—._*_ k )+ < . .22 .,'* “+ 11 ,.
-‘ - R 8 Lo {1:(1 + ic) ul (1 + k)
SJ.nce the expression in brackets s positiV&, R % . ,
‘ - :’} T Bk \( .. : . ‘ Yo = e .
RPN —d—;< 0 nd-—-> 0 ; SR £ s

i dk ) ., . dk‘__ .'-) L '.» ".-.,»_‘ .o s . -

‘ :'i :' N, . ) 0.‘ - -. . .,: '." [ A‘\ N K } . R ‘ : - ®
oL e N S Yk . - . o .
L @) 9-W-‘=B+k;d—3- iy o N _
» . £ a dk "-.‘ dk Co . ‘B ,dk ! \ v . ) “o .
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5. APPEND]ZX B, ,

f i . 0.t
- « Ot "'n-m
‘ . o - ee . S

’ ,"Q:— « ,'In othis appendix, tihe complete equatipn on the ch nge in total rela-

-

tive black malé emp‘ltzyment inko\l,ered firms Bep‘aeen 3_q 6 and -1970 is

X
' -
VLN .,.Af t.

pr‘ésented v:zipth disc:ussion of the important indepénden vériables other
X than the mfo’rqement of Title VLI ) ‘.:3&-'- . q'i 7 c- s

s s ‘ e T te. &
3 The equatio is ag follows.. ‘_C R ; &

4 .
© .
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. 692 - m‘ BN+ zisemgr, + 129155 + 089CPPB¢'+ RET-CY S
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fand (3) t:he supply variables and, South dumm umy . ¢ ~ &t A e
N e ':"'f.&' h '\\ ‘ ;.
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Q). As stated inr the text above, the éed’eral con‘t:ract cbmplianee (P'F(‘)

te v S . -

_and state fair-—emplo ent law (FEP064) ﬂzaria'q'les afe expécted to‘ be ppsi-—- ,{J .

Iy

.vu

l), both variabl have positive coefficients, the coefficient oh PFC is .

IRy o
. f 2 LS
!' - ~

ucoefficient o PFC is posa.tive for a1l occupatians and is sripnif‘icant at e
‘~ N f \v P

the 54 perce t leVel for the technical and sales occ{xpations. Wh:tle the v
DS 4+

;- ~ + . r_’/ I

cant on is for the laborer occupation. Tbe sKort—run a&{justment elaatic:l tv
tive employmnt with r«e9pect to thé propottion oi:‘ em’plovment in Hrms

& I ;,A \ A o I '« P .,\ W

a i
d, > -

.91 for the sa;les oecupat'ions,\mtth a modal value gf 25 A

,nt opportunity legislation, (2) /eﬁe .‘Lagged value of the' dependent var;iab]e, '

tively related to changes in relative black emﬁlovment.., As seen 1n eqdation b

5 R

' with federal contracts ranpes betﬁeen 04 fox off cialrs and nianagers and ' f~

(N
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\

(O 2370 I ¢ N 00) * (1 .88) F (0 45) . . :
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/ The discussion encompasses the effects of (1) other equal empldv-— X c.
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" (2) The coefficient on the lagged valug,of the dependent variable

(RBE66) is equal to (l-A) qhere A is the, adjustment coefficient of rela-

tive employment to its target level. -While these coeffictents are

'

significantly different from one for all occupational equations, they

-

differ in magnitude. The modal adjustment coefficient is approximately
equal to .2; they range from a low of l ‘for operatives to a high of .8
o * for sales. The rate of adjustment 1igs ?enerally lower for the blue-

collar than for the whitedcollar'occupations. ‘ o

w

~(3) Aside from those discussedvabove, the most‘important independent

~

c_variables in the. equations are the supply variables. Excluding RBE66,

PPB is generally the most significant - -independent variable and is con-

;o : sistently positive Ceteris paribus, the greater the proportion of the

T, pop&lation in a state that is black, the greater the change in relative .

‘\e

< " .employment.; The adjustment elasticity of relativg employment with respect

- . to-PPB ranges between .18 for the operative occupation and .60. for the '

'3uprofessional occupation, the modal values are .2 and 3 The gross

) - '; migration 'rate (GMR) 13 positive and significant for officials and man-

o
» L c
. -

agers, craftsmen, and total relative employment The coefficient on the
(’ff:“ TQ 'f’relative educational leve of black males (RED), which entered the equations
for the whitercollar occu ations only, 1s very high -and significanb for the

. professional and sales occupations, the adjustment elasticities are 2 4 and
e L !
; ‘ 3,’ 2. 6 respectfvely. These results indicate that an available pool of black

* Conemr -

x x;labor led to greater changes in their relative employment.

i » >

o Of substantial interest is the consistently positive (except for the
- . professional occupation) coefficient on the South dummy The coefficients
aré’ significant for the craﬁtsmen and operative Occupations and for total

. relative employment. They'range between +03 for officials’ and\managers and
e . : , _ - ‘ -

S

-~




.37 for craftsmen. (The coefficient for the professional occupation,

equals -.4 and is significant at fhe»lO percent level,) Stated.simply,
blacks ma&e greatexr émployment gains in covered firms in the South'thén
outside khe South betwgen 1966 and 1970 in all catégories of employment

except profé;sional.




1. The commissfiofh, which wds established by Title VII, has the power to

‘receive and/investigate charges of discrimination filed by aggrieved

individua

or by a member of the commission who has reasonable cause

to believe |that discrimination has occurred. It may also conduct

technical #tudies and provide technical assistance designed to further

. compliancZ with the law. It must,suﬁmit an‘angdél repart to Cqngress

President.

and tO/t7
2. The/analysis in this paper focuses on blacks, and‘moze specifically
n black males, because the majority of complaints filed underlTitle

3 < |
VII tfhrough fiscal year 1970 were filed for discrimination on the -

bagis of Negro race and the majority of these were filed by black

les. Charges filed for discrimination on the basis of sex formed

a constant 20 percent of complainté during this period. .

The uncovered sector consists of those employed in firms with fewer

// " than 25’e$ployeeé, thpsé e‘plbyed in firms not‘in an "in&ustry affect-
/- ing commerce;"’the self:emﬁloyed, those employed by religious institu-

/// tioni or by/the federal, étate, or’local governmenfs, and - the unempl&yéd.

In 1968, about 25 percént of all employees in SocialsSecurity reporting

//// units worked in units with fewer than 20 employees. (In 1972, the law

' »

was amended to briﬁg within the covered sector those eﬁpioyed in firms
/ with 15 ;0:24 emﬁloyees and in government.) The uncovered sectd}, along
;// with covered firms that c ﬁiinue to violate the iaw, determines the
- elaspicity of supply of black labor to firms in the covered sector that
. choose cémp%}ance and, tﬁérefore, thé'ﬁagnitude of relative eﬁployment
and wage changes that result from engorcement.
4. Laws like Tifle VII affect the behavior of firms through economic incen;

) . ) . S S ‘
?; tives; firms violating the law's provisions are subject to lengthy and ~
o ) -

4

<

C




detaile? investigatians. They may also face costly court battles,

which may ‘result in court-ordered adjustmen&s in hiring and personnel

practices, back-~pay settlements, attorney's fees, court costs, and

1

adverse publicdity.
5.  Although this classification is not exhaustive, it is useful for

cuf;ent purposes. Other practices covered by the law, which are not

i

clagssified under eithew of thedle provisions, include discrimination

-

- , -

o

.advertising,“benefits, and intimidation and reprisals. A

\‘ *

6. The development here is based upon the analysig of feéiherbeddﬁng; for

13

-~

- % a good ireatment see Simler (1965),. . ;j/

¢ 7. Court decisions under Title VII have stressed the importance of such

statistical proefs in cases Wwhere unlawful exclusion has been charged.

(ﬁEOC, Fifth Annual Réport, p. 20.) Although the discussion that

follows is based upon a fixed-propprtion worﬁkrule, for practical

-

purposes the rule may be considered to have an acceptable range of

variation around it that would constitute compliance.

BN!Athgsgmplications of the analysis are similar under the assumption that

blacks are imperfect substitutes in production for whites (see Beller,

¥,

1974, pp. 33-34.)

~4
k7

= s

9. In the case of employer discrimination agaid&{ blacks, emplovers with
’ > 4 o
the lowest tastes for discrimination hire all hlacks while those with

Nt
the highest tastes hire afl whites. Those employers that are juat
- » £
i indifferent between blacks and whites at the current wage xatio are

integrated. In the case of fellow employee diacriminationa blacks and

wvhites are not hired in the same job becagse whites would have to he

. ]

. f‘ compensated for working with blacks. Integration-occurs where whites'

in terms and conditions, job classification, qualification and testing,. .

Ed



10.

-11.

12.

—13.

49 .

-

distaste for working with blacks is just compensated by the current

-~

market wage differential. (Sei/Becker, 1971, pp. 39-58.)

1f relative gross wages are equal»iﬁ_both occupatiens, thett for a firm

-

to hire all blatks in L. and all whites in L must be greater than d

2" 928
a higher-skilled occupation, .

1
1f Ll {s a ;ow—skillea occupation and L

1B’

2
this condition implies that“firms have greater tastes for diéctimination
againat higher-skilled ihan against/lower—skilled blacks.

of coursé, the totgl em;loyment of blacks and whites at N in panel III
must be consistent with that obtained from panels I and II:

It is unlikely that firms will move solely in response to enforcement.

This will be onerééctér in the decision to move and will directly affect

! ,

the choice of a new location. Of course, the preceding argumént is only

valid in the long run. In his large study of black employment in the

South, Ray Marshall discovered that firms moving into the South moved

1) ye

into counties with relatively small black populations. When queried

-

about the reasons for this choice of location, firms cited, among other
. [ -

reasons, the fear of enforced quotas of black employment. ‘Given the
relative immobility of the black population due to discrimination in
housing and to poor public traﬁsportatian, large movements of firms

could significantly worsen employment opportunites for blacks. This

" problem deserves further study.

b
On the average, firms may be expected to move into an area with a black-

~

to-white labor force ratio to which they are just indifferent at the
current wage ratio. This would be approximated by the in pre-enforce-

ment black-to-white employmeﬁt ratio. In such a case, -relative employ-

-

ment and wages in the covered sector Wwould remain the same or increase,

but would not fall, ‘ ,

ol

’
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2

14;9//§Qr'§ tregpﬁént of the case of imperfect substitutgs\gee Beller (1974,

pp. 41-43),

-

15. If the firms affected by enforcement are only a smal

much . Since industry-wide enforcement was not a common phactice rior,
to 1970, this was probably true of the period under éonaideratiojiin
this study. ™

16. The relative wage in the uncovered seétol\vill fall if the ratio of &;acks

iio -

red gector or a

demand (n) for

to whites moving into employment in that Séhtpr is greater than the r

of blacks to whites already employed there.

i

17. Whether there is a net outflow of black from the u;\ ve

7

net inflow into the sector depends upon t ’plasticity-o

¥

‘ = blacks and the turnover rate (§) in the covéred sector.
| likely for the U.S., then there will be a net inflowto the uncovered
sector.' This: analysis 1s simtlar to the analysis by Jacob Mincer of the
effects of 1ncreasing the minimum wage (Mincer 1974). -

18.  Since EEOC investigations cover d&11 aspects of the firm's minoriti

N -

employment pr;ctices, there is an incentive for the firm to gake suffi-~
cient adjustments in its bractices to avoid discrimination charges.
19. fThe actuai costs depend upon the seriousness with‘ﬁﬁich the enforcement
o agency prosecutes the violators and the hanre of.thé gi?m's violations.
_/—;’K,It.is assume?wthat the fi;st component of éctual costs 1is constant ﬁﬁkoss
firms during any giveP time period and that the firm is aware of the

)

costs associated with each level and type.,of violation. 4
-20.  As used here, proximity is defined by-an information network, which may
be dé}ermingd by, for example, nearness of location, common output,

common labor market, or anv factor’that determines the locus of the.

. ‘\ . ' %isseminaton of information about EEOC enforcemént attivities,

ERIC .52
JAFuiext provided by ERIC . .




21.

22,

* of apprehension. Their response depends upon their risk preferences.

The monetary value of discrimina

is a measure of the amount of

income a firm is willing to give up in order to indulge its desire to
discriminate. For a detailed dis&ussion, ;ee Becker-(l97l; pp. 39-54), ¥ !
The choice between various types of compliance and violation depends |

in part on whether a fifﬁ prefers a larger uncertain ingome or a lower

income with certainty. For a 9iscussion of fisk pref;rence ag it re- .
lates’ to the firm's de¢ision to wiolate or comg}y with aﬂ antidiscri-

mingtion law, see Landes (1967). It is possible that some firms respond

{
more to an increase in penalties than to an increase in the probability

For a discussion of this point, gee Landes (1966, p.19). In the current
s;ydy,'it‘is aséumed that the penalties for each type of'violatiog rox
ar;ukhow? constants across firmg. _(The penaltles associated with the

violatioA of Title VII were probably increased by the 1972 amendments A
to the la&; a future study might éest the résponse of firms fgﬁqhat

increase. )" ]

This analysis depends upon the assumption that the direct effect of

enforcemént, the change in relative employment or wages in respondent

firms in the absence of knowledgg of other enfogcemgnt activity, is not'

itself a function of the incidence of enforcement. Ig EEOC enforcement
agti&ities were ordered by a sixe ranking of- firms, then the size of

the direct effect could depend -upon the incidence of enforcement. The ° 1

procedure followed by the EEOC has been to pursue discrimination charges

in the order in which they are received.

L 4

Since most charges are filed
by;gnly a few individuals and filing a charge 1s a relatively costless -
procedure, there is no reason to expect that, for example, large firps

are charged firéf, and therefore, that the size of the direct effect is .

related to the incidence of enforcement.

00

h 2
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For the period under study, which ends with 1970, the geographical
5 .
is quite reasonable for the‘folloding reasons:

-~

T () ] enforcepefit activites g$ the EEOC have been carried out by.
region througﬁ a set of regional gfficgs and (2) it was only in 1972
that the EEOC ingtituted an industry-wide system of investigatioys.

Prior to that date, there was no feedback from the local to the national

N ' . i \,\\ < N
level of information on the terms of agreements made With: the EROC.

~

’ Ideally, one would want to determine the exact.locus of the demon- .’

N,

strgtion effects by analyzing firms groupe& b? other (smallgr) geo~- p
graphical units. Due to the cunfidentiéiity requirements on the data
used, however4 the smallest geographical unit that can bé stud;ed is

" the state. -
?be origi?hl sourceg‘for these data are the EEO-1 employ%r reports
collected annually by the %FOC from all firms‘with 100 employées

. ~ _ _ -
more and from all firms with government contracts. These reports

. /\ .
contain information. ofi employment by race and sex for each of the nine

broad census occupational categori&s. Unfortunately, they contain no in-
formation on wages. The entire matched sample contains 40,445 firms from
.ail industriés.‘ The matching process, the problems involved, and the

potential biases in su¢h a sampling procedure are discussed in Aghenfelter
and Heckman (1974, pp. 14-26). They conclude from their statistical @ =

3

anal&ées of the probability of a successful match that "inferences

>

~ dré&bwfrom our matched sarmple may not be too different from inferences

d

f

that would have been drawn from the whole population of EEO-1 reports."

The benefit of a matched sémple for the statistical analysis of changes

~is that characteristics of the firms that do not change between the two

4

years are automatically held constant. Moreover, this sample has the’

~
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25.

';oééupgtional'distribution’of Black males relative to white males,

26.

27.

‘——lﬁ/ix is not poééiblé to do so due to the recording-methods used by‘fhe EEOC,
" h ' - . " M -/‘ *

*

added benefit for purposes of this study of allowing the only ‘possible.
7 ‘ : ) ) ' : /;/,
‘direct test of the theoretical model. :

. / ) .

measure of the

e

P

Est%mates of the ‘effects of eqforcéhent on a broad

pfesensed‘in Beller (1974), were found to-be ipgignificant:and are

.

not presented here.,Likewisq, ﬁo evidence was found that' federal con-

tract compliance_or state fair-employment laws improved the relatiwe -

»f

occupational .distribution of black males (sée‘Ashenfelter‘gnd Heckman,

1974, and Landes, 1?68)g The bdmbine& rasults of these studies suggest
that, in.general, equal employment opportunity legislation does not 3

~

_affect the gross measure of the relative occdpgtiéﬁal~status of black

-

males. .

A similar model is used by Ashenfelter and Heckman (1974) 1in estimating

*

the effects of federal contract tompliance on changes in total relative

black employment.

Assuming that firms seek o avoid the investigation that‘fdllowg the .

*
‘

filing of a charge, the nuﬁber of charges recommended for inveétigatiqn

is an alternative measure . of C. This variable is highly correlated'with
—/.n .

. &, Py . »

the number of charges filed, and fmpirigal results using this definition

o«

do nog differ significantly from tﬁose presefited belpw. While it might *

have been. desirable to congider the outcomes of investigated charges as

- o ‘ I4

independent variables (in additien to charges whicﬁ‘are inventigated),

N - .

X in tﬁgir case files. Héwever,'this is not considered'a serious drawback,

[ 4

[

since once an investigation'béginslihe firmiinCurs coét%:' Moreover, ) ) ¢

this model is based upen the agsumption that enforceméﬁﬁ‘visibiiity alone”

is an impdrtant determinant of whether or not the firm takes steps towards

. 7 -

| oo
N 1[){)( ) A S

14

compliance,

P}

-




29.

30.

-y

.
N
®

Title VII-—~during fiscal

+
"
p

Detailed data on.charges filed, by basis, sex, and issue, are ava{;-
ablé‘frqm the Division of Systems and Contﬁol of the EEOC. (D;ta on
the aggregate numbers of charges filed by state are availabie from the '
publiéhéd EFOC Annual Reéorts.) The data used dn this study are charges
filed-~by males and femaies from four of the minority groups covered by
years 1968-1970. These minorities include

two racial minorities{ Fegro and‘American Indian, and two qigorities on ,
the basis of national o;fkin,mgé;;iéﬁ American and Mexican Ameticaq.
(The other minority groups covered b& this law, for whom data are not .

used, are re{igious minoriﬁies and Orientals.) Tpe largest proportibn

of all charges filed by members of these grgups, 62.4 percent, were filed

by Negro men. -The employment analysis in this Study 1s for black males

only; however, the provision of the law that allows the EEOC to investi-
gate all minority emplgyment practices in a firm once it has been charged
with discrimination suggests that charges filed by members of any of these

minority groups potentially affect the relative employment of black

. males,

The law covers empiéyees in firms‘Qith 25 or more employees. Ihi; measure
J1s approximated by the number of employeé; in Social Seqd}ity reporting
units ‘with 20 or more employees. Oﬁ k2

An ideal measure of the incidence of enf ent, thch would take account
of the location of disc;imiﬁation charges and of the‘black population in

a state, 1is unavailable; hence, the ipci&ence measurg used .here is im~ . -
perfect. Eméirical results using fﬁe nuﬁbgr 9f discrimination charges -

as the measure of enforcement ére presented in the agthor's dissertation
(Beller, 1974). These proxies, which yiéld‘similar estimates, foFm the

two extremes for the true measure of the incidence of enforcement. '

. Ovu
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32

33.
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-
"l

This variable controls as Qell as possiblé for differences across states

. . '/
in the current incidence of discrimination.” For the matched sample of

covered firms, the level of relative black employmsnt in 1966 is expected

to refle;.:t 1any changes in the incidence of discrimination that followed

the passage of Title VII in July of 1964. On the other hand, for the

economy as a whole, fge level of relativé black employment in 1960 would

not reflect such changes. To the extent that changes occurred and re®fted,

—

in systematic wvariation across states in the incidence of discrimination.

b} -

and to thé extent that the ini%ial &ééel of relative employment along witﬂ
the tragitional demographic factors do not control.zor that variation, the
relative variation in C/N will not ap?roximate the relative variatjon in
C/P. If the incidence of discrimination were negatively reiated t¢ the

chahge in relative black employment across states, the estimated coeffi-

cients on the enfortement variables would be negatively biased. This

" factor is expected to have relatively little effect on the estimates for

~

*
" the covered sector. T e

3
S

A detailed description of fhe data sources is found in Beller (1974,

appendix A.) c

-Clearly, other approximations of the,underlying relationship would be

reasonable. All regressions were also run using a linear functional ‘form.
.3

Tests pérformed on the transformed residual sums of squares were consis-

tent with the assumption that the underlying relationship was more closely
apProximated«;yHEhe log~1in;ar specificationh(see Box an& Cox, 1964?.
Hence,‘%he logwlinear gquations are p}esented:in.this paper; the lineaf
eguag#ons, which yield simila; estimates of the "enforcement effecgts, can
be found in Beller (1974, appendix B). The regressions are weighted by
the square root'of total employment in 1970 in the covered sector in each

state to correct for heteroscedastic¢ residualsg.

5‘7.-: ’




34,

35.

37.

39.

736 .
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A priari, it 16 uncledr in which directici the similtanedty might

."opetate: Th?:demand.for enforcement might be greater where relative

\
" changes are larger and expectations are rising or where they are

ismaller. For. ,the relative employment equations, the first stage of the
shmultaneous equations model postulates the incidence.of enforcement as
a ftnctiOn of the ¢hange in relat ive black employment, the presence of
a re%ional office of the EEOC in a state, andathe exogenous variables‘ , ;"
in the model. . ’ )
The dggrees of freedon.vary by occupation‘oecause,sgme states had no ,
black males employed in some occupations in either l96§‘of.l9702 The s
equations were also estimated excluding all gtates in which'relative N
black employment was less than 1 percent in either 1966 or 1970, The states
excluded were Maine, New Hampshire, Vermont, North Dakota, South Dakota,
Montdna, Idaho, Wyoming, and Utah. The results were uirtually,identical
' to those obtained with these states included.
- This selectivity has been used to highlight the exact nature of the’
relationships that emerged for each occupation and to keep the tables

uncoinplicated. The author has estimates of all specifications for all

occupations.

-

Note tgat theJentire relationship falls in the negative quadrant because
the variables arg measuxed as the logarithm of a fraction. Hence, positive
coefficients on both the linear and quadratic terms imply a U~shaped
parabola. |
These confidence intervals or belts were calculated using the predfction

. . \
variance, which was very large (see Johnston, 1963, pp. 131-132). /

_The separate effects of enforcement of the provisions on the relative

'employment of professionals and sales, though jointly significant, cannot
¢
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. .o be distinguilahe 'due to‘multicollinearity. Agossible interpretation , \ :_

* ’b /

of the significant cOafticients on thé enforcement variables {5 that ‘ o

e
>, ' v [

larger‘.,changes in relative. black employment a‘re indicative of an active

1 2 “«‘-\i

M VR
and awafe blac‘k population that demanded mor;e vidorous enfo‘rcement once
:. - < " :’. q.- N AT u,,\ W B N
Ehe\ law was passed The existence of suc’n an effect would become appar- .
T 5-‘ . -’, Jah N - T

en._ in equations on changes in ré]:ative employment during a per;l.od prior ot
to passage of the’ law, estimated 'with the original enforCement measmre.s o

- N
S .

‘ " among the “independent variables. ’Irfsi?rr:[ii%coefficients on these .

AN 0
.

variables would indicate the abSence of systematic differenées in the . a

. : .
- - « 1( . AL id - s AT

dependent variable among the states thatwere correlated Wthh suhqquent

variation in enforcement act&kies. While there are rio data‘from an L

eaflier period for the covered sector; the analy‘ais of relative blacl’
r‘emp‘loyment in the economy uses census data, whiph is ava:{:lable for earlier
" years. hence,f 1t'is possible to estimate the relationship ’b*ween the ' .
‘enfo’rcement Variables. and the change in relatiye black ,employment* in t‘he' " )
eco'nomy between 1950 and l960,, prior to enforcement, win. the same manner‘ o

as we estimate the change bet.Ween 1960 and 1970, when enforcement occurred.

-4

-

The enforcemen't efﬁect will also be estimated directlyt from an eﬁuation

- on_ the ratio qf the 1960—1970 to the 1950-1960 change in relative employ— t

. \

ment,' The coefficients on the enforcement variables from these equations i/\‘
‘yield . estimates of how enforcement caused the -change . in relative employ-

t

ment in the enforcement decade to differ from the change in ‘the pre-enforce-
nent decade. . . B
Coeffidients on the en‘forcement var’iab].es from TSLS estimates did not

differ sygnific ntli' fram the OLS estimates (see page 15 and note 34).

TSLS: estimation ndt only removes simuitaneous equation bias but also tends

to eliminate .measurement error in the endogenous variables by the use of

_instruments in the first stage. As discussed above, it was suspected
‘ '
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- economy s a, whole because of fhe~

417

" relatiye wages in 1969-but would affect relative‘employment in 1970, As

ca

, » ,& s .
- - Ry
~— by

LN

\cA

. Lo N Cn
. The analysis of nonw ite, rather than black, male wages is necessitated d
- -‘ < L4

=

by'the categories f theil§66 Census from which the data are'taken ‘In

~ < . A

1960 more tha?/ 0 percent of nonwhites in the United States were black

~ Since the modei is discussed 1in detail in Landss (1968 gp. 513—515) the
discussion Will not be repeated here, See also Beller (1974, pp. 162~166).

Fﬂforcesent during' the 1atter half of fiscal year, 1970 WOuII not affect

»
.

‘a iesuit, the enforcement variableg used in the wage analysis are not -

-y

strictly comparable to those used to analyze employment,
The sources of the 1960-1970 data are discussed in detail in Beller (i974,
appendix Af;’those of the l9§?41950 and'l959—1960 data, in Landés (1966)
\3233ﬂéix A). ‘

While the’ TSLS estimates do not- differ significantly from the OLS esti~ ‘
mates, a noticeable increase in the significance of positive coefficients
relative to that of negative cbefﬁicients on the enforcement variables.is
-observed. Since the specification of the wage equations does pot include
aﬁbng e iﬂdependent'sariables tbe initial relative econemic position of :
blacks, whith, it sas been argued, reflects variations across states in the
current incidence of discrimination, the relative increase in the sigﬁif—

icancé of positive coefficients probably arises from the elimination of mea-

surement error in the enforcement variables (see note 40), The equation used

* . ytr————
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in‘ﬁhe first stage of the simultaneous equations model postulates the

incidence of enforcement as a function of the chaﬁge in relative wages,

the presence of a regional office of the EEOC in a state, the demographic
characteristics of the black population used in the relative employment

equations, and the exogenous variables in the model.

R
v

presented in the tables #n this section are chosen in the same manner

N - . ’
as those In the previous section. .The basfs of that*choicg ig described
. .

’

in the previous section (see page 16 and mote 36). For the oVera}l

incidence of enforcement, the more significant of the linear or queadratic

\

The specifications of the employment and wage enforcement variables ,
|
specificafions is' presented. - :

The mean percentage change in relative wages from 1959 to 1969 was 7.62

o

ﬁercent. This value was 0.8 percentage points lower than it would have
been 1if the‘incidence of enforcement had been equal to zero. A 95 per- S

cent confldence interval around this value ranged between a reduction

»

of 2. 1 percentage points and aﬂJincrease of .5 percentage pvints.

While the census does not have data on nonwhite income for some states

' 3
in 1949, Landes (1968)' has constructed estimates of it for those states.

He shows that the correlation coefficient between relative income and | //,
v < .
relative wages in 1959:‘when data on both were available, is .93. From
. J .
- this- he comtludes -that an-analysis .of income in 1959 (and probably/;9 )}

would not produf:/jpbstantially different results from an analysis o

wages." He poinfs out, however, that "significant disparities could

result wiih respect to the impact of any one independent variable... .on

wages and income" (1968, p. 532, n. 28).

!

‘ - /
The effect of enforcement on relative annual income would be weaker than
that on relative weekly wages if enforcement affected relative weeksyworked

~ annual earqinés in opposite directions. TSLS estimates 02 ths/é;rcentage
P A
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parentheses. Hence, enforcement of theﬁwagé and eméioyment provisions

-

" the ratio of blacks to whites employed.

.
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change in relative weeks Qorked from regression qugtioné’bf the fbrm

used throughout this section yfelded estimates as follows: =—.348 x 106

EMCH622 (1.82) and .410 x lO3 WACHG (2.03). Thb~t~statistics are in

L

had significant effects on relative weeks worked, effects that were;in
the opposite direction from their effects on reiative wages. This factor
accounts for the ;elatively weaker effect of enforc:ment on annual 4n-
come than on weekiy wages. Tﬁé effect of enforcement on [relative weeks ‘
worked may be explained as’ follows., Edforceﬁent of the emplbyﬁent

provision increases relative nonwhite employment and wages. - Nonwhite

.

}
employmeﬁt will increase by entry into the labor force of nonwhites who

’

possibly'have weaker labor forcé*attachments than those already ih. If
they work fewer weeks, on the average, that/Phose nonwhites already in

the labor force, average weeks worked will be redueed. Enforcemeng of
‘the wage provision reduces relative nonwﬁite employﬁent and wage;. it is
probable that those nonwhites with the weakest ldbor force éttachmdﬁEE\\\J
'drop out oﬁ the ldbor force en£irély. ;f they have worked fewer weeks per

year than gpése remaining in the labor force, average weeks worked will

¥
iy « -
Y

S ° \ v
increase. S

In aﬂ élternative case, utility is specified as*a function of profits and

- - . P -

1):? case cannot be handled by
the standard mathematical techniques becausd it is known that the indif-

-

- i
ference curves are not convex. Therefore, the first-order conditions do -

not guarantee a maximum (See Arrow, 1973).

v
i
{
.
i
:
f
!
i
. |
N . ]
. !"
) |
. i



61

REFERENCES

£

Adams, Arvil V. "Toward Fair Employment and the EEOC: A Study of Compliance
Procdedures Under Title VII of the Civil Rights Act of 1964." Resedrch
report for the U.S. Equal Employment Opportunity Commission. Washing-
ton, D.C.: Government ‘Printing Office, 1973.

Ashenfelter, ‘Orley. "Racial Discrimination and Trade Unionism." Journal of
Political Economy 80 (May/June 1972): &35-464.

Ashenfelter, Orley, and Heckman, James. '"Measuring the Effect of an Antidiscrimi-
~nation Program."” Working Paper No. 50. New York: National Bureau of
Economic Research, Center for Economic Analysis of Human Behavior
and Social Institutions, August1974.

Arroy, Kenneth.» "The Theoxy of Discrimination In Discrimination-in Labor
///\ Markets, edited by Orley Ashenfelter and Albert Rees. Princeton:

Princeton University Press, 1973.

Bl

ﬁecker, Gary S. The Economiés of Discrimination. 2d ed. Chicego:t University

of Chicago Press, 1971. . g

Beller, Andrea H. '"The Effects of Title VII of the Civil Rights Act of 1964
.on the Economic Position of Minorities." Ph.D. dissertation, Columbia
University, 1974.

Box, G. E. P., and Cox, D. R. "An Analysis of Transformations." Journal of the
Royal Statistical Society 26 (1964): 211-243. A

Johnston, J. Econometric Methods. New York: McGraw Hill, 1963>\\>

 Kiddee, ‘Alice E. ''Federal Compliance Efforts in the Carolina Textile Industry:

A Summary Report."” Poper presented at the 'Industrial Relations Re-
search Association meetings, Toronto, December 1972.

Landes, William M. "The Effect of State Fair Employment Legislation on the '
Economic Position of Nonwhite Males." Ph.D. dissertation, Columbia
Universgity, 1966.

. "The Effect of State Fair Employment zg s on.the Economic Position
of Nonwhites." The American Fconomic Regiew 57 (May 1967): 578-590.
. t

"The Economics of Fait Employment Laws.' Journal of Political
Economy 76 (July/August 1968): 507-552,

Marshall, Ray. Presentation at the New Manpower Researchers Conference,
Washington, D.C., September 1973. ‘

Mincer, Jacob. "Unemployment Effects of Minimum Wages.'" Working Paper No.

39. New York: National Bureau of Economic Research, Center for Economic -
Analysis of Human Behavior and Social Institutions, May 1974.

6o

-




62

>

Simler, Norman J. ''The Economics of Feapherbeddingf" In Featherbedding ?k-
" and Technological Change, edited by Paul A. Weinstein. ' 5’/’ '
" Boston: D.C. Heath andwCo., 1965. Fad !
Troy, Leo. 'Distribution of Union Membership Among the Stat%s; 1939 and -

1953."  Occasional Paper 56. - New York: National Bureau of
Economic Research, 1957. \ o

U.S. Bureau of the Census. United States Census of Population: 1950.
Vol. 2, Characteristics of the Population, parts 1459. v
Washington, D.C.: Government Printing Office, 1955& i

1

|
+ United States Census of Population: 1960. Vol. Characteristics 4

|

- . of the Population, parts 1-52. Washington, D.C.: vernment —
: Printing Office, 1963. - > .

—

. Unipsd étates Census of Pepulation: 1970. Vol. 1, Charactér—
istics of the Population, parts 1-52. Washington, D.C.:
Government, Printing Ofﬁice{ 1973.

: . County Business Patterns 1969, part 1. Washington, D.C.:
Government Printing Office, 1970. )

o~

U.S. Bureau of Labor Statig;iég. Directory of National and International -
- Labor Unions in thé United States, 1969. Bulletin 1665. ;
Washington, D.C4:& Government .Printing Office, 1970.

’ ’

/
Directory of National Unions and Employeé Associations, 1971.
Bulletin 1750. Wd@hingtbn, D.C.: Govefnment’Printing Office, 1972.

L, - U.S, Department of Labor. Manpowér~§éport of the

3s sident. April 1971.
Waiziggton, D.C.: -Government Printing Office, 1971. \\\\\\\;~ )

U.S. Equal- Employment Opportunity Commission. Annual Report. Nos. 1-6,
Fiscal Years 1966~1971. Washington, DP.C.: Government Printing
Office, 1967-1972. ) // .

Wolkinson, Benjamin. Blacks, Unions, and the EEOC///Lexington, ﬁass.: D.C.

Heath and Co., 1973.




