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FOREWORD

This report reviews and evaluates social science research
that has been based upon the National Longitudinal Surveys
(NLS) of labor nr,r¥xet experience.

- For more than a decade, the Center for Human Resource
Research (CHRR) c¢f The Ohio State University and the

U.S. Bureau of the Census, under separate contracts with
- the Employment and Training Administration of the U.S.
Department of Labor, have been engaged in the NLS. Four
subsets of the United States civilian population are
being studied: young men and women who, at the inception
cf the study, were 14 to 24 years of age; women who were
30 to 44 years; and men 45 to 535 years. These groups
were selected because each is at critical transition
stages in working life, confronted with special labor
market problems: for the young wi2n and women, the problems
revolving around occupational choice, preparation for
work, and the often-difficult period of accommodation to
the labor market when formal schooling has been completed:;
for the middle-aged men; the transition to retirement and
problems of skill obsolescence and deteriorating health
that may make reemployment difficult if jobs are lost;
and for the older group of women, difficulties associated
with reentry into the labor market after children are in
school.

For each of these four population groups, a national
probability sample of the noninstitutional civilian
population was drawn by the Census Bureau in 1966;
interviews have been conducted periodically by Census
enumerators, utilizing Juestionnaires prepared by CHRR.
The surveys have been so successful and the attrition so
small that they have been continued beyond the initially
planned expiration dates and expect to be continued
through the 15th year. Recently, two new youth cohorts
have been added: national samples of 6,000 young women
and 6,000 young men between the ages of 14 and 21, with
overrepresentation of blacks, Hispanics,' and economically
disadvantaged whites. The new sample of youth are .
expected to be interviewed -for the first time in'early -
1979, with the National. Oplnlon Research Center conducting
.the field work.

e
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A substantial body of literature has already appeared
based on the NLS data. Eighteen volumes of comprehensive
reports and hundreds of articles have been prepared by
staff members of CHRR and other researchers throughout
the country who have acquired public-use versions of the
NLS tapes.

The present volume has several purposes: (1) to provide
a comprehensive survey of the research that has utilized
the panel data on the four current.NLS cohorts; (2) to
compare the research done with the content of the surveys
in order to identify neglected research opportunities;
and (3) to form judgments with respect to the direction
of future research based on the NLS. ‘

HOWARD ROSEN

Director

Office of Research
and Development

iv



IT.

IIT.

Iv.

.~ INTRODUCTICN

LABOR SUPPLY . « « = = = . . .

Fenale Labor Supply and Fertility Expectations .

Child Care and Welfare . . . . . - . .
_MarltalInstablllty............
Male Iabor Supply . . . - . « « . ., .

LABOR DEMAND
Dual and Segmented Labor Markets . . . . .

Racial Discrimination in the Labor Market .
Sex Discrimination in the Labor Market . .

Unionization and lLabor Market Differentials .

ILabor Demand and Structural
Factors--Further Considerations . . . . .

HUMAN CAPITAL AND STATUS ATTATNMENT MODELS . .
Human Capital . ... . . . . . . . . .
Sociology of Education . . . . . . . . - .
Status Attaimment . . . . .. - 4 . . . - .

UNEMPLOYMENT, JOB SEPARATION AND JOB SEARCH

SOCIAL PSYCHOLOGICAL FACTORS . « - = « ="« . .

AGING  « = & v v s v e e e e e e

METHODOLOGICAL RESEARCH USING NLS DATA . . . .

UTTLIZATION OF THE NLS DATA . . . . . - « - . .

THE NLS DATA--SOME NEGLECTED CONSIDERATIONS . .

FUTURE RESEARCH WITH THE NLS . . . . . . .

Page

w

17
21
24
29
30
37
42
46
49
51
52
59
63
67
73
79
85
91
95
99

101



N

I. INTRODUCTION

Our report on the research uses of the National Longitudihal Surveys
of Labor.Market Experience has several purposes. First, we provide a
comprehensive survey of the research that has utilized the panel data on
the four NLS cohorts.l. Second, we compare the research done with the
content of the surveys in order to identify neglected research opportunities.
Tbird, we form judgmé;ts ﬁith.respecf to the direction of futqre research
baééd-on the NLS. Foprth;uthé‘iﬁfofmétion in this report may aid in the
rescarch design for shrvéys'of two new youth cohorts and continuing surveys
of the four existing cohorts.

In July of 1977 we began collecting published articles identified in
the NLS Handbook and Newsletter. We also solicited publ;shed and unpublished

. papers .in letters sent to all users of NLS data as 1dentified from the

eHandbook, Newsietter, and from the Department of Labor's list of projects
funded by the Office of Manpower Research and Develbpment. In addition,
Herbert S. Parmes provided us with published and unpublished papers

by the staff of the Center for Human Resource Research (CHRR) at The Ohio

State University.

: lﬂhe four cohorts are (1) younger men aged 14-24 in 1966; (2) older
men aged 45-59 in 1966; (3) younger women aged 14-24 in 1968; and (3) mature
women aged 30-44 ir 1967. Respondents in each cohort will have been inter-
viewed or surveyed by telephone in eight or nine of the years between 1966
and 1978. See The National Longitudinal Surveys Handbook (Center for Human
‘Resource Research, The Ohlo State University 1976) for further details.
(Rather than reproduce material prasented in the Handbook, we refer the
reader less familiar with the NLS to that document.)

-0 . PR
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Thie report“ia qrganized around fhe major substantive areas of labor
market research: labor supply; labor demand; humqn éapitgl and ;tatus
attainment; unEmployment,:job‘separation and job scarch; social psycholo-
gicai dimensions; aging; and research methodology. After surveying
and evaluating NLS-based rescarch in these arcas, we present our judg-

ments on neglected topics in the rescarch and in the data, and conclude

with our observations on future research utilizing the N‘LS‘data.2

Note that there are two lists of references for this report:
citations to NLS-based research and citations to other publications.

&



II. LABOR SUPPLY

~

Fifteen years ago the determinants of male anﬁ female iabor supply
were thought to be well undfrsfood; For males, the éecular d;cline in hours
of work was seen as resulting from the income effects of rising wages
dominating thé epbstitution effects; thus causing the méle labor supply
curve to be backward vending (Lewis 1956).3 For females, increasing
labor force participation in the face of a rising standard of living was
at first seen as aﬁ anomaly to economic theory auggesting that rising
incomes would bring increasing demands for leisure. But this apparent
anomaly was soon resolved by-Mincer (1962) when he placed female labor
suppl} in a family context and focused or. both female wages and other
family income as determinants of women's ﬁork decisions. Mincer éhows
that declines in the labor force Barticipation of married women due to
huspandsi rising income (iﬁcoﬁe effect) weréhmore than ;ffset by the

positive female laboi supply effects of rising wages for women (substi-

tution effect).

3The substitution effect is the change in the demand for leisure
induced by a change in its cost (the wage rate), holding income (or utility)
constant. A rise in wages increases the cost of leisure and thus induces
hours of market work. The income effect is the wage-constant change in
hours of leisure induced by a change in income. For '"normal" goods, like
leisure, incomes and quantities demanded move in the same direction.
Thus the explanation for males is that incomé effects have swamped sub-
stitution effects, so that labor supplied is inversely related to own
wage. : .



With Mincer's research came a sharper focus on the alternatives to
wives working.. Both leisure and housework were scen as her alternatives.
. This suggested that“the home productivity of married women 1s directly
related to family eomposition--the number and ages of children in the
household Cain (1966), dnd Bowen and Finegan (1969) not only confirm
that the rise in female wages is the driving force behind the great increases
in female labor force participation, but, just as importently, they confirm
that for married women, family composition plays an”extremcly important
role in the decision te work. The presence of childroﬁ, especlally young
children, was repeatedly found to have a large negative impact on che labor
supply of married wonen.,

A new theory of consumer behavior (Becker 1965; Lancascer 1966)

% 1

talked of home production of commedities by home time; and mayket goods as
the utility-creating process, rather than commodity bundles of i;come and -
letsure. Childcare is thus hypothesized tc be a female time- inten°ive
ectivicy, especialyy when children are young. The well-established
inverse relationship between number of chileren present and female labor
supply suggested that thehdesired leicls of both qsiehese are joint outcomes
of a conmon set of socioeconomic variables. 1In short, the fertiiity
decision and the decdsion to work are interdependent. This insight has
produced new research on fertility and its determinants (Schultz 1974).

In recent years there has been an explosion of-labor_suppl;Aresearcﬁ.
The iméetus'came from many directions at once. The'fam%iy model of labor

supply allowed more rigorous testing of hypotheses. Continuing policy

debates over incomé-maintenance programs were behind much of the research.

P~y
b



The difficulties in interpreting the results of the.temporary New Jersey
and other income mainteaance experiments have resulted in a greater concern ‘
for the issues of estimation and have highlighted some of the deficieneiea
of a family labor supply nodel that suppresses dynamic considerations
(Greenberg 1972). The following issues have been raised by this flooc of
research: |
1. The endogeneity of certain "independent" Variables;.such as assets
(Fleisher, Parsons, and Porter 1971; Smitn l97§),:work experience
. (Mincer and Pclachek 1974; Sandell and Shapiro 1975), ano |
family composition (Schultz 1974)
2. The importance of jointness in wage-hours choices‘(Rosen*l976ﬁj
3. Permanent ve.,transitory changes in wages and income (Kalachek,
Mellow, ang Raines, forthcoming)
2 4. The process of hnnan capital accumulation within the household
(Berham 1974) and home investments in children (Leibowitz 1974;
Hill'and Stafford 1974;.Fleisher 1977)
S. Efficient and unbiased estimation of the labor supply function
itself‘(Hecknan 1974b; Cogan 1975) .

The research discnssed below deals with some of these issues-and

: . N
presents different approaches. Since all of the studies use the Parmes

data, they have the virtue ofyusing the individual or the:family as the .
unit_of analysis rather than some larger aggregateﬁ(e;g;, SMSA) , which was
characteristic of much of the regearch undertakenAin the l96Os7 Furthermore,
nthe longitudinal nature of the data allows the investigator to.exa@ine

labor suoply in a life cycle context. Researchers usually measure labor
supply by annual hours or weeks worked ; the Parnes data permit measures

1

of labor supply over longer time intervals.’
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Female Labor Suﬁply and Fertil{ty Expectations
+ Interest in female labor force -participation over the life cycle has
led to careful examinaticn of women's wbrk attachment in the interval

-

tetween leaving school and first birth versus labor force attachment after

¢

: . N\ '
the birth of a first child. Using as his measure of labor force partici-
‘ . !

pation the number of years in which the respondent worked at least six
months of the year, Sandell (1977b) estimates separate .labor supply func—
=<

tions for each of those periods for a sample of mothers; spouse present,

He confirms that rising female waées have had a positive impact on married

N .

vouen's labor force particip.*~ion, and 1iké Mincer, shows that female labor
force participation is greater, ceteris paribus, when pusband's current income
is temporarily below his permanent income, Qhere the latter 1s proxied

by husband's education. He also finds that‘iﬁ the<po§t—birth period‘the
substitut%on effect of wages on labor supply declines éubstantially
when,certain . ttitudinal variables and pre-child job experience are

included as independent variables., Pre-child job experience, a fa#orable
attitude toward mothers working, and a perceived favorable attitude of the
husband toward the respondent;s working all have positive effects on feﬁale

_ labor supply. Sookon Kim (19972b) also finds evidence that permissive attitudes

tdward the propriety of mqthérs working have a significant effect on married

‘ women's labor force participation. Interpretation of attitudinal variables
" requlres some care. Presumably, they represent an orientation toward the
market, - Ccnsidering them as '"taste" variables cannot place tlte decision to
work outside of an opportunity cost context. Thus either these variables
capture differences in self-chosen home production functions or reflect
rewards to working that cannot be captured by an own-wapge variable alone.

t -
)
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Rosenberg tl972) uses the mature female sample to investigate the
relationship between fertility, family composition, and labor force
_+ participation. He focuses on fourvfamily composition variables, besides
the traditional wage and i{ncome variables, to predict current labor
force participation probabilities o)) age of mother; (2) age of mother
at first birth (3) number of children ever born; and (4) age of youngest
child. All variables except wife s age have independent effects. The
thrust of this research is that great increases in female labor force
participation in the past have largely been due to changes in household
composition with the independent effects of wage on participation—playing
a snaller role.

Wolfe (1977) analyaes both the NBER Thorndike-Hagen sample and the
older'male sample of the National Longitudinal Surveys to focus on the
relationship between fertility, wife's education, and wages. While
the higher opportunity cost of wife s time has a large and negative impact
on family size, she shows that controlling for this and other factors,
vife's education haa a positive influence on number of children; she,

like Michael (1973), attributes this to efficiency in consumption. Wolfe cautionsg
that 1f employment opportunities constrict for the large numbers of well-
’educated women currently entering the labor force, the result could very

vell be e rise in the birth rate. v

Shapiro and Mott (1977) focus on the likelihood of employment of
young women who were out of school and had given birth to one or two
children between 1968 and 1973. They estimate, separately for blacks

and whites, the probability of'employment for mothers in each of several




pre-birth and post-birth intervals as a function of a set of socioeconomic
variables, While they choose to interpret their:functions as labor

force supply probabilities, they recognize that employment probabilities
are smaller than labor force participagion probabilities by the fraction
of the population fhatris unemployed. Thus, as tﬁey note, their depen-
dent variable 1s likely to p}ck up some demand influences. In any case,
these estimates are something that only longitudinal or retrospective
surveys are capable of providing.

K

For both races, in the pre—birth and post-birth intervals, the potential
‘wage rate of the mother--which 1is data generated from an éstimated equation
that includes eduéational attalnment, work experience, resldential locatlon
and other explanatory ya;iables——is pogitively related to her probability
of employment. Over -both intervals for whites, other family income is
negatively related'fo women's prbbability of employment. For blacks, other
fam;ly income 1s negatively related to the probability -of employment in the
pre-birth interval and positively though insignificantly related in the
post-birth interval.

The relationship of a woman's education to her post-birth labor force
participation has been an important research area recently, since it has been
argued that a mother's home time is an important factor to a child's early
human capital acquisition. Both Leibowitz (1974) and Hill and Stafford (1974)
have shown that more highly educated women, a group that generally has greater
labor force participation than their lesser educa;ed counterparts, are more
likely to withdraw from the labor force when their children are born. Such

phenomena have important implications for the intergencrational transmission



.of social mobilify. Net of other factors, such as other family income and
mother;a potential dage rate, Mott and Shapiro ;onfirm that, for whites,
(post—birth labor forcelwithdfawal (low probability of employment) 1is
positively.related to wife's educaéion. But the relationship 1is not
confirmed for blacks, since eﬁucation has a positive, théugh insignificant,
effect on the probability of employment in the post-birth period.
The authors suggest that s%n;e these mothers are 1in their twentiei,”
racial differences in the resources of the family's parents may be responsible
nfor tﬁese differential rates og post-birth<§mp10yment by education. These
results are consigtent with other fiqdings that show that black women,
especially highly educated black women, have greater labor force attaéhment
th. a white women even after controlling for a variety of other factors.!
The authors also provide in this paper an analysis utilizing the longitudinal
nature of the data and find that their cross—sectionai estimates agree in

substance with their panel estimates. A shorter, less sophisticated version

of this research appears in Years for Decision, Volume 4.

Fleiaher (1977) matches the surveys of mature women with those of the
young men to create a mother-son sample, 1nvestigating the relationship
between the mother's home time and education on‘the son's future educational
attainment, intelligence, andvearly labor market success. His‘framework
418 a three-equation recursive model in which son's I0, educational
attainment, and wages are dependént variables,Vtime—determined in the
above order. While he finds little relationship between mother's home
time and son's schooling, Fleisher believes that he has found evidenée

that mother's education interacts with her home time to produce greater

9 ' \




chiid quality as measured by either son's educational attainment or "his
wages in the labor market.

A greaftdeal of recent research on the labor supply of ﬁarried women
and 1its relationship to fertilify behavior has been done within the a
"Chiéago" framework of family labor supply, or as it is called by 1its prac-
titioners, ''the new home economics" (Schultz 1974). The model
shows the interrelbtionship between the demand for children (who are
vievgd as consumer durables) and the &emand for magket goods. In 1its
'most sophisticated.fgrﬁ the commodity, "children3" 1s taken to have two
dimensions, quality and quan;ity, and household purchasés occur up to both
mafgins (Becker  and Lewis 1973; DeTray 1973, Willis 1973).

Of the papers using‘the Parnes data, the one that 1s most faithful to
this approach is Fleisher and Rhodes' "A Multiple Fquation Family Model"
(1977). Their model consists of four simultaneous equations in which
the dependent variables are wife's wage rate, work experience, and number
and quality of children. Exogenous variables include husband and wife's
education, her age, race, and his wage rate at age 40 (estiméted from a
regression of a sét of instrumental variables). For thelr measure of
the wife's opportunity cost of her time, Fleisher and Rhodes choose the
med{an wages of the occupation in which she worked the longest. To index
child quality they use the child's wages as gleened from the young ren or
young women Surveys.

The authors estimate the model in both linear and log-linear forms
and find that the linear model is the preferred specification. Many of

their results are similar to conclusions that have been reached using

.
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simpler approaches: Being black hurts one's wages; schooling pays a
positive gross return; an increase in wife's earning power reduces the
demand for quantity of children. One curious result is that husband's

wage 18 strongly and directly related to wife's wage. The authors posit

a job-sea- h theoretical explanation for this, but alternatives include shared

human capital, marriage gelection, or a within family "old boy" net-

work, Their most surprising result is a positive influence of number of

~children on the labor force participation of married women, While we are un-—

cer- _n of the robustness of the'results, this paper represents a first foray
into simultaneous structural estimates of fertility and female labor force
participation behavior, using National Longitudinal Survey d:ata.4

Kniesner (1976) {s interested in a single parameter of the family
labor supply model: the cross—substitution.;ffect between one's hours
of work and spouse's wage rate. In the past, most estimates of the income
effect on married women's hours éf work supplied have been based on the
coefficlent of other family income (mostly husband's income). This pre-
sumes that husband's earpingé are a given; that his wage has no effgct'on
the supply of her labor, nor does her wage have any effect on the allocation
of his time between the”household and the market. Using data from the
first interview of the older ﬁen and mature women, Kniesner finds evi-

dence that own hours of work and spouse's wage rate are positively related.

. Hence, for this sample, hours of market work of cach spouse are also posi-

tively related and thus own time is- complementary with spouse's time. It
is obvious that this relationship is unlikely to be uniform over the life
cycle. We need other stage-of-life estimates of the cross-substitution

etfect. Not only would they be valuable in and of themselves, but they

e

“See Cain.and Dooley (1976) for simultaneous equation estimates of

". wages, labor supply, ‘and fertility, based on 1970 Census data.

> 1
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:fr; important parameters for public policy issues, since total labor supply
effects must be known in or&ér to estimate the costs of income maintgﬂhnce
programs., | |

One limitation of the '"Chicago' model of famiiy lasor supply 1s its static
nature. Ar juch, the wage rates of each spouse are formally taken to te exogen-
ous. In practice, té overcome the suppression of dynamic considerations, a wage
' rate equation for each spouse is commonly estimated on the basis of his or
her edﬁcation and work history. But the causation between work histories
ind'wages for women is a difficult one to decipher. Do women withdraw -
from the labor market because of the low expected wage§ from participation,
or is low participation the cause of their low expected wages? This is the
concern of both Mincer and Polachek (1974) and Sandell and Shapiro (1976).

Each of these papers are reviewed in our section on sex discrimination.

In another papﬁr assessing the direction of this causation, Saﬂdell and
 Shapiro (1977) suggest it is likely that the cohort of young womén~surveyed
substantially underestimate their future labor force attachment. Much of
their conclusion is bgsed on the responses of the young women cohort to
whetﬁéf they. expected to be wofkiﬁg at age 35. They show, for all race-
education categories, that when surveyed in 1968, the ydung females' expected
labor force participation rates at age 35 were well_below those participation
rates thaf were cu;rently experienced by women 35 years old in the mature
women sample. Economic theory suggests that those women who expect to have
greater labor force attachment will have steeper wage-experience profiles
yith a smaller constant term than those who do not beca;se of the greater
incentive to 1nveét in on—éhe~job training{ By usiﬁg.the survey response
to exﬁéctéd labor force pa;ticipatidn at 35 as an interaction term, Sandell

and Shapiro estimate human capital wage functions for the young women and

bl
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find that their results are consistgnt with their derivations from econom-
1c theory. Their test 1s also interpreted as validating the survey'instrﬁ—
ment. Howgver, Oﬁe could argue phéf there 1s an inherent trade-off bgtweén
» validation of 2 theory and validation of an instrument; a single empirical
test cannot do both. Finally, the authors present evidence from later
'sﬁrvé&s that young women seem to be adjusting upward their labor force
partici;ation expectatiogs. This is nof exclusively an artifact of the
aging of that cohort. High school seniors in 1973 and college seniors in
1973, for exampié, exp;cted larger rates of participation at ége iS than
did their counterparts in 1971 or 1968, |
A completely different style of research is one that inv;stigates the
determinants of expected fertility, expected future labor force participa-
tion, and the possible interrelafionships between the.two. Surveys of ex-
pected fertility are important because, in.the aégregate, they can be én
indicator of fugure popﬁlation growth. Understanding the determinants of
expected fértility sharpens those projectioﬁs'and allows policy makers in
areas as diverse as labor, education, family counseling, and macfoeconomics
to assess the fertility ippact of the%r policy choices.
The NLS young women data and other survey data haye shown that female
respondents, when asked about their expected fertility (FF) and what size
.. 6f family they consider ideal for America (IFS), have revised their esti-
mates dbwnward during the"1970s. Sute? and Waite (1975) compare the 1971
and 1973 expgcted.fer;ility'responses and felate each‘to a set of socioeconomic
status variables as well as ideal family size, a sex role attitude measure

and” a change in financial status variable. They find that the bulk of the

decline in expected fertility can be explained by downward adjudtments in the
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eize of an Amerigan fhmily thaf respondents consider ideal, rather than
changing sex role attitudes or financigl status (better, same, worse) rclatlve
to the previous year. The authors can only spccuiate as to the reasons
behiﬁd'the downwara adjustment in idcal family size that.took‘place between
1971 and 1973. Poss;ble candidates not captured By their sex role
attitude variable show increased concern about population and the environ-
meﬂ%, perceive éiower rates of futﬁte economic growth, experierice more fierce than
expected competition for career jobs among males in the baby-boom cohort,
as well as the changing role of women 4in American soc;ety.

In separate 0LS~regressions using the 1971 young women data, Shortlidge
and Kohen (1975) explain expected fertility and ideal family size on the
basis of a set of yariables.that inclﬁdes parental family background ~easures,
measures of respondents ' labor force attachment, and measures of exposure
t§ family responsibilities.- By restricting their sample to those out of
school, they were able to include labor market variables such as experience
anﬁ atypicality of occupation. All measures of labor force attachment,
past, present as well as future, parental family backgrognd, and educational
attaiﬁmeﬂt are significantly inversely related to expected fertility,
-though little of the variance in this measure is explained. Not surprising-
ly, the determinants of expected fertility and ideal fertility are much the
game, indicating perhaps that most women do not perceive themselves as
deviants in relation to the'(self—perceived) Amer ican dreaﬁ.

wWaite and Stolzenberg (1976) focus their attention on the relationship
between expected fertility and future labor force participation plans

(LFPP). They argue that while each affects the other, each 1s also
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partially aetermined by other variables, but not the same set of other variablocs.
A
Using 2SLS, they estimate Lf;P.= f1 (FE,XI) and FE = fz'(LFPP,Xz), where Xl and
Xz are sets of variables that do not completely overlap. They conclucde that
expected fertility haé a smaller net effect on labor force participation plans
‘than the i"’:er has on the former.
In another paper, Stolzenberg and Waite (forthcouiing) examine the partial
effect of labor force participation plans on expected fértility for the
.young women's sample, stratified by age (A). Not only is 3FE _ negative,
' JLFPP

but so 1s 3 9FE . To the authors, this suggests that older respondents
A \ 3LFPP

have a more realistic vision of the costs of children as they have acquired

more and better information about the labor market and housenold productivity.

whether this negative cross-partial suggests that women are more realistic

as they age (thévlearningihypqthesis), or whether it is older women who

consider it more likely that at age 35 they will have pre-school childfen

to inhibit their labor force participation, is difficult to say. The

authors' test to distinguish between these hypotheses is not compelling.
Knowing the determinants of fertility expectations 1s imp;;fant for .

policy purposes, but finding them can be a tricky business. At issue is the

* ever-present problem in social science research of distinguishing between

correlation and causality. All of the researchers above see plans for future

labor force participation (LFPP) and certain attitudinal measures as causes

of differential fertility expectations among young women. LFPP is a dummy

measure of respondents' answers to this quest{on: "What kind of work would

you like to be.doing when you are 35 years old?" where the pbssible;responses are
a. married, keeping house, raising family;

b. same as present (last) job;

c. don%t know.
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This point-in-future-time estimate of labor force participation
is unlikely to capture a woman's labor force attachment. These migﬁt have
becp better questions:

bi; During your 30s do you expect to work at lezst some of each year?

2. Tn how many of those years do you expect to be working full time?
One commonly used attitude measure is the respondent's three-part response
to this question:

Now I'd like you to fhink about a family where there 1s a mother, =

father who works full time, and several children under schoollage.

A trusted relative who can care for ihe children lives nearby. 1In

this family situation, hﬁw do you feel about the mothe; taking

a full-time Jjob outside the home?

a. If 1t 1s absolutely necessary to make ends meet?

S}ﬁfif she wants to work and her husband agrees?

c. If she prefers to work but her‘husband doesn't particularl; like 1t.

The respondents reported whether they felt that it was definitely
alright, probably alright, probably not alright, definitely not alright,
or no opinion. Other attitudinal mecasures used at times were wife's percep-
tions of husband's attitudes toward women working, and a nine question survey
of attitudes about the desirability of wives working.

Whether these questions captufe differences in unobservable "taste"
vaeriables that are causally related to expected fertility is a difficult
question. We suspect that one's answers vary aécording to one's discipline.

What seems to be missing as possible determinants of expected fertility are
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Eche traditional economic variables of wages and income. Education is &
foor proxy for feméie opportunity costs of market work since it explains
‘80 11ttla of the variance in women's wages. For married respondents,
 hu8baﬁh's income 1s available and is used as a determinant in one of the
g  papers. Bur that variable 1s likely to be a poor proxy for permanent
family income since husbands are likely to be in that age interval where
their age—inéome grofiles by educatioq (huan capital acquisition) ar:
likély to be crossing. Median earnings of husband's occupation seems

like a better candidate.

Child Care and Welfare

°

Richard L. Shortlidge and Patricia Brito (1977) analyze how working
women with children under 14 deal with child care responsibilities. As
their data base, they use the 1971 mature female sample and the 1971 young
female sample. Both contain responses to an extensive child care question-
naire administered that year. Much of their analysis consists of cross-
tabuvlations that highlight the use of various forms of child céte (famil;,
ﬁonfaﬁily, 1n§1de home, outside home) by age of children, wage rate and
hours worked of mother, mother's education, and other variables. 1In
addition, with the use of multiple classification analysis, they relate the-’
use of family or nonfamily day care to household composition, job characteristics
of working mothers, personal characteristics and geographic location. Thelir
most interesting result is that both women's earnings and their education are
positively related to use of nonfamily child care after controlling for other

factors such as household composition and availability of relatives in the
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community of residence. They also provide estimates of the cost of cﬁild
care per hour worked of. the mother. Cost outlays averaged 37¢/hour worked
for children 0-3, 27¢/hour fér children 3-5, or getwcen 15 and 20% éf |
worl:ing women's wages. For children of gghool age the cost was much smaller.

This study provi#es valuable information on what consumption bunﬂ;es
working women choose, bu; it 1s unable to overcome the simultaneity of
supply and demand'in‘order to‘aisentangle ‘the determinants of that gﬁoice.
The restriction oﬁ\inglsample to working woﬁen glve: us no estimates ‘of how
the p;esence of children form'barriers to labor market entry for nonworking
vomen (but see Heckman 1974a, 1974b, 1976).

| In a reiated ttudy, Shertlidge, Waite, and Suter (1975) compare the

1971 NLS mature female survey of child care arrangements with a 1965 CPS
survey (Low and Spindler 1968). They document the still small but increas-
ing reliance of woixing womén on group day care centers for their children,
as within-home substitutes become increasingly uriavailable or prohib%tively
expensive. Ihew;reatest increase in utiliz;tion of group centers comes frqg
nonvhite women with pre—schobl children, arnd this 1s most likely due to
federal programs aimedrat that pdpulation. The‘authors»also discuss
increased suburbanization, increased female labor force participétion, and
changes in the female occupational structyre as factors résponsible for
the secular gﬁange in child care arrangemernts.

While Shortiidge and his co-authors have documented the kinds of child
care used among employed women, Heékman (1974a) 1s interested in the laBor
;upply effects of programs that lower the cost of formal child care arrﬁnge-

ments: In particular, under what conditions will currently nonworking

. mothers work? Will working mothers work more hours? Or for most mothers
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will there.be no effectpon-hours of work, es'informal sources such as
older'siblings“or relatives continue to be used?

. To answer these questions Heckman argues.that he needs.to know three
things: (1) What determines the cost of children? (2) What determines the
wages women require to work in the market place? (3) What'determines
the marginalﬂrate of substitution between ificome and 1eisure, i.e., marketv
work and home production? Knowing the determinants of these three allows

AL ¢

Heckman to estimate the impact of work—related child care. sube{dies on labor
supply.

Heckmen uses the 1967 mature female sample, restricting his analysis
to spouse present, for those families with at ieast one child under 10.
For both blacks and whites he finds that child care costs are inversely re-
lated to the presence of a relative or older sibling in the home and 1eng*h
of residence for those living within an SMSA, and positively rel ated to
husband's hours of:work and residence location within‘;A SMSA. To estimate
the asking Qage function, Heckman relies on a statisticalrprocedure that
he developed for a previous paper_(1974b) -This procedure allows use of
the entire sample of working and nonworking women (both groups .viere askedv
about child care) rather than estimating the determinants of the wages for
which working women are willing’ to work. Tne latter procedure, common
until Heckman‘s 1974 paper, 1is vulnerable to édmple selection bias. For
both blacks and whites, their asking wages are positively related to ‘their
. years of education and labor market experience.

To estimate the marginal rate of substitution, Heckman relies on the
game procedure to yleld estimates of the slope of an indifference curve up to
a second order approximation. The estimated slope or marginal rate of sub-

stitution 1s a function of the number and ages of children present
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(catégorized 0-3, 4-6, 7-10) as'well as wife's education, incom2, assets,
and current hours of work.

A complete sunmary of Heckman's estimates of the labor supply effects of
child care payments‘that are tied to work is beyond the scope of this }aper.
In fact, t“- results seéd subordinate’ to the innovative approach to the direct
measuremént‘of thelsiope of an fndiffercnce curve and the statictical procedure
employed to take advantage of the data on child care preferen;es of nonworking
women. Nevertheless, Heckman does find cases in which child care subsldy
offers tiesd to work would have positive labor supply effects and reduce net
government welfare costs.

Two other studiles of welfare and female labor supply are by Mever
(1975) and Shea (1973). Both use Fhe 1967 mature fenzle survey to éxnmine
the relationship between welfare benefits and the willingness to work, but
theirlapproaches differ. Choosing as his sample working women who would
héve been eligible for assis;ance under the now defrnnct Family Assistance
Plan (FAP), Meyer éstimates l;bor supply fupctions for black and white
women, For toth groups ﬁe finds that net wages (net of foregone FAP bencfifs)
have no significant effecf on hours of work, as income an§ subst;tution
effects seem to balance out. Instead, respondent's education and job exper-

ience, self-reported health status, and the presence or absence of pre-school

wl

chiidren are the major deterninants of annual hours of work'suﬁplied.

Shea takes as his sample women out of tﬂe labor force. All were asked
whether they would accept a job 1f it were in their area, -and respondents who
indic -ed interest were asﬁed a serigs of questions, one of which was their
wage requirement. Responses were consistent with the women's pasi labor
force participation; Those who had greater prCVfous market cxpcriencc.wcre

most willin;r}b return tb work if a job was available. Using multiple regression
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analysis, Shea analyzes the determinants of the willingness to accept the
hypothetical offer and for those interested, the determinants of their asking
wage; His results 1nd}:ate that current receipt of welfare benefits slightly
lﬁwered the propensity to work for whites and raised the asking wage less
xthan 25¢ for bqfh groups.

Though FAP is dead, Carter's welfare proposals are on the table and the
relation betheﬁ labor supply and public assistance, yell—studied in the past,
18 likely to continue to be a research issue .for many years to come.

Rosen (1976a, 1976b) is also interested in labor supply at'the wage
margin. Since married females are likely to be secondary earners, ‘thelir
first dollar earned is taxed at the same marginal rate as thelr sp0usé's
last dollar. Using the 1967 mature female survey data, Rosen tests a model
that estimates the tax perception for vhite wives. Consistent with his de-
rivations from economic theory, his results indicate that labor supply 1s

responsive to net wages rather than gross wages.

Marital Instability

- -

A utility maximizing apé:oach to understanding the social behavior
.of fhe individual over his/héi entire life-cycle seems to be the ultimate
goal of the "new home economics." Becker (1973, 1974) has USEd\éhiS principle
to develop a theory of marriage in terms of the expected costs ;:d benefits
to each part} of such a union. The new home economics takes the union as
gived to predict the demand for children and the allocatioa of time to
household and market work on the basis of nonlabor income and each sp0usé's
household and market productivities. A complete well-integrated theory of

family formation and the allocation of time to investment, home and

7
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market activities 18 far from sight nt»this étnge. Nevertheless, it is
not surpriging, then, that economists have recently begun to bring thelr
expertise to thé‘subject of divorce and separati&n.

Research in this vein using the NLS data are papers and a dissertation
by Cherlin (1976a, 1976b, 1977), and a paper by Kniesner (1976). Using
‘the mafure women_data, Cherlin chooses white nonfarm women 30-44 with husband
present in ;967 as his sample. To investigate the detcrminants of marital
instability, he relates a dummy depeﬁdcnf variablé—for divorce or separation
during the 1965—1971 period to a .set of independent varfables. The Indepen-
dent variables include length of marriage, gctual or expected wage of the
wife relativé to that of the husband, number of children under lé, a durmy
for any children under 6, size of residence, educational attainment measures,
and measures of age differences between spouses. Using OLS and logit
analyses (the latter in his dissertation) Cherlin finds a number of factors
that 1nfluence marital instability. Among his conclusions are that wifg's
relstive wage, number of children, end large age differences between spouses
are positively related to divorce or separation, while the bresence of voung

, = .

children 1s.negative1y;re1ated to marital instability.

In a similar analysis that also uses the mature women surveys,

Kniesner (1976) finds that, ceteris paribus, families with many children
and 10wvievels~of as8eis are more iikely to experience divorce or separation.
He also fails to Aetect an iédependent effect of race on ma;ital dissolution. .

The above fesearch suggests ‘that the relationship between the probability
of marit31 instébility and children 1s a complex one. The presence of

yodhg“children does seem to deiay and perhaps inhibit divorce or separation;

Beéker, Landes, and Michael (1977) report similar findings In their analvsis
o2
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of SEO data. They also note that while families with more children may
experience divorce or separation more frequently than families with fever
children, it does not follow that families with no children have lower
divorce rates than families with children. Indeed, they do not.
Furthermore, they show that the relationships.of 1he number, presence, and
ages of children to marital dissolution probabilitie5'change with the length
of marriage. Thus the NLS-based analyses of marital instability by Cherlin
and Kniesner should be interpreted with caution. Their analyses are
confined to the older female cohort, and as such tell us at most only the
deterninants of marital dissolution for women in their thirties or middle
forties who had a spouse present at some time during this period.

ﬁahr (undated, a) looks at sone determinants of marital instability for
all four samples. In this paper Bahr finds that net assets heve a signi-
ficantly positive effect on marital stability in all four samples. In
another paper (undated, b) that analyzee only the young women sample,
Bahr finds that the importance of assets differs according to when the
union was formed. He finds that for those who married in their teenms,
net assets' positive influence on marital stability:was absent. Unlike
Kniesner, he finds significant racfal differentials in the probability of
marriage dissolution. A major deficiency in both cf Bahr s papers, though,
is a lack of attention to other variasbles that may be causally related to
marital instability, in particular, family composition and female wages.

As the above snmmary shods, the potential for understanding women's
allocation of time netween household and market activities had been richly

exploited using the NLS data. If we may offer a single criticism 1t is

el
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that there has been 4n excess of attention to the labor allocation of

“

married women to the neglect of the social forces that operate on single
women. In tgis respect wé are unaware of any research using the NLS d;;a

that has as its aim predicting marriage formation on the basis of chker's"

or any other theory of marriagé, though 1t 1s possible that such research is
currently underway. Furthermore, while in this section we have not really
dealt with the determinants of educational aLLain@ent and instead leave

that topic to other sections below, we feel that the post-secondary edUcatioral
attainment of women 18 an aspect of life-cycle behavior tg;t is still only

vaguely understood. Research that delineates the multiple motivations be-

hind such educational acquisition should be part of the social science

agenda of the 1980s.

Male Labor Supply

Compared to the female cohorts, there has been much less research using
the NLS data to understand the determinants of male labor supply. This is

possibly due to the fact that the two male cohorts are at opposite ends of the

life'cycle, while prime age males are largely unsampled. Hence most investi-

gators of male labor supply may have chosen other data sets that cover the

entire adult life-cycle, 1if onlv cross-sectionally, for their empirical work.
On the other hand, ore reason why the older and younger NLS male cohorts

were sampled is precisely because their labor supply is variable--a. they

‘enter and leave the typical male span of full-time participation. Thus the

dearth of labor supply research using thé male NLS samples is disappolnting.
Some of the prcblems typlically encountered in using'the NS data, discﬁssed

brief}y at the end-of this report, may be particularly acute in the analysis
of male labor supplv. For whatever reasons, most male labor supply research

that has been done 13 concentrated almost exclusively on the older cohort.
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Both Fleisher and Porter (1970) and Egge (1.973) use the early older male
lutVeya to 1lluminate the determinants of labor force participation and annual
hours worked for this cohort. Both use the traditional cross-sectional method-
ology to assess the importance of factors that influence labor supply.. Fleiaher
and Porter find that the labor supply of this cohort differs considerably by
race, ﬁatital status and self-reported health status. Their concern is also
‘with the impact of past unemployment experience on current labor force par-
ticipation. In general their resulte often conttadicted standard economilc
theory; possibly indicating serious misepecification, and their analysis was
handicapped by an insufficiency.of observations that wonld have permitted a
high degree of disaggregation. It seems likely that this research provided
the stimulus for the more dynamic approach to labor supply that the authors
take\in a later inquiry (see below).

Egge is interested in explaining why whitee in the older male cohort
work about 200 hours more than blacks. He finds that this differential is much
more influenced by age, wage and unemploynent differentiels than by racial
differences in marital status, heelth status, or occupation.

Pissatisfaction with tne cross—-sectional approach to labor supply has led
to the exploitation of the ldngitudinal nature of the hLSwdata. In addition,
that dissatisfaction has led to new theoretical approaches to the hours of
vork decision. For example, the impact of "other income," whether it be
spouse's earnings, government supplements, or income flows from nonhuman owned
assets on labor supply has been viewed recently from a new perspective. This
view maintains that nonhuman assets are not strictly exogenous to labor supply,
as is 8upnosed3in croés-eeotional estimates of the income effect of nonemploy-
pent income on laborisupply (Smith :976). Instead, the levei of (net) assets
can be viewed as a choice ‘variable i:self and hours of work may respond to

bring zctual assets into greater conformity with desired asset levels. This
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is the thrust of.the paper by ﬁleisher,.Parnoﬂs and Porter (1971). They
use 1966 and 1967 data on the older male cohort to test an asset disequil-
ibrium model of labor supply. This sample seems well-chosen for a test of
the model, since older workers' current labor force behavios# is likely to
be affected by imminent institutional barriers to their own labor supply
(1.e., mdndatory retirement policies and povernment disincentives), and
these workers must be conscious?ot financing future consunmpllon from non—
employment income flows., The authors hypothesize that if actual asset
levels are below (above) desired levels, a positive (negatlive) effect on
hours of work and earnings i; theAnext period will result, and thus dampen
,assét disequilibrium. They estimate én equation %or desired net asset hald—
ings as a function of age, race, education, oécupation, whether any parents
: afe living, and other variables. Several variants of their model suggest
that as much as 50 percent of the asset disequilibrium is removed through
an hours of work response in the next vear.
This study Qas undertaken with a particular.eye toward understanding
the labor éupply response to the recent income maintenance experiments."
Fleisher, Porter and Parsons thus‘preseut ah,analysis that argues that the
labor supply declines oSserved d;ring a‘pemporary income maintenance program
not only understate the long run response to that program but also understate
the labor supply withdrawal that would occur 1f the income mainténance program
were-a pefmanent feature of our" tax system.
Kalachek, Raires and Larson (1977) are also concerned that cross—sectional
) éétimates of labor supply fail to give us iqsights into the speed of adjustment
to changes in explanatory variables, some of which may be variébles amena>le
- to manipulation through social policy. They question the assumption under-

lying cross—sectional estimation that the labqr supply response of a house-

hold to a change in an exogenous variable is the same as the difference in
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the labor supply of two households that differ only in the level of this

eiplann;ory variable. Hence théy of fer and test several models of dypamic
labor supply adjustment. They utilize the panel nature of the NLS data

by taking as dependent variables the changes in older male labor supply
between both 1966 and 1969, and 1969 and 1973. In addition, they pavrtition
wages into a perFanent and transitory component and measure each through
the use of a predictor equation of instrumental variables., While their
_paper 1s still in preliminary form; it is valuable in and of itself since
it breaks with the long tradition of cross-sectional estimation. However,
their tentative conclusions are that a dynamic labor supply adjustment model
gives estimateé that are consistent in sign though at times of smaller mag-
- nitude than a cross-sectional methodology.

" Kalachek, Mellow, anthaines (forthcoming) provide most of the theo-
retical underpinnings of the p;per ;bove. Their paper contains a gﬁod dis-
cussion of the apbropriate specification of the labor supply function and
compares parameter estimates vhen various dependent-variables'and wages
specifications are chosen. They also feel that their profession has over-
emphasiied the wage parameter in the labor supply function and slighted the
1mpoftance of attitu&inal, demographic and gealth variables in explaining

variation in labor supply.
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111. LABOR DEMAND

[

?urvey data on the socioeconomic attributes of inoividuals seen
ideally suited for research on labor supply, labor force participation,
and human capital or status attainment models of individual socioeconomic
auccess. As we have seen, the NLS data have provided the basis for
considerable ''normal science' research in those areas. In recent years,
however, the appropriate representation of "domand" or ﬁstrootural"
determinants of social process have been debated by social scientists

. "pual" and "segmented" labor market theories have offered explanations
of aocioecoxomic inequality which fc-us upon institutional barriers to
neoclessical market mechanisms (Doeringer and Piore 1971; Edwards,
Reich, and Gordon 19753 Thurow 1975). Radical and Marxian theories
have introduced interest group conflict, class domination, and
exploitation imnto models of socloeconomic inequality (Gordon 1972,
Bowles and Gintis 1975; Bonacich 1977; Wright and Perrone 1977).
These approaches often stress the importance of attributes of jobs
and their hierarchical arrangement in the occupational structure.
Direct tests of mahy aspects of these theories requires. data not attainable
from representative social surveys of inoividuals: e.gl, attributes of
industries, the.sociai ahd technical organization of work, and actions of

L employere. However: micro-survey oata have been used to indirectly test

’ hypotheses derived from these theories, and occasionally such data have
been combined imaginatively with other sources of information (e > published
characteristics of firms or 1ndustries) to obtain more direct tests.

For example, according to dual labor market theory, women and minority

groups are often confined to the secondary" job sector, where workers obtain




lower wages, have less opportunity for career advancement, and receive

lower returmns to theif productive capabilities. The resﬁitiﬁg discrimination
against disadvantaged groups is typically assessed with micro data by de-
composing group differences in socioeconomic success into three components:

a portion due to differential individual human capital endowments and other
predetermined personal chargcteristics, a portion due to discrimination

from differential returns to thoge characteristics, and a residual differential
representing direct discrimination. (0f course, the same proceddre is also
used to assess group disadvantagesrbithin a neoclissical model incorporating
employer or employee "tastes' for discrimination.) Directly stratifying a
sample of individuals into labor market sectors on the basis of occupation

or industry can provide a somewhat mofe direct test of dual or segmented
hypotheses.s Both strategies have bé;u*emplbyed with NLS data. Finally,

of course, intefgenefational and intragenerational occupational immobility
predicted by "demandd:or "structural” hypofheses can be directly tested

with micro-survey data. .

Dual and Segmented Labor Markets

Andrisani (1973), in a dissertation based upon the NLS, examines
the degree to which socioeconomic origins, investments in human capital,
vorker attitudes, and environmental "demand" characteristics determine

noﬂility between job sectors and the wages of young black and white

men in each éectpr. Jobs of individuals are defined as primary or secondary

sccording to the median ircome of males in 1960 census three-digit

Sﬁovever, see Cain (1976:1245-47) for a discussion of the potential
biases that can result when a sample is stratified on an endogenous variable.
A further problem is that there is virtually no consensus on how to operation-
alize labor market sector.
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occupation and industry categories. Andrisaﬁi reports considerable
mobility out of first jobs in the secondary sector and into intermediate
or primary 1968 jobs for both black and white youﬁg men. Thus, he
concludes that career origins in the secondary sector do not provide an
impenetrab?’ : barrier to early labor market advancement. Representing
the likelihood of a primary first job with a linear probability model, he
finds that years of schooling différentiates whites who start their
careers in the primary sector from those wﬁo do not. However, more
schooling does not appear to allow young black men to avoid seéondary
first jobg. Andrisani finds measurg@ ability affects the probability
of‘A primary first joB for blacks but not for whites, and he suggests
that this may éimply reflect the lower association between schooling

and ability among blacks. More advantagad socloeconomic orlgins have

a net effect of obtaining a primary first job for whites but not blacks.
(Unfortunately, reduced form“eStimates are not reported. This precludes
assessing whether the total effects social origins, including that part
fransmigted by education, substantial%y affect thé first job sector

of either group.) Thus, black males appear doubly disadvantaged.
Overall, they are more likely to enfer the labor force 1in secondary
jobs, and neither advantages of schooling nor social origins incréase
the likellhood of engering primary first iobs.

Andrisani also estimates a linear probabllity model of the
likeliKood of a primary 1968 job for those with secondary first jobs.
Buman capital variables had no effect on the probability of secondary "
to primary mébility for\eitherighites or blacks. Oyerall, according

to Andrisani, motivations andvdiscrimination are considerably more.
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important than investment in human capital in determining 6r inhibiting
secondary to primary mobilitf among young males.

Andrisani's wage rate regressions show that, as predicted by
dual labor markot tbeory, human capital variables account for little
variation in the wage rates of those with secondary sector Jobs in 1968.

» Indeed, wage rates of secondary sector blacks are virtually unrelatedtto
schooling, training, and first job status,\while primary sector blacks
obtair returns to schooling and first job status that exceed these of

" primary sector-whites (note: the latter interpretation is our own;
And;isani discusses only statistical significance, not the magnitude of
coefficients). Perhaps the most interesting aspect of the dissertation
18 the Interactions of labor narket sector by race. If similar results
are obtained with larger samples (many of his regressions are based upon
less than 100 Cases) and replicated on older cohorts, we will better
understand the mechanisms‘ that producé racial discrimination in the labor
nafket. |

In another report based upon a dissertation, Buchele(1976) uses 1967
data on NLS older white males to test hypotheses implied by labor market
aegmentation theory. He examines the manner in which job characteristics
provide an "institutional context' to the relationéhip of personal traits
to labor market outcomes. From Dictionary of Occupational Titles
chgracteri;tics matched to three-digit Census codes, he defines five
"occupational classes" (professional, supervisory, craft, suSérdinate,
and meniél) according co the complexity and autonomy of each. Five

"industry classes" (core, periphery, producer services, consumer services,

" and government) are defined according to technical functions of the
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industry and, for core and periphery classes, according to a factor

analysis of industry traits such as capital/labor ratio, establishment

" size, profits, unionization, employment growth, and government purchases.

.~

His first analysis of NLS older males (white, not self-employed) -

v4
examines whether the 25 occupation-by-industry class categories have a

‘aignificant additive effect on 10 labor market outcomes of individuals

(including earnings, int"insictrewards,.bompany training, unemployment,
layoffs, quits, and job tenure), controlling for individual human capital
and other traits (e.g., schooling, other training, experience, health,

marital status, father's occupational status). He then examines whether

‘the industry-occupation differences that exist after controlling personal

traits are consistent with the implications of segmented labor market
theory. He finds that among these older white males, unemployment,
nonparticipation, job tenure, job turnover, and tbe likelihood of

kayoff and quitting are all substantiall& higher in the periphery sector

“(relative to the core sector). He finds that industry class differences

matter much less for earnings and intrinsic reward differentials (although

~significant occupation class differentials are detected). His second

w
analysis is an elaborate interaction model, where the relationship

between labor outcomes and both personal-traits and "circumstéqcés of
employment' (region, union contract, régional unemplayment rate, etc.)
are allowed to vary Qithih each of tge_five occupation classes. These
re;ults are less conclusive, since the interactions use many degrees

of freedom_given‘tﬁe 1imited number of ohservations. He does seem to
find, as.Andrisani and others have found, lower rgturns.to human capital

investments in "secon&éry" jobs. His policy conclusion drawn from these

results is that economic development—-the elimination 6f "bad jecbs'"--
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vill do more to reduce inequities in labor market cutcomes than will
remedial manpower programs aimed at increasing the.human capital

investments of the disadvantaged.

v

Pg;ﬁaps the most creative aspect of Buchele's work is in cbmbinipg
the D&& in . rmation on occupations, the indusfriai-measufesi agd the ﬁLS
micro data on individuals. As noted above, very few social survefs of
individuais contain detailed information of the technical and sociai
relationships within the w@rk place of?a person‘s job, and consequently
an imaginafive merging of data from several sourées is often necessary
to examine (albeit rather indirectly) empirical implications of dual
" and segmented labor market theories. | B
Letgh's "ndirect test" (1976b) of dual labor market hypotheses.
makes no attempt to identify primary.and secondary se;tors. Rather he
exanines ;ucial differentials in occupational advancement that result
ftom inter-firm and inter-industry job shifts, controlling for
individual endowmenté in human capital.. If blacks are disproportionately
confined to fhe Secondary sector, and if the_sepéndary sector 1is

chaiacterized by low paying jébs and little opportunity for promotion,

then, ceteris paribus, blacks should receive lower returns (in

occupzcional upgradihg) from inter—firm and inter—industry job shifté.
In addition, blacks who remain within a firm or industry sh;uld
experience less upgrading than do whites wiih comparable personal
characteristics. (A job shift is defined as a change in three-digit
census code, and upgrading versus downérading is evaluated with respect
‘to the median eérnings of males inszach category.) Leigh’s analysis of

job shifts from 1966 to 1969 for both younger and older NLS men (and

O



compafable analyses of 1965 to 1970 shifts measured in the 1970 Census),
ahoﬁ'th t blacks were not disédvan;aged with respect to occupational
upgrading in the late 1960§,Ebgt he cautions that the momentum for those .
éaina may be attributable to the relatively ;arée racial differential in
occupational standing at the start.o% ;he period.

In another article, Leigh (1976a) examines the d;gree to which
occupational advancement mediates the (hourly) earpings returns to human
capital investments for NLS mature men. His analys’s appears to show
that -the economic disadvantages of blacks are largely attributable to dis-
crimination in the process of occupational,advancemeng. This aspect of
the analysjs seems to rely upon’internai labor markets for an explanation.

s

However, Leigh iﬁterprets the lackfof any industry effects in his occupational
advancement equation as inconsistcﬁt wfth implications of dual lAbor market
theory.

Kalleberg and Hudis (1977) use ;hift in three%digit occupation
and/or employer between 1966 and 1971 to define four labor market
"gtructures' for NLS older men. By including 1966 wdgé among
predetermined variablés in a regression for 1971 wages, they interpret
returns to other variables as effects upon ''wage gain' from 1966 to 1971.
They examine the effects of labor market:structure‘(occupation/employer
shift), "job variables'" (region, regional labor market size, regional
unemployment rate, Speciflc vocational preparation rating of job, and
public versus private employment), and hﬁman capital resources on 1971
wages, net of 1966 wages. As other research with these data have shown,
labor market segments and rgce interact in deterﬁining economic i
advancement. ''Stayers,' those who change neither %ccupution nor employer,

9

obtatu a larger return to thelr 1966 wage. The au nors interpret this



as the effect of advanc: sent through firm-specific and occupation-
specific internal labor ‘market ladders. Those who have undertaken
voluatary shifts of bbth'occupation and employer receive lower

returne to their 1966 wage, and this effect 1s more pronounced for
blacks. Finally, blacks who change occupations for a giQen employer
receive virtually no net retg;n to schooling or job tenure, while
vhites in similar labor market "structures' obtain substantial returns
to both attributes. Thus, firm specific occupational advancement

appears to reflect advancement through internal labor market promotion

lines for whites but not fér blacks, a result consistent with tHe proposition
that blacks are concentrated in the secondary job sector.

Kalachek and Raines (1976) use 1966 and 1969 NLS data for older men
to evalu;te the relative contribution of human capital variables (e.g.,
education, training, experience),‘"carrier attributes' (e.g., health,
age, maritalistatus, race, socloeconouic origins, attitudes, geographic
mobilfty), and "market differential" vari:bles (e.g., vegion, occupafion,
industry, union) on wage differentials. They conclude from their
log-linear wage regressions that human capital variables are the most
important determinants of wage differences, though the return to
investment in human capital is not 1ndepehdent of attributes of the
".arrier" in whom investments are made. The impact of market segmentation
appears in their results as modest effects of geographic location. urban
1ocat15n, and position in the occupational-industrial structure.

Birnbaum (1976) examines the -implication of dual labor market
theory that differential career origins provide unequal opportunities

for on-the-job training and subsequent return to that *raining. He



.

classifies the first jobs of NLS older men into five "Job sectors"
according to the "level" and 'breadth'" of skills required. He suggests
that there should be a net return to the skill level of career origin
when incorporated into a conventional human capital equation for 1966
hourly ear. !ngs. He detects a return to skill level of career origins
and concludes that "there is a chain-like interaction between formal
educarion, particular career origins, and later job experience.'" Of
course, this has been a central feature of status attainment repfesen-
tatives of socioeconomic outcomes for over a decade. In those models,
education is predetermined with respect to status of first job, which
in turmn is pfedetermined with respect to later occupational and economic
achievements. Indeed, these models suggést that Birnbaum could have
gone further (apart from obtaining a better scaling of "breadth" and
"level' of job skills)’by examining how career origins mediate the
economic:return to schooling and how skilii level of curfent job

in turn mediates the influence of career origins on hourly‘earnings.
Thus, the dual/segmented labor market research summarized here suggests

a4 common ground for the elaboration of human capital, dual labor market,

and status attainment models of economic success: the incorporation of

more aophiéticated notions of occupatibnal and industrial skill levels

and hierarchies.

Racial Discrimination in the Latdr Market

Flanagan (1974b) examines job turnover as a possible dual labor

market-type mechanism accounting for raclal differences in economic

success of young and mature ma.es. According to this view (and
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contrary to job search theory), job ins;ability is characteristic of
seaondary market location, where job changing behavior is’often neither
motivated by nor results in an economic return. Flanagan computes a
atandardvdecomposition of the\wage differential into a component due tO
differential job turnover and human capital endowments of black and

‘white males (given the white wage structure), and the residual gap
attributable to labor market discrimination. Régressions of 196; |

(log) wage rate by race for the older cohort yield results inconsistent
with the dual labor market hypothesis about job turnover—-blacks actually
receive a higher return to each employer change than do whites (while

the mean number of changes is nearly identical for the two grsups).
However, there is not a positive return to employer change for young
blacks. Flanagan suggest# that, consistent with dual labor market theory,
the shifts of young blacks are not economically motivated. As

others have found, blacks obtain a subgtantially lower return to schboling
than do whites in both céhorts (which, Flanagan sugg;sts, rationalizes
their lower investments), and the économic disadvantage of living in
the Sbuth is greater for blacks. When broad occupational categories ¥
are controlled in the wage equations; the racial wage differential is
reduced substantially, indicating that as much as 40 percent of the &
wage differential is mediated by occuﬁational segregation.

The gross racial wage differential for older male; reported by
Flanagan is 42 percent, two-thirds of which 1s attributable to differentiai
composition of blacks and whites on the predetermined variables .
(pfimarily_years of schooling). For younger males, the gross

differential is ahbout 28 pércent, three-~fourths of which is due to racial



differences in‘predetermihed characteristics. 'Overall, Flan&gan
concludes that "the single most -important source of racial hourly wage
differential 1s . . .the lower level of and return to black schooling

' and "any labor market segments which may exist within an

investments,'
age group are not de{}ned by differential turnover flows'" (p. 529).

‘Hall and Kasten (1973)_d1rect1y examine occupational aspécts of
racial differences in ecrnomic success. In the first part of Fﬁe pa;er, -
_ they decompose fhe racial wage differential into coﬁponents'due to the
different distribution of blacks and wh;tes across five occupational
categories and due to lower wages paid to blacks within occupationalh. ‘
groups. For NLS men aged 23 to 27 in 1969 they find that over half of the
.31 percent wage differentfal 1s due to lower wages for blacks within ;
occupational gategories. For men aged 17 to 2?,“the overall gap 1is
smaller, 16 percent, and'again, over half can be attributable to within
occupatibn group wage differentials and slightlylless than half to the
different distrib ;ions of blacks and whites across occupational groups.
There is no discusgion of whether thé smaller gap among fhe younger
group 1s a life-cycle effect rather than a qohori effect. The
remainder of the paper decomposes racial diéferences 16 several
pccupational outcomes. They ;onc;ude that by the laée 196Gs,lnear1y
all of the occupational disadvanégges of young blacks were due to lower
endowments (e.g., father's socioeconomic. status, schooling, ability),

By then, young blacks and whites of similar'endowmcntslwere treated
equally in the labor market. In contrast, during the ecarly 1960s,

only half of the occupational disadvantages of young blacks appeared

due to differential endowments, the rest du. to more direct discrimination.
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While those results point’to substantial improvements in the labor market
for young black males during‘the.196bs,‘Hali and Kasten caution that

.4f further progress requires equalizing endowments, it may be more

difficult to achieve than equalizing employer behavior toward blacks.

~

Fniesner,‘Pedilla and Polachek (forthcoming) present'evidence for the _

provocative assertion that "vintage" gains reported for young black
males (the improvement relative to'whites in the economic return to
schooling that has beenaattributed to improvements in the quality of
black schooling) in the early 1960s are, in part, actually effects of
theibusiness cycle (level of unemployment), nonneutral with respect
to race. First, estimated returns to schooling are shown to be petentiqlly
biased by the parameterization of zero earners (1.e., the unemployed) in
earnings functione. Including zero earners, truncating the sample,'or
including them and adding a dummy variable for zero earnings can
substantially affect the estimated schooling coefficient, and these
potential piases depend on the incidence of unemployment by level of
achooling. Secqnd, they.suggest that the business cycle map effect the
wage structure “n a manner that 1s 1onneutral with respect to race.
(For example, increased unemployment may slow the earnings growth of
those with more schooling by a‘greater amount than it slows earnings
growth of the less educated.) The authors provide evidence for their
assertions by estimating earnings funetions (under alternative parame-
teritations of zero earners) by race for years 1966 to 1970 for both
NLS younger men and older men. These results are interpreted with
respect to the aggregate unemployment rate in those years, and the
samples are also stratified and estimated separately by regional'
unemployment rates. While critics may not accept their complicated and
Lo
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rafhef ad hoc.methodoiogy, they héve fakén an imaginétive step in incor;
‘ poratiné aggregate demand considerations into eérningsvfunctions within
the hﬁman capital paradigm.

Igteréstingly,Atwo studies comparing black and white earnings func-
tions for NLS mature women (1967 data) report significantly higher returns
to education and to'occupaéional status for black women (Treiman and Terrell
1975; Hudis 1977). In addition, Mincer and Polachek (1974) find that the
returns to education for blackrmature women are also "if anything" (p; s98)
higher than those for white mature women. Similarly, Kohen and Roderick
(1975) report highg; wage returns to education and ébility among black
women in the NLS younger women sample (1969.data). However, working black
wémen acquire less education, are in lower status jobs, and earn less on
average than vhite women. Consequently, "only those few black women who
have managed to surmount their problems of background and discrimihation and
acquire.an occupation equal to that of the average woman attain
comparable income" (Treiman and Terrell 1975:192). Hudis (1977) presents
evidence that suggests that the greater returns to education and |
OCCUpaéional status occur primarily amoné black women with more labor
market experience. 6f course, the greater "re}urﬁ" to education and

occupatién among black women could be interpreted in the opposite

direction~-a black woman with one less year of education or one less

unit of occupational status 1s marginally disadvantaged more than a
comﬁarable white woman. Blacklwomen applying {or better paying Jjobs

may be more closely screened with respect to education and occupation

than are white wcmen.
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Sex Discrinination in the Labor Harket6

While racial oifferences in personal endowments such as socioeconomic
origins and qﬁality and years of schooling can be substantial-(especially
for older eohorts), wrthin racial groups, the aggregate differences between
naiea and females in these endowments are much smaller. This sngéests that
the sex differentials in economic success may be largely due to differences
in the manner in which malea and females are treated by employers in the

labor market. For example, Link, Ratledge, and Lewis (1974) estimate re-

- duced form wage equations for NLS full—time amployed younger men and women.

They found that nearly 40 percent of the wage gap bet een black and white
males was attributable rO'the lower oocioeeonomic ofigin endowments of black
youths, but that nqne\of the wage gap between young white males and females could
be atrribhtable to differential origin endowments. (The latter findiag
should not be toc surprising, since'each family of origin is about as
likely to have male offspring as female offapring.) Similar results are
presented by Kohen and Roderick (1975).

While discrimination may channel women into occupations where
they receive lower wages, have fewer opportunities for‘advancnmenr, '
and receive lower return to their human capital invertments, nzoclassical
human capital explanations for sexual differences 1in .Lualor market
experiences have also been offered. The NLS data nave been used as
evidence to support both of the'opposing views. Polachek (1976,'1977;

Mincer and Polachek 1974) has relied on the detailed labor force

experience measures in the 1967 NLS mature women data to support his

contention that sex differences in the labor market are largely due to

68exton (1977) also teviews the NLS-based studies ‘of sex discrimination
in her monograph summarizing research on woman and work.
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the intermittency of female labor force participation and the lower
post-schooling human capital investments of women. Polachek argues

- further that occupational aegregation by sex 18 a consequence of a
rational choice by women who expect to experience interruptions in.

their labcr force participation. These women chooae to enter occuLations
characterized by less atrophy —-depreciatiOn of human capital thaL
-accurs during interruptions ‘

Sande}l and Shapiro (1976) point out an apparent misspecification “[

in the g;écer and Polachek (1974) paper (concerning the treatment’of

generaldveraus specific training and the endogeneity of time spent

N ot e s

at home), and find that the human capital depreciation due to time
spent at home had been substantially overstated. Consequently, ,
according to Sandell and Shapiro, sex discrimination plays a mucn
larger'rdle in the earnings.gap, with perhaps a fourth of the gap
vattribntablefto the differential labor market experience of males and
females.

Jusenius (1976) confronts more directly the human capital
explanations of Polachek and others, specifying a wage model for NLS
mature women (1972 data) stratified into three occupational segments
according to skill level.  (Skill level was computed.frcm the

Dictionary of Occupation Titles "Specific Vorationmal Preparation"

.rating matched to three-digit census occupation codes.) She found

that the higher the skill-stratum, the higher the returns to education
and to recent and long-term eiperience. and the lower the dilsadvantage

to a woman in a female sex-typed occupation. Women in the lowest strata

7See Rosenfeld (1976) for a conceptualization and analysis from a
perspective intermediate between Polachek and Sandell and Shapiro. She
argues that intermittent experience and lower investment in human capital
interact with structural barriers that inhibit the occuvational advancement
of women,
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are disadvantaged both in human capital endowments and returns to those
. . / .
endowments. These results are presented to show that labor market

.segmeﬁtaticn as, defined by both skill level and occupational segregation

by sex results in economic disadvantage to women over and above that due
to diacontipuous labor force pa;ticipation.

While not as substantively focused as the above studies, Suter and Miller
(1973) published one of the first studies using NLS data to examiné sex
discrimination in the labor market. They c&mpare earnings functions fof
four groups:

1. NLS women aged 30+44 in 1967;

2. ’NLS "career wngnﬁ‘(worked at least six months in three-fourths -

of the years since leaving school);

3. all men aged 30—44 in the March 1967 Current Population Survey;

4. black men aged 30-44 in the March 1967 CPS.

They find that educﬁtion, océup;tional status and work experience explain
nofg variation in income for women than for men. More spécifically, there
iqfiesévvariation in income among women o% the same education, occupational
sfatus,:and expefience than there is for men who are equivalent on the same
attfibutes. Women receive lower returns to education and occupational
status, and 38 percent of the overall gap between mean income for men and
wvomen reﬁainsoafter.controlling educatién, expé?ience ané occupat}onal status.
Thgif analysis is largely'descriptive and ddes not directly address the
competing explanations of labor market outcomes for women.

lIn a replication and extension of the study by Suter and Miller,
Treim#n and Terrell (1975) compare status attainment models of education

and occupational prestige for working 30-ﬁ4 year old NLS women to
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similar models for men aged:30—44 in the 1962 Occupatioqfl Changés in a
"Generation Survey (Blau and Duncan 1$67). They find the distribution of
occupational prestige and years of schooling to be nearly fdentical fof meé
aﬁd Qomen, and the process of attaining these outcomes quite similar (except

for a tendency for attainments to be more influenced by the socioeconomic

ofigins of the parent of the same sgx). However, their research speaks
neither to the diﬁferent'qareer choices, expectations, and ésﬁirations
young men and women make while in school, nor does it address occﬁpational
segregation by sex as manifest in intra-firm authority structures and

internal labor marké&s.

Treilman and Terrell compare earnings functions for working NLS

women and their husbands. Working white wiveé earn 42 percent

as much as théir husbands, working blaék wives, 54 percent. White

working women obtain a return to years of schooling only one-fourth
ag large as their husﬁandsh and returns to occupational statusyébout
thrce—fourthslaa lérge as their husbands. If the mean attributes of -
white husbands are applied to the equation for wives, the overall earnings
gap 1s reduced by less than one-hnlf, However, they note that
much of the differential return and residual ga# could be attributable
to family contingencies aﬁd choices made within a household decision-
ﬁaking framework (the issue that has intrigued so many economists in
recent years).

When thé earnings functions of black working wives and their
husbands are compared, the differences are not nearly so large as those
detected for whiggs. Working black wives recelve nearly the same return

to education and hours usually worted as do their husbands, and actually
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“receive a alighgly higher return to occupational status. Differential endowments

-

account for only about one-third of the overall wage gap between wofking
black wives and their hugbands. Treiman and Terreil note that overall,
the'earnings functions of both black wives and husbands fall about
midway between those of white wives and the earnings funétions of

their husbands. They suggest that white wives appear to exercise the
most discretion over whether to become committed to labor markez or

family activities. White husbands are totally committed to the labor

‘market and are rewarded for their investments in human capital. Black

husbands and wives, possibly because of economic necessity, overt
discrimination, and different faﬁily decision-making processes, find
themselves in an inter;ediate position. While these are simply
speculations, they point to the interdependence of human capital
investment processes, family decision making, and demand considerations
of labor market segmentatibn, the structure of work, gnd employer:

behavior in explaining the different economic expariences of blacks

and whites, men and women in the countemporary United States.

Unionization and Labor Market Differentials

Several researchers have used NLS data to examine the impact of unions
on labor market processes. The NLS provides data on (for young and mature
men since 1969, for young women since 1970, and fo; mature women since 1971)

(1) whether earnings are set by a collective bargaining agreement; (2)

whether the respondent is a member of the union; and (3) the type of union

that negotiates the agreement. The NLS data are somewhat unique in this

regard. Many widely used surveys provide no information on unionization
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" earnings in 1969) differentials, on the order of 30 to 50 percent, are

(e.g., the Censuses and Current Population Surveys), while others simply
provide an indicator of labor union membership., Unfortunately, the NLS
data on unionization appear to be underutilized.8

Leigh (1977) took advantage of the rich NLS unionization data in order
A

S

to replicate and extend Ashenfeléer's work (1972, 1973) on unionism and

labor market discrimiﬁation against blacks. Leigh uses 1969 NLS data for
mature males to examine the effects of labor unions on racial differences
in wages and pension benefits. By estimating wage equations anc pension
coverage equations separately for black and white males, a standard decomposition

’

can be employed to assess the relative contributions of the extent of black

and white unionization (collective bargaining ccverage) and of the effects of

unioniiation among blacks an whites to racial differentials in wages and
pension coverage. Leigh found thAt industrial unions tend not to limié entry
of blacks, and they reduce the racial wage differential by about 3.5 percent.
In contrast, craft unions do appear to limit entry of blacks,_and thei; effect
is to widen the wage differential slightly.' Overall, both tyﬁes of unions
increase the probability of private pension coverage, aﬁa that advantage
is8 somewhat greater for blacks tﬁan for whites.

And;isani and Kohen (1977) use 1969 and 1971 data for mature and you;g
men to examine the effects of coflecgive bargaining coverage on wage rates,

i

unemployment, and growth in earnings. The effects OJ unionization are

I
!
I

assessed separately by race, age, :rd occupational cétegory (craftworkers,

operatives, and laborers). - Surprisingly, large net union wage (hourly

/

—-—

81n addition to the two studies discussed below, Griliches (1976)
finds a strong positive union differential for young men (see below), and
Kalachek and Raines (1977) are undertaking rescarch based on the NLS to
agsess the effects of unions on hiring standards.

b7

ey
C..



detected among yéung craftworkers, white operatiQes and laborers, and middle-
aged black operatives and laborers. Their findings provide little support
for the hyédthesis ;hat.the wage benefits of unionization are offset by
higher unemployment rates; in fact, unionized black laborers are 15 to gﬁ
.percent less likely to experience uﬁemployﬁent than are their nonunionized
counterparts. Unionized young workers experience less growth in earnings than‘
do comparable nonunionized workers. The authors speculate that the unionized
sector was more severely affecte& by the economic dowﬁturﬂ qf 1969—1571,
thus accounting for the growth differeqtial. Howevér. young unionized
workers could be receiving more on—-the-job training, resulting in flatter

- . >
éarninga profiles over the 1969-1971 period.

Shapiro (forthcoming) uses 1971 ‘data for mature men to examine the
relaéive impact“of unions upon wages within the public énd private sectors. He-
‘estimates log-hburly earnings functions separately for white collar and |
blue collar yhite wmefs and black m?n. He finds essentially no net wage

. advantage tc collective bﬁrgaining toverage within the white collar public
sector f;r men of either race. Nor do whites obtain a return to collective
bargainigg coverage within the whiué collar private sector. Blacks obtain
a vage advantagg;from employment in’the public sector (thle whites do Eét)'

a

" and the effects'of unionization in the private sector 7re greater for blacks.

)

Thus, Shapiro's réaults replicate those of others: 1less labor market dis-
crimination foward'black males in the public sector and in union;zed Jjobs.

As Shapiro notes, the assessment of ‘union effects is probably biased f

- -
-~

downward because, especially within white collar occupations, monunionized
workers are liké%y to be in better<(higher status) jobs, and detailed occupational

status is not coét:olled in thezparnings function. Similagiy, it may be -
:) .
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that unionized biggks éend blacks in the public sector ar; in higher status
jobs. Unfértunatéiy, instead of incorporating occupafional status directly
into the earnings functions, Shapiro atter:pts to control occupation by obtaining
separate estimatés for broad occupation groups.

However, there 1s a more serious préblem in assessing tne
‘effects of unionization from micro-survey data--an implicit assumption of
historical equilibrium. White collar, public sector jobs may have recently
become unioﬂized‘because of 1ow'wages, and the resulting market impact may
_not haQe reached equilibrium. In contrast, many private sector industrial
unions'may be far past that stage. In the blue‘collar private sector, we
are mpre likely to be observing wage differentials that_exist because of
unions. While earnings fuuctions incorporating this dynamic dimen;ion of
uﬁionization might be considerably more complex, they would also be more
convincing. Efforts in this direction could then exploit the longitudinal
nature of the NLS ta examine thé\effects of unionization on changes over

.
N

time in wages and other job relatedxrewards.

Libor Demand and Structural Factors—--Further Consideration.
4 : ' .

Several 'demand" or "struct§ral" perspectives are virtually absént among
research based upon the NLS. Hardly any research focused exglicitly on jéb
'coﬁfetition, queuing mechanisms for ratiqniné jobs;? screening, and signalling
processes. While screening-type hypotheses are admittedly difficult to test
(Lazear 1977c; Cain 1976), some. explicit conceptual models have been proposed

(Spence 1973; Starrett 1976), and ‘the NLS data contain considerable information

on the process whereby individuals search for and acquire jobs (at least from

9Exceptions include two largely descriptive papers on job rationing
(Furstenberg and Thrall 1975; Thrall and Furstenberg 1%75).
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the employee's side of the transaction). Nor have we -ome across any r.search
utilizing NLS data to exami.e social c'eass and economic succrss from a Marxist
perspective. Other research in this area (‘'right and Perrone 1977) has relied
upon information on an indivicdual's position in work authority hierarchies,

data not collected ir the NLS.
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IV. HUMAN CAPITAL AND STATUS ATTAINMENT MODELS

Human capital and status attainment models represent the processes
determining individual labor market success.10 Fmpirical estimation of
such models Telies almost exclusively on cross-secticnz: sccial surveys of
individuals. Human capital is a choice-theoretic approach to individual
inveatment-in productive capacities. Status- attainment models have
ty~ically focused upon the 1nfergenerational transmission of socioeconomic
8 iccess. Since the resources that vary by family background affect the
costs of and returns to human capital acquisition, both perspectives are
concerned with the generation and transmission of socloeconomic inequality.
The NLS data provide extensive information on social origins, human ;apital
acquisitions, and labor market outcomes for the f;ur cohorts of individuals.
But more importantly, the data have been collected longitudinally, and thus
are particularly suited to research on processes that develop over the
life cycle. Much of the NLS-based research that deals with racial and
sexual differentials in human capital acquisition and status.attainment
is summarized elsewhere in this report. What we discuss here by no means
campletely covers research in those areas that rely upcn the NLS.

However, it doe: include a variety of approaches to empirical research

from the two perspectives.

loWe cousider work in the sociology of educaticn that utilizes NLS

data teo be subsumed as a sub-area of status attainment models,
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Human Capital

Wallace and Ihnen (1975) use 1966 through 1969 NLS data for younger
men to analyze the length of time devoted to educational investment. They
first show that the determinants of schooling length can be derived from
the Ben—Porath (1967) 1life cycle model. However,. estimation is quite dif-
ficult. lThus the authors develop and estimate an alternative life cycle

"model based on the assumption that funds to pay.the direct costs of school-
ing cannot be borrowed but instead must be financed out of current cash
flow. They operationalize the model as follows. Socioeconomic origins
(parental education, father's occupation, family size, race, and school
quality) affect the price of acquiring schooling, since they indicate the
family's and comnunity's willingness to provide financial support; ability
(measured IQ or "knowledge of the world of work") reflects the capacity of
an 1nd1v1dual to absorb schooling. As shown by Haley (1973), initial human
capital stock is negatively related to years of schooling, since it is an
indicator of the opportunity cost of schooling. They use the concept,
introduced by Mincer (1974), of the overtaking point among experience-
earnings profiles that differ by education 1in order to estimate initial
human capital stock for individuals in their sample. They measure this
stock By_discounting (at a'rate of 25 rercent) an individual 's earnings at the
overtakihg time (assumed to occur.four years after.completing schooling).
They explain 30 percent of the variance in years of schooling completed,
with both social and economic variables having modest effects. The ‘func-
tion they estimate, and .consequently their results, are,quite'similar to
those usually obtained in status attainment models. Thélr cnélysis differc
fromtécatus attainment.though in that theirs is grounded in an explicit

1life-cycle investment model.
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Lazear (1977a) examines whether education 1s a consumption good in

itself, as well as a productivity enhancing investment. That is, his

model allows for the possibility that an increase in wealth increases

the demand for schooling, while, simultaneously, increased schooling results
in increc->d wealth., His empirical rgsults{are based on an elegantly
derived but rather comélicated set of equations estimated from information
on NLS younger men in 1966 and 1969. He finds that individuals‘obtain

less than their wealth-maximizing level of education because, as a

-

consumption good, at the margin schooling is a "bad" (except perhaps
at the highest levels of schooling). Llazear suggests this result is
consistent with the findings of others that the rate of return to invest-
ment in schooling exceeds the rate of return for investment in physical
capital. - Apart from its (perhaps controvgrsial) contribution to the
¢ongpmption aspect of the '"does schooling matter" debate, Lazear's
=fé;earch ig impressive in several respects. First, he exploits the

longitudinal nature of the data, using informaéion on schooling and wage
,lchanges between 1966 and 1969 as part of his estimation procedure. Second,
the.change variables are introduced because the; are aerived from his
fo;mal’modei;_they are not entered i; ;h ad hoc manner. Third)
not qnly is he aware of tbe strong assumpti;ns ne;essary to identi. tne
model, buf Aé evaluates the robustness of his findings with respect to
departures from those assﬁmptions; - /

In auother paper, Lazear (1977b) uses 1966 and 1968 data on NLS

younger Den to posit and test a ‘human capital éxPlanation for the lower:

wages received by students who work. According to his model, the net

15 percent disadvantage in student wage rates 1s an equalizing differential



for nore\flexible and less demanding jobs. He finds no support for
‘the propd&}tion that the wage differential is due to on-the-job eXperience
received by\gtudents, nor for the proposition that geographically limited
students bid dqwn wages ig'a glutted labor market. Lazear notes the
. . X P . .
,implication.that the opportunity cost of schooling wiil be understated if
foregone eetningé‘are eomputed from student wage rates,ll. He also suggests
that cross eectionaI estimates of the return to schooling for young workers
will be biased downward due to tﬁe—equalizing differential between 1essd
. educated drop-outs and student workers. While not as provocative as his
'other paper, this'paﬁer is notable in_that the htman capital model provides
a clear substantive rationale for exploiting the longitudinal nature of
the NLS data. ’
Griliches has done a great deal of researeﬁ on the determinants of
the labor market success of young men. Eis work is exceptional in the
care it exhibits for the endogeneity of certain right hand variables and
the interest he displays not only in the direct but also the indirect
effect; of family baekground on later labor market success. Until recentlf, -
this concern has been much more character{stic of the status attainment'
literature in sociology than in the human capital literature of economics.

Usiug 1969 young men data Griliches (1976) seeks to determine the

o

percentage increases in the wages of young men due to schooling, -family
béckground, work experienc. and ability. He uses two measures of ability,

2 : <
IQ scores and "knowledge of the world ot work" (KWW), both of which are

eeeumed to be measured with error. He views the former, available for

: llParsons (1974) also uses NLS young men's data to show that foregone
earnings understate the time cost of schooling, since "students sacrifice
leisure as well as earnings.
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only 65 percent of the respondents,\as.a wmeasure cf early ability and

the latter as a measure of late abii}ty that is unlikely to be independent
of educational at;ainment. Both struc;hral and reduced form estimates of
the determinants of (log) wages are presented as well'as 25LS estimates
wvith schooling considered endogenous. His major finding is that while
ability and family background matter very much for educational attainment,
.they add little additional explanatory power to the wage equation that
already contains education, exgerience and other explanatcry variables.

As he seys in a later paper (1977a), ". . . schooling does appear to
remain a hajor avenue for reducing systematic wage differences between

various groups in society."

Years of experience matter also, rsising
wages as much as 6 percent in the f;rst years and slowly declining afteri
ward. An even stronger determinant of wages for these young men is union
members“ip, which raises wages by 20 percent, though it must be supposed
that 1ts impact on permanent income i1g likely to te much less substantial
Kohgn (1973) estimates a similar model of labor market success using
as ﬁis}semple.the 1966 young men out of schdcl.’nﬁ;e is a three equation
recuraive model used to explain IQ, educational attainment and labor
‘market success (wages or occepational status). His madel is somewhat
veaker in that it excludes coneideratioc of work experience apd relies on
a composite index of family background. The composite does not see; well-
chosen, since its five components can be expected to have varicd effects

on tbe dependent variables (Hauser 1972). His additiOnal family backgrOund

measure of number of siblings, though, was a worthy choice for inVestigation.
/ o . ]
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Parnes and Kohen (1973) a{éo analyze the determinants and conse-
qu’ 8 of.respondents' scores‘on-the knowledge of the world of work
(KWH) test administered to the younger male cohort., They agree with
Griliches that these occuéational information scores are in pért deter-
. .
mined by educational attainment and family background variables., How-
ever, rather than interpreting KWW as a measure of general "late ability"
they see it as a proxy for knowledge of lator market conditions. Thus
they interpret the small but positive effect that KWW has in reduced form
wvage funét;pna not as a payoff to On—the—job_proddctivity but ;nstead
to skills in chuiring eﬁployment. -

Griiiches (1977a) analyzes the young men's sample again, this time
using the 1970 data and concentrating on earnings in addition to wages.
T:. &tory with respect to wages for this cohort, now ‘a year older, is sub-

stantially the same as that of his earlier paper (see above). The deter-

minants of earnings, however, can be different from those of ﬁages, since

- .

,.

the fcrmer'coptains'a'IaBor suﬁply component., 'Hajor results includé'that
net of schooling, the impact of-IQ on.earnings is even smaliet than on
wage rates; net of otherAfactors, being black:;s consisten;l&jhérmfé; to
earnings; and there is some evidence that those withnmore_edﬁcation have
greater emﬁloymen:.

In énother paper, Griliches (1977c) finds that maintaining a job
wvhile in ﬁigh school is unrelated rto family background and that work
experience seems to have no effect on subsequent wages, Anbther result
i§~th;t those who interrupted their education and then returned to school

receive on average the same return to schooling as those who pursued their

education continuously.



Grasso and Myers (1977) use a human chital approach to analyze
the labor market success of young men as of 1971. Using a variety

of models that involve four different dependent variables in linear and/or
log form and both dichotomous and c0ntinuo§s specifications of measures
fer educa*’onal attainment, they find that the rewards to eaucation and
experience are complementary’(i;e.,’they interact positively). However,

_the racial differences in the gross returns to schooling seem to be ambig-
uous and diffitult to interpret. 1In the same paéer, they compare the<early
labor market success of whites who had coﬁpleted their schooiing in 1966
with those who finished in 1969, and find that both-college graduates\'
‘and high school graduates in the later cohort suffered a decline in full-
tihe wages. What 1is unique about thelt paper is that the authors emphzsize
the hiatotical context of the labor market in'the seeond half of the )
19608. They present evidence that the Vietnam War had a large impact on the
labot markeg.behavior of those who remained civilians. College graduates
in abnotmally large numbers found lo;'pay, high status and most importantly, ’
draft-deferred jobs as school teachers, and high school graduates had
' great difficulties in securing employment thatvoffered substantial on-
-the-job training.

Scﬁobl qﬁality‘as‘a'determinant of earniags has been a focus of
intensive reaearch in the last decade."In tY?‘papers using respectively
the 196? and 1968 data on young men, Link and Ratledge (i§75a, 1975b)
find that for both races, seccandary school quality, measured as annual
district-wice per pupil school ei%enditures, has a positive effect'on earn-~

ings, even after controlling for years of education, work experience, resi-

dential location and student ability. Their studies, which extend the work
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of Johnson and Stafford (197353 suggest that the large gains to blacks in ‘
thell9608 have been due more to increases in school quality than to quan;
tity, and that the school quality margin still can be profitably exploited,
although this finding would certainly be vigorously contested by other
researchers 1nvq1ved in "The Great Schooling Debate." Indeed, Parnes and
Kohen (1973) use the data on young”men and Mott and Moore (1976) use the
data on young women to show that the effects of school quality on socio-
ecolomic success are minimal.lz
Vocational training schools increasingly have been recognized as

izportant vehicles for human capital acquisition. They are unique aﬁong
post-secondary eduéational 1gst1tutions in that almost all are private
profit—making‘g;terpr;ses, fheir courses tend tq:be sﬁort, job placement
is closely Iinked“to classroom education, and thé students they attract
.typically maintairc part-time employment while atténding. freeman £1974) .
analyzes the net private returns to vocational training for both NLS

lll; cohorts. In general he finds that the private rate of return to
' vocational ﬁraining 1s on a par with the average return to academic

tr;ining. In a more sophisticated study, Olson (1976a) takes iﬁto consid-
‘eration the simultaneous nature of the allocation of time to investment
in training and to markeﬁ wori:, and similaT conclusions are reached.

| In a study of occupational training that uses the older male sample,
Adams (1974) finds that past occupational trainihg such as partici-~
pation in company{schoolg; business and technical institutes, and the

Armed Forces had a significantly positive effect on earnings in 1966 for

both blacks and whites, even after controlling for other factors sucl as

) 128eé Olson (1976b) for another hLS-based study of the impact of
school quality on the labor market success of blacks and whites.
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educational attainment, age, health status, and job tenure. .Nexf he considers
'the.teturna_to training acquisition between 1966 and 1Q69 and finds that
those with training prior to 1966 benefitted most from tfaihing in this
period.- Training between 1966 and 1969 contributed only slightly to carn-.
ings for those without previ9us ocgupatiopal training. Since blacké'are‘q
less likely than whites to have past training, it is not surprising to .
find them underrepresented in formal occupational training programs

during niddle ége. However, caution 1s advised before coneluding that
there is little payoff to this late career hurnan capital acquisition,

since its effests on earnings may have been offsef by depreciation of

other forms of‘human.capitalf' Adams also 1nveét1 tes the employment
"effects of occupationgl training and finds-little félationship between

past training and the likelihood of current employment.

-

Soclology of Education

Probably the most thorough report pertainingvfé the séciology of
" education is by ghea and Wilkens (1972). While their paper is admittedly
"ind;ctiye and exploratory," the authors do consider a wide range of
variables dealing with the determinan;é of educational attainment and
retent;on in gchool. Among the variables most directly related to the
schooling process itself, Shea and Wilkens utilize high school type,
curricuium, expenditures per pupil, the presencé of a college in the area,
a school quality index, and extracurficular activities. They furfheg
consider such social psychological facto;a as‘edJ;ational and occupational
aspirations and exnmectations, attitudes toward school, and reported

delinquent behavior.
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In addition, Shea and Wilkens anhlyze a number of demographic and
sc. "ceconomic background variables, as.well as sqveral variables dealing
yith the labor force (participation, supply, knowledge of world of work);‘
the Zawily ‘‘amily structure and size, access to reading material), and
ecolorical factors (unempioyment rate, labor demand for nale youths). Using
a rather interesting (though perhaps ;tatiqtically dubious) algorithm
k;own as Automatic Inﬁeraction Detection Program, the authors-document
the meortanca to the atte*‘nment process of race, family structure and
size, ecouoﬁic conditions, qdality of schaoling, and education expectations.
thice&bly absent from Shea and Wilkens' analyses is any consideration
of ‘the attainment process of young women, a';ohort largely underutilized in
the NLS. In light of much recght work in the sociology of éducation! this
constitutes a significant gap in the literature. An exception
is a paper by Waite and Moore (1975), in which the authors specify
and estimate a model of educationgi attairment, incorporating the effect
of a2 young woman having an ear1§‘first birth on total years of schooling s
completed. Waite and Moore are careful:tq point out the caveats in their work.
The longitudinal nature of their study forces th;m to restrict their
sazple in such a way that many of their intergroup com, :risons must be

interpreted cautiously. Further, the lack of a childbearing'historv

for each respondent in the NLS probably results in an underestimate
of the effect of age at first birth. However, their results may be even
\
further confounded by analyzing effects on.total years of schooling rather

than post-birth schooling.
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AnothEr exception that examines the’educatiOnal attginment of.women
is a 'series of papers by Sandell (1976, .1977a, 1977c) that apply a hunan
capital approach to the demand for college and the demand for college
.qualit;. In the first of these papers, Sandell docﬁmehts "only limited
gadditional college enrollment‘associated with the existence of local
© public colleges," an important finding in that it "conflicts with widely
held'assﬁmptigns." In his more recent papers, Sandell attempts to ;lar;fy
many of the correlates and mechanisms assoc{;ted with attendance at colleges
of gféater or lesser quality. Sandell's papers are relatively comprehen-
;ive, and his findings are suggestive. While one may wish Sgndell had
exploited the longitudinal nature of the available data, and while theorists
ﬁoﬁ of a human capitalist perspective might‘quarrel withlhis explarations
for his resultS,‘Sandell's work does effectively utilize both cohorts of
young respondents,

A relatively unexploited area of the NLS data involves the effects
of the high school curriculum on earnings, an _issue of increasing interest
to sociologists of education. A notable exceptién is a study by Grasso
~ana Shea (1972). while.théy'find few robust effects of the high school
curriculum for future earnings, both the longitudinal nature of their
study and a number of potentiglly interesting interaction terms in theif
model provide some appealing insights for future research.

Educational and occupational aspirations of the young can be important
factors in thefr:eventual educational attainment and labor market success.
In models of socioeconomic attainment they can be seen as intervgning
variables that link the precursors of sucqesé (status of parents, IQ) with

future adult success (income ~nd status). Grasso and Kohen (1577)
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seek to explain the educational and occupational attaimment &spiratioms
or goals of the young men cohort who were in higﬁ school in 1966 in terms
of‘their family background, their cppacities, thelinformagion.thef Sbssess,
and fhe constraints they face. .They fiﬁd that the gross~éffects of family
background gre substaniially dimin;ahg? when proxies for the other
>concepta are introduced. On the basis of regressions that weigit %he
determinants of actual educational attainment for those in the young
men cohort who had‘completed their schooling,lthe authors analyze the
réhiism of the educational goals of those in high school. They find that
more black (two-fifths) than white (one-fifth) high school students .
had unrealist;cnlly high educational goals--that concept opeiat}onslized as
expecting a college degree wbeﬁ less than one-half year of college was
predicted. Grasso and Kohen also discover those students who appear to
have an incongruit& of educational and occupational goals. Finally,
‘taking a&vaﬁtage of later surveys, they find‘that the revision of |
aspirations is related to goal incongruity and unrealistic expectations,
evidence that goal formation is an adgptive process.

Bx;ept fof the work of Grasso and his co-authors; two impoftant
areas of the sociology of education have been underutilized iﬁ ;eséarch
based on the NLS. First, high schoo% curricular and extracurricular
neasutés have received 11ft1e attention. 4lso gréatly underutili~ed are a
number of questions pertainiﬂg,to the‘sccial psychological aspects of
. schooling, patticularlg aspiration® and expectations.

Probably the most gla;ing gap"fn th: NLS-based educational litera;ure
18 the neglect by non-CHEK resesarchers of any cohort but‘young men,
While this cohort is the most‘appropriate object of analysis for mauy

questions, the changing position of woman in both the educational and
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occupational spheres makes the neglect of the cohort of young women

particularly troublesome. Further, it is somewhat surprising that the

3

educational experiences of the two cohorts of mature respondents have

not receilved more consideration.

Status Attalinment

Fxtensive analyses of intragenerétional mobility for the NLS

vouhger and mature men are presented by Kohen (1977b, 1974) in the most

recent CHRR monograph series (Career Thresholds, Volume 6, and The Pre-

Retirement Years, Volume 4). Kohen examines mobility for younger men

from firet job after completing schooling to 1971 occupation, and mobility

fér both cohorts, from 1966 occupation to 1971 occupation. Descriptive

results of the amount of mobility among major occupational groups shows,

not surprisingiy, substantial occupational change for young men and little
‘change for older meni Kohen presents regressiun models of the likelihood
.of upward movement and of the distance of movement separately for those
vho change employers and for those who do not; results are presented;
separate.y by race. It is difficult to briefly summarize s0 much research
that 1s relevant to status attainment processes, lnternal labor markets,
racial discrimination,.and the utilizatién of human cépital over the life
cyéle. We can only suggest that these particular reports &eserve consider~
ably mofe attention and scruty . from non-CHRR users of NLS data than the
monograph series have generally receives in the past.

while much of the research using NLS datL for women 1s discussed
elsewhere in this report, two studiec have a specific focus on inter-

generational occupational mobility. Ty.ee and Treas (1974) use 1967

dats for mature women to replicate “tefr findings from other sources of
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data. They find that the marital mobility patterns of women (from
parental hzad of household's occu)ation to husband's occupation) are more
aimi?ar‘to the intergenerational occupational mobility patterns of men
than they are tc the mobility patterns of women. Men and women differ
more in their respective occupational destinations than in their destina-
tions in marriage, and "'about twice as many working women would have to
change jobs as wives would have to change husbands for‘the’two ss;es to
have the same mobility matrices" (p. 300). Rosenfeld (forthcoming) ~ses the
same data to show that mother's oecupation as well as father's occuy dtion
influences the mobility patterns of women. hhile both studies suggest
role-2o0delling and occupational segregation as\Enderlying mecnanisms,
neither arelincorparated into the analyses.

Tn addition to the paper by Kniesher (1976), discussed in an earlier
section, at least two other'studies'use NLS data to assess the intergener—
ational effects of marital instability, Freeman (undated b) examines the degree
to which NLS young men (1969 data) are disadvantaged in their educational and
labor market attainments because they were raised in families without
both parents present. The net educational disadvantage from a broken
family is about one year for whites, less than .7 for blacks. There are r
virtually no effects of broken family on accupational and economic‘success
other than those transmitted via schooling. While the effect is larger
for whites, the incidence is much greater. for blacks. Consequently,?
origin family structure accouni.s for a small proportion of black/white
diiferences in socioeronomic success.

Pope and Mueller (1976) dse 1967 NLS data on mature women, along with

four other sources of data, to examine the intergenerational transmission
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of marital instability. They detect ~ery little transm{ssion of marital
instability, and no racial differentials appear consistengly across'datn
sets. >Because of their inconclusive results, their analyses neither
confirm nor support Various'role model theories of how parental mafital
disruption ffects the later marital stability of their children.

Overall, the above summary of research seems to show that economists
have utilized the NLS data much more than have sociologists, despite the
communalities between human capital and status attainment perspectives.
For whatever reasons, these data have been u;derutilized in status

attalinment research.l3

13Sociologists seem to have more sources of data to choose from,
since many sociolopists design and conduct their own surveys. Most econo-
mists are not trained in survey design; consequently they rely more often
on the public u-e data sets available from the Census Bureau and those few
sourcea of data such as NLS and the Panel Study of Income Dynamics that
have been designed by economists., ‘



V. UONEMPLOYMENT, JOB SEPARATION AND JOB SEAPCH

The two receséions of the last seven years and the high rates of
unemployment éxperienced in times of high aggregate demand %ave sﬁimulated
a great deal of research about the nature of that unemployment and 1its
relation to unemployment benefit levels. It is sometimes suggested that
the higher "full employment" levels of unemployment of the 1970s as
compared to the previous‘two decades are in part due to liberal benefit
‘policies. ‘Fhrenberg and Oaxaca (1976) test that proposition and also
analyze whether there is any reiationahip between unemployment duration
and subsequent wages attained oﬁ becoming employed. T£e authors separately -
snalyze “he uneLployment experiences of all four‘NLS cohorts. Their
study is uniqﬁe in that their sample of unemployed workers is not res;ricted
solely to those who are covered by unemployment insurance (Welch 1977).

For all four cohorts the authors find that unemployment benefit levels

are positively reiﬁted to the dura@ion of unemployment; However, for the
‘'older male and female cohort theyfé@sd find that longef durations of
unemployment pay off to these worke;s in the form of subsequent wage gains;
No wage gain eff;cta were found for the.t§0'younger cohorts, but it.is
possible that such gains could be disguised in the form of greater on-the-
job training. -

GCrasso (1977c) explores the reasomn for the job éeparatibns that the
young men cohort experienced between 1970 and 1971. Job separations are
clarsified as either (1) involuntary, (2) voluﬂfary with firm knowledge

of source of next employment, or (3) voluntary but no next job lined up.
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He shows that the probability of;each type of separation is related fo race,
marital status, education, experience and current Job tenure. For example,
married men are more likely than single men to know the source of their
next job when they separate. Ié appears that blacks obtain less employﬁent
. stabilify for the same amount of job te;ure than whites, although the
analysis i1s hampered by a relatively small number of observations.
In addftion, Grasso uses Job separations rather thhﬁ individuals as the
unit; of analysis in order to relate both the probability and duratigs
of ‘'unemployment to the variables above and in order to see if behavior aftér
separation 18 consistent with human capital explanations of joﬁ search and
job turmover.

Kohen' (1977a) presents a preliminary analysis that suggests that
the probability of a voluntary quit of first post-school job bylyoung men
.1§) Geteris paribus, inversely related to fhe wage rate for that job. 1In
addition, controlling for other factors, blacks seem to have higher turm-
ove£ rates,

Somers and Warlick (1975) use the young male sample to evaluate the
usefulness of the manpower programs in which some of the;e men participated.
Evaluation of manpower programs 1s plagued by the problem of identifying
the appropriate referenc; group. A dange; in program evaluation is the
attribution of participants' later success to the program itcelf when a
strong possibility exists that tnese men may have entered the program with
the gkills, attitudés and other characteristics that were responsible
for their post—prégrnm wage and occupational attainment. Aware of these
pitfalls, their paper nevertheless promotes a cautious optimism about the

value of manpower programs to those who complete them.
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Another study of the labor market problems of youth is by Egge et al.
(1970). They attempt to evaluate the effect of changes in the minimum wage
law on the employment opportunities available to young men, but preoent
no research strategy capable of answefing their question.

Little research using the NLS data has been devoted to studying the
-unemployment expe:icnce of women. Female unemployment rates are more
difficult.to eatimaoe with precision since their magnifudea can be
disguised by their more frequent entry’into and exit from the labor force.
Sandell (1977b) and Furstenberg and Thrall (1975) presént two exploratory
'attemptc to come to grips with this issue. In addition, Shea (19723
presents the frequency and duration of unemployment of young women by the
occupation of their last job in order to provide the basis for a discussion
of the extent of the problem and the necessity of a manpower policy solution.

A completely different kind of unemployment research has been under—
taken by Rhodes and Fleisher (1977). - In their paper, Rhodes and Fleisher
present a methodology that they suggest will help resolve the widely
conflicting time series and c}oss gectional estimates of the number of
discouraged workers. Their study takes as a starting point the family
labor supply model. The authors use probit tecnniquea to hondle the
sinultaneity of houae;old decisions and sample oelectivity in lak-
force participation.

Middle-aged men are at a life-stageé in which they.typicolly huve
acquired large amounts of specific training. Thus their mobility pE:)
frequently very low, and job separations can be career threatening. Two

studies of job separations among'the older male cohort are by Purnes and

6 qQ

- >
L



Nestel (1974b) and by Parnes and King (undated). 1In the first study,
Pammes and.ﬂeapel find that the propensity to change jobs, as measured
by hypothetical questions about the wage requirements neeaed to induce
a move, is greater for tnose with little job tenure, those in thé younger
ages in tte sample, und these not covered by private pension pians. In
eddition, both the propensity to move and the frequency of voluﬁtary joﬁ
separations were greater in the p~riod 1966-1969 when aggregate unemployment
ratee were low than between 1969-1971 when economic conditions were much worse. ’
Parnes and Neatel also find that voluntary movers were likely to enjoy
subsequent wage gfrowth over the next severa; years that was on a par with
atayera.y In contrast, those who were 1nvoluntarily sepavnted from thedr
Jobe ex-:7iove !l muck less subsequent wage growth.

Puinee .01 King take a cloagr look at involuntary job separations.
They -ihoovs2 .» their sammle men in the older cohort who lad at.least
S ye e uf fi:; tenure by 1966 a;d who were permanently separated from that
jo‘ 1 the 1966-1971 period. Agricultural workers'and construction workers
vere ex .luded from the sample. The men remaining comprised 99 nbservations
or slightly less than & pe':ént of the population. Four-fifthsg of
théaé men had been fired 0T peaanently l:.0 ~Ff from the longest job
they had ever held. These %3 m~n had disiributions of personal character-
isticy such ds age, 1cr, educational attainment, and job tenure that
virtually matched tha population:distriﬁhkions. "It appears that éhé
risk of displacement ‘rom a job after reasona@ly long tenure 1is surprisingly
. insensitive tc conventional measures of human capital and to the particuinr

occupations in +hi:h men are employed" (p. 8).
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Net ao murprisingly, the authors find that these men would subsequently
exp:ri«nce iess occupational attainment and smaller earnings thqﬁ_those
who ww#re not chosen for job seﬁarafion. In addition, these men we;e more
1iksiy to feel that they had experienced age discrimination, and they.had
a freiter sense of powerléssnesa about their lives, as measured by the
LAY 4 10 I~E>test, than a matcﬁed control pqpulation.

‘the sampi¢'of men that Parneeiand King describe qbove is a small part
of the t;tsl +umber of men in-the-older cohort who experienced sgme unemp loy-
meut betlwien 1966 a;d 1971. Over 60 percent of these men Yho exéerienced
some uresi:ioyment in this period experienced no change 6f employers.

It is this faét and similar figures from other surveys which show that
Yreniporary" layoffs are a significant portion of measured unemployment.
For this reason, Feldstein (1975) suggestsxthat search-thecretic explana-
tions for. the béhavior’of the unemployed afp misconceived. Similarly, a
'money 1llusion explanation for the qtqtistiéal Phillips cuwive I8 also
wi;:guided aidCe workers return to their jobs not because they are fooled
about the real wage rate they are being cfferéd, but because cbg job again
has become avatlable. That the }ehire rate_is\so great is a reflection.
of the great impo;tance of fifm-specific training in our economy.
———Feldstein presents provocative "facts" ard calls for a rethinkiﬁg aboﬁt
iabor market operations. While he presents no alternative theory himsgelf,
much of vhat he says 1s consistent with the job queue vision_of the

" labor market suggested by Thurow (1975) and dther wwonbmists critical

of the neoclassical perspective. ’

I~ genefai, we find a real need for more research on the unemployment,

job separation, and job search experiences of these fodr cohorts. Vhat little
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that has been accomplished on theae'topice:haa been done primarily by
CHRR reaearcﬁers. While good data 6n job separation and unemployment
exist fg} all four cohorts, we suspecf that the general lack of attention
by outside researchers to these experiences is due, at least in part,

to a lack ofvmethodology capable of evaluating the matching and unmatching

of jobs to people.




- VI. SOCIAL PSYCJOLOGICAL FACTORS

The NLS contains data on a variety of social psychological variables
that plausibly influence an individual's labor market experience.
These include job’satisfaction, loc?s of control, work attitudes, and
a Qariety of measures of aspirationg\and expecfations. In a croés—sectional
analysis of the labor force participation of mature women, Knutson and
Schreiner (1975) examine the effects of women's attitudes toward work
and husbands' attitudes toward wives workihg, Husbands' attitudes were
coded "1" if the wife indicated he liked the idea; "0" 1f the woman
vas single or indicated that her husband didn't\Egre; and "-1" 1£ she
tndicated that he disliked the idea. For women's attitude toward work,
' the authors used, surprisingly, a proxy which was set equal to one if the
woman was a réaident of a large city at age 15.
Using a dichotomous m2asure of labor force pafticipation (LFP) as
their dependent variable, the authors demonstrate that eéch of their
attitudinal measures exerts significant negative effects on LFP, net of
' measures of'social status, residence, work experience, family income,
and education. They provide no explanation for these results, which
is somevhat surprising in that the resuits are not necessnrily what one
would expect a priori. Their measure of husband's attitudes is unnecessarily
restrictive in that it imposes equal and opposite effects on female labor
force participation for n;nneutral preferences of husbands. Further, they
give no theoreticglljuetification for their proxy for women's work attitude.
While Knutson and Schreiner do identify & number of important determinants
of LFP, they treat their attitudinal measures as being of only pceripheral

importance.



Bould. (1977) utili;és the measure .of the husband's attitude toward
his wife working irn a cross-racial comparison of the wife's contriﬁution
to family income. She finds that "The husband's attitude 1s a key
difference in the response of black and white wives,' in that black
husbands were found to be much more favorable to their wive's employment
than were white husbands. She further demonstrates that this attitudinal
. measure ié an imp&rtant exogenous variable in a model explaining women's
income contribution, and that it operates dissimilarly for whites and
blacks. More generally, Bould'interprets her results as a refutation
of Moynihan's thesis of the matriafchal family structure among blacks.

The role of work attitudes has also been cousidered by‘Mangeﬁ éundated),
who analyzes the factors leading to ehrly vetirement among memn. 'Specifically,
Mangen 1is inierested in what he conéeptualized as "work cogmitment," |
wvhich was coded as a dumm& variable for the respouse to a questign of
. working without financial need. He also incorporates into his éodel
measures of.both intrinsic and extrinsic work dissatisfaction. -

Mangen stratifies his sample into men with ana without working
wives, and uses correlationul and multipie regression analysis. While

the effect of these v: _atles on LFP is seldom rotust, Mangenfs analysis
does provide support feo the iﬁportance of their inclusion 1nfthe |
.Bpeéificatién of models of decision—making;

Drawing on a aubsabble cf 98 men who withdrew from the labor force
between 1966 and 1967, Parnes a.d Meyef (1971) find no ccmpelling evidence
suggeéting that "unfavorable attitudes toward wcrk or job constitute
a substantial explanation for . . . withdrawal from the labor force."

Despite the small éample size and relatively eimple nature oflthe statistical
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analysisg, this finding is an interesting one. 1In a somewhat similar
analysis, Parnes and‘Nestel (1971) conduct a thorough longitudinal

stgdj examining the effects of a varietf of attitudinal variables on

the retirement exﬁectations of middle-aged men. They find these
variables to be in many cases important noneconomic determinants of early
retirement.

Parnes and Spita (1969a; 1969b) use a‘dicﬁotomous measure of
job satisfaction as an exogenous variable to explain thé propensify of
older and yo&nger workers to change jobs. Using descriptivg crosstabular
techniques, the authors demonstrate the expected resu;t that "men who
say they'like their jobs are less likely fo be mobile than those who express
lesser degrees of satisfaction."’ :

All of the studies discussed thus far have used sbcial psychological
measures as explanatory variables; other analysts have been concerned
Ivith assessing them as dependent variables. Nicholson and Roderick (1973)
.use multiple classification analysis on fhe 1968 cohort of young women
to analy:e the determinants of‘job satisfaction. In addition to docunenting
the importance of race, education, marital status, and convgnience
of job location as determinants of Jjob satiitaction, they fiﬁd that the
occupational exﬁectations of a young woman signi?icantly influence
hér degree of satisfaction with her job.

Andrisani and Nestel (1976) use a variety of sociai psychological
variables in a longitudigal analyéis of mature mer. The authors are
uairly concerned with the NLS measure of internal-external control, both
as an exogenous and as au endogenous variable..lin addition, they are
concernea with the role of -jab satisfaction, changes in Job satisfaction,

and perceived financial progress.
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As the authors note, "In the framework of Rotter's social }éarning
theory, internal-external locus of control refers to the degree of
control to which an iﬂdividual perceives success apd'failure as being

contingent upon peréoﬁal initiative.'" Using this conceptualization and
regression analysis, Andrisani and Nestel demonstrate that internal-
external control béth 1nf1ueﬁces success in the world of work and is in
‘:urn 1nf1ugnced by this success.

Another study concerned with the Rofter Intérnal—External locus
of control scale is conducted by Bould (1977). Bould 'restricts her
eample to mature women never married or living apart from their spouse,
vho are nonfarm residents, énd who have at least one child under age
18. Her basic hypothesis 1s that the source as well as the amount
of income which these women received %?dld,affegt their sense of
personal fate control. '

On the basis of her regression results, Bould concludes that:"poor
vomen and wvomen who must depend upon AFDC, child suéport, and other,
stigmatizing or unstaﬁle sources of income feel less able to’ plan for
their lives."” While onelmight wish Bould had more.fully specified
socioeconomic background, her results‘do suggest certain policy
implications,

.A_study which draws fairly hcavily on the available social paychological
data in the NLS 1s by Shea and Wilkens (1972).h The authors are

.éoncernéd with, among other things, the effects of educational and

occupational aspirations and expertations on educational attainment

and retention. They find these variables to be crucial to the educational
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” process, and in fact "educational expectations emerged as the strongest
predictor of entrance by high school seniors te college in,1§67."
ﬁhile their study is limited to the'%ohort of young men, it shcceséfuliy
ex?licates the importance of theée gsocial and psychological mechanisms
" in the atZ:inment process.
Ir a longitudinal analysis of the cohort of youné women, Waité and
Moore (1977) incorp;rate measures of parent-teacher help and parents'
educational goéls into t;ei; model of educational attainment. .Whilg
these measures a;e not the focus of their work, ﬁaite and Moore do
. obtain highly significant effecta .of these variablesi nef ofrreapondent'e
age at her first yirfhi family background, and social and deﬁographié
traits. '
In sum, most oé the soéial psychological measures cpntained-in the
NLS have been extensively Etilized. Powever only a minérity of those
studies employing éociaI pscthlogicax/fariabies use theﬁ as tﬁeir focusr
of analysis. The major emphasis seems to be on the role that these
variables play 1£'labor marke:ﬂpbenpmena in conjunction with‘variables.

of d;fferegt types. A possibility for future reses:ch projects .would be

a more in-depth aaﬁlysis of the*social psychologica. variables per se.

14Paul J. Andrisani (1976b, 1977a, 1977b) and his colleagues
(Aridrisani and Abeles 1976, Andrisani et al. 1977, Andrisani and Miljus
1977) have recently completed a series of reports of job satisfaction
and locus of control among all four®'cohorts of NLS respor.ients.. L
Unfortunately, we received these papers: too late, to sunmarize and evalute
them for this report. Andrisani et al. (1977) contains the most compre-
hensive treatment of their research. )




VII. AGING

As Parnes et al. (1968) remark in the’: . ntroduction to the first

volume of The Pre-Retirement Years, '"meu oot -« *a the ages of 45 and 64

cocscitute an intriguing group for a labor warket s-udy." Indeed, the
NLS cohort of mature men does contain a great deal of information
pertaining to the work experience of these men. Of particular importance
to’ the life cycle of this cohort 1s the ecxperience of aging.

Thig volume exhaustively crnsiders a vast range of variables applicable
to this cohort. While the volume is clearly too extensive to be
coneidered in depth here, the authors are basically concerned with
explaining variation in the dependent variables of labor force
participation, unemployment, and mobility through explanatory variables
under the general headings of formative influences, skills, health
and physical conditior, labor market information, marital and family
characteristics, financial characteristics, attitudinal variables,
and environmental variables. While the statistical techniques are
basizally limited to simple cross-tabular analyses, the volume does
allowv a reasonably comprehensive overvliew of the data.

Volumes 2 and 23 of this monograph series beg}n to exploit the
longitudinal nature of the data. In Volume 2 (1970), Parnes et al.
discuss the changes that have been occurring in selected personal

characteristics of the respondents, in their lebor force and employment

status, ana In their jobs. Again, the statisticel . -~alysis consists
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almost exclusively of :rosafnabulations. Nevertheless, the authors do
comment on the gsubstantial degree of stability among middle-aged men,
and note the crucial importance of both health and race to men's labor
market position.

In Volume 3 (1972), Parnes et al. bacically continue this line of
analysis, describing changes that have been taxing place in the cohort.
Volume 4 (1974) also presents descriptive_accounts of the magnitude
and direction of the changes that have‘been occurring in the data, but
further offers a number of substantively oriented papers dealing with
the work lives of middle-aged men. While gos;\of these papers have
either already been discussed or will be discus;éd below, it is worth
noting that this volume makes an important contribution to a fuller
exploitation of the NLS data.

‘In addition to the papers included-in the m..ograph series, several
other studies on issues pertaining to aging have been conducted. In
a thorough study of the retirement expectations of middle-aged men,
Parnes and Nestel (1971) hypothesize that four sets of factors will
{nfluence the age at which a man expects to retire from his regular
job: .1) financial need; (2) financial resources in the
absence of work; (3) ability to work; and (4) economic and noneconomic
rewvards in continuing to work. Their analysis 1s conducted on the
1966 and 1967 cohorts of mature men.

‘Using both bivariate and multivariate techniques, Parmes and Nestel
conclude that both e~onomic and noneconomic factors are important in
conditioni~g voluntary retirement. While their focus on the expe;tation

of early retirement does not allow them to assess the role of compulsory




retirement, the authors do cffectively identify éorrelates of early
retirement in such diverse areas as labor force experience, job
clasaification, demographic characteristics, educational characteristics,
the presencé of a penéiop, the respondent's assets, family vaglnhles,
hgalth conditions, and social psychologlical varlables.

In a somewhat similar plece of research, Parnes andlMeyer (1971)
address the question of the process of‘labor force withdrawal. To do
this, thej draw 6 subsample of 90 men who withdrew from the labor force
(for whatever reason) between 1966 and 1967. Despite the small sample
size and a reliance on bivariate relationships, Parnes and Meyer
document many plausible determinants in this type of change of labor
force status. They especially emphasize the 1mpoftance of poor health as
a factor a:fecting labor force withdrawal. This is a pérticularly
important finding in that the data used to determine this are longifudinal
and hence not subject to the problems of retrospective questions,

traditionally a serious limitat@on/in the. measurement of health related

( :
wvartiables. N N

In an interesting regression analysis fgéﬁsiqg on power in families,
Mangen (undated) specifies his dependent veriable ;; reducti. . in hours
of labor force participation among mature men. As he define: 1t,

"It is a dummy variable--coded one 1f the respondent decreased his hours
of labor forcehparticipation by 1000 or more from 1967 anil 1971,

and zero if he decreased slightly, maintained his existing rat<, or

increased his participation.”
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.paaically. Mangeu is concérnéd‘with the outcomes df a familial
decision mak%ng process on equy retirement, To do this he estimates
a sefies of models regréE;ZQg reduction in LFP on a vector of 20
different variables from the areas of bases of familial power (husband;s
income, wtfe's income} husband's occupational status, wife's occupational' %
status, husband's education, wife's education, proportion of total family
income provided by husband, proportio; of total tamily prestige provided
by husband, proportion of total family education provided by husband);
other family resource% andlcha;acteristics (toral family. income, total
net family assets, number of dependents); individual characteristics
(busbqnd's ege, wife's age, race of husband); and occupational characteristics-
(work cohngttment, intrinsic dissatisfaction with the job, extrinsic
dissatisfaction with the job, health limitatiqns related to the

- occupation, availabilify'of p;nsion income supplemental to Social Security).

~On the basis of hia models, Mangen pursuasively argues for "the utility
of conceptualizing retirement as a familial decision making proceas."”

Another important aséect of aging is the question of health. In
- cross-aectional‘study comparing the earnings and labor market .activity
of healthy and disabled men aged 45 to 54, Davis (197éa. 1972b) asks
the following twn qQuestions:’ fDo men with 'hgalth problems; have lower
anﬁual-éarnings'than’heaithy men? If so, to what extent are they the resulfy
of lower hourly wage rates and tc what ;xtent are they the result of fewer
hours worked?" JDavia' results suggest that-poor health negatively affects
annual earnings through both total hours worked and houriy rates.of pay.

Dav*nﬂ'analysis is Ymportant in that it is one of the few which focuses
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“n the NLS health data, but he neglects to control for either back&round
ot job-relateé variables. (A recent study of health and labor market
experience by Anﬂrieani (1977¢) wés recelved toé late for inclusion in
this report.)

As the papers gummarized sbove illustrate, studies that use the older
male cohort and explicitly focus on tneir economic Experiénces'as they
approach retirement have been conducted almost exclusively by CHRR
researchers. An eqcouraging exception is Munnell (1976), who .is interested
in estimating the impact of social security and private pahsioﬁ coverage
on gersonalfeavings in the pre—reti?ément years. Her empirical work is
based on the Ando—Modigliani (1263) médel which posits that annual savings
i8 a function of assets, current and expected income, and life egpectanéy.
Munnell uses this model to estimate the determinants of annual savings of

enployed male heads of households in two separate periods, 1966-1969 and

1969-1971. 1In these intervals, expected pension benefit levels and expected

social security béﬁefit levels are unavailable from the data. To circumvent
this problem, Munnell tries t§o different approaches to the estimation of

the impacts ¢f unmeasured expected benéfit levels oﬂ pefsonal savings.
Inuone‘model-shc uses dichotomous dummy variables for thé-presence ox abégpce
" of each kind of benefit. In another she assumes that expected private pension
benefits are propo;tional to earnings and that expected social security

be: J are proporticnal to earn{ngs up to a ceiling ($6600 o£ $7800) .

Some specifications also included socioeconomic variablgs such as race,‘
‘education, attitudes toward inher{tanze and self*empibyﬁgnt as additional
explanatory variables. In general, her results.ghow‘that both private
.pension éq&erage and social security coverage reduce personal savings,

with the latter, perhaps due to‘its greater certainty, having the stronger

Pl

) iimpact. a3 - éfty_ .
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The impact of private pensions and social security on personal .
savings is #n important public poliby issue because private savings
adjustments, - these kinde of benefits have important implications for

the growth of L.: ~tonomy's supply of cspital. Munngll's results suggest

that while social »:-. ity has & negative impact on the aggregate supply
of capital, privsr. ,».s‘wﬂlplane. on net, do not, since they are savings
~ smgelves apd gt tiw tz .- jearsonal savings at move than dollar for

Caalter. gcwever; - study can casily be repiicated using leter surveys
‘nf she older male cohert, #ud auch s’réplication would allev for 8 moré
1igorour specificetion of the lile eycle mavings model. Dummies or proxies
fa3 expected benefits would 2 unnecessary since the 1971 and 1976 ‘surveys
of the older male cohort contain questions about expected levels of private
and féderal retirement benefits as well as questions abnut levels of
reduced benafits if.an early retiremeant option 1; exercised. Thus it should
be iutereatiné vo see 1f Munnell's conclusi-ns are confirmed for later survey
yesrs. |

We expecind to-find a greater utilization ~f the older cohort by social
scienca investigators than we Jdid. While there have been some studies of
‘1abor supply andylabor derund using surveys of this cohort, thé determinants
of the retirement decisiin and the scOpevof financial planting among these
oldef men are mot well-scudi~zd | This is ;onewhat 3ﬁrprisiug since the
surveys of ol ‘er males contain a wealtﬁ of .data on the social and‘psychplogical
aspects of aging us well as detailed income and asset data. Given that
older cohorts a;e 8 sigﬁiiiran& mﬁd incréasing nercentage of our population
and that this relative growth is raising m;ny golicy issues relaging to

mandatory retiremsn’ :nd income security, we expect that non-CHRR researchers

will make greater use of these data sets in the future.
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VIII. METHODOLOGICAL RESEARCH USING NLS DATA

NLS data have been used in the exposition of recently developed
teckniques for assessing the effgcts of subsample selectiviy bias in -
estimating models of labor market process2s. A problem encountered in
the 2stination of labor supply and ware equections for women i that no
vage is observed for nonworking women. Heckman {1974b, 19?6; see also
197455 develops a p;ocedure that allows estimation of an equation for
the probability that a woman works, her labor supply furn«tion, (offijgd)
wage functiwn; and asking wage for a woman wuo doe: not work. He
estimices a model for white, rarried-spouse presenh NLS mature women
(1967 drta) and corares his results to conventional estimates.basedion
the subsample of w;rking womer. The lati=r estimates in the 1974 paper
appear to understate the effect of young children on labor supply (asking
wage) a.d also undérstate ‘he effects of experience and schoal%ng on (offered)
wagee . The mbre recent pdper corrects results -for a coding error in the
original :aa! sis and uses some alternative estimation techniques.v'The wage

*- equation is only minima11§ affected by sample selectivity, but the supply
equation appears t be“greatly affected by it. (Cogan (1915) uses ‘the same
data to exteri the compar!sns . to two other t.chniques, Tobit and an OLS
tecénique for'imp;tiqg v.ges for nobworking women. )

The procedure 3r.troduced by Heckman can be generalized to any
situation where the probability of subsample selection depends on a
parametric function of individual attributes exceeding a threshold value
aﬁd where the endogenous variable of interest cannot be observed for

-~

{ndividusis not in.the subsample. Heckman's version of the procedure
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involves two steps. First, a probit equation for the probability of
selection into the subsample is estimated, and for éach observation, a
single selectivity bias parameter is estimated.' Sgcond. the function for
the endogenous variable is estimated with the estimated adjustment
parameter included amoﬁg the right-hand variables.

Pligatein-an&‘Wolf (1977) apply Heckman's technique to the same NLS .
data in order to éxamine whether accounting for selection into the sub-
population of working women alters‘the finding' that occupétional attaimment
equations of men and womeﬂ.are_ﬁuite similar. They hypétheSige that
women who do not work cannot find jobs comgensurate with théir training and
background, and consequently ignoring those women ignores a part of the
process of-attainmént that differs for‘men and women. Howe@ef. they find
that subsgmpie selection had only minimal effects. | “

Griliches, Hall, and Hausman (1977) apply Heckman's ;ech:ique and
variations of it to problems of missing data and subsample selection over

_time in the NLS data for young men. First, they examine whether there
is aignificant.nonrandomness in the distribution of missing IQ data among
about 35 percent of the cases in 1966. Their first equat%on represents
the likelihood of IQ data pfesen; as a function of education, social
origins, race, and "knowledge of'the world of work." Their second
equation represents IQ as a linear functio: of a similar set of va;iableg.
They - compare estimates for the IQ Pq:a:ion from OLS on the "good data"
subsample vifh estimates from Heckman's two stgpjggbcedur? and with
_estimates frog direct maxim'm likélihood'égtimation of the two equations.
.The results show little bi:- due to selection on tve "good ‘data’ subsample.

They then compare coefficients in an earnings function under three alterna-
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t.ves for replucing missing IQ with its predicted wvalue (using OLS,
Heckma~, and ML‘predictionlestimntec). They detect no differences
resulting from the way missing data are filled in. Accounting for non-
random missing data ylelds results that differ 1little from treating the
incidence of missing data as random, despite obvious systematic sources

of missing IQ iuformatiom.

iheir second applic;tion examines bias in a cross-sectional earnings

function due to selection into and out of the sample of earners not in
school full-time, separatel} for each year from 1966 to 1371 and for 1973.
Their first equation expresses tﬂe li¥elihood of being in thg sample

as a funcéj:n of age, sEhooling, race, ability, father's ochpational
status, and several control variables. Probit estimates show that in

the earlier years, t;ose with more schooling and ability, and younger

men, wvere Jess likely to be in thé sample. Thus, schooling appears to
dominate selectiium.put pf the sample in earlier years. By 1971 however,
s-hooling, ab!lity, and age have much smaller effects, reflecting‘the fact
. ti.at nchdnterviews and gissing data dom;nate seleccion out of the sample..
Applying Heckman's technique to the wage thation, they find that in the
eatligr years, 1966 through 1970; selectivity bias 1in the schgoling
coefficient is positiQe, {.e., returns are overstated, while in i97l

and 1973 returns to educstion are understated when selectivity blas 1s
ignored. They note that their analysis is limited by their dichotimization
of "in" versus "out" of the sample when there are in fact qualitatively
different reasons for being "out." They suggest incorporating multiple

. seiectivity outcomes into the probit equation as an important area for

future elaboraticn.
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Their third application ecxtends the technique to a three equation
model designed to eliminate both selectivity and simultaneit bias. Examining
the school versus work decision and a wage function for higﬁipchoel
graduates in 1973, they note that education cannot be considered predeter-
mined in Ofie wage equation, since yeai. of schooling depends on past and
present decisions to work. Thelir first two, equations specify the likelihood
of being out of school and yeers of scﬂooliTg to be functions of a%e,
military experience, race, social originms, #nd ability. The wage
equation includes schooling, ability, age, race, and several control .

" yariables. The simultaneity arises because of a correlation between the
disturbances of the schooling and wage equations (and a correlation of
each disturbance with that of the "out of school" equation). They compare
four sets of estimates of the wage equation: (1) OLS; (2) two equation ML,
correcting for selection bilas only; (3) 3SLS, correcting for simultaneity
bias only; and (4} three equation ML, allowing for both selectivity and
simultaneity. The results are striking. Correcting for both sources of
bias approximately doubles the return to schooling, increases the return
to military experience, and reduces to insignificance the mnet returm to
ability. Thus, it appears that naive OLS estimates for wage equatiocns
of young ren are substantially affected by ignoring those who choose to
stay in scnool or return to school after military experience. Considering
the azount of reoearch done on human capitai investments of young men
and women, these findings cu selectivity bilas deserv. serious study.

Response errors in reports of socioeconomic and labor market
qharacteristics can bias estimates of ccefficients for structural
equation models. Borus and Nestel'(1971, 1973) examine the .quality of

gons' reports of their fathers' occupational status and educational
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attainment for about 1000 father-son pairs that occur in the young
men and mature men data due to multiple-respondent households. They find
& substantial correlation between reports of fathers and sons, .95 for father's

education and .89 for father's occupational status. , Estimates for
reg;esaions of fathers' reports on sons' reports and demqgraphic_charac—
teristics seem to indicate that there may exist some systematic discrepancies
between the two reports.15 However, the findings are gf limited utility

for two reasons. First, there is no explicit measurementi.pdél underlying
their statistical analysis. Presumably reportépgf both fathers and sons

may be subject to random and nonrandom response errors, and 1t is difficuit

to tell how each of these types of errors affects the regression results.

Second, they use the current occupation of the.father, while much of the

research using the NLS data relies on retrospcctive reports of parental
characteristics when the respondent was 14 years old.

Miller (1977) compares occupational mobility over a five-year pgﬁiod as
measured.in panel data for the NLS mature ten ard women with retrospectively
measured#}ive—year mobility in the 1970 Census for comparable age groups.

Though her analysis is largely descriptive, it seems to show that the

~

patterns of mobility are the same in the panel and retrospective assessments,

though.the panel cdata shows the amopfit of mobility to be consideratly
i Q :

greater. She suggests that there may be sources of‘bias working in

I
opposite directions, random response error at two éoints in time that

&
yields an overstatement in the panel data, and correlated response error

o

15Evidence on the qualitvy of "proxy" responses is also presented in
Career Thresholds, Vol. 1. It is suggested there that measures of labor
force participation and unemployment among yeouth differ according to
vhether the information is provided by a household spokesperson (as in the
Current Population Survey) or from the youth himself (as in the NLS).
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‘between the concurrent and retrospective report that yields an understate-
ment in mobility in the Cenauqxdata.

The iapera summarizeh above deal with the quality of measuvement in
spelific variables. Other papers that assess the quality of specif;c
meesures are by Kohen and Breinich (1975) on the "knowledge of world of work"
items and by Parnes aﬁd Spitz (1969b) on the hypothetical job offer items.
What we have not seen 18 any comprehensive review of the reliability of the
mogt importaqt measureé'and those used most often. Such a report would
provide a valuable resource to users of the NLS data.

Another important approach to data quality is to directly incorporate

the structure of response error into substantive models. The papers by

Chamberlain and Grili;hes (1974, 1976; also Griliches 1977b) use this
approach in two ways. First, they incorporate measured IQ and "knowledge
of wvorld of work” into their models #s fallible indicators of unobserved
latent ability, where each inaicator has certain unique relationships'

to schooling and social origins. Second, by modelling the similarity
between brdthers. they can account fér unmeasured, qnobsefvable aspects
of social origins that affect socioeconomic succ2ss. This atiﬁtegy

of using multiﬁle measures of latent .variables has been underufilized

in research using NLS data, especiallyvgiveﬁ the number of variables for
wvhich extensive information 1s obtained from multiple items administered
to the same respondent, and the responses obtained for the same items from

different persons in multiple-respondeni households.
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. IX. UTILIZATION OF fHE NLS DATA

flearly, the longitudinal nature c¢i the NLS data needs to be more
fully exploited. The longitudinal aspect has not been overlooked for lack.
of approprlate substantive conceptualization; life-cycle and davelop-
mental perspectives are central to econom’~, soclological and psychslqgical
.theories of iqdividﬁal labor market behavior. Rather we seem to lacg (or
be unsware of) the appropriate methodolcgies to anglyze pénel data. Perhaps
ve have become too égmfortable inéerp;etihg'éross-sectional_diffeteﬁces

among individuals as confirmation of longitudinal processes. An obvious

example 1s the interpretation we give to the differences in economic -

success among in&ividuala with different amounts of labor market experience.
Hopefully, the current availability of NLS data with observations at as
manf a8 seven points in time, COugﬂed w&th the increased sophistication
: }

of structural equation representations of our theories, will provide the
incentng for #he application of longitudinal ;nalyses.

0f course, utiliz;tion of specific variableé depends on the
eubsthptive context of the analysis. For example, given the analyticaily
.powe;ful human capital perspective, information on schooling, ability,
expérience and wages goes a long wvay. As we have noted above, human zapital
models have been expanded to incorporate training other than schooling,
labor market information, and socioeconomic origins, and they have been
empirically tested with NLS data. Similarly, variables relevant to

family decision making have been well exploited in studies of household

laﬁor supply. Surprisingly though, detailed information quite relevant to
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contemporary economic and sociological theories of labor market behavior
has been virtualiy ignored. We have seen no analysees that use the
expanded information on health available for all c~horts beginning in
1971, yet physical heelth (and 1ts change over time) would seem to be a
crucial factor in determining the deoreciation of humen capital. Nor
have we seen any anslysis of determinants of individual or household
demand for health care.

The direct financial costs (as opposed to opportunity zosts) of
achooling would seem to be quite relevant to human capital and status
attainment mcdels of economic success. The nature of humen capital often
precludes financing investments from usual sources such as hanking |
institutions (since banks cannot repossess human capital). Thus education is
often financed out of current family income or assets, and individuals will
differ inytheir ability to finance schoolinx, especialiy beyond high
school. While this has provided a justification for including social
or}gins in schooling and wage equations, direct information from NLS

data for younger cohorts on tuition, financial aid, and source of funds

has been overlooked. Unfortunately, data were not collected cr the amount - .

of financial assistance from parents. only whether or nof they ' -ov‘ded

any.

-

Little reoearch using NLS data has been done outside CHRR on aging
e8’a developmental process, despite the longitudinal information on
attitudes, assets; health, social gacurity, and pension income. Other items

that have received little attentton are future job plans (except for
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younger women) and the detailed information on financial assets.

The foﬁfdcohorts were selected because it was anticipated that each
.would have unique labor market problems in the 1960s and 1970s. While
the extensfve analyses conducted by the CHRR staff provide insights into
the history of the four cohorts, there has been virtually no analysis
of the social demography of the four cohorts from the perspective of other
researchers. It appears™ that the social policy concerns that shaped the
design of the NLS surveys have failed to motivate other academicians to
1ntegrate'thoée concefns with itheir own research interests. Indeed,
mény of the neglected content areas seem to reflect the substartive and
policy concerns of CHRR-as sold to the funding agencies, and vice versa.
He agree that these areas have important implications for manpower and
other socfal policy issues. Unfortunately, social scientists working
wvithin specific and well-developed research paradigms may not have the
insigbt, incentive, or even abilitly to incorporate thosé areas into

their own empirical research.

16Furthermoré, we have not come across a single analysis of the mature
women data that uses the item, collected from 1967 through 1972, whether
the family purchased a garbage disposal in the previous year (and whether
it was new or used).
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X. THE NLS DATA--SOME NEGLECTED CONSIDERATIONS

As noted above; straightforward analysis of .issues in labor demand
ufilizing social survey data on individuals is often difficult. This
certainlywapplies to the NLS data. Information on Job ‘characteristics
aﬁd the work setting is required in order to examine how individuals
get access to jobs and then move up within fi?m job ladders and authority
hierarchies. While explicating just what data should be obtained from
individuals is problematic, the NLS data does seem particularly deficient
in certain respects. Longitudiﬁal data on promotions, supervisory respon-
sibilities, !ob autonomy, and decision-mak;ng capacities would certaiply
render some predictions of dual or segmented labor market theory‘empirically
tes;able.v Furthermore, such data might allow an empirical assessment of
the degree to which gccupational segregation by sex 1= attribﬁtable to
individual occupatioﬁal choice as opposed to employér and/or employee
Qecisions. | |

Even in research areas that are well-defined and adequately covered by
the NLS, some questionnaire items are at variance with corresponding
substantive‘concepts. A particularly important example is the assessment
of labor market experience. General labor market exﬁerience prior to the
initial éurve; ig assessed only for the cohort of mature women, and that
measure has some undesirable properties. Fespondents reported the number
of years in which they'ﬁoiked Qt least six—montﬁs. If total weeks b6f
experience is the appropriate indicator, then the NLS item will tend to

have errors that are positively correlated with true experience. For
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example, wd!ag;who consistegtly work betwcen 27 and 51 weeks will have
their experienﬁe overstated (aincé they.will be.atributed a full year

of experience), while those who consistently Qork between 1 and 25 weeks
per year will have theirs understated (since they will be atttibuted

zero weeks of experience). Although the implications are not as serioﬁs,
the measure of employer-specific experience (job tenure) of first job
after completing schooling'fof mature women is measured differently

according to marital status and presence of children, and is measured
17

differently from that obtaineé for the other three cohorts.
Several measures of social origins might have been better assessed
had they been asked differently.' Occupation of father (or head‘of house-
hold) when respondent was 14 or 15 years 0ld was essessed with the single
item: "vhat kind of work was your father doing . . ." instead of the
standard five-part Census‘item. Further, occupation and education of
respondent's mother was not assessed at all for mature men.
While it has been neglected in the past, it is encouraging to see
that' both the designers and users of the NLS are becoming increasingly
;ensitive to problems of sample selection bias. It 1s our underst;nding
that screening for the new NLS cohorts may attempl to identify males that
wvere omitted from the original youth sample because they Qére not in the
civilian.noninstitufional population, who were, for éxample, in the military.

Yet it 1s surprising that so little attention has been paid to the impact

17For young men and women and mature men, tenure at first job is- for

the first job after schooling that was held tor at least one month. For
never-married mature women with no children it is first job held at least
six months. For ever-married mature women and never-married mature women
with children, 1t is not assessed.
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of thévVietnam war on the younger maleAcohort. KQhen and Shieldé (1977)
ate‘the only researchers who ﬁave investigated the determinants of partici-
pation in the military. More importﬁnt to general research.considerations,
however, is the impact of the war on the labor market behavior of those
who remai...d in the civilian population. It can be expected that those
who faced the likelihood of compulsory future military service exhibited

8 different rate of time prgference from those who did not. The behavior
of each group with respect tc schooling, on-the-job training, and other
labor market choices should reflect this difference. 'Of those researchers
using the data on the yourger men, Olson (1976a) and Madden (forthecoming)
are the only investigators who have taken this point into explicit

consideration.
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XI. FUTURE RESFARCH WITH TiE NLS

What will be the research issues of the 1980s? There are two related
aspeéts to the answer: substantive issues and policy issues.  One of the
most important substantive issues for the 1980s, in our view, is the family.
Research addressing the developing social forces affecting the family requires
a greester understanding of its internal decision-making processes with
respect to labor supply, allocation of resour.es, composition and dissolu-
fion. Related policy issues are public assistance, child care, and educa-
tional.policy.

Another important substantive .issue 1s institutional constraints
on the demand for labor. Occupational segregation and labor market
discrimination by race and sex, and the matching of individuals to jobs
are still only vaguelx uﬂderstood by social scientists. Related policy
issues are affirmative action, corporate promotion policies, unemployment,
and the creation of public sector jobs.

Underlying the issues noted above are the social demography of
successive cohorts over time, technological éﬁange, aﬁd the institutional
regponses to these de;elopments. The National Longitudinal Surveys of
labor market experienée provide vital information on ail of these 1ssues,
as shown in this review of research based largely on just the first five
years of panel data.

It would be presumptuous of us tc prescribe the research that our
colleagues should undertﬁke in the next dedﬁde. However, we have tried to
provide some cohereﬁce to an extenéive body of research, and we would hope

that the unifying themes be kept in mind as each of us goes on to pursue
39
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his or her next technical reporf. Finally, we would like to see social
scientists give greater consideration to adopting the NLS in their
empirical research. Data processing problems of CHRR and the Census Bureau
that were characteristic of the early stages of the surveys seem to have
been overcome. Those problems have contributed to a reluctance of many
ao§1a1 sclentists to utilize the NLS dafaa It is our impression that

pabt data processing problems have given the NLS an undeserved "bad rap"
among many sociologists and economists. We hope this report contributes

to alleviating that reputation.
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