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ABSTRACT

This study examined the earnings and wage rate
differentials between Pederal government and private sector wvorkers
in 1960 and 1970 to consider the comparability of these workers and
the application of the Comparability Doctrine in Federal pay policy
during that period. Two types of earnings and vage rate eguations
vere estimated by ordinary least squares for all Federal and all
private vorkers and eight race-sex groups of Federal and private
workers. The data came from the 1960 and 1970 Public Use Samples.
Ronald Oaxaca's technique for analyzing dif”erentials was employed to
decompose the estimated differentials into a part attributable to
differences in characteristics between the two types of workers and a
part ascribed to economic rent paid to Pederal workers. These results
indicated that Federal earnings and vage rates exceeded private in
both years for every group examined. The largest proportion of the
differentials, over 70 percent in most cases, for most race-sex
groups consisted of economic rent paid to Federal workers. It vas

concluded that the source of this is the Pederal career employees

system. It wvas recommended that the number of applicaants at each
Feceral:.job level be weighted in considerations of Federal pay
raises, (The document concludes with eight pages of a selected
bibliography and an appendix of the means of variables.) (Author)
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Tharatore, insight into

tha affacts of the entire governmant sester on our nanpowar
can be gained by focusing attention on the
role of the Federal government -as an employar

Tnis subject will be considered in this *p hasis through
tna study of earnings and wage differentials between Federal
goveramant and private sector workers in 1950 and 1970,
Before commencing such a study, an understanding of thas in-
stitutional framework for wage determination in tha Federal
government and a review of the relevant literature on wage

diffar2ntials is valuable. These topics will be considarad

in detail in Chapters II and III.

v2ges for Federal civilian employees are defined by

saveral diviarant statutory systems depanding on occupaticn

ard/or governmant ageacy of employment. Although tha beliaf

that Federal workers should racoive wages comparable te
tnose paid in the private sac+or has prava1laa for ovar a
century, detailed reform in the viage systems to achieva tha
goel of equal pay for equal Tevel of work was not enacted
until the 1559°'s.

Through a series of laws, a nrocedure

was specified for each of the pay systems by which average

: I, 15
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Several questisas arise Trom this policy of comparadbii-
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ity. It is dmportan: to detarnine whether private pay ratss
Pay rates in 1560 and whather th2 two be-
came comparable in 1970 as the policymakers have maintained.

Tha goal of this nolicy was to attain pay ratss which are

b

comparadle &t the same Teval of work in both sactors. Thare-
Tore, another quastion which arisas is whather viorkers of
comﬁarab1e productivity receive comparable pay in beoth
sactors.  The answer to this quesiion has implications for
the validity of tha government's definition of comparatility
and of the strusture of jts pay systems.

In order to study th 5¢ questions, the annual earnings:

and estimates of the hou 1j wages of Fadevral and privata
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9 nined. Separate earnings and waga
-equations are astimated for each sector. In addftion, fod-
eral and private workers are each\divided into whites, non-
wnites, males, females, white males, white females, non

wnite males, and non-white females. Two types of earnings
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fnoeddilion, occunational variasles. Jitiarences in tha
reiurns o aducaticn and sparience and ia tha a¥facts of
PROTIGTRARION By vace and by sax ara ramined for sha diT 0~
et grouns far bath of the squations.
The gross difiorantials (the difTerencas batysan tha
Wans of 2arnings and of wage rates) batwaen Faderail and -

private workers for 2ach of these subdivisions can then pe -

dag

uposed into a por ica atiributabie to difrarencas in

s
("

productivity and a par+1on wiich remains for comparable

Werkars, The tecaniqua employad to maXe this decomposition

e

is that used by Oaxaca and by Malkiel and Malkiel in

cf
‘D

ir

cr

studies of sax discrimiration. The modai underlying tk

L§1]

estimetad wage and earnings eguations and the technique
for decomposing the differentiails are discussed in detajl
in Chapter IV. The equations and diffarentials astimated

all Federal end private workers in 1960 and 3970 as
T

A bt

wall as t}ose estimatod for the eight sub- -groups of Fedapral
and private workers (whites, non-whitas, males, fenales,

wihite males, uhite females, noa-whnite nales, and non-white -«

females) in both years are examined in Chapters V and %1.

The implications of these results for tha Comparability

AT T
'

Doctrine and the Fedaral pay systems are considerad ther

*

and in Chapter VII.
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INSTITUTIONAL DASKGROUND

Ty ™ NP S LA L \ N S sl
LHATOYN RS 07 The Fadural severamIne are g\:n’ undar

PAaass SpsLirs ronrasesnt tha Jacal artzEIL 87 tne prinzinies
cuvarining Fadaval pay policies. In the Jast dacads Q sig-

icant cRang: was made in Fedopral pay policy with the
enactient into law of the Comparabi ity Doctrine which main-
tainad that Federal and private workers at tne same level

oFf work sheuld raceive comparable pay. The exact pr;cedures
for instituting this policy varied among the different sta-
tutory pay systems. Bafore considaring the ra2sults of this

policy, a brief review of the principles of the major DAy

systems and of the proceduras for. applying the Comaarability

Doctrine is essantial.

Federal Pay Systems

Federal civilian employeas are paid under several dif-
ferent systems. IN‘1973, 45 per cent of all Federal civilian
enployaas vere paid uader ths General Schadule. This system
classifios jobs by occupation and level of Work into 423 job
series and 18 grades. The pay scales agblv uniform}v throuah-

ut different geographic regions and are fixed by law. Most
white-collar Federal civilian employees (clerical, tech-
nical, career professional, and adninistrative) énd pro-
tective employeas are includad under this systea. In 1973,

22.3 per cent of Federal civilijan employees were blue-collar

.. 19
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VRO avre paid undir tha Jodees] Uage System of tha Cive,
Srevice Commission.  Thady PR Tanes ane set Lo conforn with
PaLE3 padd to pravate employees ia tho sono iocality iy
Torming sinmiiar Tuncuiions, TR patisan? s Eodulaes of the
Latead Status Pastal Savvico coveras 24,7 par cantd of 3%
Fedaral civilian amsloyees in 7973 Salaries dapend on
duties periommad.,  Tha 1870 Postal Reorganization Aot author-
ized the!

2iPostal Service to set the pay of postal euplovees
vibichk 1t usually does by nagotiation with employse organiza-

tions {(union or other). Mest Pestal Seyvice emdloyeas ar

1M

ne Postal Service Schadule which has 27 Tevels

of responsibility aad ¢ifficulty. The remaining employass,

-~ ]

Wiho Were under the Ga2neral Schadule Pay systen in the old
Pos: Qffice Denariment, are now under the Postmaster and
Supervisor Schedule. Special pay plans covaprad 7 per cent
of all Faderal civilian empioyeas in 1973. Croups unde;
such pay plans includa the Central Inteiiigenca Agency, tha
Tennessaa Yalley Futhority, the Atomic Enargy Comnission,
tine Foreign Service, top officials in the executive kranch,

and others.]

Fringa Eenafits

Federal civilian employeas also receive such fringa
benefits as annual Teave, sick leave, holidays, health bane-
fits, life insurance, injury gompensation, retirement, un-
employment ccmpensation, and severance pay. Annual lazve

varies with the number of years spent in the Federal sarvice
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aRxE tealyae JRAPTE, {E 45 tyen ty days & yoary and afttar
FiJtoes yoares, 1t is twenty-six days a year. Sick leave

15 Lhivesen days a vaap, In addition, thera are nina

'S, Thore arn *Kipty-six plans under the vo]uﬂuh.j

-

aderal Emnicyess Waalth b anefits program which i admin-
isternd by the Civii Service Commission. Tha goveramant's
sharve -0f tho tota] Peaniun was 38 per cent in 1260 and was
reiscd to this again_in 1946, By 1969, however, the govern-
meit's shara had droppad‘to 27 per cent.3 Lifa insurance
and accidental death and dismemberment inéurance are avail-
able to Federal eirplovees without taking a physical exanm-
ination. Tha a,oart is usually at least $2,000, more than
tha employee's ann ua1 base pay. The employee pays two-
thirds o7 the premium for this amount of insurance and the
government pays the remaining one-third, The emp]oyee'may
al

7y

¢ purchase aa additional 310,000, of insurance through
payroll deductions but he pays the full premium. The
goverianant supplies injury cempensation and death benafits

for amployees who suffer thase in the performance of their

The retiremant system for rederal emplcyees has hean
in oparation since tha twenties but nas been troudbied for
a long tire with a huge unfundad Tiability and the pros-

ability of eventyal pankruptcy due to insufficient govarn-

ment contributions. However, legislation was enacted in

.. 21
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65 servyj he may choose either to have his nonay ra-

suraed to him oor lssve it in tha Tund and vrec2ive an annuity
veginning at sixty-two. If the employea becomes disabled
after five or more years of service, he may retire and ,
receive an annuity immediate aly. Retirement benefits are
based on the highast average salary earned during any
thrae consecutive years of government service. For ex-
amp}a, a Federal employse with tirty years of servica

may retire at age Fifty-five and raceive 56 1/4 per cent
of the highest average salary he earned during any thfee
consacutive years o¥ his career.0 Survivor annuities zare
also paid to qualifying spouses and children of rederai
ernployeas. Ther2 is also a cost-of-living annuity incraase
based on the Consumar Price Index.’

Unemployment compensation similar %o wnat 21igibia

private employeas receive is also available to Fedaral em-

ployces who have Teft the Federal service through layoffs

“or terminated appointments. The conditions for thisoua- . ..o
employmant insurance ara those set by the state in which
they work. Severance pay is provided for Federal emplovaes

viho are ineligible for immediate retirement benefits byt

. k2
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principle Lihiasd thesa Fodarald pay systoms. Of the Four

»

principlas that have bean suggested -~ ability to pay,

L4

cest of living, productivity, comparability of wages -- it

appears that the comparability principle hus become the

guiding one in Faderal vage determ%nation.g Thisuﬁffncip]e
has had a long history in the legislation of Federal wage
aetermination. This can be traced*tq an 1862 law in which
Congrass instructed the Secretary of Navy to set wages of
blue-collae workers so that they would conform "with those
of private establishments in the immediate vicinity."lo
Tnis is the oriain of the vwage determination process for
Federal Yace Systen emdloyees describad above. However,
until the Tate 1960's, pay rates for the sama blua~collar
jobs.varied significantly among different Fedaral agencios
since eacn agency set pay ratas for its own enployaas,

Each agency used somewhat different Job definitions and
different surveys of pay rates of comparable private sactor

Jobs which were statistically iavalid. The difrerentials

for sinilar bluea-collar jobs in the sape vicinity in 2iffer-

ent Federal agencies wera as nuch as sixty-vour cents par

hour in 1964.11 ap important step in eliminating such

PREEN

.. 23
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vidad that blua-collar woviers pavforning the sanqe

2 S locality should reczive tho sans pey regardiass

-
N>

07 whatl Foderal agsney omploys them.

r This naw system

‘d

-t

blue-csllar Johs ba avaltesad

o
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LWL provided that Foedara

fr

.

end runked ©n @ coitnon basis and that tha comparison uieh
private soaior ratas be pods using survays of statistically
vaiid sanpies salected by tihe Bureau of Labor Statistics.13
“ In order to make tie Cocordinatad Federa) Ylage Systen
vorkable, the nunber of wage areas Tor comparison was ro-
duced to 152 rfrom 330 and the nunber of job Qrading stand-~
ards Trom 1,300 to 200. Approximately one-third of the
Wage areas ware surveyad in the fipst survays ordared in
July 1958 and the enployees then were covered by the new
system. Surveys of the remaining two-thirds of the wage
ereas vere scheduled to be completed in f1sca1 1979. ]4‘1The
eitire set of job grading standards was schaduled to b
completed by fiscal 1972. Although this system did rot
Permit union negotiation on pay or strikes, 1% did recog-
nize Fedaral employee unicns and did invite thair partici-~
pation in other aspects of ihe pay-setting ;pr'oceuss.]5 The
Coordinated Federal vdage System was replaced in 1972
the Federal Wacge Syvstem. This system also provided uniform
practices for setting rates of pay for Federal enployaas
which would b2 equal across agencies in the same local

vWage area and comparable to those paid to private employees
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Y oohe Burean o7 Lator Stutistics and several taylines are
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scnzuulad pay rates.

Legal racognition of the comparadility principle for

other civilian empinyees of the Federal gavarament can

i g

in

the early 1060's. " In 1962, after studiss nad been made{

of the relationship betwean Federal govaranent and private
sactor satarices, Congrass and President Kennady agreed

that a wage diffarential betwaen the Federal governmant

and the private szctor should not exist and action should

be taken in ordar that "federal Pay rates b2 comnarable

wWith pri#ate enterdirise pay rates Tor the same leve] of
work,"17 The Fedaral Salary Raform Act of 1862, the Fed- S

&«

*

eral Pay Acts of 1967, and Federal Pay Comparability Act
of 1570 were passed in order to achieve this goal. The
Federdl Salary Reform Act of 1962 was dirocted toward
making th2 salaries of Federal white-collar uo~”nr° con-
parable with private sector salaries for the sape Tevels

of work. Consequantly, it covered the Tollowing salary
systems: the Postal Field Service, the Geperal Schedule,
and the salary systems for dentists, physicians, and nursas

in the Da2partment of iledicine and Surgery of the Vetaran's

.. 25
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"PATCY Suryey

o

The Fadaral Salavy Reform Act of 1951 authorizas the

OFfice of Managemant and Budget and the Civil Service
Commission to make a report comparing Federal with nrivate
sector salaries on the basis of information found in the
National Survey of Professiéna], Mdministrative, Technical,
and Clerical Pay ~- the "PATC" survey -- conducted by the
Bureau of Labor Statistics. This survey contains informa-
tion on seventy-nine jobs in thirteen of the First Tifteen
General Schedule work levels: Fifty COncérning*profession-
al and administrative work, five supervisory clerical work,
fifteen clerical work, and nine technica! work. Thesa in-
ciuda seventuen of the rougﬁ]y 430 occupations the General
Schedule covers. The jobs included in the "PATC® survey
must meet the following criteria: the work must be basic-
ally the same in the private and Federal sectors; the job-
nmust be important in numbers in both sectors; it must be
surveyab}e by the job-matching method; it must be coveredA~
by a publishad Civil Service Commission classification
standard; and, in the private sector, it must be pfesent
across industry Tines.20 This survey has baen constantly

.. b

-



ERraDiTity princinle for Fodaral wiite-coilar workars.

fewavar, it is ifmportant ‘o fote that jts coverage is

"hased o0 Bureal of tha Budget and Civil Service intarprata-
tron oF Suvernnont pay pﬂ?icy.“ZI The raferance date for

oy s Mavch.  (Prior to 1972, it was June.,) It
cevers all gzogranhical areas of the United States except
Alaska and Hawaii. (Priov to 1985, it excluded non-natro-~
politen ar2as.) it includas establishments with a minimun
O0F 50 to 250 emplcyees, depending on the industry. The
indusiries coverad are: manufacturins; transportation,
cemmunication, electric, gas, and sanitation services;

wholasale trade; retail trade; financa, insurance, anpd real

estate; enginearing and architectural services; and com-
merci

ally cperated rasearch, development, and testing 1ab-
oratories,?2?

fhe "PATC" survey, then, provides the information
necessary for the Salary Survay Liason Committee (composead
of mémbers of the Office of Hanagament and Budget and the
Civil Sarvice Commission) to.make a comparison of Fodapal
and private sector salaries. Ip orcer to make this cop-
parison, an arithmatic average is taken of all private
"sector pay rates at each grade, giving cqual waight to

all jobs surveyed at each grade. However, the Federa]
Salary Reform Act of 19%2 also required that "pay disting-
tions shall be maintained in keeping with work and periorn-

ance distinctions,"23 and these arithmetic averagas do not

1., &7



By administrative action, workers in cap tain sagments

oV the private seoctop (a1l industriss in agricultura, for-
estries, and fisheries; ni N33 and contract construction;

cartain industrizs 1in transportation and services; and

establishments balow minimum size, which varies according

Lo industry) and, by law, state and local governnent

enployzes were excluded from the "PATC® survey in the be-
lief th#t their numbers of white-collar workers were too
small to sariously affect nationalﬂ§$]ary estimates and
"their pay determination did not result from free play over
bargaining tables and other salary-determining processas."2%
In addition, employces of non-proiit organizations were ex-
cluded by administrative action in the belief that thase
organizations did not confor: with the definition of the
private sector. The General Accounting Office has estimated
that, as a result of these exc]usions,~the "PATC" survey
covers just over ona2-fourth of the total twénty-one million
non-Federaliwhite~collar employees, excluding the self-

employed. These workers are categorized in Table 1.
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lHon-fadoral White-Collar LINIoyRES

miilions par cand
Enplayeas in sstodlishrents |
WITRIA LhR survey univarse 7.2 25.7
twpioyaas in establisheants
uithin the scope but haiow
the oinimum siza of the suryay 7.2 25.7
Employees in establishments |
in excluded industries 4.9 - 17.5
Erployeas in nen-nrofit
organizations 2.5 8.0
Empioyees in state and local | |
governments 6.2 22.1
Source: Comptroller General of the United States, U. §.

Geperal Accounting C¥fice, Report to Congress, Im-
provemenis Needed in the Survey of Non-Federal —
saiaries Used as a Basis tor hGJusting redera)l
dataries, B-167266 (washington, D.C.: U. S. Gen-
eral Accounting Office, May 11, 1973), n. 27.

3

2

=1
3

The GAD has recom

-
-

(4]

dad that the exclusions made im the
"PATC" survey should bz eliminated as much as possible on
the grounds thet
(1) the sigaificant growth rates of the oxcluded segments
have mude them major competitors with the Government in
the various labor markats and (2) the rising importance
of labor-managament bargaining in salary d=termination
procasses for State and local governmant employees
kas riade their salary rates reflect various factogg
which sinilarly affect pay in private enterprise.
In its study of the “"PATC" survey, the GAO0 also found that
the survey was not representative of the Federal jobs at
certain levels. The survey data for four GS levels was

criticized'specifically. At GS-5, the GAO found that the
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survay ifucluded & sueiler oropourtion of -clerical jobs =ad .
notarger preportieon of college-hive-type Jobs than are
Found in the Fedoeral soctor. This would give the cuwevas
Tadta IR en recora SCCL0Y. 1 N3S Wil g iva @ Sl Ju,J
average at G35-5 an upward bias. Siwmilavly, at 65-7 and 6S-9,
Lhe suvvey included 2 saller proporition of journayman jobs

and a farger preoportion oF devaiopmental positions than

<

are found in the Federal sactor. This would give the sup-
vey everages at GS-7 and GS-9 an upward bias also. At
GS$-15, only three jobs were included =-- attorney, anginaer,
and chemist. Approximately 24 per cent of the Federal work-
ers at GS-15 wer2 represented by these threa positions which
turned out to be among the highest paié at that level in the
private sactor. Therefore, the survey at this level would
also be upward biased. In crder to correct these preblems,
the GAO recommended that the suryey be expanded at each o€
these levels to more adequately reflect the -range of work
and responsibilities found at each of these levels in the

Federal government.26

Comparability Payline

Tna comparability payline is fitted to a scatter dia-
gram of the avarage private pay rates. The payline actually
used in computing the comparable Federal pay rates is a

compromise between the payline giving the best fit to the

‘Qcatter diagram of private pay rates and the payline provid-:

ing uniform percentage differentials in Federal pay between
adjacent grades. The Official payline which has been used

to construct salary schedules since 1967 is a compromise,

[.. 30
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than, betu2an the Uniforn Lina and the Nassimbann Linz.

TIOn3 Be in hosnipyg wizh work Jdistiacticns by P”C/ldx“ﬁ

cation Acth of 1523, According to the classi¥icationg syston,
tne ¢lerical and technician grades from GS-1 through 685-19
cover approximately equal work intervals while the pro-
fessional grades, beginning at 65-5, cover -work intervals
approximately doubie the siie of the clerical grades. The
Uniform Linz was derived fronm the averages of private
secior pay ratas using the rormula: ¥y = abX; where yh =
the salary to be derived for each grade, %g¥ = the salary
rate to Le derived for each base grada, "“b" = one plus the
intergrade differential, and "x" = the nunber of work inter-
vals between the base grade and the grade fqr vihich tha
saiary rate is being derived.?’

flowevar, when this line is fitted to the private sector
Pay averiges, there are sevare disadvantages in tha resulc-
ing Faderal comparability pay rates. Aﬁthough the Uniform
Line provides the raguired uniforn percent?qa differantials

and pay rates conpurabla to tna private sector aver ages,

‘the pay rates darived for the upper and lower grades are un-

desirable. At GS-5, which is a colleg2 recruitmant grade,
the Uniform Line lies 24 per cent below the private sector

V;;)r“

averages for professional and administrative jobs surveved
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disadvaniage in reovaiting colloece graduates. Hovisver, this

voy data fov this lavel neied adbove. The ratas tha Uni Forrn
Line provides for £3-16, 65-17, and S-18, on the o%thar hand
ire too high to be consistent with prasant ‘pulicy regarading

tne retetionshin bSeivisen Conuressional salaries and those

-

7,

of palitical exacutives.?8
In order to resolve the difficulties concerning tne pay

ractes the Uniform Line provides for the upper and 10;5;

gradas, the Nassimbene Line was suggestad. This line is of

the form: y = abX.7 (where y, a, b, and x are defined as

above). This, tnen, makes the :ntercrade ditferentials

ct

he

upper grades. However, while this payline did briﬁg rates

Targar among the lower grades and dacreasing through

at G3-5 closer to “"comparable" private sector averages, tha
differences in intergrade diferentials wera $O great that
they ware no longer in keeping with work distinctions.29

In ordar to reconcile these differences, tha Official
Line was daveloned. Lika the Nassimbane Line, the O0fFicial
Line provides tor larger differentials among the lower
gradas and then grédua]ly decreasing differentials. How-
ever, the maximum dif%erence between adjacent intergrade
differentials is 2.1 per cent between the GS- 1/GS-3 and
GS-3/GS-5 divferentials (es oppo,ed to 8.2 per cent under

the ﬂassimbenq Line) and this decreases .2 per cent at each
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wiile keaping th: sare patiern for the remaining difrerenticl
the payline can be made stozper or flatter, 30 |

At present, then, the OFficial Line is usaed to construs
a comparability schadule for Faderal pPay rates, The rates
derived from the payline bacome the fourth within-grade
rates of the General Schedule. Under the General Schedule,
there are 10 rates within each salary grade. The maximun
rate for each grade is 30 per cent higher than the minimunm
rate and each increase within grade is 3-1/3 per cent of
the mininum rate. These within-grade rates can be computed
from the fourth within-grade rate derived from tha payline,
Tne pay rates for the other salary systems coverad by :he
Comparability Doctrine are computed by identifying key
gradas in each system with grades under the Genaeral Schadule.
Once thase comparable pay rates are determined, thay ara -
reportad to the President who then sends the raport to ‘
Congress with apprepriate recommendations. Congress may |

then act on thase recommendations or take any action i+ -

'chooses.37

Application of the Comparability Doctrine
Since enactment of the Comparabi]fty Doctrine in 1962,

several laws have authorizad pay increases to achieve this

[~ 33 BEST COPY AVAILABLE
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sRCLor pay at,u8-1 and €5-2).  Tae average G3p was 11 par
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cant.  Privais sacvur salarios rosa A2 per can: baiwazn

1952 and 1570 while Federal government salaries rose 538
per cent. Thus, the data indicated that tha averaga gan
between private sactor and Federal government salaries Was
only 6 per cent in 1970 and nad disappeared six months
after that,32 Hoviaver, io determine whether these con-
clusions were accurate, in early 1972 tha General Accounting
Office began a detailed (and still uncompleted) study of <he
application of the Federal government's pay setting systen,
The first of a saries of reports concarning the design and
conduct of the "PATC" survey was published in May 1973.
Future reports will deal with the use of this survey in ad-
Justing white-collar rates and the structure of the Federal
pay systems.33

The GAO's criticisms of the survey and it ts recemmenda-
tions to expand occupational coverage at cert2in levels and
to make tho aamp.e wore representativa viere noted abova.
In its. camgggﬁson of average private and Federal rates
after comparab1l1ty adjustments had been made in 1962 and
‘1372, ths GAJe;ound that gaps remainad between Federal and

& o private rates. Although all the differentials had narrowad

substantially over the decade, at GS-1 and GS-2, Federal

. s " BEST COPY AVAILABLE
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anpcoxiantely & and 12 peyr cons rospeciively). At 65-3,
2daral rates also exceeced private
ey y S A B W oy . y de TR ; ALY - Ty gy ay - ) I | E : -V -
Patat while private vates yaps highar at tho remaining six

Fak & ks I . - oy P b3 . Ty . ) Falkad ! . - T
G5 Tavals., The dovictions for thase tapn G3 levels panged

quacias oF the "DATOR Survay maxes the validity of thase
conparisons Ques:ionab1a,34 Therefore, the question o<
whather full comparability batwszen private sector and reder-
al governmant pay rates has been achieved is still unre-
solved.

It fs importent to note in assessing the Comparability
Doctrina that, as presently enacted, it only refers to
comparable pay rates for the same level of work, not necess-
arily for the came job. Horeover, Federal pay rates must
maintain differeatials in keeping with work distinctions.
Therefcre, the comparability was intendaed to be approximate
only and deviations ware expected for certain industries,
occupations, and geographic areas.39 Howsver, the basic
goals of the comparabiiity policy ware, in Presidant Kennady's
vords, to

assurc ecquity for the Fedaral employee with his equals
throughout the national economy -~ enable tha Govern-
ment to compete fairly with private firms for qualified
personnel =-- and provide at last @ logjical and factual
standgrd for setting Federal salaries.d
If this policy has been successful, workers who are compar-
able in their personal and productive Characterisyics siould
receive comparable bay. In order to examina this question,
. BEST COPY AVAILABLE
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hougi the Dureau
vays comparing pirivate sector and Fedaral governmant expend-
itures on fringe benefits, these are not used in datermin-

ing comparable Federal pay rates. Fringa benafits were

not considered necessary in the comparison because a suryey
in 1962 indicated that they were egual in the private sactor
and the Federal government at approximately 25 per cent in |

eaca. Howaver, this was no longer the case by 197C when

fringe benefits in ‘the Federal government ware 27.8 per cent
while they were 25.5 per cent in the private sector. Great-

er expenditures on paid leave and retirement by th2 Federal
governmant (11.6 per cent of Federal 5pployee compensation
as opposed to 8.8 par cent in the pr#vate sector) were the
most imporfant reasons for this development. Although
private expenditures on insurance, health bengfits, un-
employment compansation, anq bonuses which were unrelated
ot0 production were greater in the private sector, they did
not oifset the larger paid leave and ratirement benefits
enjoyed by Faderal workers.37w Similarly, the comparison

between private sector and Federal government workars does
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nat consider diviurzaces in non-pecuniary benefite Such as

LS worked, stability of emsloyment, and intenss ty of worl
’
é.‘.' F ;.\; > L »

Evaduation of ths Cownarability Dectrina
Therofore, in es52s3ing the affectivaness oV the appli-

caticn oF the Conmparability Doctrine, it is nacessary to

consicar sevaral questions. One is whether the comparison

0¥ pay rates 15 ar accurate one. Do tha inadaquacies of

the "PATC" survey affect this comparison? As noted above,
the comparison is made only on the basis of Sa1ary and ig-
noves fringe benafits and non-pecuniary benefits such as
hours worked and stability of employment. Should the com-
narability principle take these factors into consideration?
These questions can be answered through an examination of
the earnings and wage rate differentials between Federal
and private workars observed in a data source independent

of the "PATC* survey.

Summary and Conc1u§jons

The Comparability Doctrine has been in effect for Fed-
eral blue-collar workers for more than one hundred years
and For otner Federal civiiian employees for more thaqften
years. Sophisticated statistical procedures have baen
developed in order to implement tha two policies of obtaia-
fng comparahle pay by level of work for Federa) viorkers
while waintaining proper pay distinctions between adjacen:

grades of Federal workers. With the growing size of the

BEST COPY AVAILABLE
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Fudesdl guverntonl oy oen wpdhyers 165 jnergasziagly ine
purtant to oundarstand the irnlications ng tnis policy Tor
weployoes, simloyars, and the overal) peeany and to sggns:
3 Succaan,

FReT LRy mlermats point of view, tha Cornacability

DO hviae 33 a0 aundint o mal g whiseh seona . ot SR
LIToviase 33 an anitalie VLIS WIS assures nim that ke

ceive in the privata sagtor. Fropm tho eapioysr's point of
view, payment of a comparable wage assures Lthe employer
that he will ba ghle to keep the number of employees he
wants. In the private sector, theory talls us thet it the
employer pays less than a comparable wage he will be ynable
to keep warkers ¢f the sane quality and if he pays move
than a comparabls wage he may Le at a conpetitive disag-
vantage. IFf governmant pays less than 2 comparable wage,
it can either "lowar the quality of employeas or simply
depend for a long period on the Fact that vorlkers do not

rexlly leave their jobs that quickly."38 f goveramant pays

more than a comparable waga, the only limitation is "tax-

payer revolt. %9 However, under such conditions, tha

quality of goverrnant workers should bo higha», However,
there is5s no stroag force within the system of waga determin-
ation in governmentto make viages there tend toward compar-
ability with those paid in the private sector or to correct

any discrepancies which result From the application of the

comparability principle as currently enacted.
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TTON LAY viawsoint of pha vconomy as a whoie, howevar,
thora is gnothoar d5p2ct of the Comparability NDoctrina wnien

SUST Lo considored.  In princip1e, conparability is a

1

Policy of briagiang govarnnent workers up to the level al-

rexdy stiained vy private ssctor workers. However, it can

Tead o a naver 2ding spirel of wage increases. Such a

s

situation aenpaurs o have daveloped in Japan where evary
Agust public workers recaive wage increasas to bring then
Lo comparability with private sector workers while the
following spring wage negotiations in the private sector
give important attention to what increases the government

wornars recelv.“.'O Careful study of the trend of the

ditferential between the Federa) government and the private

¢
12
o

.o during the years that the comparabiiity principle
has been applied is important in evaluating fhe possibility
that such a situation will develop in this country. More-
over, an avaluation of the application of this principle is
important from the viewpoint of the costs of tha policy
whicih the GAO nas estimated to be $420 million a year for
each one per cent increase in pay.4]

The originail dacision to inplemant the comparability
principle was a political one based on considerations of

equity for Federal enployeas and improving the quality of

‘workers the Federal governmant could obtain. The evalua-

tion of its application is an economic problen. However,
before considering this, a review of the Titerature on

vage differentials relevant to this problem is valuable.
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entinls are sudjects to which a large amount of research
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e, wage diff&reatia?s
may be definod 83 "ditTferences in the wages recefved‘by
varicus individuals or groups of ihdividua1s."] The exist-
ence of 2 wage differential batween two types of labor is

an indication that thay are somehow different. Resgarch

in this area has dealt with daetermining whether wvage diffar-
entials exist between certain specified types of labor and
with theorizing on the reasons for their developmant. 1In
addition, atiempts are frequently made to study the move-
ments of such differentials over tipe and to estimate the
specjfic determinants of the differentials.

In order to study the wage differential between Fadep-
al government and private sector workers, a review ¢f tha
theory of wage dif¥ferentials is necessary. 1In addition,
an examination of somz of the empirical work done on tais
goverament wage diffarential is also valuable. The tech-
nique used ian this thesis to estimate the Fedaral wage dif-
ferential and its determinants is derived from research
done on male-female difterentials. Consequantly, a reyiew
of the reievant articles is also important. The purpose

of this chaptar is to examine these subjects.
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inw concern amang aconnmists with a thaory avstaining
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the existance of waye differentials originaind withy Aday
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Swith.  Smith mairteinod that in a periectly Tres sociely
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d se equal or tend to eguality. Howaver, he rrcornizad

that "Evary man's dinterest would prempt him to seek tha

<J

advantageous, and to shun the disad?antageuus enplayment. e
Censequently, ha pointed out, wages for different jobs would
not nacessarily be equal. He maintained that‘five "eir-
cumstances" could lead to the existence of compensating
differentia]s‘-- wage differentials which serve tb equata
tihe total sum of advantages and disadvantages among differ-
ant jebs. These Five "circumstances” were: tha “"agrasaable-
ness" of the job; the ease of learning it; the stability of
employment associated with it; the "trust" associated with

the Jjob; and the prohability of success in the job.3 How-

ever, Smith recognized that mainly because of three types

of policy, socisty is not perfectly free and, thereforea,
compensating differentials will not equalize the total

sum o¥ advantages and disadventages associated with differ-
ent jobs. Thesa policies were: restrictions on ccmpetition
in some jobs so that fewer people can enter the 6ccupat10n
than would be inclined to; artificial increases in the
numﬁer of people in certain occupatiqns to a number greater
than would chaose to enter them; and restrictions on the
movement of labor and capital between places and types of
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Fo UL Taussig extended the tiheory of the existence

oF wWage diffarantials beoun by Adam Smith. Like Snith,

Taussiy recogaized the existence of wage differentials
vleh would "squalize the attractiveness of occunations‘"s

)]

In addition, h2 noted that a second typa of hage differ-

C..

ential may remain whether o not the cccupations are equal-

ly attractiva. T ssig attributad the existence of this
sacond type of diffarantial to the Tact that choice pe-
tween occupat1ons is not perfactly free. Smith had also
notad the existence of thws type .of differential byt Taussig
analyzed the implications of its ex{;tence in nuch greater
detail.  Because choice betwean occupations is not perfact-
ly Trae, Taussig noted,‘equalizing differentials often will
not occur as expectad. Instead, the most attract}ve occupa-
tions will pay the nighest wages; He attributed these
differentials to tha existance ofnan-éompeting qroups,
"non-competing in the sense that those born in a given grade
or group usua.ly remain there and do not compete with tnose
in other groups. nb Although Taussig recognized that these
non-competing grodps could arise from nagura] causes,. he
stressad the significance of social conditions in setting up

barriers against the free movement of labor. He maintained

‘that the three most important causes of non-competing groups

were: the expense of education and training which therao-
fore limits the numbar of people who are able to attain

them mainly to those whose parents are well-to-cdo; the
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iniluence of the envirenmant which Ciusaes paonie %0 ramain
in o Lhe same occupations as thair Paramts; cnd diffarsnaan

Iy native abiliviog saich Tiait the punbape of prasle Lho ars
eanabilo ofF cnteding caprtain occupations.’ Taussig baliayod

L R N o, e, , 3 | S el P R . PN B - v Py vy aa e
that theswe factors rad to the existence of PIYLY neR=-conp=t-
L J

.
=
| X
-l
-
[o]
e
7
vl
b4 4
—~
o
fut]
“4
it
Zs
[
<
-'1
(o8}
1
Z’I
L7
)
Pt
o
c-
“5
i
=3
(%]
“<r
=
ol
ot
-

SO MOTR reastons- ;
ibilitys skillad WOPKman ; 1ovmr niddle class, clerical type 3
vorkers; and wali-to-do vroTessionals, nanagers), eack of
winich was defined by both the nature of the jobds performad
by its occuvants and their wages and betyeen wnich movepmant
was nearly 1mpossib1e.8 These five groups correspondad
verj'closer to social classes. 1In completing his ana]ysfs,
Taussig maintained that i7 these barriers to free movement

Were removed, the oniy important factor remaining would be

the "limitation of natural abilitijes" which would determina

whether any remaining wage differentials merely equalized
the attractiveness be -ween occupations or r*pr°sen»ed extra
cormpensation for soma scarce ability. Taussig was unwilling
to draw any firm conclusion concerning the existence of the
latter differential but would only suggest that the elimin-
ation of all artificial barriers to entry into occupatwons
Is the "most important goa] of society "I Ip his analysis,

Taussig neglected the tact that there are other important

forces which can jead to the existence of non-competing

groups -~ such as unions and various forms of discrimination --
and result in persistent vage differentials. 0On this point, ' .§

Smith's analysis was more Perceptive since he noted that
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AN TOrCY which rostrictad oho numbar of seonlc who couid.
entar an occusiticn would laad to a nersistant wana didyar.
antial but did nel srumerate such fnrcest'
Biltea Friedman has o¥fored a thcoretical oxplanatian
o7 The existenco v wage differentials which is 2csentially

»

» "r~- i i’* ' -y -~ Fal ) s
T rurNaar davalaprent of the argunats o

’h

verad by Swith aead

Taussig. M2 maintains that the structura of wage ratas

t’p”
;9

sed 2t any time Tor saverad pccupations results ba-

Cause of thres sets of forces wiich Produce these wage

differentials between the occupations. The first set pro-

duces equalizing differentials. These are defined as Smith
and Taussig defined then: differences in viage rates which
serve to compansata for differences in the attractiveness

oF occupaticns. Friedman differs From Smith and Taussig,

howaver, in providing a more complete analysis of the nature

of these forces. Friedman includes in this category such
factors as stability of employment, length of traianing,
variability of returns, prestige, location, andqﬁ¢hefs.

Equaiizing wage differentials then ref]ectkdifferences in

ct
jo7]
15
rz‘

@s with respect to these factors. The second set of
factors which produce occupaffbna] vage differentials are
barriars to free movement which create non-compating groups.
Here, again, Friadman provides a much more complete enalysvs
than Smith or Taussig. He deals specifically with five
factors which could lead to non-competing groups: delibher
ate restrictions on entry, geographic immobility, diffap-

ences in ability, socio-economic stratification, and color. 10
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b coasidacad as 2 "daliberate rastriction or entry" sirmilar
20 Liwde unions and Ticensing. In other wards, the exist-

an employar leads to non-competing

-—
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Y

IR T R U, 5 U Ty
enC2 CV govarnment &

2]

-

2]

greups o7 worke such that cntrance into one group is delip-

q..
Us

erately restirictzad and workers in that group are protectead
Tron competition From workers ouiside it. This is the way
in which Robert E. Hall treated the effect of governmant on
wages In his test of the validity of Piore's dual theory of
laboy markets.]1

Tha proponents of tlre Comparability Doctrine have treat-

r

nén-

(p]
hrd

-

ed govecnment as a restrictive force setting u

o

apal

-

L 1Y

ing groups to the disadvantage of Federal workers. I
governmanrt is not a restrictiva force, there would ba no
nced For intarvention in the Federal wage-setting process

to assure that comparable workers in both Federal and Bri-
vate sectors would recaiva equal pay for market torces would

provida tnis result through the private vage-setting process.

IT the private wage exceadad the Federal wage for comnarable

workars and there was free mcvemant betwean the *wo sactors,
vorzers would leave the Federal government and enployment

would rise and wages fall in the private sector until Wagas
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ector and enplioymant would 171 and

nent due to insuificient demind yas presant. Neverthajess
ona reason foy lhe institution of theo Comparadility Doctrine
is the belief that the Federa} government in sétting up
non-competing groups of workers has been able to act as a
discriminating monopsonist. This condition seems to fall
under the catagory 7 one of the types of discrimination
Joan Robinson describes,
A different type of discrimination may arise when men of
the same efficiency are paid at different rates. This
Wiil occur if a separate bargain is made with each man,
or with divferent groups of workers, and if the various
men 0 groups dﬁf;er in the minimum wage they are pre-
pared to accent.i< :
This inplias that Federal worbers are willing to accept 2
lower reservation wage than private sector vorkers., The
Comparability Doctrins seeks to pay all intramarginal work-
ers the wage paid tc the marginal worker w%th the highest
resarvation wage, If the discrimination was perfact sc
thet each man was paid his minimum transfer earnings, the
minimum necessary to .retain his servicas, the result of
this policy of imposing a viage equal to the highest minimum
transfer earnings would be that .
the marginal and averaée cost of labour become equal to

this wage, employment is unaltered (providad that the.
profit due to monopsony was a surplus above the nornal

a9 BEST COPY AVAILBLE
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15 Tess clearly defined than the oiohar e
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of diffarentials considerad since what is considered a

-

»

tropsitional difference "depoads on our point of viaw.“]“
Tids is the Tamiliar question in economics of the divfer-
ence botween tne short and the long-run. This type of
cifferential offers ancther reason for the institution of
the Comparability Doctrine: that the Federal differantial

aflacts short-run deviations rom lTong~run equilibriunm.
Such a difrerential may be related to monopsony power in
the shart-run. |

Friedman's analysis summarizaes the basic points of tha

so-called cempetitive nypothesis. The hynothesis, then, is
that given compietely free movement of labor, the total sum

of the pecuniary and non-pecuniary returns to all occupations

-should be equal in the long-run. It is only the existence

of resirictions which cause non- -competing groups which pre-
veats such leng-run equilibrium. 1In this Torm, however,
tha competitive hypothesis 1s not a testable one. A test-
able hypothesis can be Fformed from this modified restate-
ment of the competitive hypothesis: the pecuniary returns
of workers o7 comparable productive characteristics should

tend to equality.
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1s to study techniquas of astimation which would be valuable
fr estimating the government differential. Discussion will

therefore be limited i0 such studies.

Estiraticns of the Government Differentia)

Unlike the other types of differentials meationed above
(regional, occupational, sex, union, race, etc.), the govern-
mant differential has been largely neglected in emdirical
Studies. When it has been estimated, it is usually only
as part of a larger study. For example, in Hall's study of
the dual labor market theory menticned ahove, goverameat was
introducad as one of several restrictive forces which pnight
Tead to the existanca of two separate, non-competing sactors
o¥ the Tahor market: a primary sector of good jobs, good
conditions, and high wagas; and a secondary secter of bad
jobs, poor conditions, and low wages. According to the dual

theory, wage differantidéls persist between the two sectors

because certain restrictive institutions and discrihination

intarfere with the market‘forces wnich would tend to equal- 5

ize wages and working conditions for the two sectors of .g

the labor market.]5 In order to evaluate the validity of ?
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Paacship, govoernnent oenploynent, and accupation, the
coedTiciants obtainay vere than direct estinetas ¢F tra
propertional differentials associated with each oF thase
institutions. In thase equations, eight dummy variablas
ware includad for union membershin by -yengraphic location
(four urban and four rural), four for tyse of governmant
employment {state, local, post office, and other Faderal),
and elaven for occupation (the reference group was oper-
ativas). Meil coatrolled for health conditions, part-tipe
work, age, education, interactions betwsen age and educa-
tion, and foraign or domestic residenco at age sixteen

by introducing these as duymmy variables in determining'the
base viage. The four estimated equations revealed that a
positive divferential was associated with government employ-
ment in all but one cese (state govarnment employmaent for
black Females) but that its effect tended to be smallest
for white males.

In order to estimate the impact of these institutions
on the distribution of wages, Hall constructed Treguency
c¢istributions of tha wage differential received by each of
the four race-sex groups both for the combined effecf of

| 52
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entials for cach of the Four race-sex Jroubs ware of fgtep-
est primarily fTor constructing tha frequency distridutions

fer this purpose. He gave little attention o variations in
™ ]

these differentials across race-sex groups and Tor the

ditferent levels of government. Furthermore, he did not

consider whether these estimated differentials could be
atiributed soleliy to the e¥fect of goverrnment as an amploy-
er or whether they also reflectad variations 1ﬁ productiv~
ity ameing workers unaccounted Tor in the estimation of tha
Laso wage. Eecauée 42171 used the dummy variable technique
oV accounting for the effect of government employment which
assumes that the other variables affect wages in government
and non-government warkers identically, Hall could not
estimate the effects separately Tor the two typas of workers
and determine wasthar thay wera, in fact, diffarent, Yall
estinated these differentials at a point in time, using
data From the 1967 Survey of Economic Opportuaity, and zhus
did not consider any changes which may hava occurrad in

these differentials over time as a resuli of the application

of the Comparability Doctrine. Thfse are all important
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ing. and meénrderance and vuvrodial Seonpawiong in municipa)

govertaents In eleven large cities (Atlanta, Boston, Buffalo,

Chicuyo, Houston, Xansas City, Missouri, Lus Angeles, Now
Crianas, lew York, Newark, and Philadelphia) with those in
inaustry in the same cities and in the Federal govarament's
nationwide General Schadule. H1gher level computer occupa-

ticns and maintenance and custodial occupations were omitted

from the comparison with the Federal governmant bacause none

vere considered equivalent to those at a specific 6§ grade

by the U, S. Civil Sarvice. These comparisens were mada on
tha basis of data from the Bur2au of lLabor Statistics., The
comparison with Federal government pay was simnly betwean

municipal saiary levels and ec wivalent Tevels at 63-1 6s-2,

G5-3, and GS-4. The comparisons revealed that in the majority

~0T cases the municipal salaries were at Teast slighily

higher than the Federal and were often nuch highar. How-

‘ever, these comparisons ignorad the ranges of salaries paid

for individual jobs and differences in productive character-

istics betwean workers. Furthermore, tha study was Vinitad

to pay 7or the selected occupations in the selected cities
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and anly wade givact conparisans batwean nuricipal pay ang
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Tittie Tight oa tha wags divfarential between Fadaral govern-
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eral wage differantial and, as noted earlier, oro-
vides the empirical -information used to determine th; re-
vision in Federal pay rates required to achieve comp;;ab1]~
Tty with privaté sector rates. 1Its short-comings with re-
spect to coverage of relevant non-Federal workers and ra-
presentation of jobs at certain work levels ware noted in
Chapter II. There is an additional problam associated with
this survey which makes its results concerning the Federal
wage divferential questionable. The problem is in tha basic
tecanique us2d o conduct the survey, job matching. Although
tnis technique is commonly used in both public and private

wage surveys, it is basically a subjective procass which

The job matching technique of collecting datz for the
"PATC" survey consists of a dialogue between a BLS data
collector and an of%icial from an establishment included in
the' coverage of the "PATC" survey in thch cer%ain estab-
Tishment jobs are matched with similar Jobs in the Federat

goverament on the basis of a discussion of duties, respons-
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Teins, Knowindre, and cooperatian of hat)h Bha Jeta coilact-

survey, tae anaral Aaccounting Gf7ice has concaded that the
jdb‘matching techniqua is the propar ona Yor conduzting a
survey of this siz2. Hovever, the GAD has suggested that

this technique shouid be improved and that thess non- sanpi-
ing errors. should be considered in the determination o<

conmparanle pay rates for Federal workers. According-

oF
o
v

oF

1y, in order to imnrove the surveay, the GAD recommanded
certair of the job definitions chould be clarified. in
additicn, tha GAO has suggestad that pacause cartain ofF the
survayed Jobs, those of a ranking-research type and attorney
positions, invoive personal qualifications, they should not
be surveyad by the job matching technique. Finally, tha
GAO suggestad that the BLS data collectors should recajve
additional training in order %o assure greater consistency
to the "PATC" survey data, 20

Because of these and the other limitations of tha "PATC®
survey motad in the preceding chapter, it appeurs advisable
for furtherﬁstudy of the Faderal wage differential to amploy
a different source of data than the "PATC® sirvey which is
not subhject tOV;hese shortcomfﬁgs. It was for this raason
this thesis uses census data to estimate this differential.
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examining the Jifferantial since 3% used the job-matening
technique of comparison. Although Hall's method of estimat-
ing the governmant differentials did not use this tech-
nique, his method assumed-that other independent variables— -
affact governmant and non- gcvernnent workers 1dentica1]y

This assumption should be tested. A technique is needed

‘whl ch permits a decomposition of the Federa1 -private differ-

ential 1nto a part attributable to differences in productiy-
ity between workers in the two sectors and a part wnich ra-
mains batween comparable workers. The estimation technique
best suited to this purpose is that used by Ponald Caxaca
and Burton.G. and Judith A. Halkia2) ih their senarate
studies of wiage differontials between males and females.

-

Since Qaxaca's tochnique is usad in.this thesis to estimate

-

the Federal diffarential, his and the Malkiels® studies will
be discussad in detail,

Oaxaca's Estimation Technique

In exanining the persisteht gap in earnings between men
and viomen, QOaxaca's pr1nciba1 concern was to maka quantita-
tive estimates of tﬁe average effect of discrimination
against women workers and of the determinants of the differ-

ential between men and women.2! To estimate the effects of
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2 udge ratio that would exist in tho
edsence of discrimination to the wage ratio in tha absence

kK . » - ] g 7 'J
oef discriavination.®<

-

2 constructed a model of wage determination drawing

heavTTy“an‘the‘pOst~5éhdo1in§“mﬁde1s of human capital theéﬁy{
Two basic wage equations were estimated for each of the foﬁr
race-sax groupds: white deés, white fema1es, black maies,
biuck females. One wage equaticn included only personal
characteristics: variables for years of education and of
experience (both Tinear and quadratic terms); dummy vari-
ables for health problenms, Part-time work, migration,
rarital status, size of urban area and region; linear and
quadratic terms for tha years since migration; and thea
number of childran born to females as an indirect measure
of the work experience they lost. The second type of wage
equation includad, in additionqtb tha above personal char-
acteristics terms, ‘dummy variables for class of worker
(private union membership, government enployment, seif
enployment) and industry and occupation of employment. Like
Hall's study, the data usad for estimating these equations
came from the 1987 Survey of Economic Opportunity.

Using the results from these vage equations, 6axaca
then estimated the méTe/female Qage ratio in the absence
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cematles would be vaid accerding 0 tn2 wage structur:

b2 paid according to the wage structura astimated Tor malaes.
Oaxaca recognized that the wages actually paid in the

absence of discrinination would probably fall soﬁewhere

batween the values pradicted by these two assumptiosns and
that by estimating the two values he would encounter the
familiar index nunbar prob1em_23 Consequently, estimates

o7 the discrimination coefficient wera made in th

47

form ¢of
a range of possible valuas rather than a single point =zstimg- .
ate.

By controlling 7or differences in personal charactap-
istics in his wage equations, Qaxaca was able to estimate

that portion of the actual earnings gap betwaeen me n and

voman which was attributable to differences in productivity

(51hce these personai characteristics can be taken as
proxies for productive characteristics) as well as that
portion which resulis from discrimination against women
workers. Lach of thase portions of the differential was
measured in iwo ways, depending upon the assumption made
with respect to the wage structure which would prevail

for both sexes in the absence of discrimination. Assuming

(- 59 BEST COPY AVAILABLE
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cha Tanilo wey stvuoiuse ncald held For both, tha parting

vricients for the fomle waga siryctura. Uprap
the aiternative Rssumption, these differences would be
waigihtad by the estimated nmale coefficiants. Assuming the

verile wage structure would hold For both sexes, the diTfar

3

Cential cue to d1scr1n1nab‘or wou]d be measurad by the

differencas in the estimated coefficients For males and
females waighted by minus the mean values of the regressors
for males. Undar the alternative assumption, these aiffer-

ences are weighted by minus the mean values ¥for the regressors

“fopr fema1es.24

Oaxaca estimated the effacts of discriminétion ajainst
female workers under both assumptions with respact tgo wage
structure for both equations. However, because in the ful]
scale wage equations occupation was controlled for, the
efiaect-of d1sc.1n1nat1on was minimized s1nce most of the
influence of ‘di‘scrmi‘na‘tory cccupational barriers was elimin-

25 Consequently, the figures of interest in estimatfng

ated.
the average effects of discrimination were those derivad frem
the personal characteristics wWage equations. Téking~a

single estimate of the discrimination coefficient at the
midpoint of tha range of values estimated under the two

wage structures, Oaxaca found that 74 per cent of the white

gross wage differantial and 92 per cent of tha black gross

BEST CoPY AVAILABLE
-1 60




A b M oaale e ] o, . P IR N S * b 3 - o b b R 3 -y
but that white males basnafitad the laast. icls indicatas

that discrinination by race and by sex is luss in government
9"'0
<7

1]

e

1
’C;’

loyment than elsewhare.

i

This rasult was for anploy-

-

Jmant at any lavel of goverrment. Vheth»r this result also

holds true for employment a2t the Federal leye] only will be

ihvestigated in this thasis.

?

1'131:'\'5 alg!? Study of Sex Discrimi nation

Burton and Judith Malkiel's study of the male-female

salary differantial in protvessional employment also uses

‘ OaXaca‘gitechnique to decompose the differential but has a

narrower focus of attention and uses a more homogenaous

set of data..28 They examine the male-female salary differ-
ential for professional empioyees in a single corporation
to determine how much of it was\attributable to differances
in personal characteristics and how much reflected discrim-
ination against famale workers. Because the data was for

protessional employees in a single corporation in which

wen axd women were found doing the same range of jass, it

Was possible to study this differential while holding the

occupation constant. Other advantages of this data includ-

ed the fact that information was available on actual yaars

of experiance (both work and non-work-related) and on vari-
ous personal characteristics wnich are more direct proxies
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fer productivity than were tihoss used by Oaxa;a (such as
nuader and sigairicance of the individual's publicaticns

and the oritical aniure of tha individuai's field of con-

. Petenca)., This 2:t2 was-used to estimate twn basie types

o7 2qurtions.  0A2 Was @ narrow post-schooling investmant
rwdal fnciuding »a?ﬁaslas Tor scnonling and exparienca and

tha o Hnr wasa mova exnundﬂd model which 1nclud d product~

Z mn s e e

av1ty pro»‘ua‘ These expandad equations were than used To

astimate the &ffect of discrimination emp]oylng Oaxaca's

matnod of decomposing the gross differential. The estin-

ated discrimination was less than that found in other stud-
ies reflecting the greater homogenaity of. the data used.
Hhen these equations were re-estinmated including a varfable

for job level, the discrimination effect disappaared This

. led Halkiel and Malkiel to the conc]uszon that dnacr1n1nat10n
{

against Temales takes the form of assigning women to
Towar job levels than nen of equal qualificaticns rather
than paying different wagea to man and women with equal
qua]1r1cat1ons at the same job 1evels.29}

This conclusion concerning sex disc;iminatioﬁ hés in-
portant implications for the Comparability Doctrine. Accord-
ing to the Pomparabu]xty Doct*1n.. Federa” and pri&ate
sector workers ars to receive equal pay for the same Tevel
of work. However, discrimination may take the form‘of
aséigning Federal and private sector workers of equal char-

acteristics to difFerent levels of work. -The job matching

technique of comparing Federal and private sa]aries would

A&

BEST COPY RVAILABLE

-
I

"4
E]




. - - NS I IR U S T I b I o

ROL Soveoees TS SiLuotion. A diTTosanvied unecicunted foo

| . P . ~ w KN -~ N . [ RN Ny »

hv Jifforancas in Sudractaristics bevwean Federal and ori-
o {

-~ O N s v, . - ) . ‘ O T B T 3R PR I PV A
VAR Leeier wircars, than, would be expoctad o novsis

Sunnary and Cancidsions

A2

T PR vy o O i, ’ c2pph g amd AR LY
wadge aivvaranitieis have boren a subjeet ¢F thnopalical

-

and nmu.~xca1 ante“ﬂsf L6 eronomists since Adenm Smith. —

e e e S Sy i Ao

'Thera Rk& strong theoretical grounds vor expacting the

Presonce of a wage differential between Federal and private
workers. This differential ray be a transitiona) differen-

tial, a short-run deviation from Tong-run ecuilibrium of

wages in the two sectors, or it may be a long-run differen-
tial resulting from government's setting up barriers to the

free movemant of labor leadiny to existence of non-comneting

groups of workers. However, there has been very littlea

empirical work done on tha government diffesrential. The

most extensive empirical study in this area is the "PATC"
survey, mnade for the purpcse of determining Federal pay

rates comparable to those paid in the private sector. Con-

equently, an empirical study employing data independent of

the "PATC" Survey is needed. This is the purpose of this

‘thesis. The technique used to estimate the differential is

that employed by Caxaca and jfalkiel and Malkiel in their

separate studies of sex discrimination. The mode] underly-
ing the earnings and wage rate equations estimatad for use
in this decomposition of the differential will be desciribad

in Chapter 1V. . | h
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CHARPTER 1V
TREOREFICAL NODEL AND CHRIRICAL FORMULATION

In studying 2arnings anu wage differantials baiween
Faderal and private sa2ctop workars, it is necessary to
estinute earnings and wage structures. Theso rodels of ‘
——= e 2araings and wvage rate dotermination are developad fron ”f
tha post-schooling investmant models of human capital
thaory. |
In this chapter,' the exact specifications df the equa~- -
tions to be estimated are deveioped. The data and vari-
ables to be used in these estimations are deScribed in de-
tai], The techniqua to be used to decomnposa the\earnings

and wage rate differentials is also considered.

‘Post-Scheoling Investment Model

According to the human capital model of personal in-
. come distribution developad by Bécker,‘nincer, and Becker
o and Ch‘iswick.1 individuals attempt to maximize their wel-
fare by investing in human capital in the form of school-

ing, on-the-job training, and cther investments,‘such as

health and migration. Thz relation between earnings and

investments in human capital can be defined as
n.

. . 1
) By =X+ PR F | 4

>
A

E; = an individual's gross earnings after he has
completed his investments in human capital
o Xi = his earnings without making any investments in
oo human capital ‘
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Co. ® tha aaount paid by the ith individual on the jth
J o dnvestnmant

¥

rj * tha rate of refurn on that investpment

Unfortunately, iadormation on the amounts individuals
sPeac on humen capital investments, espacially nen-school -
ing investments, is often unavailable. Howavar, Secker
and Chiswick have shown that this mohal can still refer i9
post-schooling investments by express1ng tna co:ts of these
investments in terﬂs of tite time spent. The device tha 2y
use is to express the cost of the Jth Year of investiment

the fraction, kfj, of earn:ngs the ith jndividua1 viould

receive if he made no investment in human capital that
year. This fraction is the ratio of investment costs to
earnings for that "year." jlincer has suggested that kij
can be seen as the "“fraction of time (or a 'time equivalent,®
if investment costs include direct outlays as well as time
costs) the worker devotes 1o the improvement of his earning

posier. "2 Using this, equation (1) can be re-written as

(2) Es = X, [0+ kiyrqd 1+ kiotpl - o o [1 4 kinirn1]
where n; is the length of the ith individual's investmant
pericd. Becker and Chiswick then demonstrate that by in-
u.

troducing 2 muitiplicative residual term, e J, to account
for the effects on earnings of luck and other factors and §
taking the logarithmic transformation of this relationship,
(2) can be re-written as

nq
(3) TnEj=InX;j+ ¢ n[1+ kjjryl + uj. ‘

=, | ~ BEST COPY AVAILABLE
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Tue term in [1 + »13 J] in eguation (3) ecan be showun o

equal tha first two terms of the Taylor series expansion

oTF tho polynsmial function

ks
f(r ) = e }J J
evaluated at vy = 0. The genaralized Taylor searies formta
for the expansion of the nth de girea palynonva1 Fx) atsut

the point XO Tis3

f(x) = f(xo} +:f'(x0) (x-xO) + f"(xﬂi (x-xof + ...
11 21

+ f(")(x ) (x=x, "

n!
For this function, the expansion is

f(r Y =1+ kij i

Substituting e 13 J for the term [1 + kijrj] in equation (3)

results in

ny
(4) in iE.i""' In X.l + jz] k.ijrj + U».i.

X3, the income the fth individual would receive it he
made no investments in human capital, can be defin=d accord-
ing to Becker and Chiswick as

X = 8 (1 + ci)

where ai is a measure of the parsonal characteristics of
the 1th individual which are independant of the amount of
human capital invested in him. Then, setting 1n ¥ = a and

defining a new residual, vi = In (1 + oy) +‘ui (under the
BEST COPY AVAILABLE
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unskiiled personal charactaristics and the effect of such

factors as luck on his earnings), equation {4) hecomes

i
{8) In E, =a+ 3 Kol + v, .
i =1 W33 i \

This modal cen be expended to estimate separately the
effects of different investments ih auman capital, Uader
the usual assumption that kij =_1 during the schoo} y=ars
while kij # 1 for pnst-schoo]-in&estments, tha‘expandad

modal bacomes

(6) TnE, =a+rs+ £ k..r.+ v,

ngre S = the number of years spent in school
The modé] is restricted to the effects of schooling and on-
tha-job training on the earnings of individuals because
little is known about the fraction of time devoted to
other types of human capital investments (such as heaith
and migrafion). |

However, the model can be batter specified by express-
ing iﬁvestments in on-the-job training as linearly declin-
ing. It has been showa that this will result‘in thewob-
served parabolic earnings profiles in logs.? Fol?hwing

Mincer, kij can be defined as

(7) kg5 = kg - (kO/T)Ji | | BESTGOPY»AVMLABLE |
; ‘
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vliaro
ko = tag Frection of time or time equivalent devotead
to ua=toa-Jeb training during tha first pariod of
wovrk experiance Toliewing Tormal schooling
To= une;yﬂcr at walck investment in on-the-job t“a1n-
ing st ops
J. = th2 numder of years since the end of fornal
' schooling {thal is, the work experience) ov tha
Coitn iadividual.

Such a formu1atﬁon has been used by Mincer, Johnson, Caxaca,

and Malkial and Malkiel.® It ieads to the fellowing form

oF the post-schoeling investment mode]

N o .~

(8) INE. =2 +r..s +pr . k5 o w (b forys 2
(8) 1In E; =2+ s+ roikod; ,»z,i;(k:o/z;.;);,.i

which allows for different rates of return for schooling

and on-tha-job training. Included in theﬁresidual, Vi are

the effects of natural ability and Tuck.

| This post-schooling investment model is5 written in
terms of a single individual at a spec1fic p01nt in his
life cycle. It is assumed that this model app11es to any
individual, whether he is employad in the private sector
or by the Federal government. In other vords, an in-

dividual's earnings 2re assumed to be fuﬁctional]y deter-

mined by his investments in human capital, regardless of

his c¢lass of aamp]o._yment.’6 However, in making quént?tative
estimates of this model, there is no 1oﬁgitudina1 data
available. ‘instead, cross-sectional data are usad in
estimation. Consequently, the model] mﬁSt be modifiad to

account for’the different‘characteriktics of these data,

Empirical Formulation

The data used to estimate the bq§t?schooling investment

e BEST COPY AVAILABLE
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&428., Beoaugse thn

oint in his Tife cycta,
is n&ceﬁs?ry to expanc this model to inciude varjous
other factors which are sources of variation anonyg indivic-
uals; such as, personzl characteristics, chatiohal char-
acteristics, etc. This is the kind of formulation Oaxacea
has employed. In broad teﬁms, this relation can ba ey-

pressed as

W

-

(9) In E. = f(sz Zi, Oi’ Li)

where

; yearly earnings of the 1th individual :

a vector of human capital investments of the :

: ith individual ‘ )
a vector oT personal characteristics of the ith <
individual o

. a2 vector of occupational characteristics of <he

dy

u

oude

3
X
z
0
L

(]

g

i

V' ith individual
. = a vactor of locational characteristics of tha
V' ith individual.

Equation (%) is an expansion of the model containad -
in eguation k57‘ref1ecting the theoretical models of Becker,
Mincer, and Becker and.Chiswick. Oaxaca's moaal differs
from these in being written in terms of hourly wage rates
inktead of annual ea}nings. Tnis ignores the effect of
differences in stabi]ify of employment among 1nd1viduals?
as reflocted in the influence of differences in the nunber

.0f weeks worked during the year on annual earnings. Enp-
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ploying this ty

e 07 Foraulation, the relation in eguation

sy

(5) can ba a2xdPressod as

whore
Yy = the hourly wage rate oF the ith individual
Xi’ Zi. Oi’ and Li are da7vinad as above.

An important non-pecuniary venefit allegedly associatad

with government employmant s its stability compared to

enployment in the private snctor. A measure of differ-

Sk

ences in tha stability of enployment between the two

sectors is the diiference in the numbar of weeks worked

during the yesar. Consequently, differences in earnings

between Federal and private sector workers reflect differ-

ences in th1s non-pecuniary benefit while differences in
hourly wage rates do not. Both are examined in this thesis,
Before considering the specification of the varijables
included in the earnings and wage rate equations of this -
study, a detailad description of the data used for these

estimations is valuable.

Data
In order to estimate the earnings and wage rate struc-

tures for Federal and -private sector workers, two sources

of data are employed. The two are subsamples drawn from

‘ the summary tapes of the Public Use Samples of the 1960

and ]970 censuses. The primary samnple size of the Public-

Use Samples is one in a hundred, one sample unit for every

| BEST COPY AVAILABLE
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hun2yed units din tha sopulation. The 1980 Publie Usa

Sample is a 1 par cent samnle of tha bdasic records of the

19860 census organizad by states and consists of tnirey

© For ihis study, a subsample cunatained an one tane

17

oy

NY FAR w T
l- - -9.)‘

LRSIy
AR

£

[ %]

5 obtained. This subsample consists of selacted housing

aud

and parsoaal infcrmaiinn on 211 civilian nambers of tha
Tator Torce eighteen years of age and older who were'
residants of Delauare, Maryiland, Viréinia, or the Disctrict
of Columbia. The SubsampTe was restricted to these i3-
dividuals in order to obtain a sufficient numbder of Fadér-
al workers and comparable private sector workers in approx-
imately one labor market. The information contained in the
1960 Public Use Sample fs largely compatibje with that in
“the 1970 Public Use Sample. :
There are limitations associataed with the usa of Lhis
subsample which also apply to the 1970 subéample since it
was selected in tha same way. The problem is with the
occupational composition of Federal workers in the District
o7 Columbia and nearby states. In particular, it is
possible that the high percen.age of prdfessidpa]‘Fédera!
viorkers in the District of Columbia makes the‘$!§resent-
ativeness of the tape questionable. Since most profession-
al Federal workers are paid under the General §chedu1e, the
" problem is evident in an examination of the percentages
of Federal employzes by pay system in the United States

and in the District of Columbia as of December 31, 1970:8
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Unitad States Q;c.\ﬂetrnpn11tan Area
Genaral Schedule 47 72
wage System ~ 20 12
"Postal Fiald 28 ‘ 5
Oiiney T 5 11

Howaver, when thesa percantages are examined for Federal

warlksrs ia Daluawars, faryland, Virginia, and the District

“of Tolumbia (the area covered by the subsampla), the
di

rences from the pe rcantages for United States as a

whola are somewhat smal]er:g

‘General Schedule 87
Hage System 17
Postal Field 8
0 'their‘ 8 ‘ N

Limiting the subsample to this geographic area means

that it is rougnly. equivalent to a single labor market for

most workers. However, it is possible that the relevant

Tabor market for some of the private sector professionaI

workers who are substitutes for the professional Federal

workers (who are present in suéh high percentages in this
geographic area) is the entire country instead of this
geographic area only. It does not appear probable that a
sufficient number of workers are of this type to affect

the equations estimated with this data. Howevar, equations
are estimated on tha subsample with the professional, tach-

nical, and kindred workers eliminated in ordar to verify

. this assumption. Thesg are‘exahihed"in Chapter V and Chap- .

ter VI,
The subsample of the 1960 Public Use Samp]e used in

this study contains information on a total of 30,179 ipn-

BEST COPY AVAILABLE

-y
. .
H

Y

;
‘

i N
2

-y 3
&
i

3

,

&

3



" n
1

stimations, individuals working wi*h-

out pay are excluded through & variable providing informa-

tion on ciess of worker. Employees of stato and Tocal

govarament are axcluded from all the estimations through
tha thrae-qaigit dadustry classification variable vwnich
identifies situte public administration workers and Jocal
putlic -adhinistration uorkers. After these exclusions,
there ave 29,348 individuals. Theﬁe are divided into

Fedaral qgrkers and private sector workers through the in-

dustry classification of Federal public administration

woirkers and postal service workers. This industry vari-

ébIe does not permit a complete subdivision of workers
into the threaes separate lavels of governmeat and the pri-

vate secltor because an unidentifiable number of government

Wworkers are classified as workers in private industry

categories. Examples include employees of ‘the U. S. Crop
Insurance Corporation, the U. §. Housing Administration,
the Federal Ceposit Insurance Corpofation, and the Fed-
eral Saving and Loan Insurance Corporation which are in-
cluded with private companies in the insurance catagory
anc the U. S. Capital Housing Authority which is c15§§}-
fied under the real estate catngory 10 However, it is
believed that the industry variable does provide a good
approx1mat1on to the desired classification of workers.
Because the 1970 census data classify workers at vach
separate level of govérnment,‘whatevgr bias resuits from

the use of the industry variable for this division of the

[T w5
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d2ta can be determinac,

Th2 1569 data used.in tha estimaticns are categorizad

Tabla 2

1930 Data Catogorizad by Sector, Race and Sex

o . Private Workers Federal Workers
dtal 25,429 100.08 2,920 100.0%
wh1xa 20,544 77.7 2,253 77.2 -

lion-¥hite 5,885 22.3 667 22.8

Male 17,260 65.4 1,840 83.0

Female : 9,169 34.7 . 1,080 37.0

Uhite Mala 13,760 52.1 1,407 48.2

Hhite Female . - 6,784 - 25.7 846 29.0

Non-Yiaite Male 3,500 ~ 13.2 433 14,8

fion-Nhite Female 2,385 9.0 234 8.0

asﬁbtota1s may not sum to 100.0 due to rounQing.
Two census forms, differing in certain questions, were

usad in the 1970 census: one for a 15 per Fent sample and
one for a 5 per cent sample. One in a hundred samp1e§“
were created separately for each'of these samples 50 that
the one in a hundred sample contains one-fifteenth of the
basic records of the 15 per cent sanp1e or one fifth of

the records o7 the 5 pnr cent sample. Three one in a
hundred samples were drawn from each of these samp]es.‘

The three are the state, county group, and geographic
»divisionjone in a hundred samples. Like the 1960 data,
each contains information in two segments: a household

.segment and a person s2gment. The three differufﬁ tha

type of geographical information containad in the housing

BEST COPY AVAILABLE
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For this studyv, a subsampie of seluctad housing and
verseaal information on all civiisan mamEeirs of the 1:bor

Tecce eightean y2avrs of age and older who wera rasidanes

~
R
N

o Dziavare, Maryland, Virgirnia, or the District of Calumbia
e ¥

wa:‘ﬁrawn Trom the 5 per ceni state Public Usa Sample. The
S per cehﬁ sample size was chosen bacause of tha informa-
tion it contained oa disabiﬁﬁty. The state one in a
hundfad sample was'chosen.bacausé it was most compativla
with the 1960 data. The subsample used in this study con-
tains information on 38,111 individuals. In all the -
estimations, individuals working without pay argﬁexc1udedy |
‘again using the class of worker variable. As discussad
above, state and local government workars can be ex-
cluded from the ramaining individuals using the three-
digit industry classification variable. Unlike the 1560
data, the 1970 data contains an industry classificatinn
?Pub}ic Administration Allocated." Allocations are made
in editing census data‘by‘imputfng Tikely values to miss-
ing or inconsistent values. This editing process had a

greater impact on the 1970 census than on the 1950 censys. 12

In all subdivisions of the 1970 data using the industry j
classification method, individuals in this category are §
allowed to fail urder private industry so that the data é
are directly Cohparable with the 1960 data. This pro- E
cedure is followed in the belief that individuals in the E

1960 data who would have been classified under "Public Ad-

A

-

(.. o7 o




sinistracion Allocated" $§ that catagory had exisied, are
classifiad instead under sope private industry category or
the "Industry ot Reporsey® category {which is inc1udad‘ |
undar private industpry). Therefore, under the industry
classification method, oaly those individuals who are
clearly ernioyed by the Federal goveramant are used in
astimatisns on Fedaral workers. Using the industry class=-
iTication mathod, the reraining 1970 data contain 37,049
individuals, Alternatively, state and loca)l government
workers can be excluded from the subsamﬁ]a using the work
class va}iab1e which classifies each worker according to
vype.cf employer. Using this method, the remaining data
contain 33,523 individuals. Estimations are made on the
1970 data using both methods of dividihg tha subsample.

The data used in the estimations are categorized in Table 3.

Specification of the Variables
Although the 1960 and 1970 Pub]ic'Use Samples are

lairgely compatible, there are differences in the variables
incluced on each tape and in the spacification of some of
the variables found‘on both tapés. Consequently, some of
thne variables included in equations estimatad are definsd
differently for the 1960 datz than for the 1970 data. gotn
earnings and "age rate equations are estimated for each
of the subsampies. They are eostimated for all Federal and
for all private workers in each of the subsamples as_well
as for the following eight race-sax div131ons of each of

the two groups of workers: whites, noﬁ-whites, males,
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Tamales, witite majes, white fenales, nan-white males, and
non-white Temales. In each case, two basic types of
equations vk estimaled: ona in which cnly personal chap-
actoristics and location are included as explanatory varj-

Qules 2nd the othar $n which occupational variablas ova

Earnings Regrassions

In both seis of equations estimating the earnings
Structure, the dependent variable is the natural logarithm C .

oV annual earnings (where earnings is the "sum of viage or
salary income and net selif-employment 1ncome"]3). Earn-

1ngs aregrepcrtad in the 1560 Public Use Samplas in hun-.

arad dollar.ranges through an income of $999, in thousand

. dollar ranges from an income of $1,000 to an income of

$24,999, and as an open-end interval for incomes of $25,000

and over. For estimation purposes, earnings are definad

at the midpoint of thousand dollar intervals through \ o~
$24,999: that is, $500, $1500, $2500, $3500, etc. An ’
average valua for earnings in the open-énd interval }s

obtained by a mathod in which a Pareto curve %s fitted

to the data. The formula for this average vajue is

y c-
X = X(7-T) | v =gt

where

the lower limit of the open-end interval

the slope of the income curve

the logarithm of the lower limit of the intarval
preceding the open-end interval

S S H
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b o= Wb Teogarishm of the lower limit of the open-2nd
interval |
¢ = the lozavithm of the sum of the Trequeancies in tha
open-2ad interval and the interval preceding it
. d = ti2 Eogarjtﬁm of the Trequencies in the open-snd
intoryval. oo
The Frequoncies vsed in this conputation arz those for tha
- antire 1980 tape including individuals warking without
pay and state and local goverumant workers. The avearage
~value ¥eor 1980 computad in this fashion is:

Y= $565,136.74 Vo= 1.8229 =

ay

Earaings in the 1970 Public Use Sample are reported
in hundrad dollar intervals through an income of 349,999‘
and as an open-end finterval for incomes of $50,000 and
ﬂver:A\For estimation purposes, earnings are defined at
the mid-point of hundred dollar intervals through $42,9¢9:
that is, $50, $150, $250, $350, etc. An averﬁge value for
earnings in the open-end inferval is obtained through the
Pareio Formu1a cefined above. The freguencies used in
this computation are again those for the entira 1970 tapa
including individuals working without pay and state and
Tocal goveramant workars. The average value for 1970

cemouted in this fashion is

¥ = $82,489.75 V = 2.5389 = 1n(60)-1n(57)
TR{50, 000, =Tn {49, 000)

In both 135 and 1970, the dependent variable in both

sets of caranings regressions for individuals who reportad

no income is set aqual to one. -
This value for annual earnings does not include the

value of expenditures on fringe benefits in either the

BEST COPY AVAILABLE
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Fadarad or npivaty scciors. It was noted in Chanter I1

that Frings Soenefits vorm an increasingly important narg

i

oyee tompernsation and that since 1952 thay have

e -

grovn Fastar in tha Faderai than in the private sector,

Consuquently, to detarmine whather workers in the tus

W

N ~ v 9 x g PAIW N B W b 1 5 " - an ™ Ay -, n Tm ooy Y
S2LCPrS raceive comparadbia naYy, some consideraltion shnuid

..

nefits. TRere is a great deal of

s
o
[ £+

be given to ¥ring
evidence pointing tc a positiva re]gtionship batween fringe

benafits and wage rates. When turnover costs and union

remdership were held constant, it was found that

(1) wage supnlements genarally vary positively with ~
noney earnings independently of tha other factors con-
sidered, (2) variations in wage supplement expendiyres
can be oxp1aine?k1arge1y in terms of variations in
money earnings.!®

Consequeatly, if it is accepted that the proper basis for

comparison between Fadaral ang private workers is compen-

sation, earnings plus rringe benefits, rather than earn-

ings alone, then it must he recognized that “relatiye

money vage differantials progressively understate differ-

eatials in compensation."]s However, because there is no
information oh the value of fringa benefits contained in
the census data, estimates of the Federal}private differ-
ential are ﬁade on the basis of the earnings data with
the realization that these differentials are dowjward

biased estimates of the differential 1in compansation.

Personal Characteristics Earnings Ragressions.
In the personal characteristics earnings regressions,

three variables ara included to account for the effects

BEST COPY AVAILABLE




PN

A Y S

ay »
AR S 08 e
¥ t JINY 3,
5 o CRTPR
Wi v YR

N rasic variabie to roflect an o
i‘ ' L L] 3 * .
raturn to en-tho-Job training.
Samplas provide no information

-

and Chiswick

iavastrents in human canita]

T past-scacoling investpent moda)

an

In accardance

-~
-~

enters
ANPRErS as a quad-
daclining rate o

a2cause the Public Use

actual experience, an

of DduePtlu{ HorK experzence is made sor eagh .

age and education.

These variables are defined as

How

aporoximates actual years of experience

strength of the individual's attachment

|

cumpieted
compieted minus five
experience de-

to centrol for other sources of variation among

<5
J‘

L4
2rvise

The reference groups, then, is white males.
Y

nerican Indian, Jaoan-

other--1nc?ud1ng A..

.. B@siimate
\I‘:Ytre\‘..‘\\ Lot |
Tadividual on the basis of his
closoly this
) depands upon the
o the lador Force.
b = wuabar ol years ol schood
; A = age minus years 0¥ -school
KS¢ = the square of potential work
Tined rbova :
In ordar
individuals, a numbar of personz] characta
. are included. The specific variables arz:
RACE = 1 if noa-white {%agro, A
ese, Chinasa, Fillinino,
Esiimo, Hawaiian, and Ko%wean
= 0 othorwise
) SEX = 1 if famale

Th

5@

priscipally reflect the effects of discrimination against

non-whites and ferales

tween the races and sexes are reflectad mainly through

othep

personal characteristics variablas:

Cifferences in productivity ba-

the

education,

2K~
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seviency vari

!'J

vles, marital status varianles, etc.

RN - T A oy a [ P R S SR - e) L . ]
@i SDOUIL hresent, spouse whuent, widowad, and diverced-

s2pavated.  Thae refavance grggp is siagle, nevay =nirrd ad

.
¥ g - " - w N . "
imdividuals. Dowen and Fianigan aaveloped tha rationala

ime-age males, marital status seprves primarily as a

proxy Vor certain personality traits and heaith char-

CActeristits which Facilitate success ‘in work and secondap-

ily as a measure of family responsibility and thus taste

for work.1® This. argument implies that marriage with

- L

Spouse presant will have a favorable effect on men's earn-
ings. The effocts of the othar mar ital categories are
expected to be less pronounced than those of the spcuse

present category. On the other hand, marriage with spoys?

e Kol

present is expected to-have an unfavorable eFfect on somen's

ﬁarnings. Herae employers tend to regard marriad women as

prcne o abSﬂntepism and justify paying Tower salaries on
the adcwtwondl gﬁounds that mavried woman are only a

source of suPp.c.encar/ incoie to the family.
i
i

Becausa the data,for 1950 ard for 1970 partains to the
South Atlantic Census Ragion, 1t is unnacossary to intro-
»
duce dummy variables fTor region to control +or diifarences

in the gost of living among the ragians in order to examin
real diffarentials rather than monay differentials. How-
ever, it is nacessary to include a location variable to

control for dlffereﬂc s in cost of living, job opportun-

=
y
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125, and other peoouniary and noa=-pecuniary faciors

L > - T e e w &
N W v o 1 ER R RIRT R
LIAgulsaiag aivrsavans

Jithouirean argas.  Savaral dunmy variablies dis-

5 trban sreas by podulation size wiyld
3 3 » 5 “ ¥ R 3.0° » b \ r » - - » | ‘R )
ba dasirable, but tiis informetion is unavailasle in thh

o -— N IS . F e vt T ‘,‘_.»‘._‘( . s e
usad. Tarad-eltornative nossibie variables ars avail-

R

urban vesisenca--residence within an urbanized area
or in places oF 2,500 or more outside urbanized arcas
(the vroference group is rural residanca);

- metropuiitan residence--residence within a standard

netropolitan statistical area (the reference group
is residence outside SMSA's);

central city residence--residance within the urban
part ofF the central city of an SHSA (the reference
group is residence outside the central city).

of thaese variables is expected to haxg a positive sign.

Data Tour eacit of these variabies are unavaiiabie for

residents of Dalaware because this state violates the

crite

rion that at least 250,000 individuals live in one

of the identified categorias. Decausz2 the number of ob-

secrvations fram\the state of Delaware is small relative

to the total size of the samdles, ¥t is not-expacted that

this

abla,

tages

adversa2iy aifacts estimations using a location vari-

¢

= -

Th ept of an urbanized area has sevaral advan-

[§2)

con

)

over that of an SNSA in m2asuring the effocts of large

r
popu!ation‘size on earnings. The differences betwsen *he

tvio cencepts are that an urbanized area excludas ruraj

sections of counties comprising SMSA's and places which

are separatad from the densely population fringe surround-

r————
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ing 2 cuntral city ,J rural territory. In addition,

\ )

untika SNSA's, ,1039 hordars are parmanent, urbanizad

aravs aye datined - Lowding to tNe populatise distrib tﬁon
at the time of the census.1?  “hen oeniy one “‘”WuU]E is

us2d to medasuro uvrban size effects on cost of Tiving g.d

other pacuniary and non-pecuniary factors, tho distinction

. -

batuzen urban and rural residence apnears more maaningful
thaﬁ that batween central city and non-central city rasi-
dence. ‘

in order to verify these expectatiohs concerning the

locatioral variables, equations are estimated using each.

In th2 majority of cases, these suppositions are confirmed:

2 , e . ;
R™ and F statistics are greatast Tor equations estima=ed

witih tha urban variabie; the sign is correct for the urban

variable; and the significance level is greater for tnis
ig

.variable than for either of the other location variablas.

Two additicnal personal characteristics variables ara
included in certain of the equations estimated. One is a
variable included in certain of the equations estimated;
for females, white rena]es, and non-vhite females which is
spacitiad:

—-BABYB-~= the number of children born

The presence of children has an important effect on' the

“labor force participation of women. In their study of the

labor force participation rates of married women, Bowan
and Finnegan have shown that.these rates differ according

to the aces of children present. Noman with children

| 86 | BEST COPY AVAILABLE



labor foarce.

undar agae six only had the lowast particiﬁgticn rates of

marriad womea studiad in urban areas after adjusting for the

"—h

efliects ¢f color, ags, schooling, other Tamily incoma, and
the cmployment status of the husband. Married women with no
¢hildren undar age eighteen had the highest adjusted partic-
ipation rates of all the married women studied. These ad-
Justed particﬁoat10ﬁ rates were qu1te different for marrved
flegro wonen, howevar, Thewr rate “were highar than those

Tor all wmarried women for every category but the differences

viere mest obvious among women thh only children under age

"six and those whose youngest ‘child was between s1x and thir-

teen years of age. 20 Consequently, 1uk1s;expected that wom-
en with very young children will often leave the Jabor force
to care for them but may frequently return as their children
grow older. However, this tendency to leave the labor force
in order to care for their young children is less strong :for
fiegro women.A The rationale Tor tne incfusion of a variable
measuring the aumbay of children born to the female was de-
@loped by Oaxaca a2s a reflection of the "cost of lost ex-
berience,due to child care, inc]uding the costs from the de-

preciation of skills during the periods of absence from the
"2]

The second variable includad in certain equations is a

-~

durmmy variable for health status. This is defined:

DISAB

i

1 i7 health problems 1imit the individual's
ability to work ‘
= 0 otherwise )

This information is only available in the 1970 data. It is

_Clear that there is a relationship between an individual's

S - BEST COPY AVAILABLE
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hoalth siatus and his labor *arce particisation. ‘Howwvar,
h 3

K en v tay ..!‘ *:rl e - T RN d [ N R €. '.) N A R - ;3»\'{] 2D FLIN-Y

LOWAN 2Ru g inaasan roun LOdT AN Yag Cuase o prine-ana

T PR Ay e = 3 ooy s . ; T 350
males "Edere 15 2 puwarful intorection ARy nraith,
, S gl fnatiagn Mle s x
senoeiing, and iabsy Tores FaseIzapation. '™ wenseguEnt Yy,
.
a2 \2-’ » . R " N - q N “: da
WRTI2 235 vavianie 15 exprotad havae a negativa ofvent

Ditferences in the effact of this variadle wish respack

L

t0 race arve ex.' ted to reviact suck ints ract\ons 25 well
s differencas in tho health status o7 the racas. Fyrthar-
mave, it is expected that the eF ect of this variadle wil]

ditfer with re‘Pect to se Ao This i% an indication of the

greater sub stututaL:]1Ly oF work in the home for females
than for wales 25 well as intaractions hatwaan education,

experience, an vﬁaitn cowd1flons and differences in tie
nealth status of thes sexes. Conse queﬁt1j, it is expect nd
that this variabla has a negative effect ythich is smaller

in absolute size for fepales than for males.

In the full earnings .regressions, dummy variables are
included foir the U. S. Census two-digit occupations as

well as the varicbies included in Lhe personal Lhigaracter-

0

istics earnings regressions. In tha original d sign of

this set of variahles, c]arical workers were the ro

0

far

i

ence group and separate dummy variables were to be includ-
ed for professionral and technical workers, rianagars, sales

workers, craftsmen, operatives (including transport),

T8N ’ BEST COPY AVAILABLE



SRR S D SERe TR, (R T e
S e Sy =
N
iw
N
3
H
* .

. - : B [ K A . .- s e - \ w2 Y e . -
Tabourars, Taermavs and Juee mdfidg@rs, sarvice vorkars,

>

aml private household vorkers. How vnr there are in-

suificiant obaovrvaxions in veral of thas> calls to
pavmic estimation. Conse ;u;nt]y. the occupation variabdjc.

L
tr

are Timiied to an ostimable n 1bea, the inciuded variab]

davying according o Lhe particular subsamp]e 5f data be-

ir; estimated, _ .
ﬂ]taaugh these occupaticnal variables are expected

tiz explanato y power of the est1nated narmngs
I R - A S W

Stiruc ?e, thair 1wclus1on Tor the purpos= of this study
15 questionahle Tor severa] reasons. According to the
Cuomparability Doctrine, Federal pay raies are te be com-

paradle to private pay rates at the same level of viork.,

Tho sama ccoupation in tha private sector may exist at
mare than ona level of work in tha Federal sector. Con.

sequently, the effact this ocrupat1ona1 variable would
measure is uaclear. Furth rmora, 1f the policy goal of

achacvnnq eauity between Federal workers a

>3

d their equals

in the private sactor has baen achieved, then workers with

compairadle productive characteristics should receive con=

J

parable pay without controlling for occupation. The reles.. ..

vant earnings structure to examina for this purpose is tha
estimated personal characteristics equations. Nevartheless,
the f&%] earnings equatxons are also estimated in ordar

to examine the queat1on of vinether Federal and priva:

vorkers of roughly equa] characteristics receive the sanme

pay for tie same broad occupational categories.

£
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census veference woek., The howrly wage ra»g is estim:

- oy Bty v e £, . 2 s N A4 > N D R . .
in both sols of equations estimating tha vag? struc-

v.,
= 73
o
=
3
O
-

tura, tha depondont variable is the natural logari

nhe iourly wrea vata, Because the hourly wa crate is not

pracading the wensus, and the hours workad curin> tha

e
~r

o
0
[*]

then, by tha relation
wage rate = annual  1/wesks worked _1/hours worked
earnings”  Tor the year during the
preceding the censys refer-
CEnS5SuS ence yveek
In both censuses, weaks worked are reported in intervals.

» - am - o
wWorked are ¢

Un

For ‘estimation purposes, week
mid-points of lhese intervals: for the interval 13 waaks
or less, weeks workad are set ecqual to 6.5; For the iﬁter-t
val 14-24 weaks, weeks worked are set egual to 203 for the
interval 27-39 wzaks, waeks worked are set equal to 33;

for the interval 40-47 weeks, wee«s workad are set equal

to 43,5; for the interval 48-49 weesks, weeks worked are

set equal to 48.5; for the interval 50-52 wezks, weeks
worred zre <ot equal te 51, Hours worked guring the refop-
ence waek aré 21s0 reported in intervals in both cansuseé.
For estimation purposes, hours workad aréwdefined at the
mid-points of all but the 1ast‘interva]: for the interval
1-14 hours, hours are sat equal to 7; for tha intarval 15—k

29 hours, hours are set equal to 22; for tha interval 30-
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34 aours,

Meurs, he

vaiua tor
to obtain
intery§1,
frequenci
those for

viithout pa

fore, the averzge value for hours in the open-end interval,

Y. is com

o]
i

viera

N
iton

o
'l

O
1

Ho k 7 = &4
(£-T) b-a

3. NS N ‘ R n . b e R4 N - by [ ey opd
ROUTS are Stloequal to 33 Tor the yoporiad 3

aours have §s obtained by tho same msthod used
tha avarage value for earnings in the onen-and

cy fitting a Pareto curve to the data. Tha

es used in the computations for each tape aye
the entire tape, including individuals working

2y and state and local government workers.

wuted using the formula

-

¢z

-~

There-

The avera
= 84,16

The avera

=]

= 80.89

ge value

the Tower Timit o7 tnz opun-end interval
tha slope of the curvae fitted to the data
the logarithn of the lower iimit of the interval
precod1n4 the open-aad intervajl
tha Togarithm oFf the lTowar limit of the open-and
intarval
tne logavrithm of the sum of the frequancias in
the open- -end interval and the 1nuerva1 _Precading
1% T ,
the Togarithm of tha fraquencias in tha open-and
interval. '
ge value for 1980 comdutad in -this fashion is
e
o v b = 0 ! ( L_b”) hy ( ] )

fashion is

In{4343) - 1n{1933)
In(80) - Tn{49)

for 1970 c0ﬁout°d in thi

3.8709

a4

9 vinere Z

BEST COPY AVAILABLE

l.. 91



5

rne spetidication of tha control variablas for t

2
Fersounal chavactaristios and the Tull vage regressions is
k ARk oy the 2arrinys rogrossions.  Theso

squalions are wstieated for all Fodoral and for all priva

Re) :'7 » y N
!H‘U PRI i AN W 3

sions (vihites, non-uhites, naies, famales, white males,
waine Tomales, don-whits ma 1&;, non-whita {enales) of

Fedaval and of privata workevs.

Structurat Comparisons

bafore specifying the exact technique used to estimate

the earnings and wage rate differentials between Federal

and

-..

private sector workars and to decompose these diffap-
4

entials into their component parts, it is necessary to

considey tha hypothesis that the earnings (vage rates)

Fedaral workers and private sector workers are gener-

ated by the sam2 structura. In order to test this hypothe-

i5, personal chavactaristics and full-scale earnings and

[ %)

wage equations are-estimated for all. Federa] workers, all

—_ *

private workers, and all workers in the subsamplie (ex-

o

>,
»

2

cepe state and local government workers and individuals
; S ;

working without pay). These estimations are made on the

1960 data and the 1970 ddta using both the industry class-

ificaticn and the work class methods to subndivide &,

These results are employed to perform a Chow test of tho
equality.of earnings and wage rate structures for Fadarai

23

s
n

and private workers. The test statistic formed
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(353, - 83, - SSEL)/k
— \ ‘ ‘ £ F k | -}.l" v) LN
(388 v SSE )/ (0 + @ - 2n) Ra PERmAR
P r
Vhors . T -

T = total of private nnd Fadural workers combined
P o= private workers
F o= }='ﬂ*a|‘wer&ars
do= opumbar of indapendeat variables pius ona
n = nu.aér OF private warkers
B = pundar oF Foderal workars

It is expected that the 2arnings and ‘wags rate struc-
tures estimated with personal characteristics only ara sig-
ni 1cant1J divierent in 1950 and 1970 for Federal and pri-
vate workers. The resu}ts from the appllcgt1on oFf the Chow
t2st, contained in Table 8, confirm that the structuras
are significantly different at the § per Cent level. How-
ever, it is poﬁsib]e that when diffarences in occypational
Structure between.the two sactors are controlled for in

the Tull ragressions, the earnings and wage rate structures

Will no lorger be significantly different. The test sta-
tistics Tormad from the application of the Chow test to
the Tull caraings and wage rate equations, found also in

Tabio 3, confirm that the earnings and wage rate structures

are still swoqx.xcant]v different for Federal and private
vorkers in both 1960 and 1970 at the 5 per cent level. ha
earnings eqrations from which these statistics are formad
are found ir Tables 4 and 5. The wage equations are pro-

sented in Tables 6 and 7.
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- Table 4
Ovaerall Parsonal ﬂracLhrlsbzcs Earnings Equations?
AT 1980
Depuadont Variable: 1p 2 Workaers Federal Private
Constany ;‘5;5379 - b, 653* f 552386
(72.55834) (45.931% (76.0758)
Education C.C458 0.0727 0.02286
- (10.6947)  (9.5657)  (4.8043)
txperience | N 0.0437 _0.0626 0.0364
. {14.2542) {11.3560) (10.7040)
Experience Squared -0.0011  *~T.0016 - -0.0010
‘ (-20.1046) (-8.6577) (-17.3244)
Race -0,2754 -0.3146  -0.3055
(-7.8053) (-5.8060) (-7.9437)
Sex -0.4334  -0.6132 -0.4084
(~14.3354) (-12.8491) (-12.2743)
Spouse Present 0.71936 -0.0250 0.2307
-(4.7602)  (-0.4032)  (5.2023)
Spouse Absent -0.0618 ~-0.1863 -0.0127
(-0.6256) (-1.0838) (-0.1143)
Lidowed 0.2382 0.1259  0.2828
(3.0340)  (0.9817)  (3.3317)
Divorced, Separated 0.2214 0.1518 0.2316
(3.3355)  (1.5762)  (3.1892)
Urban Residence 0.7555 0.2773 0.7095

(24.8097)
. 214.1759
0.0677
"2.3836
29,349

F
p?
Standard Error

Number of Observations

ER&C

Aruitoxt provided by Eic:

(4.3144)
" 56.7351
0.1603
1.15710

2,920

(21.8785)

160.1543
0.0568
2.4577
26,429
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" Number of

- 82
Te d=-~Continyad
o AT (we) 1E70 (Un)

Dapandant Variabio: In ¢ Norhers Fadarad Privato
C onssant 6.’:1,*;6 L‘ D)nl \ €. gu:\)
(86.6060)  (60,0377) {Cu.5180)

Education 0.0587 0.08Y5 0.021%
(1%.1815)  (15.0311) 3 5755)

EXnarience C.0532 0, ﬂu:! - 0.040%
(20.2728) (16.2053) (3i3.5572

tiparienca Sguared ~0,. a8 -0.0011 -0.0070
£23.9778) 1-12.5073) (-18.97v2)

Race -0.1710  -0.2838  -0.2330
(-5.6588) (~7.6552) (-6.5834%)

Sex -0.6729 ~0.4935 -0.8880
(-26.5309) (14.5333) (~23.5903)

Spouse Present 0.3426 0.2773% 0.4012
(s.6412)  (6.0584)  (8,7876)
Spouse Absent 0.1132 -0.2393 0.2053-
(1.2555) (-2.0453) (1.9850)

Hidowed 0.2765 0.2380 0.3592
(4.C090)  (2.9555)  {4.5835)

Divorced, Saporated 0.3560 0.1679 0.4474
- (6, 639”) (2.4219)  (7.2483)

Urban Residance C.518 0.2534 0.4501
(19. ﬂ473) (5.6039) (15.5093)

Dizability 0.4706 ~0.4023 -0.46€62
(-9.7307) (-5.8852) (-8.5150)

F 255.5121  144.6527 165.6689
R? - 0.0771 0.2270 0.0605

Standard Evror
Observations

-

2.1770

33,523

1.1297
5,383

2.2923
28,140
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Tabdlie

L--Continued

AT (IRDUS)

1970 {11D03)

Rapoadent Yarinableo: o € Vorrars Federal Private
Constant 6.2244 6.7153 6.5759
(167.70113) (53.8557) (96.1872)
Eduzation G.0706 0.0855% 0.952%
(12.60691)  (12.8517%) (13.1458)
Lxneviang - €.0543 0.077% 0.0464
(22.4243)  (15.5352) {17.5723)
Experiance $guared o=0.0012  -0.0012 . -D.ODI}

(-25.3237)"7 (-12.0843) (-21.5342)

Race -0.1316 -0.2502 -0.1422
(-4.7627)  (-5.9018) (-4.6767)

Sex -0.6537 -0.4784  -0.5497
(-23.1254) (-12.6638) (-25.4905)

Spouse Prosant 0.3164 0.2165 0.3528
(5.6807) {4.7432)  (9.3215)

Spousz Absaent 0.0979 -0.2710 0.1615
(1.17923) (-1.9415) (1.7895)

Hidawd 0.2763 0.71933 0.3392
: (5.3365) (1.7014)  (4.9118)
Divorced, Separated 0.3431 0.1592 0.4028
(7.0113) (2.0555) i (7.3595)

Urban Residenc ~0.45678 0.3624 0.3180
' (18.9950) (6.0089) (15.78¢5)
Disability -0.4568 -0.3124 ~0.4625
(»10.1427) (-4.1182) (-2.4062)

286.3504 109.2671 202.9536

R 0.078] 0.2248 0.0632
Standard Error 2.1212 1.0344 2.1977
fiumber of Observations 37,049 4,103 32,521

At-values in parentheses -
i T 4™ -
. Sb BEST COPY AVAILABLE



R N IOV o4
1 <‘.b. T

Jvayall Full-Scale Larnings Equaiinps®
v 19:3

bavendent Yariahle: ip © Vorkars Fadoral Mrivace
tonscant 5.123% 5.8 7 h,221%
(39,3817) {(12.537) (87.2323)
Cducation ¢.2338 0.045% 2L 0857
(16.2579) i5.11%8) (i 3317)
txperience 0.0440 0.03574 0.0353
(14.48688) (11.15852) (10.8545)
Exserience Squarad -0.0010 -0.0010 -0,0903
(-18.5527) (-8.7G671) (-15.5436)
Race =0.2453 ~0.2114 -0.2682
Sex -0.2932 -0.54%451 -0.2365%
(-3.8948) (-15.49 9) (-5.6704)

Spouse Present 0.1651
(4.1109)

Snouse Absent -0.0429
(-0.44318)

-t ) N Oy
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oo
[\ &5 )
o
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-
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widowved _ 0.2006 c.1271 2.2259
(2.771C2) (0.9250)  (2.8209)

Diverced, Separated - 0.2015 0.1630 0.1859
(3.0330) (1.7012)  (2.7413)

Urban Residence | 0.7835 0.2735 0.7350
e (26.1111) (4.2724) (23.06811)

Professionals 0.1686 - 0.3569 0.7394
(3.3823) (5.7617)  (2.473%

Managers ~0.7954 0.2717  -0.8065
(-13.9435)  (3.0129) (-13.0203)

Sales

Crefismen C.7761 0.1403 0.8565
(15.4955) (1.8759) (17.5377)
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Vavle 5--Centinuad
i | i1 1560
vagptadent Varistie: in ¢ nerRers reaereal Private
Operatives 0.5094 -0.0487 - 0.824G7
V13.6378)  (-D.4151) {25.5113)
Labopars 0.9103 -0.2242  0.5003
(7.6535)  (~1.5723) (8.5175)
Service -C.1005 = -0.19¢3 ~0.0423
(-1.8305) (-1.8778)ﬂ (-0.7315)
F 200.6610 38.615¢  169.40568
R? 0.0932 0.1709  0.0925
Standard Error 2.3444 1.1437 2.4107
¥
“Number of Observations 29,349 2,920 26,429
QD
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Danandont Yawiahlo: In S RAIN RN Fodayal Pedunta
e e e e e s ot
™ s TR Y o IS ’ B ~ Pl o )
fonstant £.208% 7.0258 6.3357
§ 7~ n- :~ L FAE SR ‘:!y\ I A\ » - ey \
- (7/.0),,9) (Ji.ud".a~..} \R¥Lind;
a ot v QN0 nres Nton
caivation 5.0833 C.0341 0222
E BRI AT ¢ W4 {D St 7 e LN
‘(1»3.. RSN ) (u.{h;()u) ( .‘0213(}
(AN Z o =17 r e 20
LXpacienan 0.03513 C.0L3] . 0389
7 ol B AW n - " a4
112.5188) (15.3527) (12. 024)

Experience Scuapred
Race

Sex

Speuse Present
Spousa Absant
Widowed

Divorcod, Sapirated
Urbar Pesidencea
Profassional
Manager

Sales

Crattsman

~0.0011
(-22.7072)

-0.1370
(-4.249¢)

-0.5331
(~18.7047)

0.3119
(8.7845)

0.0373
(0.9729)

0.2582
(3.€135)

G.3435

(G.LDSS

G.5544
(20.7975)

0.2048
(4.7299)

0.0667
(1.3297)

-0.2389
(-4.5635)

0.3753
(2.599%)

39

E‘C . ‘0‘0] 1 ‘
(-12,3741)

~0.1975
(-5.1783)

-0.43557
(-12.3102)

0.2603
(5.7213)

-0.2170
(-1.8701)

0.2772
(2.8509)

0.1599
(2.3237)

0.2471
(5.5005)

0.2529
(5.74783)

0.3195

(5.3807)

-0.6459
(-2.5676)
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5--Continuad

All

1870 (uC)

Banundant Variable: In E Werkers Fedaral Private
Operatives 0.4139  -0.0439 0.6401
(15.3821)  (-0.5088) {14.2733)

Laborors 0.1017 -0.2719 0.301]
(1.5974)  (-2.4830)  (4.2412)
Savvice -0.3734 -0.3448 -0.2174
(-8.0152)  (-4.8229) (-4.1102)
Disability -0.4457 -0.3897 -0.4364
(-9.2503)  (-5.7350) (-8.0209)

£ 178.9675 95.3128  124.9387
R? 0.0872 0.2398 0.0735
Standard Error 2.1650 1.71203 2.2764
Number of Observaticns 33,523 5,383 28,140

100
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Dovendant Vavialblae: I € Worters
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MTavA o
1978 \.‘..:zD!..a,
™ . R N I »
1 3deven Cav ol

ol . )
Lonsant

o% 1
( 8 ¢, P 7 3
Luucuedion 0.08%9

Expericnea 0.0524
(21.8%26)
A

Experience Squared -0.0C1
(~24.185¢C)

Race -0.0979
(-3.4827)

Sex -0.51584%
(-19.9244)

Spouse Preasent 0.2869
(8.7817)

Spousa Absent 0.0693
: (0.8391)
Vidourad 0.2510
(3.9582)

Divorced, Saparated 0.3399
(6.8533)

Urban Rasidence 0.4996
(20.2393)

Profassional 0.2937
(7.7479)

Hanager 0.1114
) (2.3559)

Sales ‘ -0.2358
(-4.6726)

Craitsmen 0.4035

(9.7728)

L. 101

7.0858 61740
(81.8758)  176.7150)
0.0353530 0. G577
0.07%3 0.2437
(14.8622)  (16.5544)

-0.4227 -0.4615
(-10.0725) (-16.1674)
0.2042 0.3111
(4.0301) (8.6810)
-0.2592 0.1176
(-1.8722) (1.310%)

0.1855
(1.6505)

! )

0.1512 3829
(1.9659)  (7.0447)
0.2973 L4523
(5.9439) (17.1079)
0.3154

(6.5383)

0.3548
(5.761¢6)

—
oo wo [soN an) ~No ~N O D
w ,
N
—
o
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.
w
T
—

—

-0.5626 -0.C210
(-1.4748) (-0.3901)
-0.0204 0.6019

(-0.2686) .(13.2644)
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fable S--tontinung
ATT (11DUS) $70 (1NDUS)
J\“'*“>n* Yariable: 4n E Wortars Fa a] Privats |
Upuerative 0.4030 -0.0R02 0.5894 5
(10.6250)  (~0.6763) (14.3255) ;
Laboror 0.1029 -0.2281 0.295] |
(2.0502)  (-1.6835) (4.5872) .
Sovvice - =0.23134 =0.1872 -0,16351
(-7.4011)  (-2.0019) (-3.6103) |
Disability -0.4340 -0.2920  -0.4355 -
(-9.6436)  (-3.8773) (-8.9045)
F 201.1182 72.0735  151.2699
R2 0.0886 . 0.2375 0.0759
Standard Error 2.1097 1.0754 2.1827
Number of Observations 37,049 4,108 32,941

e e e

%t values in paranthases

} BEST COPY AVAILABLE
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Tabile O

Uverail Personal Characteristics Wage Equations

Sembrm ) WAEh A w. aeaky 5 .

o | A 1960
Dupaadant Variable: I1a | workars Federal Privaia
Coascam =6.0587 =0.5084 =0.8373
(~12.35149) (~4.55025) (-7.7510)
Education 0.0240 0.0701  ©0.0023
(6,00?%) (9.8%25) (C.5282)
Expariencs . 0.0192 0.0309 0.0708 .
(6.0487) (7.8450) (3.]309)"
Experience Squared -0.0007 ~0.0008 -0.0005
(-12.2265%) (-5.5311) (-9.9532)
Race -0.1124 -0.2488  -0.1320
(-3.1505) (-4.8573) (~3.3352)
Say -0.0836 -0.4952  -0.0353
. (=3.0279) {-11.0004) (-1.0751)
Spousa Present 0.0745 -0.07C4 0.0594
(1.8131) (-1.2028) (2.2111)
Spousa Absent -0.1219 -0.1749 -0.0894
(-1.2207)  (-1.0768) (-0.8211)
‘Hdovwed 0.09238 0.0292 C.124
(1.1694) (0.240%) (1.4502)
Divorced, Senarcted 0.1019 0.0918 - 0.1057
(1.5183) (1.00835) (1.4352)
Urban Residence " 0.6885 0.2221 0.6495
) (22.3701) (3.6554) (19.75938)
F 122,14046 41.0149 100.8951
R2 0.0428 0.1205 0.0354
Standard Error 2.4091 1.0830 2.4911
Humber of Observations 29,349 2,920 26,429
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S--Continued

91

AN 1870 (8C)

Coagondany Yariable: N worrers Fedara) Priveta
conatant -0.5482 =0.5963 -0.0%543
(-8.0616)  (-5.6230) (-0.8213)
nducation £.0459 ~0.0857 ¢.0125
(11.7972) (15.3661) (2.7209)
Exporiencea - 0.0267 - 0.0483 0.0138
(10.2395)  (12.3917)  (¢.5208)
Experience Squared -0.0007 ~0.0008 -0.0005
: (-14.1292) (-8:7817) (-Sm9061)
Raca -0.1246 =0.2405  ~0.1715
(-4.1478) (-6.6755) (-4.8573)
Sax -0.3343 -0.3494  .0,3075
(~13.2§54) (-10.5890) (-10.8012)
Spouse Presant 0.1710 U.1772  0.2062
(4.8400) (3.97835) (5.0432)

Snouse Absent ~0.0294 -0.2729 0.0337
(-0.3279) (-2.4011) (G.3258)
Widowed 0.1443 0.1507 0.2085
(2.1043) (1.5385)  (2.6442)
Divarced, Separated 0.1302 0.0179 G.1683
(2.4424) (0.2656)  (3.2217)
Urban Residence 0.4909 0.i248 ° 0.4459
(12.5201) (4.2045) (15.1016)
Disability -0.2766 -0.3012 -0.2592
(-5.7513) (-4.5345) (-4.7483)
F 128.0005 87.25816 75.4050
R? 0.0400 0.1644 0.0233
Standard ‘Error 2.1649 1.0979 2.2536
Humder of Observaticns 33,523 5,383 22,140
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fnangtant

Experibnzse Squared

Race

Sex

Spouse Presont

Snouse Ahsont

Hidowed

Divorced, Separatad
Urban Residance

Disability

F
p2

Standard Error

Numoer of Observations

RS Y y Nl
ivhla €=«Coating

od

-0.2975
(-12.9030)

0.1515
(4.5747)

-0.0327
(-0.3976)

(1.1323
(2.0929)

0.1177
(2.3827)

C.4377
(17.9161)

-0.2785
(~6.2075)

145.6709
0.0412
2.1042
37,049

-0.3538
(-9.925/)

0.1233
(2.4374)

-0.1932
(=1.4304)

C.0531
(0.4328)

0.0235

¢.2279
(4.6733)

-0.2303
(-3.1372)

79.3864
0.1735
1.04

4,108

(o)
(34

o~
H
-9

o
P
-—f f

—
L]

a1 N S
)Ej" . 3”:“ \T »‘:'S;
tv\scrk\g!‘*s 1'3“\3’& A }“;‘“";:3 ;r§
~0.6557  «0.5733 .p,i188
(-13.2819)  (=51.7730)  {ag,3v70R0
T, 0620 AR IR 0,020
w2 ' - 3 -
(]: 3878) (-12.23575) -\"";."aﬂg},
0.0257  6.0853 0.518!
(71‘]31 (;2,4?33) (5' ??S)

-

- (D

L g o

(€3 N3

| .

-0.C568
-3.2024)

—
< ]
v s
CON N O

OO~ ~ Sy
LD e

=
h T

T1 Lo
<o O
S

—~~

oC
L ] [
€ wd

* *
OO
(42 B2 F)
Fs I A0
g™

L ans

L L ] L ]

.
(A -
(Yo W ]
—

OO W
Gi o
S

—

E ] L ]

N P Lo B
L J
om

O
LI
<9
—

L")

@t-values in parentheses.

| 105

BEST COPY AVAILABLE



Tavie 7
: W D33 g
Querdll uli-Scele Yaue Equations®
:‘:\._-‘ - cemn . e . ke

"‘, Yovom & :;: » r N
Dapandant Yarianle:

- g n

Cuastant

tducacion

Experience

Exparience Sjuared

Race

Sax

Spouse Present

Spouse Absent

Widovwed

Divorced, Separated

Urban Residence
Professional
Manager

Sales

Craftsmen

e

AN 1950
In ¥ Yorkers Federal Private
-1.52935 ~0.3395  -1,5547
(-21.3857)  (-2.2399) (-17.3328)
0.0558 0.0487 0.0587
(12.1450)  (5.3858)  (8.9484%)
0.0198 0.0398 0.0114
(6.3323)  (7.64%8)  (3.3635)
-0,0006 -0.0006  -0.0005
(-10.6668)  (-5.5439) (-8.1394)
-0.1082 -0.1555  -0.1216"
(-2.9904)  (-2.8240) (-3.0861)
0.0641 ~0.2401 0.1468
(1.9511)  (-8.%427)  (4.0961)
€.0529 -0.0734 0.0679
(1.3084)  (-1.2595)  (1.5376)
-0.0994 -0.1258  -0.0736
(-1.0158)  (-0.7763) (-0.6995)
0.0720 0.0343 0.0883
(0.9242)  (0.2842)  (1.0479) -
0.0870 0.1034 0.0762
(1.3201)  (1.1415)  (1.0563)
0,7209 0.2172 0.6815
(23.8457)  (3.5362) (21.1562)
0.2405 0.3195 0.2120
(4.7869)  (5.4556)  (3.7253)
-0.9454 0.2238  ~0.9773
(-16.4360)  (2.6231) (-15.6172)
0.8180 0.1042 - 0.9303
(17.2554)  (1.3113) - (18.2167)
1 106 BEST COPY AVAILABLE
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24
Tubla 7--Continued

Al 1950
Bonendeant Variabio: Ia N tarters Fadaral Private
Gharative C.82499 -0. 0522 0, 8268

(J?.QSSS)‘ (-0.7537) (20.4387)
Lduorer - 0.7259 =0.1279  0.3182

(1¢.8211) (-C.9433) (11.4007)

{-1.4700) (-2.4723) (-0.5955)
F 160.2434 20.4776  142,.6359
R2. 0.0799 0.1309 0.0750
Standard Error 2.3620 1.0815 2.4355
Number of Observations 29,349 2,920 26,429



Lducation
Expurieace
Lxperionce Squared
Race .

Sex

Spouse Present
Spouse Absanc
Wideviad

Divorced, Separatad
Urvan Busidence
Prefessional
Hanagor

Sales

Craftsmen

Operative

ATT ()

<
Cci

1970 (We)

N IO T
Privive

0.0257
(5.8230)

-0.0005 °
(-13.1023)

-0.1063
(-3.4712)

-0.1956
(-6.8957)

(4.2136)

-0.0530
(-0.5941)

0.5254
(19.5068)

0:2390
(5.5476)

-0.0369

(-0.9409)

-0.0993
(-1.9048)

0.3904
(8.9889)

0.4170
(10.5103)

A T

(8.9714)

(11.9167)

-0.0007
(-8.6083)

-0.1672
(~4.5035)

-0.3224

'(-8.7545)

0.162%
(3.6573)

-0.2527
(-2.2366)

0.1396
(1.4799)

0.0110
(0.1554)

0.1804
(4.1258)
0.2501
(5.8387)

0.2853
(4.9617)

-0.4805
(-1.9593)

-0.0653
(-].0590)

-0.0481
(-0.5723)
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97
aole 7--Cuntinued
ATT (INDYS) 197¢ (InDUs)
Duresndont Variadblo: ja M dorkars Fedaral Private
tConstany -0.%8437 =-0.2702 ~0.376%3
(-12.7598) (-2.0%45) (-10.923%)
Lducasions L0528 L_.0.9587 0.n570
{al 8150) (7.8503)  (11.0380)
Exparience £.0257 £.0524 0.0154
(10.7063) (11.7829) (6.2547)
Experience Squared -0.0006 -0.C009 ~0.0005-
(-13.5492) (-9.03823) (-5.8510)
Race . ~0.0793 ~0.167] ~0.0369
(-2.8413) (-2.9869) (-2.8211)
Sax -0.16562 -0.3048¢ -0.0880
(-6.4259) (-7.5950) (-3.1054)
Spouse Present 0.1301 0.1107 0.1410
(4.0171) (2.2543) (3.9547)
Spouse Absent -0.0586 -0.1844 ~0.03383
- (-0.7152) (-1.3747) (-0.4070)
Widowed 0.1088 0.0431 0.1433
(1.7289) (C.3941) (2.06982)
Pivorced, Separated - 0.1116 0.0146 0.1395
(2.2697) (0.1958) - (2.5795)
Urban Residence 0.4685 ~ 0,2234 0.43256
(19.1210) (4.6101) (16.3473%)
Professional 0.3410 0.2943 0.3932
' (9.0640) (6.3084) (9.1117)
Hanager ~0.0088 0.3158 0.07165
(-0.1876) (5.2914) (0.309%)
Sales -0.1082 -0.7486 . 0.0755
(-2.1594) (-2.025?2) (1.4120)
Craftsmen 0.4127 -0.0173 0.5896
: (10.0683) (-C.2346) - (13.0605)
Operative 0.4091 -0.0736 0.5659
(10 8706) (-0.6847) (13.8257)
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Chovi Testk Statistics

PEST 1AV {I5DUS) 1870 (wn;
ners. ch, 52,00 52, 5% 77.64*
Lavnings
rull-scald LA, 6o 35.58" 53.38%
LaArNings ) :
pars. ch. 11.83% 6.79% 54 .507
WaAGE raue
Tull-scale 39.25" 32.83" 53,34
wage rata

*signiticent at the 5 per cent level -

Estimating the Differentials

‘Given the two earnings (wage rate) structures”est%mated
for Federal and private sector workers, an estimate oFf the
gross earnings differential between the two sectors is
made with the mean values of earnings (wage rates) for

each sector. tHowever, thnis estimate doas not indicate

' \
wnetner the differential is solely due to differences in
characieristics betwesen the different types of workers.
‘If comparable workers are receiving equal pay because of
a successfuj application of the Comparability Doctrine, the
- differential for 197¢ should be attributable wholly to

differences in characteristics. belween workers in the two
sectors. If, however, some portion of the differential
remains unaccounted for by differences between workers,
then the Comparabflity Doctrine has bean unsuccessful in
acnieving its basic goal and consideration must be given

to an explanation of the remaining differential.
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The tochniqua used to decemnose the earnings and vige
rate citferentials botuaenn Fedaral and privita workers
fnun A pO?ﬁﬁnﬁ‘{ﬁ Wibutable to dYffarances in personatl char-
Qetaristics and an yaaxplain o povtion is that develosar
By Uaxaca {discuszsd 9n #na piracsding chantar), The Yok b e

Ouxaca’s notavien. The fornm oF the decemaosition of the
Wage rate divizvential fTollews this exactly and qs obtainad

by substitﬁting vidga rates for 2arnings in the eguaticns
presentad balow,

Looking at thg estimated mean earnings and wage rates
Tor Federal and private workers in 1950 and 1970 in the
aquations estimated to perform the Chow test reveals that
the mean values Tor Federal 2arnings (and wage rates) ex-
cead those for private earnin 'gS ( nd wa,e rates) in both
Jears and for both divisions of the 1970 census (subdiyi-
sions by industry c]g§s1r1cat1on -- labelled 71970 IpnpUS --
and work class varwab]es -~ Tabelled 1970 uc).

Fedaral " Private

T & E ny W ™E E s W

1950 . 8.372 54,321.27 0.826 $2.28 6.593 $1,008.95 0.373 § .69
1970 1HOUS 3.992 37,345.65 1.365 $3.92  7.759 32,352.56  0.407 $7.50
1970 Y &.816 $6,751.25 1,302 $3.63 7.574 32,151.67  0.33% $1.36

Tais is directly tne opposite of the relationship the propon-
ents of thoe Cowmparability Doctrine described Tor 7960. The

policymakers maintainad that the differential for comparable
Woirkers in the éwo sectors had disappeared by 1970. The ob-

servation that thesa two different groups of workars are
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he said that Geserinination, as Zaanneth Arroy cotinas jei,
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exists. Results of tha Chaw test reported in Table 8

ceonTirm that Foderal and private workers ara paid accord-

ing to sic gnificantly different earnings and wage rata
structures.- Tnere.orez‘if the relative earaings (wage

) of Federal vorkers are greater than what they would
receive if both Federal and private workers were paid
according\ic the ssm2 earnings (wage rate) structure, than
discrinination exists in favor of Fedara] workers. This
term is not normally used to refer to an advantage enjoyed -
by a particular group of workers. From tha standpoint o7
the econcmy as a whole, this is discrimination against
private sector workers. qzagver, from ;ﬁéhlndiv1dué3"
woriker's point of view, this is an economic rent naid to
the Federal werkar., Because the method used to decompose
tha gress diffarential is derived from the econcmics of
discrimiration, tiis component of the Federal-private
earnings differential is referred to in the thaoretical

¢ - .

analysis below az the part which is attributabie to dis-
crimination. 1In the empirical analysis of the earnings
and ﬁage rate differentials in subsequent chapters, hoy-

ever, this component is more correctly termed an economic
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Gaxaca's discrimination ccefficient was written in teras of
Wage ratios. The discriminaticon coefficient for Federal wage
rates would then correspond exactly to Oaxaca's for male wage
rates,

Equation (17) can be re-written in terms of natural
logarithms as

(]2 n (D + ]) = ]n(EF/EP) ‘w]n(EF/EP)O.

w
-,
p

nce the Federai/private earnings ratio is known, the
probienm in estimating the discrimination coeffiicient is to
@stiate the uhobdserved Federal/private earnings ratic which
would exist in the absence of discrimination. This ratio is
estimatad by the same technique Oaxaca-used in estimating the
male/famaie wage ratio which would exist in tha absence of
discrimination. This method is to assume that in the absence
of discrimination both Federal and private workers would ba
paid either according to the earnings structure estimated

for Federal uworkers 6r the earnings structure estimated

for private workers. Thase assumptions are used in
decomposing tha gross Faderal-private differential into

a portion attributable to differences in character-
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are the mean sarnings of Federa) and private
ers respactively. '

Taeking the logarithaic transformation of this, equation (11)

ten as

o

can ha vra-wri:

(it} In(6 #1) = 1§ - 1n .

P
1

-le

Thz earnings aquations e

(%2 ]

mated for these twe groups of

warkers can b2 weitten in cenaral terms as

)
L
(:\

o
ol
3
"M

9
"
N

joe b
<+

Vihere ZF' end Z,' are vectors of the independent variatles
© Tor Federal and private WOTrKars, po-
spectively
g oend BP are vectors of the coefficients estimatad
in these equations for Federal and private
workers, respactively

165 B

e and ep are the corresponding vectors of re-
, gression rosiduals.

Using the property that an equation estimated by ordinary
fcast squares passes through the mean values of the de-
perdent and independent variables, equation (14} can ba re-

written as

— -~ —

(]7) ]ﬂ (G +]) = ZF'BF - ZP.BP
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the vactors of estimater soetfizieats

ederal and private workers can Se uritien os

ituting B = Bp - aB into equaticn (17
F P

(26) In (G + 1) = 7p (P - AB) =« Yp'Bp-

corposed oy subst

Using tha relation defined in equation (18), this becomas

(21} In (G * 1) = Z’E? - Z L8,
. Assuming that in the absance of discrimination tha

earnings siructure astimated for privata vorkers wouid apoly
to poth Federal and private workers and using the definition

o the discrimination coefficient in equation (12), it

-..!.

hand sid

[ d

can be shown that the first term on the

(]

"iga

-y

ef equat represents the portion of the gross Fed-
to WreEr-

of work-

Fedz2ral/

on (21)
d

eral-private differential which is attributable

-
"

ences in charaecteristics between the two grouns

ers. In othner words, it is an estimate of the
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Using again tha proparties of least squares est imates, an
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ert expression of thisg relationshin 0% the type

aguiva

Malkiel and Malkial used for estimation js26

22) 1n (L) « 70 n (5 '
(222) 1n £5)° = T's, - I ()

-

Under tha same assumption with respécf to the earnings struc-
ture waich would prevail in a nondiscriminating iabor

market and using the formyla for the discrimination coat-
ficient in equation {12), it can be shown that the second
term on the right hand side of equation (21) represents

the pertion of the gross divFerential attributable to
discrimination. 1In other words, it is an estimate of

the natural logarithm of one plus the discrimination coaf-
Fficient. Equation (12) can ba written in terms of known

quantities as:

(23) In (D + 1) = 1n (E./E,) - 1a (EF;E o

Substituting equation (21) for 1In (h /T ) and equation (22)
for 1n (E /E )°, equation (23) becomes

(2¢) 1n (D + 1) = s7'R._ - zF'aé - A7'8, = -Z 28

P
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Ssiny the rolation defined in equation {(18), this bacomes

Then, assuiing that in the absence o{gﬁiscrimination the
estimated Federal earnings siructure would apply to both
tyves of viorkers and using the formulz for the discrinina-

icient in equation (1), the componants of the

J L F » ,.‘
TIen cori

yiross difvereatial can b ddentified in equations (27) ard
(23) in the same manner as above: )

An eaquivalont expression ajong the I1ines of Malkial and

Malkial's analysis is

(27a) in ( 2 )° = 1p (?F) . 7P'3F

(23) in (D % 1) = -7 48

hn equivalent expression along the lines ef Malkiel and

MPatkiel's analysis is
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aes alizrnative nathods of estimating the conmnanents

g possinliity ofF uj GiTVerent earnings stiructuras ra-

sulisin 2w Tadox sumbep preblen.  In the assency of dis-
codimiawtion, tha actual tarnings strvcturs prodaviy wsuld
Taside with either tha estinated Fedaral or the
estimated printe earaings structure. However, the stryc-
ture that would exist in the absence of discrimination is
unknowable. Estimating earnings on the basis of the two
alternative assumptions about this structure provides a
fange 07 possible values for the two components of the
gross differentials which should include the true values

of these componrents.

Summary and Conclusions

In ordar to study earnings and wage rata differentials
betwaen Federal‘and private sector workers, it is necassary
to estimate 2arnings and wage rate structures for the two
groups. These can be derived from the post-schooling in-
vestment models of human capital theory. The exact spec-
ification of thesa equations depaends on the information
availabie in the data used to estimate them. Two seis of
data are usad for these estimations: subsamplas of the
1960 and 1970 Public Use Samples pertaining to Delaware,
Haryland, Virginia, and the District of Columbia. These

provide data independent of the "PATC" Survey to estinmate
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used to nake tids cecomposition is that develonad by Ranald
Goxaca to, study nale-vWhale vage aivferontials and modified
by Durton G. and Judith A. Nalkiel.

The results of the estimations of the models specified
in this chapter are studied in Chapter ¥ and Chapter VI,
Policy implications are considered and conclusions drawn in

Chapter YII.
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AAC2, M"Ristrinytion of Labor Incomes, p. 12,
2
w

1 C. Chiang, Fundanantal Methods of Mathematical
ics (liew York: Nearaw-H11T, Inc., 1907), p.m 255,

hadied
——
by
-

acar, "Distribution of Labor Incomes," p. 15,

| See Mincer, "Distribution of Labor Incomes," p. 153
Thoinas Jahnson,- "Beturns fron Investment in Human Canital,"
Anerican Economic Review, LX (Septembap 1970), pp. 529-
vl Uaxaca, "Male-Female MWage Differentials in Urban Labor
darkats,” Horking Paper Ho. .23, p. 5; and Malkie] and Mal-
Xial, "Male-Fomale Fay Differentials in Protessional tm-
ployaent," p, 694,

®Class of employment refers to the type of employer:
Ffederal, state, or tocal government; private industry;
se?f~emp!oyed; or vorking without pay. In this thesis,
s5fave and Jocal Ssovernmant workers and those individuais
Joraing vithout pay are excluded from consideration and
Lh2 ocompacison is made batwezan Federal governmeat viorkers
aitd ail other remaining workers who are classified sinply
as private s2ctor workers.

7Nationa] Data Use and Azcess Laboratories, Tachnicai
L2cunantation for the 1960 Public Use_Sampie PUS-TTSG
(ﬂassiyn,‘v;rginfa: n.p., 1973), pp. 1-111T"

8y. S. Civil Service Commissiom,xﬂanpower Inforration
Systems, Manpawer Statistics Tivision, Annual Recort of
‘,

Feder2] Civilian Smnlovment b G2oaraohic Area (DacenSar
31, 1970), Pampniet 5] €3-GE Ewashington, D.C.: "TU.%.
Coverimant Printing Office, n.d.), p. v.

Q
“Ibid., pp. 185, 33, 61.

O o r————

IOFor information on the occupaticnal classifications
in the 1950 census, see U. S. Bureau of ths Census, 1950
Census of Population, Aiphabetical index of Qccupatians and

BEST COPY AVAILABLE

! 122



Iqhh’*““*‘ (iav, 2y Heshingaon, L0y U, S, Savarr.o:a:
VAN e e v ne ~ A - K : » ¥ N . F
crindieg LIFIe, P2i0). For siailav datovnncicn in Sau IR
f?ngﬁ*\ 520 L. 5. Dursau oF tA2 fancus, 1970 Cepsus ol
4 | . . R e Ll o RV R

Fumidy tian Clhassifingd Indev Arannuniviag apd BUTHSILI00Y
etoatdl ndal L ana i dnn liaey T RN ALY LA
GorshiragTon, ST T s TR T LR E BRI RV B

TY.. } . .

RUL wL Buveau oF iha Cinsus, rhlle Lo Iooaniaes ol

. . . > % s Y W 3 e W - e
fanie Raonods fror B 1275 Shasuns DALGYINLian o tarh
PN SRR L v e Mgl St avemne SO0 S s LY s - y - s
L:nﬂl Wl e A LA LY O VHRSINTION, LU BTN TS VAR R
.‘\)u*‘ ,: - I?:—:? ”.';';‘- 1:?;‘\‘:‘:%*”‘““ AR ‘? oo ko) “6 ,’ [ s -: N S -V_~\“f;§{'~’r A b <
‘ w4 N “ ) 1 e MWW e LT vitmet e NG LAY, UBEEVIE I . PR I
YT Crvtusy Dusoeintion ang Teghniznl Bosumonteiioe.).
>N iy, ol W . —— A e

.

12

.‘ ,“ : 5 4 3 -
1’U S. Bureay of the Ceasus, Incom2 Diseribution in
tne United States, hy bn'nan P. Milier, A& 160G Census “on-
o*rvpb (Yashington, 0.C. U. 5. Goverament Printing Cifica,

135
Hage dnolerests,‘ Americar conomic Peview Pacers and
Proceedings, LVI (iay 19%0), p. 538.

"®1bia., p. 592

1966), pp. 215-218,
Rodvert Rice. "Skill, Ea rninas, and the Growith of

17N11]1ur G. Bowen and T. Aldricn rinnagan, Tne Ccomomics

oF Labecr Force ParL1Caput10n {Princaton, New Jep rsay
Princoton Unive ra1»J Press, 19469), Ch. I1I-VIII (Hereis-
after referred to as lLabor Force Participation.). -

18,

]9‘. S. Bureau of the Census, 1970 Cansus Rescription
and Technical Documantation, p. 134.

*n

ibid., pp. 40-45.

’) »
Obouan and Finnegan, Labor Force Particication, pp.
102 ]0:-‘

2]Oaxaca, "Hale-Famale Differantials," p, 698.

2 i . . .
Bowen and Fianegan, Labor Force Participation, p. 64.

3Gregorj C. Chcw, "Test of Equality between Sets of
Coevficients in Tvio Linear Regressions,” Econonetrica,
XXVIIT (July 1960), p. 602. .

24Kenne*h J. Arrow, “The Theory of Discrimination,*
in Discrimination ed. by Ashenfelter and Rers, p. 3.

250axaca, "Sex Discrimination," p. 125.

zsnalkiel and Malkiel, "'ale Female Pay Differentials
in Professional Enp]oynent p. 700.

BEST COPY AVAILABLE
123

e~ ———



CHAPTER V
EARNINGS REGRESSIOQNS AND DIFFERENTIALS

The analysis of the earnings differentials between
Federal government and pfivate sector workers is made on the
basis of the earnings model ana the method for decomposing
the estimated gross Federal-private earnings differenzial
devaioped in Chapter IV. Personal characteristics and fuil-
scale earnings equations are estimated separately for all
Federal and all private sector workers using the 1960 data
and several different forms of the 1970 data. The estimaied
gross differentials are decomposed into a part attribiLtable
to differences in characteristics and a part representing an
economic rent. These results provide an overview of the
composition and trend of the Federal-private earnings dif-
ferential and of clear patterns in the regression coe?-
ficients estimated for Federal and private workers. They
also facilitate selection of the best form of the 1970 data
for use in further estimations.

To examine the comparability of Federal and privafe
workers, however, a finer division of these two sectors fis
necessary. Personal characteristics and full-scale earnings
equations are estimated separately on Faderal and private
workers in eight race-sex groups for the 1960 data and the
preferred form of the 1970 data. These equations are used
to estimate the components of the gross earnings differential
for each group and c]eariﬁattérns in the coefficients and

differentials are observed. One representative equation fis
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analyzed in detail for each year with respect to the impli-
cations of its estimated coefficients. Conclusions are

drawn concerning the success of the Comparability Doctrine.

Overall Federal-Private Earnings Differentials

Beth sets of earnings equations (personal characteris-
tics and full-scale spacifications) are estimated separately
for all Fedsral and all private workers in four sets of

1 Coefficients are not estimated in the following

data.
cases: 1) the characteristic serves as the base group;
‘2lwthere are no observations in the cell; 3) the variable is
omitted because of poor results in eaf]ier regressions. The
first threes sets of data employed are the 1960 data, the
1970 data divided by the industry classification variable--
labelled 1970 (INDUS)--and the 1970 data dfivided by the
work class variable--Tabelled 1970 (WC)., The estimated
personal characteristics equations for these data sets are
presented in Table 4 in Chapter IV and the estimated fyll-
scale equations are presented in Table 5.

These equations are also estimated for a fourth data
set which is formed by eliminating all professional, techni-
cal, and kindred workers from the 1970 data divided by the
vork class variable., This set of equations is estimated to
verify the assumption made in Chapter IV that the high per-
centage of professi-nal, technical, and kindred workers

located in the geographic area covered by these tapes does

not affect the represenfit%veness of the estimated reiation-
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sivip betuween Faderal and private sector earnings. A total
of 28,756 individuals, contained in this data set, are

categorized in Tablia 9.

Table 9
Non-Professional Morkers in 1970 Data (MC)

Private Workers ‘ Federal Yorkers
Total 24,907 100.0 3,749 100.0
thite 19,422 78.0 2,491 66.4
MNon-White 5,485 22.0 1,258 33.6
Male 15,203 61.0 2,074 55.3
Female 9,704 39.0 1,675 44,7

The Chow tesf confirms that the estimated Federal and pri-
vate earnings structures are significantly different.z

In all Four data sets mean earnings of Federal workers
exccad mean earnings of private sector workers.3 The esti-
mated personal characteristics and full-scale éarnings equa-
tions are uséd to decompose the gross Federal-private earn-
ings differential into a part attributable to differences in
characteristics between the two types of workers and a part
attributable to an economic rent paid to Federal wofkers.
Tables 10 and 11 present the analyses of these differentials
based on the personal characteristics and full-scaie equa-
tions. |

Certain clear patterns in the relationship between‘
Federal ard private earnings emerge in the estimated earnings
equations and decomposed'aﬁf?érentials The overall Federal-

private differential fell by approximately 23 pe.  cent from
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Table 1C

Analysis of Earnings Differentiais from Overall Personal
Characteristics Earnings Equations

Faderal Private _Federal Private
Regrassion  Regression Regression  Regression
Weights lipights Weights lieights

1560 1970 (uc)

In £=8.372 E =34,324,27 n E%=8.816 E;=ss,741.25
n Tp=6.953 E,=$1,088.98 1n E,=7.674 Ep=£2,151.67

Tn(G+1)=1.479 Tn{G+1)=1,142
Due to Diffarent 0.2769 0.3171 0.2415 0.2149
Charactaeristics \
Economic Rent 1.1021 1.0619 0.9005 0.9271

1970 (INDUS) Non-Professionals 1970(WC)

In E%=8.902' E}=$7.345.65 n E}

n E;=7.759 Ebasz,adz.sa In Eb=7.s4s E;=$z,092.za

=8.628 E}=35,585.89

Tn(G+1)=1.143 Tn(G+1)=0.982
Due~ to Different 0.2706 0.2527 0.1325 0.1745
Characteristics o
Economic: Rent 0.8724 0.8903 0.8495 0.8075
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3 Tztla N
. Analysis of Earnings Difrerantials fron Overall Full-scale
Earnings Equatiens
. ~ ~ N xs,‘
_Faderal Private Fedaral Private
Regrassion  Regression Regressicn  Regrassion
Weights aights Haights Heights
1968 1970 (ug)

In E}=8.372

£ =35,741.25

£.=84,324.27 1n E.=8.81% £
r F F

Tn £.=6.993 T =%1,088.98 1n T =7.674 E =52,151.87
? P P P
1n{G+1)=1.375 In(G+1)=1.142
Due to Different 0.2697 0.2403 0.3308 0.1449
Characteristics |
Economic Rent 1.1093 1.1387 0.8112 0.9571
1970 (INDUS) | Non-Professionals 1970(uc)
In E%=8.902 ’E%=$7.346.65 In E%=8.828 E%?SS,SBS.BQ

n Eb=7.759

E;=$2,342.56 In Eb=7.646 f}=$2,092.26

In(G+1)=1.143 In(G+1)=0.982
Due to Different 0.3678 0.1998 0.2028 0.0902
Characteristics
Economic Rent 0.7752 0.94?2 0.7792 0.8918
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2 gross earnings differential of 1.479 (in 1ogs) in 1960 to
a8 gross earnings differential of 1.142 (in logs) in 1870.
However, the largest portion of the differential estimated
with the personal characteristics equations in both years
consists of an economic rent to Federal workers. In the
overall diffarentials in both years, more than 70 per cent
is economic rent. The differentiai‘in logs is the propor-
tional differential between Federal and private sector
earnings. In absolute dollar terms,‘the difference between
Federal and private earnings rose from $3,235 in 1950 to
$4,589 in 1970. Although the absolute differential in
dollar terms gives a clearer picture of the size of the
Federal-private differential, the proportional differentiaf
is preferred for discussion in this study because this form
facilitates comparisons across groups and between years. In
the case of non-professional workérs, where the gross earn-
ings differential is smallest in absolute terms (0.982 in
logs), the economic rent is a larger proportion than in any
of the other differentials (87 per cent when Federal re-
- gression weights are used and 82 per cent when private re-
gression weights are used). 1In the analysis of these dif-
ferentials on the basis of the full-scale equations, pre-
sented in Table 11, this economic rent to Federal workers
accounts for more than half of all the gross earnings dif-
ferentials estimated. The estimated equations for non-
professional workers are<caonsistent with those for all

workers in the sample indicating that the high percentage
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essional, technical, and kindred worksrs in the
sanple doas not alter the relationship between Fedaral and

private earnings.

Personal Characteristics Earnings taguations

The estimated persona1 characteristics equations show
several patterns wiich are consistent through the‘}our data
sets. The factors which affect the appearance of the econom-
ic rent are evident in the differences between the estimated

-
b

coefficients for the two sectors. The education and ex-
perience variables are significant at the 1 per cent level
for both types of workers in all equation§.4 However, the
rates of return to education and to experience5 are con-
sistently higher in the Federal sector. The rate of return
to education in these equations ranges in size from 0.0721
to 0.0875 for Federal workers and from 0.0215 to 0.0667 for
private workers. The race and sex variables, included to
account for the effects of discrimination against non-whites
and females are also significant at the 1 per cent level in
all equations. They indfcate that the effects of racial
discrimination are consistently stronger in the Federal
sector. Discrimination by sex is stronger in the private
sector for all the 1970 data sets but is stronger in the
Federal sector in the 1960 equation. Given the equatioﬁ
specification employed, the coefficients of these variabfes
are direct estimates of the proportional differential as-
socfated vith race and $ex.—In each of these equations, the

sex differential is larger than the racia’ differential. The
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Table 12

Personal Characteristics Earnings Equation
for Non-Professionals

| . AN Hon-Professional 1970(wc)

Bependant Variable: In € Horkers Federal Private
Constant 6.2531 6.6570 6.54¢0
. (83.4087)  (47.2322) (78.3393)

Education 0.C687 0.0793 0.0447
(14.3778) (9.7035) (8.59C0)
Experience | 0.0566 - 0.0633 - 0.0493
' (20.1306) (12.4688) (15.7855)
Experience Squared -0.0012 -0.0010 ~0.0011
i (-23.1915) (-9.4291) (-19.8585)
Race -0.1675.  -0.2722  -0.2280
A (-5.3962) (-6.2132) (-6.4129)
Sex -0.6915 -0.5053  -0.7249
(-28.8801) [ 12,0423) [ 2%2.0743)
Spcuse Present 0.3706 0.3277 0.4099
(9.7312) (5.6568) (9.5925)

Spouse Absent 0.0974 -0.3062 0.1783
(1.0350) (-2.1888) (1.6863)
Widowed 0.3050 0.389) 0.3614
| (4.2255) (3.2578)  (4.4986)
Divorced, Separated 0.3777 0.2343 0.4383
(6.7099) (2.7804) (6.9307)
Urban Residence 0.5291 0.3246 0.4804
(18.8933) (5.8304) (15.7614)
Disabiiity -0.4%40 -0.5087 ~-0.4803
(-9.7970) (-5.9989) (-8. 6395)
F . 232.0062 83.0227 174.5050
R® - | 0.0815 0.1940 0.0712
Standard Error <_ 2 . 1468 I.ZOOST 2.2349
Numbar of Observations 28,656 3,749 24,907

@t-values in parentheses.
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estimatza racial differentials range in size from -0,1422
to -0.3745 while the sex differantias range in size from
-0.4084 to -0.8850,

The ccefficient of the yrdan residence varjable is also
significant at the 1 per cent lavel throughcut tha equa-
tions. It is larger in the private sector in aj) cases.,
This is intuitive1y‘;easonab]e since it indicates that dif-
ferences in job cpportunities and other pecurniary and non-

pecuniary factors associated with urban areas have a greater

effect on private earnings than on Federal earnings,

The coefficient of the disability variable is signifi-

cant at the 1 per cent level in the eqdations estimated with

the 1970 data. It is larger in the Federal sector for non-
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data sets. It is also larger for both Federal and private
non-professional workars than for either sector in the other
equations. It is important to note that this variable does
not measure solely the effect of health on earnings but

fnteracts with other perscnal characteristics.

Full-Scale Earnings Equations

Vhen occupat1ona1 variables are included and the full-.
scale caraings cquations are ostimated on the four data
sets, these patterns in the estimated coefficients are al-
tered. Controlling for broad occupational groupings reduces
the coefficients of education and experience because part
of the rates of return té*education and experiance are

realized through choice of occupation. The coefficients of

| BEST COPY AVAILABLE
132




N F!J]]"-:\o‘]q Ei n
TOr lion=Pyenf

—h x>
Y
[ERRC AN |

in
23

Ngs Equatvon
cjonals?

- —— . mo—

| AN llon-Professional 1370(42
Dapandant Yariable: Vivrkers Fedarai Prtva.e
Constant 3.438] 7.0:23 §.6120
(83.4190)  (44.8433) (52.3334)
Educztion 0.0248§ 0.0543 0.5678
{17.6092) (6.0164) (12.3270)
Experience 0.0552 0.0618 0.0489
(19.62310)  ({12.1871) (15.cC220)
Experience Sguared -0.0011 -0.0010 -0.0010
(- 21 8649)  (-9.4065) (-18.0358)
Raca -0.144] ~0.1983  -0.2169
(-4.5603) (-4.4090) (-5.8470)
Sex . -0.5417 -0.4974 ~ -0.5061
(-17.0160) (~10.3972) (-714.7638)
Spouse Present 0.3344 0.3119 0.3567
(8.7901) (5.4151)  (8.3671)
Spousa Absent 0.0653 -0.2928 0.1248
(0.6988)  (-2.1072) (1.1897)
Widowed 0.2704 0.3859 0.3014
(3.7531) (3.2509) (3.7785)
Divorced, Separated 0.3560 0.2238 0.4007
(6.3580) (2.6732) (6.3814)
Urban Residence - 0.5751 0.3208 0.5296
(20.5573) (5.6188) (17.4252)
Professional
Manager 0.0078 0.3170 0.0674
(0.1551) (4.8250) (1.1538)
Sales -0.2638 -0 6404 -0.0081
| c__(-5.0984) (-2.3891) (-0.1447)
Craftsmen J.3829 ~0.0630 0.5893
(8.7425)  (-0.9053). (11.9114)
) BEST COPY AVAILABLE
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AN Non-Professional 1970(uC)

Dagandant Yariable: 1n ¢ Workers Federal Private
uneprative - 0.445% -0.0582 0.6617
Laparar 0.1541 -0.2855 0.3253
(2.4374)  (-2.4078) (4.9773)

Servica - - -0.3518 -0.3511 -0.202)
- (~7.6533) (-4.5784) (-3.9205)
Disability -0.4668 ~-0.4928 ~0.4380
(-9.3143) (-5.8484) (~3.1133)

F 175.4807 58.1607 140.6864
R? « 0.0938 0.2053  0.0870
Standard Error 2.1323 1.1917 2.2157
Humber of Obsgrvations 28,655 3,749 24,907

3t-values in parentheses.
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the education and 2xoerisnce variablas remain Significant
a2t the 1 per cent level, However, in the full-scazle eipn-
ings eguatiorns, the estimated rate of return to ecucation
Ts higher in the private sector for all of thne data sets
except the 1970 data divided by the work class variabla.
The effects of race and sex are also reduced in the fyii-
scale earnings equations because race and sex differancas
in occupational attachment are e]ihinated as sources of
discrimination. These coefficients remain significant at
the 1 per cent level. However, the pattern is altered so
that there is no longer a consistent relationship in the
siza of these proportional differentials in the two sectors.
Controlling for broad occupational groupings alters
the paciern of Lire estimaied cueiiivients viserved 1o the
personal characteristics equations because these groupings
measure difrerent effects in the two sectors. In the
Federal sector, earnings depend on job level. Certain oc-
cupations are paid at lTower levels in the Federal sector
than in the private sector on the basis of the job levels
at which they are classified. Yhen comparability rates are
determined, they are not compared with similar cccupations -
in the private sector but with occupations at comparable
job levels. Such occupations will have opposite effects
on earnings in the two sectors. Furthermore, because only
broad occupational groupings are controlled'for, 2 number
of very different pay 1qulg_9ay be included in any one

occupational group. The estimated coefficient under such
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conditions rapresents the conbination of a numbar of contra-

dictory effects and has 1ittle meaning. Consecuently, to

S

. analyze the earnings differentials between Federal and

private sector workers, the nost meaningful 2quations to
exanine are the parsonal characteristics earnings equations:
These personal characteristics variables serve as proxies
for productivity. To the extent that these variables cap-
ture differences in productivity betwsen Federal and or{=
vate sector workers, that portion of the gross earnings
differential which cannot be attributed to differences in
the personal characteristics of the two tyPes of workers
must repr2sent an economic rent pajd to Federal workers,
Nevertheless, Table 11, vwhich presents the decomposition of

wnen
n

*ha nne
A RSN * » 'll'a-

0
)

difforantials on the hasic af ths full.crale

equations, is included for further information.

Differentials and Comparability

The personal characteristiés and full-scale earnings
equations estimated fo} these four data sets and the ana-
lyses of the gross Federal-private earnings‘differential
show that Federal workers as a group earn more, on average,
than comparable private sector workers. When only.personal
characteristics are considered, Federal workers receive a
higher rate of return to their schooling and either a2
higher‘rate of return to their on-the-job training or they
devote a larger proportion of their time to this training
at the beginning of thefr-work experience. However, these

relationships .refer to the entire set of Federal workers
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and the entire set of private workers. This overail rela-
tionship may conceal contradictsry earnings relations among
Cifferent race-sex groups: the observed economic rent may
only be paid to certain types of Federal workers. It is
possibie that the Federal-private earnings differentials

Tor certain race-sex groups may be in the opposita diraction
and whén all workers of each type are examined at oncs,
these are cancelled out. Therefore, a finer division of
Federal and private sector workers is necessary to study

their comparability.

Federal-Private Earnings Differentials by]Race and Sax
Both earnings equatiﬁns are estimated by ordinary
least squares on eight race-sex groups of Federal and pri-
vate workers in 1960 and 1970: whites, non-whites, males,
fema]es, white males, white females, non-white males, and

non-white females. That the two methods of dividing the
1970 data yield nearly identical estimates of the gross
Federal-private earnings differential and similar patterns
in the estimated coefficients confirms that the industry
classification method of dividing the data yields a good
approximation to the desired classification of workers by
type of empioyer. l-lowever','~ for regressions on the eight
race-sex groups in 1970, the work class method 6f;divid1ng
the dat. 1s preferred because it gives a more accurate
division than the industry classification variable. The
industry classification‘%EFTEBIe yields a more accurate

division of the 1960 data than it does of the 1970 data be-
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causa the industry category "Public Administration
Allocated" introduced in the 1970 data is ambiguous for the
purnoses of this study.5

The specifications of both earnings eguations are very
similar for both sets of data. The principal difference
between tha two sets of data is in the inclusion of the
dummy variable for disability in the equations estimated
with the 1970 data. Coefficients ﬁre net es%imated in the
following instances: 1) the characteristic serves as the
base group; 2) there are no ;bservations in the cell;

3) the variable is omitted because of poor results in
earlier regressions.

These equations would be better specified if they also
included variab]es tor migration ana union status (poth
private and governmgnt). However, these variables are
unavailable in thévdata used for these estimations. {i-
gration is andther form of human capital investment and is
expected to have a positive effect on~earnfngs. To the
extent that migration is associated with one or more of
the variables included in the equations (such as school-
ing), #ts effect is probably captured by that variable.

The effect of unfons varies across race-sex groups and has
been found to be greater in the public than the pfivate
sector.” The omission of this variable decrezases the pro-
.portion of the gross differential which is considered an
economic rent. Without dnformation on the extent cf

unfonism within each group and the union/non-union earnings
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differential Tor each group, nc estimate can be nade of the

effect of unionism on each group's earnings. However, it

can be said that to the extent that unions have raised earn-

ings in the public sector more than in the private sector,
they have increased the Fedearal-private earnings differen-
tial above what it would have been in}fhe absence of
unionism.8

In all eight race-sex groups‘for both years, the aver-
age earnings of Federal workers are higher than those of
private workars in the same race-sex group. Tables 14 and

15 present the analyses of these differentials on the basis

of the two earnings equations. In both years the largest

gross earnings differential is for white males (a differen-
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logs for white males in 1970). The smallest differential
in 1960 is Tor winite Temaies (a differential of 1.i36 in

logs) while the smallest differential in 1970 is for non-

- white males (a differential of 0.879 in logs). More than

half of every differential in both years cdnsists of an
economic rent paid to Federal workers. In other words, even
after allowing fbrkhifferences between Federal and privéte
workers fin personal characteristics which act as proxies
for productivity, an earnings differential remains which 1;
consfdered an economic rent paid to all Federal workers,
regardless of race or sex group,

These differeqtial&;gggm§ma119r in 1970 for each race-

sex group. The percentage decrease in these differentials
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Table 14

Analysis of Earnings Differentials from Personal C

har-
acteristics Earnings Equations by Race and Sex

1950 1570
Faderal Private _Federal _Private
Regression  Pegression Ragression  Regression
Leights Weights Yieights Heights
Whites Whites

In ‘!F-8.458 f,_.=$4,7:5~9.‘93-~ In ’*EF=~8.955 EF=$7;,3‘24.33

In E'P=7.o74 Ep*-sl ,180.86 1In FP~=7,.74:5 E‘P-séz,soe.sa

In(G+1)=1.393 : In(G+1)=1.220
Buz to Different . | | .
Characteristics 0.2852 ° 0.2995 0.2€89 C.1934
Economic Rent 1.1038 1.0945 0.9511- '1.0216
Non-Yhites Non~Hh1tas'_

In E%=8.050 E%=$3,133.79 In §%=8.408 f%=$4,482.79

In Eb=6.709 Eb=$819.75 In Eb=7.399 fb=$],634.35 ‘

In(G+1)=1.341 . In(G+1)=1.009
Due to Different ~
Charactaristics 0.1936 0.3337 0.2029 -0.1742
Economic Rent 1.1474 1.0073 0.3051 0.8348
Males o Ma]eg»

In E%=8.604 E}=$5,453.43 In E%=9.093 E%=$8.892.82

In Ep=7.106 Ep=51,219.26 1n E5=7.929 E,=$2,775.65

‘In(G+1)=1.498 In(G+1)=1.164
Cue to Different S .o
Characteristics 0.2942 0.3509 0.3391 0.2432
Economic Rent 1.2038 1.1370 . .. 0.8249 0.9208
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Table 14--Continued

1550 13870

Fedaral Private Federal Private
Regrassion  Ragression Regression  Regression
Leignts Yeights Veights Weights

Females Femalas

In E}=7.975 f"%=52,910.27 1n E}= 8.357 f}=34,302.7?‘
In €,=6.780 Eb=$880.07 In E;=7.253 ‘§b=31,426.53

In(G+1)=1.195 In(G+1)=1.104

Due to Different - ‘
Characteristics : 0.3737 0.2668 0.2736 0.2144
Economic Pent C.8223 0.9292 ©0.8304 0.8895

White Males White Malag

In Ep=8.726 E¢=$6,161.04 1n Ep=9.242 Ep=510,321.68
In Tp=7.159 Ep=$1,285.62 1n Fpe7.977 TEye52,913.18

In(G+1)=1.557 In{G*+1)=1.255
Due to Differant .
. Characteristics 0.3546 0.3615 0.3401 0.24861
‘ Economic Rent 1.2124 1.2055 0.9249 1.0189

wqﬁte Females White Females

In E%=8.037 E%=$3,093.32 n E}=8.452 F%=S4,684.43 ‘

n Epo6.501 Epe$993.27  In Ep7.345 Epesi 59843 . A

s . 1n(G+1)=1.136 : Tn(G+1)=1.707
Due to Diffarent 0.3158 . 0.2923 0.2351 0.2363
Characteristics

Economic Rent . 0.8202<____ 0.8437  0.8719 0.8705
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1950 197¢
Fagaral Private _Federal Private
Ragrassion Renrassion Regression  Regrsssion
Halgnts Heights Weights Heights

Non-wWhita Males

Non-Ahite Males

Cua s
Characteristics
Economiz Rant

Ciffoarent

In Ep=5.395 p=$987.33
n{6+1) =1.314

1.1821

0.3447
C.5¢93

In E}=8.596 3%?35,409-98

n G777 Tyes2,286.21
1n(6+1)=0.879

0.2350
0.6440

0.1540
0.7250 -

lon-White Females

Non-White Femalas

Lua to Diffarent

n ETorEe 222 i 5S.ss Te83,015.07
In E;=6.435 ¥,=$623.91 In £,=6.997 E,=51,093.35

Tn{+1)=1.379

1n(6+1)=1.137

Characteristics 0.5715 0.1525 0.2556 G.2279
Economic Rent 0,7472 1.1265 0.9580 0.559]
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able 13

Anaiysis of Earnings Differantials from Full-Scale Earrings
Equations by Race and Sex

1550 1970 |
Fadaral Private ‘Federal 1Private E
Regrassion  Regression Regression  Regrassisn 3
Ueights vaights Vieights “Heights ;
linites ’ Hhites
ln‘E%=8.468 ‘E%=$4.759.98 in Ek=8,965 E%=$7;824.38
In Eb=7.074 E,=$1,180.86 ln‘2;=7;745 Ek=$2.309.99
1n(6+1)=1.394 : 1n(G+1)=1.220
Due to Different .
Characteristics 0.2999 0.2023 0.3343 0.1774
Economic Rent 1.0941 1.1917 0.8857 1.0428
Non-Whites Non-Ynites
o Tn E=3.050 E.=$3,133.79 1n T =8.408 F.=$4,482.79
In €}=6.709 E%=$819.75 In E}=7.399 E§=$1.634.35
1n(G+1)=1.341 | 1n{G+1)=1.009
Due to Diffarent | .
Characteristics 0.1566 0.1852 0.2502 0.0304
Economic Rent 1.1744 1.1558 0.7583 0.9786
" Males * Males
— — ~ e . o N3

Tn E;=8.604 Fp=$5,453.43 1n E;=9.093 Ep=$3,892.82

TN ET06 Es1,219.26 n E=7.929 E,=$2,776.65

1n{G+1)=1.493 - In(G+1)=1.164
Due to Different e |
Characteristics 0.2795 0.2781 0.3055 0.1301
Economic Rent -1.2185 1.2199 0.8585 1.0339
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Table 15--Continued

B oS

1850 1970
Federal Private Federal Private
Regrassion Ragression Regression  Regression
Waights liaights Waights Weights
Females Females
In E}=7.975 ‘E}=‘2,910.27 ln:E}=8.367 E}=$4,302.71

1n Eb=6.780 ’Eb=¢880.07

In(G+1)=1.195
Oua to Diffaraent .
Charactaristics 0.4558 0.2542
Econonic Rent ~ 0.7392 0.9418

n(G+1)=1.104
0.2534 0.1992
0.8506 0.9048

Yihite Males

White Males -

n E=8.725 E.=$5,161.04 '
In tP=7.]bs tP=$1,285.62
In(G+1)=1.567
Due to Different | ‘
Characteristics 0.3636 0.3346
Economic Rant 1.2034 1.2324

]n‘E%=9.242 E%=SIO,32].66

n E§=7.977 EP=$2,913.18

In(G+1)=1.265

0.4052
0.8533

0.1791
1.0859

White Females

white‘Females

In E%=8.037 E}=$3,093.32 In E%=8.452 E%=$4,684.43

In E%=6.901 Eb=$993.27

In E;=?.345 Eb=$i,548.43

’ In(G+1)=1.125 In(G+1)=1.107
Due to Different
Characteristics 0.8014 0.2882 0.3037 0.2285
Economic Rent 0.3346 0.8478 0.8033 0.8735
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Table 15--Tontinued

1989

B T SR

1970

_Federal Private
Regrassion  Ragression
Waights veights

Feceral _Private
Ragression  Regression
Waights Weights

Mon-Lihita Malas

fion-ihite Malas

ln‘E}=3.209 ’

]n‘Eb=6;895

;F=$3,873.87

Fb=$987.33
In(G+1)=1.314

Cue to Diffarent |

Characteristics 0.1241

Economic Rent 1.1899

0.2530
1.0510

1n'E%=3.596 ‘E%=ss,409.93

In E27.17 Epss2,246.21

1n(G+1)=0.879

-0.0014
0.8804

0.2275
 0.6515

Non-Wnite Females

Non-White Females

In E.=7.755 E}=$2.333.z1
In Eb=6.43b EP=$b£3.9]

1n(G+1)=1.319

0.080i
1.2389

Due to Differant
Characteristics
Economic Rant

-0.0065
1.3255

ln’E;=8.194 F}=$3,619.17

In E,=6.997 T,=$1,093.35

In(G+1)=1.197

0.2696
0.9274

0.1554
1.0416
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betwezen 19560 and 197C ranged from 2 per cent for white
Temales to 33 per cent for non-white males. This decrease
may reflect the difference in economic conditions in 1958
and 1969. 1In 1959, the unemnlcyment rate was 5.5 per
cent? and the economy was ensarging from a recession. How-
aver, economic activity was strongly affected Ly & severe
steel'stéﬁke which began on Juiy 15 and lastad 116 days.1°
In 1965, on the othar hand, the economy was Still in the
longest expansion in its history. The unamployment rate
was 3.5 per cent. ] Howeyer, inflation had also been oc-
curring for‘four years. This decrease in the Federal-
private earnings differential during this decade may also
reflgct a different response of earnings fn the two sectors
to the inflation. If Federal workers are granted increases
to compensate them for their relative losses in the infla-
tion, the old Federal-private differential may be re-
established. |

Table 15 presents the analyses of the Federal-priyate
differentials by race-sex groups on the basis of the full~
scale earnings equations. Although the proportion attri-
‘butable to an economic rent changes from the analysis {n
Table 14, 1t remains more than half of the gross differen-
tial. The criticism of the use of occupational varfables
in a comparison of the earnings of all Federal and all
privat; vorkers, noted above, also applies to a comparisoﬁ

of their earnings within“each race-sex group: the occupa-

tifonal variables measure different ef%ects in the two sec-
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tors, and in the Federal sactor, at least, these varfables
may not be measuring any meaningful effect but rather a
ccmoination of conflicting effects. Consequently, the
comparability of Federal and private workers within a
specific race~sex groun should be studied on the basis of

the personal characteristics earnings equations.

Personal Characteristics Earnings Equations

Several clear patterns emerge in the estimated earnings
equations Tor the race-sex groups in 1960 and 1970 which
affect the appearance of the economic rent paid to Federal
workers. {(Tables 16, 17, 18 and 19 present these results
in 1960 and Tablés 20, 21, 22, ;nd 23 show them in 1870).
In both years, the estimated rate of return to education is
higher for Federal workers than for private workers in
every race-sex group except for non-white females in 1960
and white females in 1970, The estimated rate of return is
significant at the 5 per cent level in every group except
for private sector white and non-white males in both years.
These are strongly affected when occupational variables
are 1ndiuded in the-full-scale equations. In 1960, the
estimated rate of return to education for Federal workers
ranges from 0.0252 for non-white mgles to 0.6923 for
females. The rate in the private sector ranges froﬁ
-0.0099 ‘for non-white males (this is fnsignificant) to
0.0844 for non-white females. In 1970 the highest esti-
mated rate for Federal workers is 0.1148 for non-white
females and the lowest is 0.0408 for white females. The
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Table 1¢

Personal Charactoristics Zarnings Equations for YWhites and

Non wniues in 1360

o

Waites 1950

fion-ithites 1980

Spousa Presant

(10.2312) {9.10%3)

-0.0010 . -0.0011

Exparience Squared | |
(=7.8371)(-15.4385)

Sex | -0.6588  -0.3575

(-12.0025) (-9.0834)
-0. 0816 10.1940

3 £7nn\
Vet )

P
o~
-l
%
> e
o

-

o~

-0.1484  -0.285]
(-0.7165) (-2.0154)

Spouse Absent

Lapendant Yariable: In E Federal  Private Fedaral Private
Constant 6.5814  6.2794 6.6472 55,5787
(20.0043) (65.9529)  {21.3501) (22. 8435)

Education 0.C802  '0.0246 0.0423  0.0282
{8.2302) \n. AS\%) (2.5284) (3.1550)
_ Exparience 0.0625  0.0353 0.0583  '0.0499

(4.6231) (7.7708)

-0.0009  -0.0010
(-3.6359) (-9.6195)

-0.4387 -0.5740
(-4.2793) (-9.5985)

0.1954  0.3029

(8] 90#7 {5 ozno)
[ \vow

\toemw1sy Mty
-0.2476 0,398
(-0.7772) (2.6558)

Widowed . 0.1499  0.2429 0.1037  ©.3022
(1.0334) (2.3517) (o 3655) (2.1473)

Divorced, Separated 0.2238 0.240% 0.1343 0.2415
(1.9418) (2.5356) (0.6937) (2.2517)

Urban Residance 0.2878 0.7203 0.1807 0.6348
. (4.1860) (19.2678) (1.0273) (9.9761)

F 50.5597 136.1930 7.1385 41.2750
R2 0.1654  0.0559 0.0766  0.0580
Starndard Error 1.1392 2.5358 1.1857 2.1443
Humber of Cbservations ‘ 2,253 20,544 667 5,885

3t-yalues in parentheses. ‘
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Table V7

Personal Characteristics Zarnings Equations for  °
Males and Females in 19508
—_— ' Males in 1530 _Females in 1950
Dzpendent VYariable: In E Fadaral  Privata Federal  Private
constant €,5533  6.3282 8.3110 6.8880
(28.7511) (89.7040) (13.50862) (30.5723)
Siuoncion 0.0610  -0.C012 0.0923  0.058)
(9.3718} (~0.2102) (4.3025) (7.3457)
Exgeriznce 0.0553  0.0244  0.057¢  0.0449
o (12.0186) (5.2832) (4.9393) (9.3858)
Experience Squared =0.C011  -0.0010  -0.0008 -0.0008
(-10.2607)(-~12.7669)" (-3.0663) (-9.1273)
Race -0.3586 -0.2317 -0.1583  -0.3768
(-6.9781) (-4.4479) (-1,3807) (-7.0442)
Spouse Presant 0.373¢  0.6020 -2.6086 -1,1851
] (5.5281) (9.8648) (-5.7225) (-7.34117)
Spousa Absent 0.0832  0.4487 -2.6063 -1.5019

Widowed

Divorced, Separated

Urban Residanca

(0.4998) (2.9794)

0.4648  0.5749
(2.2694) (3.7320)

0.3240  0.3847
(2.6447) (3.1567)

0.1945  0.9173
(3.4004) (21.9725)

(-4.4793) (-7.3758)

-2.3464  -1.2308
(-4.8089) (-6.9490)

-2.2279  ~0.8941
(-4.7266) (-5.1804)

0.3905  0.2359
(2.5397) (4.7525)

Babyborn -0.1901  -0.0853

(-5.0716) (-6.5181)
F 51.6326 152.20084  12.4175 37.9685
R2 0.1985  0.0731 0.0957  0.0388
StandardwError 0.8580 2.5939 1.4898 2.1317
Number of Observations 1,840 17,260 1,080 9,169

3t-values in parentheses.
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Tahle 148

Parsenal Characteristics Earnings Equations for
White Males and Females in 1960

White Ma2les white Femalas

in 980 . in 1950
Dzpenuant Variadie: Tn £ Fadaral Private  Fadaral Private L3
Conztant 6.3796  6.3570  9.0892 7.6213  -1.1479
(43.5510)(53.4520) (12.2985)(25.5152) (-1.83)
Sducation 0.0728  0.0025  0.0866 0.0470 -0.03%6
(10.0255) (0.3510) (3.4108) (5.0281) (-1.45)
Experience 0.0695 0.0207  0.0514 0.0513 -0.0001
(11.5125) (3.8172) (4.0378) (9.0951) (-0.007)
Experience Squarad -0.0012 '-0.0010 -0.0006 -0.C010 -0.0004
(-10.0753)-10.6432) (-2.1974)(-9.4991) (-1.33)
Spousa Prasant 0.2965 0.6246 -3.1394 -1.7732  1.3512
(3.915¢) (8.5403) (-5.7283)(-8.3067) (2.31)
Sonusa Ahsant -0.0213  0.3011  -2.7372 -2,3584  0.3893
(-0.4059) (1.4680) (-3.9558)(-8.8180) (0.51)
Widowed 0.5757  0.6292 -2.8488 -1.8054  1.0234
(2.3067) (3.2723) {-4.8938)(~7.7985) (1.57)
Divorced, Szparated 0.3034 0.3852 -2.6673 -1.4297 1.2466
) (1.8145) (2.5638) (-4.5434)(-5.1988) (2.02)
Urban Residence 0.2403  0.5030  0.2759 0.2807  0.0048
. (3.8935)(18.8958) (1.7381) (4.9115) (0.02)
Babyborn -0.2332 -0.1255  0.1077
(-5.1616)(-7.1878) (2.22)
F 40.3854 132.6161 11.6536 32.2084
R? 0.1831 0.0731  0.1019  0.0410
Stardard Error 0.8430 12,6790  1.4682 2.1703
Mumber oFf Obsarvations 1,407 13,76¢ 846 6,784

q¢-valyes in parantineses

-
\‘-\..w ——
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Tablie 19

Parsonal Characteristics ternings Equations for
Mon-lnite Malas and Famales in 19509

L

-

tapandent Variable: In £

Non-hWirite Males
in 15§

Faderal Private

- hon-llnite Females

in 1960
federal Private

Constant
 Education
Experiencad
Experience Squared
Spouse Present
Spouse Absant
Widowed
Divorced, Separated
Urban Residance

‘Babyborn

F
R2

Standard Error

5.7512  5.8328
(23.9953) (31.3050)

0.0252 -~0.0039

(1.7¢47) (-0.8371)

0.0875  0.0455
(3.8893) (5.3646)

-0.0007  -0.0072
(-3.1823) (-8.4389)

0.6830  0.4815
(4.6945) (4.6597)

0.402]  0.5665

(1.3384) (2.8178

0.5417  0.3295
(1.4325) {1.3947)

0.5575  0.2267
(2.7807) (1.4101)

-0.0396  0.9515
(-0.2757) (11.4417)

7.4510  40.9805
0.1067  0.0838
. 0.8835  2.2174

6.23%¢  5,0307
(4.9848) (14.3477)
0.0833  0.0845 "

0.0938  0.0478
(3.22¢6) (5.1219)

-0.0017  -0.0005
(-2.6102) (-3.58386)

-0.7564  -0.2573
(-2.0339) (-1.0777)

~2.4180  -0.1054
(-2.1857) (-0.3431)
-1.4770  -0.2988
(-1.5672) (-1.1050)
-1.6500  -0.0382
(-1.9182) (-0.1515)

1.3271  0.0915
(2.2843) (9.9353)

. =0.1104 -0.0259

(-1.5713) (-1.3573)
2.9188  8.0261
0.069C°  0.0258
1.5552  1.9852

Number of Observations 433 3,500 234 2,335
At-values in parentheses.
’ <‘--.-f---/
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Pzrsonal Characteristics Earnings Equations for
Whites and Non-Whites in 1970%

0

~

Table

Whites Mon-Whites
1970 (XC) 1670 (WC) -
Dapandent Variable: In E Fedaral  Privata Faderal Privata
Canstant 6.7734  §5.9523 §.2221  6.5436
(55.1829) (77.9225) (25,0219) (43.6267)
© Education . 0.0857  0.0237  0.0848  (.0271 ~
(13.5226) (4.4495) ~ '(6.3350) (2.8077)
Experience - 0.0736  0.437 0.0565  0.0410
(16.0369) (12.6708)  (6.6508) (6.8055)
Experience Squared =0.0012  -0.0012 -0.0008  -0.0008
: (-12,2833)(-17.9471)  (-4.5343) (-7.9702)
Sex -0.5724  -0.6737  -0.3060 -0.737
(-14.8118)(-20.0568) (-4.2424)(-12.9512)
Spouisa Present 0.1825 0.3495 N.46N 0.5320
(3.5115) (7.2738)  (4.8679) (6.9475)
Spouse Absent -0.2576 ~ 0.2563  -0.1364  0.1056
: (-1.9710) - (2.0000) (-0.5958) (0.6393)
Hidowed 0.2314  0.3382 0.4277  0.3652
(2.C428) (3.5855) (2.2205) (2.7085) "
Divorced, Separated 0.1493  0.4658 0.2165 0.3972
(1.7957) (6.1497) (1.6577) (3.8692)
Urban Residance 0.2480 0.4834 0.2883 0.3519
7 (5.3420) (14.4351) (2.1695) .(5.5547)
Disability -0.4745 -0.3994 -0.385% -0.6872
(-5.4131) (-6.2808) (-2.6682) (~6.5523)
'F 119.7456 137.4350 . 22.4894  43.4708
R? 0.2315 0.0574  0.1299  0.0890
Standard Error 1.0865  2.3429 1.283] 2.0687
Number of Observations <\~,3:942 22,407 1,441 5,733
At-values in parentheses. .
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Table 21

"?77i3l1§05f}§§$ =

Perscnal Characteristics Earnings Equations for

Males and Females in 1970¢

Males Feha]es
1670 (MC) 1970 (c)
Dapandant Variable: In E Federal Private ‘ Fédera] Private
Constant 6.453% 7.0113 6.3534 6.1523
(6&.2247) (7] 4517) (24, 0659) (46. 9b92)
cducation 0.0891 -D.C026 0.0657 0.0584
o - 17.0297) (-0.4505) (4.2407) (7.1910)
Experiance 0.0689 . 0.0370 0.0753 0.0505
~ (18. 6825) (9 0242) (9.2076) (M .5235)
Exparience Squared -0.0012  -0.0011 -0.0013 -0.0009
_ (-13,2007)(_15.4415) - (-6. 671])(-]] .3775)
Race -0.3318  -0.1888 = -0.1418 -p.2232
(-8.5792) (-3.8709)  (-2.0110) (-4. 4430)
.. Spouse Present 0.6416  0.8312 0,057 -0.0440
- (12.6340) (14.9327) (0 6657) (-0 7203)
Spouse Absent 0.2486 0.5377 -0.5988 -0.0884
| (1.9976) (3.6673) -2 7968) (-0. 4845)
Widowed 0.7464  0.5379  0.1373  -0.0278
(5. 4300) (3. 6202) (0. 8963) (-0 2963)
Divorced, Separated 0.4796  0.6854 0.0222 ' 0.2373
(5.5081) (7.3767) (0. 1940) (2. 9245)
Urban Residence 0.0698 0.5372 0.6113  0.2755 o
(1 6495) (13. 9468) (6. 0793) (6.0527)
Babyborn -0.1019 -0.0923 .
(-4. 55849) (-7. 5857)
* a % g ; S .
Disability -0.1681 ’~0.3976k 0. 9244 -0.56 50
T (—3.2432) (-5.8192) (-5 4874) (-6. 2092)
F 143,3562 111.1695 23,1976 39.1320
RZ 0.2999  0.0595 0.1061  0.0375
Stan4ard Error “-0:6668  2.3789 1.4213 2,115
Number of Observations - 3,325 17,377 2,058 10,763
At-values in parentheses. |
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Teolo 22

Parsnnal Lharacberwstwc Eurning¢ Equaltigns for
daite Males and Females in 19742

BN Y I

White Nalas White Famales
1570 (wn) 187G (W2)
N ‘ Dependant Variedie: 10 £ Fedara) "“1a-te Fadzral Privage LB

— Canstant - 8.3333  8.9771  6.8526  6.3224  .g.gany

(61,2357 (3. 27°a) (22.0285) {(41.5229) {-1.55)
Education 0.093%  0.0031  0.0568 o, 0338 0.0039

(17.4215) (0. 4897) (2. 2u88) (5.1855) (0.39)

m___\ — Experdefce .. -0-0775--6.9358——0.0831— 0.0330" <0, 0257

(17.3191) (7.8533) (a. 6353)(11.4403) (-2. 30)

Experience Squared . -0.6&13 -0.0012  -0.0014 -0.0211 0.0003
(=13.8505)¢13. 9434) (-6.5073)-11. 5114) (1.00)

Spousa Prasant 0.5931 0.7550 = -0.0085 -0.0695 -0.0610
. ~ (10.7838)(12.1884) (-0.0835)(~0.9717) (-0.49)
Spouse Absent 0.3634  0.6679 -0,6356 -0_gsag 0.5770
S ~ (2.0448) (3.6515) (-2.6317)( -0.3442)" (1.95)
Widowed 0.7770 0.3814 0. 1019 0.0728  -0.089]
| : - (4.9724) (2.0382) (0.5539) (0.112) (0.41)
Divorced, Separated 0.4286 0.6928 0.71197 0.3253 0.1855
(4.4135) (5.0143) (0.e318) (3.1112) (1.07)
Urban Residence - 0.0889  0.5757  0.5455 0.2713  -g.2745
(1.6511)(13.2999) (4.9834) (5.2575) (-2.27)
Babyborn -0.1865 -0.1367  0.0493
_ (~6.2325)(-8.5476) " (1.47)
Disability -0.2184  -0.3300  -0.9832 -0.5169° 0.4713
- (-3.3976)(-4.2506) (~4.6585)(-4.6639) (1. 97)
F 199.1075 190.5148 -, 19.1008  32.4055
R2 0.2935 0.0594  0.1158 0.0353
Standard Error 0.7388  2.4438  1.3900 C2.1197
Humber of Observations ‘§:§59 14,178 1,383" .8,229

at—va'lues in parenthases.
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Table 23

“°°ffi42§ff§g

Parsunal Chardcteristics Earnings Equations for
fion-linite Maies and Females in 18702

Non=White Males

Non-White Females

| 1970 (%C) 1970 (%c)
Dagzndant Variadie: In & Faderal Private Fedaral Private
Constant 5.5145  6.7917  5.2169  5.2975
(25.4256) (36.0506) (10.6374) (21.0930)
Education 0.0700 -0.0138 0.1158  0.0917

Exparienca Squarad
Shouse P;;sent
Spouse Absent
Widowad

Divorced, Separated

prban Residence
{

. 3\ -
Babyborn

Disability

F
R2

Standard‘Error

Numbar of QObservations

(5.0456) (-1.1499)

00885 T 00465

(5.0191) (5.6456)
-0.0008 -0.00}1

(-4.0268) (-7.8316).

0.7559  0.9250
(6.3611) (9.2320)

0.1762  G.3177

(0.7243) (1.#193)‘

0.7332  0.8699
(2.5710) (3.6622)

0.5908  0.6622
(3.2071) (4.5356)

0.0328  0.3313

(0.2246)  (4.0244)

-0.1283  -0.6723

(-0.8393) (-4.8894).
16.6482

27.7399
0.1555  0.0700
1.0857  2.0348

- 766 3,199

(4.0425) (5.6612)

~0.0654  0.0398

(4.1737) (4.4305)
-0.0009 -0.0006

(-2.5267) (-3.6314)

0.2331  0.0797

(1.5078)  (0.6566)

-0.5256  -0.0350
(-1.1790) (-0.1411)
0.2279  -0.0909

- (0.8152) (-0.5199)

-0.0205  0.1385
(-0.1051) (0.9286)

0.6938  0.3057

‘(2;9061) (3.1044)
-0.0096  -0.0291

(-0.2851) (-1.6108) :

-0.8359  ~0.6477
(-3.0227) (-4.1021)

8.132  9.5164
0.0955  0.0329
1.46847  2.07m2

675 2,53

3t_valuas in parentneses

155

.BEST COPY AVAILABLE

L s

R ]



highest estimated rate of return to education for private

workers is 0.0817 for non-white females and the lowes: is

-C.0133 for non-white males.

The estimated coefficients of the two e%gerience vari-

ables measure the combinad effects of the avarage rate of:

return to orn-the-job training, the proportion of time da-

voted to on-the-job training at the bnginning of work ex-

perience, and the Tength of the 1nvestment horizon. The é
first experience coeff1c1ent which reflects both’ the rate - |

———— e o

~ of return and the proportion of time, is Iarger for_Federa1

than for private sector workers in every group in both
years. This indicates that if FederaT and privdte‘sector L
vorkers initia]]y devote the same proportion of time to
on-the-job tiraining, the rate of reoturn to that training is
higher in the Federal sector. kAlterhativer;'if the rate
of return is the same in both sectors, these results imply
that Federal workers devote a larger proportion of tinme to
. on-the-job training at the bgginning'of their work experi-
| ence. The second'experience coefficient reflects these
effects as well as the length of the investmant hord{zon.
It is also significant at the 5 per cent level 1n all equa- i'
tions but its relation in the two sectors varies from group "" §
iﬁJf‘\ to group. ”
| The race and sex varijables are negative and significant
at the § per cent level in all cases. In 1960, each of
these coefficients is Targer in the private sector when both

minorities are present: proportional differentials'for race

- . Ceal

. ‘ BEST COPY AVAILABLE
o . :lﬁ“i‘




B 1 S

and sex are -0.3758 and -0,5740, respectively, in the pri-

vate sector and -0.1583 and -0.4387, respectively, in the

Federal sector. However, the estimated proportional dif-

ferential is larger in the Federal sector when only one

minority inf*ﬁence is present. In 1970 fhese nroportional
- differentials are larger in the private sector except for

the racial difierential for males,

In both years the urban residéncé variab e doas not

follow the consxstent pattnrn of the overa11 equations. It

is positive, swgn1f1cant at the 5 per cent TeveT. and larger
in the private sector for whites, males, and white males in
both years. The significance level and relative size of
this coefficient varies for non-white and female groups 16
both years., The sire of the coefficient is laféer fn 1960
for most equafions estimated: the.]argest coefficient
estimated in each year is for non-white female Federal
workers with a value of 1.3271 in 1960 and 0.6998 in 1970..
The coefficient of the variable BABYB, which measures
the effect of work experience lost by the female yhen she
leaves the labor force to care for her young children, {s
negative and significant at the 5 per cent level in both
years for all female groups except non-white females (both
» Federal and private in both years). It is negative and
significant at the 10 per cent level for all non-white
female groups in 1960 but not in 1970. The coefficient is
targer in the Federal sgctor for every group of females

s WL

except non-white females in 1970 (where it is insignifi-
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cant). This ccefficient is largest for whites females in
both ysars: in 1960, it is -2.2322 in the Federal sector
and -0.1255 in the private sactor; in 1970 it is -0.18588
in the Federal sector and -0.1357 in the private sector.
These r°:u1ts indicate that each child resuits in a larger
perccntaga dacreas? in the earnings of women enpleoyed in
the Fedaral sector. This may imply that females employed
in the Faedaral sector 1eave the labor force for a longer

time to care for the1r ch11dren than fema]es in the private

 sector. This may also result from the stronger 1nf1uence of

experience on earnings in the Federal sector. In both sec-
tors, the coefficient of the BABYB variable is Tower for
non-white females than for white females. This is consist-

ent with Bowen and Finnegan's Tinding that the presence of

- young children generally has a less inhibitive effect oﬁ

the labor force participation of non-white.females.lz

The disability variable which appears in the equaiions‘
estimated with the 1970 data is negative and significant at
the 5 per cent level for all groups except non-white males.
It is 519n1f1cant for this group at the 25 per cent level
The coefficient is larger (in absolute value) in the Federai
sector for all femalé groups and for whites but larger in
the private sector for all male groups and non-whites. The
coafficient 1s largest (in absolute value) for white females
in the Federal sector with a value of -0,9882 and snallest
for non-white males 1in tgsvfederal sector with a value of

-0.1283.
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Full-Scaie Earnings Equations
When oceupational varjables are included and the full-
scale earnings eguations are estimated on the eight race-

sex groups for both years, these patterns- in the coeffi-

" cients change somewhat. (Tables 24, 25, 26, and 27 show

the regression results for 1950 and Tabies 28, 29, 30, and

31 present the results for 1570). ~In these equations, the \

=t

significance Tevels of the ecucat1on variable drop to in-

significance for several groups. The estimated rate of

return to education is larger in the private sector for

every group in 1960, ranging in size there from 0.0238 for

non-white males to 0.0792 for whites. In 1970, however, it
remains la-ger in the Federal sector for every group except

females an@ white\fem;]es. This implies that the Federal

viorkers captured by the industry classification variab]e

are those whose rate of return is most sensitive to chofce

of occupation. The experience coefficients remafn signifi-

cant at the 5 per cent level for all groups in both years.
The first coeff1c1ent s still larger in the Federal sector
for all groups except non-white males in 1960. The second
coefficient Qa}ies among groups in 1960 but in 1970 implias

a conﬁistent]y shorter investment horizon in the Federal

sector.

The coe?ficients of race and sex are reduced when
occupaéionaI variables are included, since a large portion

of race and sex discrimination occurs through occupational

discrimination. There 1s no longer a consistent pattern

N e s w setumua
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Table 24

Full-Scale Earnings Squations gor Hhites

and Non-Nhn*es in 1960

Dapandant Variable: In E

nitas 1950
al

Fe e Private

Non-Whites 19250
Federa1 Private

CSnstent

Education
Experionce
Expefienée Squared‘
Sex

Spouse Present
Spousa Absent
Widowad -

Divorced, Separated
Urban Residence
Professional
Managar

Craftsmen
Operativ;

Laborer

5.2053  5.2193
(35.2575) (27.9586)

0.6363 0.0792
(5.3274) (12.2735)

C.C514 0.0353

_(10.05¢6) (9.0050)

~0.0010  -0.6910
(-7.8758)(~13.5540)

-0.5719  -0.1874
(-9.3879) (-4.4850)

-0.0899  0.1601
(-1.3210) (3.0803)

-0.1091  -0.2462
(-0.5280) (-1.7766)

0.1496  0.1884
(1.0351) (1.8587)

0.2293  0.209]
(1.9977) (2.2470)

0.2814  0.7469
(4.1015) (20.3475)

0.3413  0.0322°
(5.0714) (0.5168)

0.2610 -0.7651
(2.8031)(-11.5750)

0.1485  0.5285
(1.5661) (16.4587)

-0.2174  0.9418

(-1.2305) (17.6610)
\\,,..._/

-0.0265  0.3612

(0. 0091) (3.5658)

1690

7.164c 4, 085¢
(20.8095) (32.4043)

0.0073  0,0352
(0.2862) (3.7778)

0.0610  0.0517
(4.7720) (8.2438)

-0.0010  -0.0010
(-3.9733) (-9.5189)

-0.4210  -0.3324
(-3.9561) (-5.1622)

01986 0.2211
(1.3143) (2.3810)

-0.1606  0.3914
(-0.5072) (2.6997)

0.1830  0.2972
(0.6537) (2.1655)

0.1643  0.1929
(0.8570) (1.8432)

0.1914  0.6172
(1.0385) (9.8818)

0.3225  0.6257
(1.6812) (4.4255)

0.4123  -2,5310

. 10.5047) (-5.6510)

0.1965 - 0.6650
(1.0341) (5.5215)

-0.0553  0.9733
(-0.3764) (i2.6757)

-0.3779  0.8352
(-2.1953) (8.9970)
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Tadle 24--Continued

Dependent Variabie: In £

Federal

Whites 1960
Private

Fadaral

hon-Wnites 1560
Privata

Sarvics

F

<

-
’

Standard Error

Number of QObservations

32,7333
0.1745
1.1330

2,253

144.1115
0.C915
2.4833
20,544

-0.5002  0.432%

(-2.4087) (5.7324)

5.8824
0.0887
1.1715

687 -

47.C757
0.1031
2.0%20
5,835

e e

s.
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Table 2%

Females in 19603

;\Iggz,WArWNNw;

Full-Scale Earnings Equations for Males and

Females in 1860

(-1.2562) (9.6317)

162

Dapandant Variadle: 1 Fedaral Private Fedaral Private
6.7872  5.1097 8.7429  6.53%9
(45.2802) (44.1507)  (12.0150) (2:.01¢8)
£ 0.0374  .0.03533 0.0541  0.072)
(4.7061) (8.253%)  (2.2700) (B.3033)
Exparience 0.0845  0.0263  0.0565  0.0463 !
R ~-{11.9300) . (5.7889) . (4.8399)(9.7576)- . _
Exzarience Sguared -0.0011  -0.0009  -0.0008 -0.00C8 5
(-10.4633)(-11.3835)  (-2.9873) (-8.3524)
-0.2564 -0.2480 0.0200  -0.3291
(-4.8335) (-4. 5408) (0.1585) (-6.13231)
Spouse Present 0.3393  0.5191 -2.5052 -0.1782
- (5.2014) (8.6365) (-5.480%) (-7.3513)
Spouse Absant 0.0881  0.465%  ~2.4819 -1.4624
(0.5298) (3.1624)  (-4.2490) (-7.2€30)
Widowed 0.4222  0.4917 -2.2328  -1.2044
(2.0765) (3.2638) (-4.5571) (-6.8510)
Divorced, Separated 0.3209  0.2412 -2.1439  -0.8536
(2.6358) (2.1615) . (-4.5325) (-2.9863)
Urban Rasidence 0.1930  '0.8961 0.3425  0.2733
(3.4012) (21.8448)  (2.2021) (5.6527)
Professionals 0.3455 0.2896 0.3317 -0.0752
' (6.0462) (3.6295)  (2.6772) (-1.0017)
Nanagers 0.3174  -0.6350 0.0254 -1.2625
(4.0576) (-2.51258}  (0.1G53} {-5.5345)
Craftsmen 0.1078  1.0325 0.2194  0.2188
: ) (1.6147) (17.7151)  (0.4594) (1.0739)
Cperatives 0.0259 ~ 1.1479 -0.7407  0.4970
< (0.2755) (19.2255) (-1.8359) (7.5110)
Laborers -0.1400  0.7656  -1.4838  0.1039

(-1.9556) (0.3526)
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Table 25--Con%tinuad
Males in 1950 Females in 1980
Dependant Variable: In = Federal  Privata Federal  Private
Sarvice -0.2279 6,477 -0.5850  ~0.429%
(-0.2518) (5.0888) (-2. 1762) (-6. 2335)
Bakysorn -C.1824  -0.0832
(-4.8567) (-5. £141)
F . 35,4545 150.6992 8.87C0 33.1287
R2 0.2i44  0.1151 0.1045  0.0509
oo, .. Standard Eeror  0.8435  2.5383 _  1.4825__ 2.1071.
liumber of Obsarvations 1,840 17,280 1,030 9,169
at-va'l s in pa*enthoses.
(:\—h—/
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Tabia 26

Fuil-Scale Earnings
Maies and Fa

} 5 ] T e e e M"“.“::ﬁ.if:‘i;i;‘

tquations for lWhite
males in 12602

1m g My
hnite Males

in 1330

white Femalas
in 1260

Capendent Yariadle: In E Fadoral Private Fedaral  Privata
Constant 6.5133 5.0169 8.5665  7.1599
(39.3457) (36.8985) (12.8255) (24.3481)
Elucation 0.054  -0.0678  0.0535  0.0768
(5.4538) (8.5355) (1.5823) (6 9093)
Experience - 0 0992 0 0222 0 051" 0 052’
Exparience Sguared -0.0012  -0.0008 . -0.0005 -0.0010
(-10.2667) (-9.2154) (-2.2720) (~0.0871)
Spouse Present 0.2656 0.5431 =3.1214  -1.7269
(3.5086) (7.5424) (-5.6900) (-8.1564)
Spouse Absent -0.0727  0.3842  ~2.7111 -2.2534
(-0.3514)  (1.7192) (-3.9275) (-8. §312)
Hidewed 0.5205  0.5158 - -2.8162 -1.7239
(2.0558) (2.7446) (-4.8412) (-7.5478)
Divorced, Separated 0.2¢65 0.2329 -2.6009 ~1.3139 .
(1.5935) (1.5841) (-4.5298) (~5.78293)
Urban Residence 0.2324 = 0.8971 0.1782  0.3032
(3.7850) (19.1383) - (1.1046) (5.3497)
Professionals - 0.3010 0.2564 0.4044  -0,2780
(4.8176)  (2.947s) (2.7230) (-3.3268)
Hanagers 0.2794  -0.6024 -0.0355 -1.1834
(3.4538) (-7.6309) (-0.1394) (-8.5253)
Craftsmen 0.1065 1.0764 0.6646  0.2555
(1.4406) (16.5363) (0.9034) (1.1343)
Oparatives -0.12¢90 1.1892 -3.3617  0.4833
. (-0.9523) (16.8975) (-3.2106) (6.1442)
Latorers -0.1385 0.5807
€0.4799) (5.2204) -
- 164
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Table 26--Continued

White Males White Females
o in 1540 _in 1580
Cependant Variable: In £ rederal Private Fedaral Privata

Service 0.2037  0.1410  -0.3865  -0.7174
(1.6251)  (1.0447)  (-0.3525) {-7.2852)

Babyborn -0.2312  -0.1155
: (-5.1208) (-5.9253)

F 25.5405  128.841¢ 8.9198  37.055
R 0.1364  0.115] 0.1160  0.0623
Standard Error 0.8350  2.6147 1.4566  2.1380
Number of Observations : 1,407 13,750 886 6,784

dt-values in parentheses.
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ions for Jon-lhite
s in 1980

Fuil-Scale Earnings Eq
males and Fan

IhY

uat
2le

Non=hiita Males hon-White Females

in 1950 | in 1969

Dapandent Variadle: In E Federal Private Fadaral  Private
Constant 7.1508 4.8976 6.3057  5.1135
(22.8530) (23.8892)  (5.2531) (14.5830)

Education -0.C013 . 90,0238 0.0348  0.0534
(-0.0755)  (1.9171) (0.86910) (3.6041)

Experienca 10,0482 0.0502 0.0209  0.0476
(3.9522)  (5.9399) (3.0673) (5.1927)

Experience Squared =0.0008 -0.C0M -0.0015  -0.0005
‘ (-3.5328) (-8.3126) (-2.3077) (-3.7995)

Spouse Present 0.6382 0.3771 ~1.4039  -0,2460
(4.5451)  (3.7242) (-1.5726) (-1.9491)

Spouse Absent 0.3308 0.5943 -2.9397  -0.084]
(1.4454)  (3.0469)  (-1.7RSR) (-n.2232)

lidowed 0.5473 0.3047 -1.1956  -0.2382
(1.50%4)  (1.3254) (-1.2130) (-0.8979)

Diverced, Separated 0.5399 0.1625 -}+3782  -0.0210
(2.9711)  (1.0412)  (-1.5363) (-0.0845)

Urban Residence -0.0033 0.8488 1.5558 0.1480
(-0.0545) (10.2862) (1.2489) (1.5123)

Professionals 0.3060  -0.0353 0.3209  0.9789
(1.8255) (-0.1503) (0.6405) (5.6370)

“hanagers 0.6222  -2.2985 0.2137 -2.9441
(1.5402) (-7.4823) (0.1879) (-5.6084)

Craftsmen 0.2098.  0.7523  0.033%  0.0330
(1.3488) (5.4899) (0.0508) (0.¢590)

Operatives 0.0192 1.0932 -0.4058 0.720%
‘ (0.1220) (10.2731)  (~0.8376) (5.7552)

Laborars -0.2561 0.9082 . -1.3224  1.1281
(~1.8383) (8.5031) (-1.5695) (3.1317)

Service -0.3012 0.8305 -0.5926 0.2074
(-2.1432) (6.7359) (-1.6892) (2.0571)

' 400 'BEST COPY AVAILABLE
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- Table 27--Continued - ~
tion-tihrite Males hon-liiita Females
: in 1540 in 195
Lepondent Variable: In E Fedaral  Private Federal = Private
Rabyhora . =0.0361 -0,0237
=0 (=1.1802) (-1 -2813)
Fo €.6187  41.3407 2.0323  11.7309
p? 0.1301  0.13%0 0.0552  0.0535
Standard Error C.8719 -~ 2.1485 1.5584  1.9364
Numcer of Cbsarvations 433 3,500 234 2,385
t-valuas in parentheses.
<‘\d~—~/
BEST COPY AVAILABLE

167
ERIC

Aruitoxt provided by Eic:



Fuil=-Sca

1a
and

Table 28

Non-Uhites in 19709

farnings Equations for Whites

cggge

AR
|
rada

hi}es (we)

Nea-thites (WC)

Dependant Variadble: In E 2l Private Fedaral . Private
Constant 7.1070  6.3457 €.6739  6.0375
(52.6733) (59.7298) (24.7440) (37.1018)

- Education C.C570  -0.04%89 0.0558  0.0321
(7.6284) (8.0690)  (3.6630) (3.2318)

Experiance _0.0705  0.0333 0.057%  0.0402
(15.4471) (11.4146) (6.7888) (6.7246)

Experience Squared .=0.0012  -0.0010 -0.0009 -0.0008
(-11.98C8) (-16.0637) - (-4.7357) (-7.4240)

Sex -0.5260  -0.8635  -0.3187  -0.5312
(-12.0469) (-12.4507) (-4.1195) (-8.3357)

Spouse Present C.1656 0.2927 0.4428  0.4869
(3.2077)  (6.1088)  (4.699a) (5.4117)

Spouse Absant -0.2429  0.2214 ©  -0.1135  0.0397
: (-1.8028) (1.7410) (-0.2324) (0.2407)
Widovied 0.2115  0.2841 0.4358  0.3277
(1.8210) (3.0351) (2.2753) - (2.4574)

Divorced, Separated 0.1444 0.4464 0.1973  0.3827
(1.7455)  (5.9343) (1.5185) (3.3705)

Urban Residencs 0.2403 0.5235 0.2924  0.3774
| (5.2120) (15.6750) (2.1968) (5.9902)
Professional 0.2689 0.0385 0.2085  0.7871
(5.6323)  (0.7612) (1.8360) (5.4069)

Managers - 0.3216 0.1505 0.3590 -0.9518
(5.2606) (3.1971) (1.7329) (-4.7301)

Craftsmen 0.0223 D.6213 -0.2259  0.5366
, (0.3129) (11.8953) (-1.6974) (5.0195)
Operatives -0.0650 0.6558 -0.0281 ' 0.8977
(-0.5674) (13.2201) (-0.1937) (3.8565)

Laborers -0.5301 0.1110 -0.1501 0.5679
' (-2.9735) - (1.2325)  (-0.5441) (5.3331)
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F 80.5182  110.5452  15,81€2  37.3253

R 0.224 0.0726 0.141¢ 0,092

Stapdard Error 1.0378 2.323% 1.2745 2.0428

Number of Observations 3,982 22,407 1,841 5,733
at:-vah:«es in parenthesas.

-
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Tabie 25
Fuli-Scale Earnings Equations for Males and
Females in 15702 |
Males Fenales
0 (nc) 19')0 Il.{r)
Dapandant Variable: In E Fc”.raa Privaie Fedaral Private
Constant 3.7812  6.2012 6.845 6.0145
______ (57.2633) (53.5155) (‘_,.2341) 42.7391)
Education 0.0553 0.0253 0.0276  0.cs51 -
(10.8781)  (4.0G403) (1.5937) (7.4553)
Exparience 0.0559  0.0335 - 0.0722  0.0503
(16.2312)  (8.1595)  (8.8084) (11.5097)
Exparience Squared -0.0C011  -0.0010 -0.0012  -0.0009
(<12.9705) (-13.5458) (-5. 5203)(-11.1780)
Race -0.2541  -0.2011  -0.0716 -0.1905 -
(-6.3201) (-4.0283) (~0.98399) (-3. 7892)
Spouse Present 0.6193  0.7738 0.0582  -0.2804
(12.2324) (13.8942) {0.68/1) ( -1.3257)
Spouse Absent 0.2542 0.4702 -0.5346  -0.0970
(2.0572)  (3.2283) (-2.5071) (-0. 6915)
Widowad 0.7.83 0.4537 0.1267 -0.0577
(5.3966) (3.3467) (0.8316) (-o. 6192)
Divorced, Separated 0.4539 0.6323 0.0465  0.2291
(5.2468) (6.8476) (0. 4085) (2.8405)
Urban Residance 0.0622 _ 0.5502 0.6184  0.3372
(1.4789) (14.3405) . (5.1725) (7.3393)
Professionals 0.1822 0.2489 0.3443  0.0559
‘ (4.0830) (3.5619) (3.8287) (0.9507)
Managers 0.2525 0.3385 0.3784 -0.3125
(4.5877)  (4.9053) - (2.4737) (-2.7605)
Craftsmen . ~-0.0995 0.7119 0.5562 0.4567
(-1.8574) (12.5357) (1.5027) (3.0305)
Operatives =0.0385  0.8400 0.0055  0.4298
o (-0“5523) (14.0050) (O 0203) (7.2970)
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Table 29-<Continued

Ha1?f ) Igerazes)
- 1872 (4C) 70 (WC ~
cepandent Variabla: 1n E Fedaral Private  Federal Privare
Ladorars -0.2331 0.5184 -0.2704  -0.07359
| (-2.5710)  (6.3780)  (-0.5035) (-0.4133)
Service -0.2170  0.1509  -0.4823  -p.4712
(-3.0542) (1.7372) (-3.3204) (-6.8332)
5adyborn k -0.0965 ~(.0505
' (-4.3571) (-7.5803)
Disability -0.1879  -0.3613  -0.8882 -0.5673
(-3.1001) (-5.3180) (=5.2974) (-6.2750) .
F 95.0725  87.1198 . 17.1435  35.0334
RZ 03117 0.0735 01177 0.0510
Standard Error 0.85%4 2.3613 1.4121 2.0966
Number of Qbservations 3,325 17,377 2,058 10,763
t-values in parentheses.
<. .
{
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Fuil-Scale Earnings
Malas and Fem

Eguations Tor White
ales in 19722

172

Wnite Males © Ynite Famalas
| o 1579 (Li3) 1972 (Mc)

O2pandart Yariadble: In E Fedaral Private Federal  Privata
Constan: 6.56775 5.1115 7.3335  £.2189
(55.9775) (45.3592) (21.83 38€) (37.2733)

Education 0.0712 0.0384 0.6051 0.0532
(11.1821)  (4.9833) (0.2931) (5.5825)

Experience 0.0748 0.0318 0.0778  0.0566
(16.7558)  (6.7782) (8.0933) (11.2036)

Experience Squared -0.0013  -0.0010 -0.0014 -g.ooN
(-13.5378) (-12.0467) (-6.3305)(~11.2470)

Spouse Present 0.5625 0.7293 -0.0051  -0.1225
(10.2258) (11.1545)  (-0.0452) (-1.7239)

Spouse Ahsent 0.3227 0.6067 -N.RA18 .0, n'nv
(2.1886)  (3.3391) (-2.4193) (-0. 4221)

viidowed 0.7645 0.3407 0.1026  -2.0235
(4.8718) (1.88%2)  (0.5653) ( 0. 2140)

Divorced, Szparatad 0.4071 0.6514 0.1472 €.3034
‘ (4.1238) (5.6945) (1.0292) (3. 11648)
Urban Residence 0.06C3 0.5924 0.5423 0.3229
(1.4693) (13.7558) (4.9585) (6.2328)

Professionals 0.1976 0.1751 0.3477  -0.0654
(4.2686) (2.3317) - (3.4320) (-o. 8264)

Hanagars 0.2512 0.3723 0.4207  -0.2402
(4.5785)  (5.0572)  (2.5438) (-2. 0152)

Craftsmen -0.0186 0.7490 0.3955  0.339%
: (-0.3215) (11.8998) (0. 6318) (2.3738)
Operatives -0.1130  0.8705 0.2207  0.4131
(-1.2295) (12.5888) (0.6251) (5.8907)

Laborers “~0.4875 0.3423
(-3.5401) (3.2921)
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Tabiz 30--Continued

White Males vhite Femalas
1970 {4C) 1970 (%C)

Cepandant Variable: in € Fedarai  Private Fuderal  Private
Service ' -(0,0372 -0.0224 k:3.83?6 =0.5143
(-0.9833) (-0.1994)  {-2.3541) (-a. 3355)

Balbyborn =0.3770 -0.13¢0
(-5.9285) ( 3,2423)

Disability -0.2]77; -0:2920 -0.9505 -0.4973
- (-3.4143) (-3.7865) (-4.5C00) (-4. 5225)

F 76.7108  77.3647  14.6376 31.8733
R2 0.307  0.0748 0.1289  0.0533
Standard Error . 0.7810 2.4233 1.3796  2.1014
Number of Cbservations 2,559 o 14,178 o ],383 - 8,229

3t-values in parentheses.
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Table 31

Full-Scale Earniags Equations for
Non-lhnite Males and Females in 19700

X,

ficn-White Females
1970 (WC)

Non-tnita Males
1970 (C)

174

Capendant Yarizbie: In E Faderal Privata Federal Pprivate
Constant 6.9327  6.0881 °  5.7859  5,2039
(23.7172) (25.1944)  (10.8308) (20.2523)

Education 0.0472  0.0009 0.0726  0.0825
. ‘ (2.9811) . (0.0718)— (2.2536) (5.0220)
. Experience 0.0252  0.0443 0.0655  0.0408
(5.0102) (5.4373)  (4.1451) (4.5705)

Experience Squared -0.0008  -0.0010  -0.0009 -0.00C5
(-4.0529) (-7.2733) (-2.5114) (-3.5775)
Spouse Present 0.7203  0.8739 0.2320  0.0422
(6.0836). (8.7605) (1.5058) (0.363}

Spouse Absent 0.1666 . 0.2250  -0.4421  -0.0729
. (0.6901)  (1.0169)  (-0.9916) {-0.2971)

Widowed 0.6772 0.7940 0.2C81 -0.1125
) (2.3891) (3.3826) (0.7419) (-0.6507)
Divorced, Separated 0.5104 0.5826 -0.0126  0.1037
(2.7712)  (4.0304) (-0.0552) (0.7177)
Urban Residence 0.0369 0.312] 0.7286  0.3485
(0.2327)  (3.7945)  (3.0057) (3.5256)
Provassionals 0.1230 0.6470 0.3437 1.0196
(0.9357) (3.0435) (1.7799) (5.0595)
Managers 0.4119 -0.7486 0.1937  -1.1449
(1.7970) (-3.0052) (0.5182) (-3.0982)
Crattsmen -0.3031 0.6338 0.5383  0.7392
(-2.4405) (4.8124) (1.1308) (2.1553)
Operatives =0.0036 0.8749 -0.1910  0.5795
(-0.0255) (7.2923) (-0.5455) (5.3145)
Laborers <0.2014 0.7363
(-1.3833) (5.5369)

Service -0.3568  0.4469  -0.3942  0.0213
' (-2.7472)  (3.2304) (-2.1829) (0.2110)
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Table 31--Cuntinued

Non-ihite Males
1970 (iC)

N "‘62.2_“_,_'(. T v e

Non-%hit2 Ferales

1670 (4c)

Cependent Variable: in E Federa)l frivate - Faderal  Private

Disability -0.0391  -0.6074
(-0.5528) (-4.4607)

11.4830 23.3035
72 h 0.1706  0.0947
Standard Errer 1.0750 2.0174

=t

~Numbar of Observations 766 3,199

(~0.2324) (-1.7735)
-0.8150  -0.6745

- (-2.9581) (-4.3221)

6.127%  11.1207
0.1624  0.0565
1.4590  2,0457

675 2,534

®t-values in parentheses.
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indicating which sector has tha greatest discriminaetion of
either type. The significant proportional sex differentials
range in size Trom -0.1875 for whites in the private sector
in 1560 to -0.5719 for whites in the Federal séctor in 1550.
The significant race differentials range in size from
-0.1905 for females in the private sector in 1970 *o -0.329
for famalas in the private sector in 1960.

With the inclusion of the occupational variables, the
size of both the disability and babies born variables is
also reduced. This reflects the expected conditicn that
the reduction in earnings due to health problems or nunber
of children depends on occupation. The pattern of the
disability variable remains the same as in the personal
dharacteristics equations but that of the babjes born
varfable changes.

Although the inclusfon of the occupaticnal variables
in the equations estimated for the eight race-sex groups
doés not alter the pattern of the estimated coefficients as
much as in the equations for all Federal and all private
workers, the same criticism of the occubational varjables
applies. The personal characteristics equations for the

- race-sex groups are of greatest interest for studying the
comparability of Federal and private workers. One repra-
sentative equation is considered 1n detail for each year
with reSpect to the implications of its estimated coeffi-
cients. The group to be.considered is white fema]gs.

BEST COPY AVAILABLE
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Parscnal Charvactaristics tauations for White Fernales

Studying tha personal charactecristics earnings egua-
tions for white females is reprasentative oF the analysis

which could be made for the cther sevan raca-sex . groups.

- Tadles 18 and 22 p» esent these regression results, The

significance of the differencs between each of the esti-
mated coefficients for Federal and private sector wnite

females is tested on the basis of the statisticl3

Zﬁp - fﬁF

s2 + 52

P B
The differences between these coefficients and their re-
spective t-values are also found in Tables 18 and 22,

The education coefficients in the 1950 equations are
consistent with tne pattern observed above for 211 race-
Sex groups with a2 rate of return to schooling of 0.0866 in
the Federal sector and 0.0470 in the privatz sector. The
difference between the two estimated rates of return is
significant at the 10 per cent level. In addition, white
females in the Federal sector complete an average of near-
ly one and one half more years of schooling than their
ccunterparts in the private sector (a mean of 14.468 years
in the Federal sector contrasted with 2 mean of 72.983
yea}s in the private sector). 1In 1970, however, at 0,0488,
the rate of retufn to education is higher in the private

S
sector than the 0.0408 estimated in the Federal sector but

the difference is not significant. The mean years of
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schooling remains higher in the Federal sector (14.709
vears in the Federal sector contrasted with 13.243 years in
the private sector).

The experience coefficients in these equations measure
the combined effects of the rate of return to on-the-job
training, the proportion of time devotad to on-the-job
training at the beginning of work experience, and the length
of the investment horizon. Tha fifst experien&g coefficient
measures the combination of the first two effects and is
Jarger in the Federal sector in both;years:‘it is 0.0514
in 1560 and 0.0831 in 1970 in the Federal sector and 0.0513
in 1960 and 0.0589 in 1970 in the private sector. The dif-
ference is significant at the 2.5 per cent level in 1970
but insignificant in 1960. The second experience coeffi-
ctent is significantly larger (a; the 10 per cent level) in
the private seclor in 1360 but insignificantiy Targer in
the federaI sector in 1970, These‘resuLts imply that if
both Federal and private workers‘devote the same proportion
of time to on-the-job training at the beginning of their
work experience, Federal workers earn a higher rate of
return and in 1960 they invest for a longer period of time..
Alternatively, if both types of workers earn the same rates
of return, Federal workers invest more initially.

The effects of the marital status varfables vary
across ‘equations. In 1960, all of these variables are
significant at the § per(iisz]evel and the differencas

between them in the two sectors are all sfignificant at the

BEST COPY AVAILABLE
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5 per cent level except the spouse absent variable. The

———y

evfects of all are consistently greater in the Fedezral

wn

sector. The spouse present variabla with a valua of
~3.1394 in the Federal sector, has tha largest effact, re-
flecting both the alternative of work in the home and the

tendency for ewployars to judge marriage as a sign of

, ¢ivided responsibilities for women. The marital status

variables indicate that the earnings of women who are at

-
present, or ever wvere, married are reduced relative to

éing1e, rever married individuals and that this effect is
greatest in the Federal sector. ;

In 1970, on the other hand, only the spouse absent ‘Q
variable in the Federal sector and the divorced-separated |
variable in the private ‘sector are significant\at the 5 per

cent level. The size of the estimated coefficients is

smaller in 1970 than in 1960. This difference may reflect

a stronger substitution effect of worx in the home in 1960.
g

The marital status variables in 1960 may also be capturing
in part the effect of the omitted variable disability.
This variable is significant at the 5 per cent leval in
both equations in 1970; and at -0.9832 in tha Federal sec-
tor, it is significantly larger than the -0.51569 estimated
in the private sector. This may result from better fringe
benefigs in the Federal sector.

The urban variable is significant at the § par cent

level in a1l equations, It is larger in the private sactor

in 1960 although the difference is not significant. The

| BEST COPY AVAILABLE
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coeificient is significantly larger in the Federal sector

in 1870. Thws is consistent with the pattern observed for

211 female groups in 1970--the pecuniary and non-pecuniary

‘i~ 3
henefwts oT urban wresidence have a more FTavorable effect on

fne earnings of famales in the Federal sector. This may

rasult Trom the prasence of Mashington, D.C. in the data.
The variable Tor babies bowrn is significant at the §
cer cent level in all equations. It is sig nificant]y
larger in  the Federa] sector at the 5 per cent level in
1950 and at the 10 Far cent Tevel in 1970. This larger‘
effact in the Federal sg;}pr Tndicates that the suggested’
higher rate of return to experience in the Federal sector
results in a greater loss of earnings when work experience
is interruptad for child care, 1In 1970, the mean values
for babies born are 1.116 for white females in the Federal
sector and 7.619 for those in the private sector. 1In 1960,
thase mean values are £.882 in the Feaderal sector and
4.C8GC in the private se:ior. This is a clear indication of
changes in the rate o. .Population growth over this period.
'The gross Federa] -private earnings differential Tor
wh1t° females decreased between 1960 and 1970 by 3 per cent
from 1,136 to 1.107 in logs. However, the proportion of
the differential considered an gconomic rent increasad over
that period from 72-72 per cent (estimated‘with private ang
Federal regression weights, respectively) in 1960 to 79 per
cent in 1970. This f{s a_result of the differences in tha

V‘v-/

estimated coefficients considered above. They indicate
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that tha Comparability Doctrine has not been successful in
establishing equal earnings for workers of comparable pro-
duectivity. 1Instead, it has enabled a Fedé¥a1-pr1vate earn-

ings differantial to persist between comparable workers.

Summary and Conclusions

Federal workers as a whole and in every race-sex group
in 1960 and 1970 benafit from Federal government employment.
Tha ovgra]] differential, és well as tha differentials for
each .of the race-sex groups, decreased over this périod.
The percentage decrease ranges in size from 2 per cent for
white Temales to 33 per cent for non-white males. This
decrease may be attributed to differences in general
economic conditions in the two years. Mbre than half of
all estimated differentials remains for comparable workers
and is considered an economic rent paid to Federal workers.
The largest gros§‘d1fferentia] in both years occurs for
white males (éhdifferentia1 of 1.587 in logs in 1960 and
1.265 in logs in 1970). The smallest differential in 1960
is for white females (a differential o% 1.136 in logs),
while the smalliest differential in 1970 is for non-white
males (a differential of 0.879 in logs). These results
indicaté that the Comparability Doctrine has been unsuc-
cessful in estab]ishing eqﬁal earnings for‘wgrkers of com~

" parable productivity. It appears th;t Federal werkers have
no need of a comparability policy to improve their posi-
tion. The policy has, ii??@?ﬁ; helped the differential

Federal workers already enjoyed in 1960 to persist.
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Fortnotes

]AJI ARRJUALTIONS in this thesis are estimated by
ordinary feast zquaras using the ECON program wiritten by
Rorris Normar of tne Lcenomics Research Unit, Wharton School
of Finance and Cormerce, University of Pennsylvania. Tha
{neﬁnﬁ‘\isﬁ‘]ues calculatad in i\stimating these ‘ei}uatﬁ‘ions are
used 'to estimat2 and decompose the gross Faceral-private
divferentials, Thes2 valuses are presented in Appendix A.

2vhe calculated F-statistics for the Chow test for the
parsonal characteristics and full-scale earnings equations
are both significant at the 5 per cant level.

IThese mean values, especially those for private
2CLOFr Workers, @re quite low, This is a result of the
:&ﬁ@e;numbers~ofuiadividua13‘#ith no Tneome or with very
oW income contained on both tapes. Since the sample chosen
was all civilian members of the labor force 18 years of age
and older who ware residents of Delaware, Maryland, Virgin-
ia, or tne District of Columbia, it includes unemployed in-
dividuals who would fall into the zero or low earnings cate-
gories. Since the largest proportion of these is likely to
be in the privata sactor, this will lower mean private earn-
ings. However, excluding the unemployed from the data usad
Tor estimations would be incorrect bacause it would give
garnings an upward bias. Because these means are computed
Trom tha naturai logaritams of wage rates, they ara geo-
matric means: ‘

3
1

E = exp (In Ei)/n

1

I S = |
P

%The significance levels quoted for all t-statistics
in this thesis ara for one-tailed tests.

SThis conclusion with resgect to the rate of return %o
on~tha-job training is under the assumption that workers in
both sectors initially devote, the same proportion of their
time to on-the-job training.

5This point was considered in greater detail in Chanter
IV vihen the methods for dividing the data into Fedaral and
private workers were described.

7Harry H. Hellington and Ralph ¥. Hinter, Jr. have
argued that public sector unions are inherently more power- -
ful than thosz in the private sector in their “he Unions and
the Cities (YWashington, B.C.: Brookings Institutiion, \
1571), Pp. 29-30. Daniel S. Famermesh examined this con-
tention and found high earnings effects of certain public
sector unions relative to private sector unions tor tha
same occupations in the private sector in his "The Effact

BES[(K“N’NWNLABUE

182



NI EL DA o e

70

oF Governmant fun2rship on Union Wages” {paser presented at
the conferance on labor ip nen-profit industry and govern-
ment, May 7-B, 1973, sponsorac ty:  Industrial Relations
Section, Princetoen University, Hanpowver Adm?nistration,
U.S. Dapartmen® of Labor), Industrial Relations Saction,
Prinzaton Univarsity, Jdorking Paoer Ho. 320, {Mimeo-~
graphad), pp. 23-% wowevar, yhei! hesa tendencies
i JEEY, 2s for othar

-

. 2
AN FRUR NS 3 ; -
vernhiant unjons as W

Public sactor unicss is very cues*ionab

iicitly assumes tha* Lthe aff
v

r a2
Jon-union empioya2s is the same in both the
ment and the nrivate sector.

9Econcmic Ras0rt of tha President, Transmitted to the
Congress January 1502, togetnar wWith ine Annual Resport o
The Council o7 €cgnomic Advisers (Kasaipgton, N.C.r U.S.
Goveraweat Printing Gfince, 19629, P. 230, -

3DEconomic Pecort of the President, Transmitted to the

Congress, January 20, 1950 (Washingten, D.C.: U.S. Govarn-
ment Printing Office, 1950), p., 9.

13Economic Report of the President,‘iransmitted to the
Congress, Feoruary 1970, tcgsther Wwith The Arnnual Renort of
tha Council of Economic Advisers (Yasnington, DL.: u.s.

Doy I R E N T YT IS TOTAY A0
wovernmant Printing Cifice, 1978, p. 48,

1280wan and Finnegan, Labor Force Participation,
pp. 102-3105. ~

]3It is important to note that this test statistic is
constructed under the assumption that the error terms from
the regression equations for Federal and private workers
are independent and therefore CovBrBp = 0. This is a
reasonable assumption because in~qrdinary least squares
these equations are estimated independently.

o
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CRAPTER VI
HACE REGRESSTONS ARD DIFFERENTIALS

>
g ~ 51

N
i A

ons and differentials betueen Federal

2 yragras

government and orivate sector workers are analyzed to

oL
v

oy
w2

d

riine whether the earnings differentials es timated in

(9]

>

[
J

apter V result primarily from differencas in non-pecuriary
.
Fo » -

enefits between the two sectors. Because anrual earnings

&
D

are avvectad by the number of hours and weeks worked during
" %he year whx?e hoxrly wage rates are not, earnwngs 447 -
ferentials ref1ect d1fferences in certaxn non-pecuniary
benefits in the two sectors but wage rate differentials
largely represent pecuniary differences.

Since the w%ge rate equations and differeatials are
‘ grouns acg

ha eavninne an
o« ™y L™~ a“ hﬁ

e e

c"l'

i

QO

ne and

-t

differentials, there i;_no dztailed discussiorn of the
results. Points of comparison and contrast are noted as
they relate to the influence of non-pecuniary benefits on
the Federal-private earnings differential. Conclusions are
again drawn concerning the success of the Comparability

Doctrine. oy

Overall Federal-Private Yage Differentials

It is frequently acsserted that a major benefit of
Federa] employment is the greater advantage enjoyed in such
non-pecuniary benefits as hours workaod, stability of employ-
ment, and intensity of yyrkqfffort. Because annual earnings

are influechd by the number of hours and weeks workad, the

A
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Tani: 22
Loalysis of Yage Diffaraantials from Overall Parscnal
Characteristics ‘age Equations
Wy b m——— L .
Fedaral ~Private Faderal Private
Pagrassion  Pagrassion hograssion  Ragrassion -
Peights Vaights waightls Yieights
1954 1970 {we) -
Jn’§%= 0.£25 ﬁ%=32.28 In ¥

W‘wgia.ﬁ$€-0.373 W§=S .£8

Tn{G+7)=1.204
Du2 to Differences
in Characteristics 0.2367
Econcmic Rant

0.2272
0.9673

0.97863

in.ﬁ%aa.304 ~ﬂ;=$1.38
1n{G+1)=0.998

0.2517 0:1751°
0.7453

0.8229

1970 (INDUS)

lion-Prefessisnals 1970(4C)

Dus to Differences
in Characterisiics
Economic Rant

In Up=1.132 W=33.10

- 1n Hb=0.281- Wb=$1.32

1n(G+1)=0.851

0.1393

0.1652
0.7112

0.6358
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Tal®2: 33 :

. : |
An2ivsis of vage Differentials from Gverall Full-Scale j

waga fquations ;

. 5

Fadura) Private Fecaral - Private 5

Rearessinn Ragression Regression |, Recression :

Vatgats. Uaiohts haighls Waignts j

1350 197C {4C) }

In p=-0.373 Ty=5 .69

. ~In{G+1)=1.204
Bua to Differanca

in Characteristics 0.2368
Economic Rent 0.95672

0.1612
1.0428

Tn We=1.302 F-=$3.89
1n Hp=0.304 Wo=51.36

1n(G+1)=0.998

0.2581
0.7399

0.0509,
0.5471

: | | 1970 (IKDUS)

Non~Profassionals 1970(%(C)

Tn Wz=1.355 T.=53.92
Tn 7p=0.407 T,=$1.50

: In(G+1)=0.259
Cue te Differences

in Characteristics C.3429 0.1235
tconcmic Rent 0.6161 0.8302

Tn F=1.132 Fo=53.10 |
Tn WP=0.28] HP:‘S] .32 -

1n(G+1)=0.851

0.1951

0.0739 .
__0.6559 y ;

0.771

‘.
R

©
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estimatad exrnings diffarentials reflect sone of the dif-

ferences in non-pecuniary benefits between the two sectors.
[T L N

It is possible that these earnings differentials are pri-

@arily dpa to such nen-pecuniary differences. This igo™

exanined threough a comparison af the earnings differentials

—-—ed

s which do not reflect these non-

T

e holurly wage rate is the pay
measure used. Since there is ro infermation in the data on
wage rates, an estimate is made from the information on

yearly earnings, weeks worked during the year preceding the

»

census, and hours worked during the census reference week

in tihe manner described in Chapter 1v.!

3

\ goth sets of wage rate equations (personal character-
fstics and full-scale) are estimated separately for all
Federal and 211 private workers in the four iarge sets of
data using specifﬁcaticns'simi1ar to thosa emploved in the
earninhs regressions. Again ccefficients are not estimated
in the fellowing cases: 1) the chafécteristic serves as
the base group; 2) there are no observations in the cell;
3) the variable is omitted because of poor results in
earlier }egressions. Table & in Chapter IV prasents the
personal characteristics regressions for the first three
data sets--19560, 1970 (%C), and 1970 (INDUS)--and Table 7
shows the full-scale regressions. The corra;pondihg
equations for the fourth data set (non-professional workers)
are found in Tables 35 and 36,2

et Ny’

In all four .data sets. the mean wage rates of Fadaral

BEST COPY AVAILABLE
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workers extead the mean wage rates of private workers.3
Tables 32 and 33 present the analyses of thesa differsatials.

Like the 2avnings c¢ifferential, the overall Federal-private

vage difverantial fell between 1050 and 197C but by a smaller

pevceniage--oy epproximately 17 per cen: fronm 1.22%4 (in legs)
tc 2.938 (in loygs) instead of 23 per cent. Hewever, an aven

larger proportion of each of thase overall differantials--at

least 75 per cent based cn the personal characuer1st1cs

equations--vewauns betwean comparable workers and is consid-

erad an economic rent paid to Federal warkers. The gross
differential for non-professional workers of 0.851 (in logs)
is also the smallest of th; four est1wated but the proportion

which is an economic rent is the largest--81 per cent vhan
private regrassion waights are psed and B4 par cent whan Fed-.
eral regression weights are used in the analysis based on the
personal characteristics equations. Like the earnings dif-
ferentials, the absolutawage rate differential rose from
$1.59 in 1560 to $2.32 in 1970. - However, the proportional
differentials again are preferred for examination because
they facilitate ccmparisons across groups and between yeoars.
That the estimated overall Federal- -private wage differ-
vnteals are smaller than the earnings differentials s ex-
pected on the basis that earnings differentials reflect
certaigtnon-pecuniary differences‘between the two sectors
while wage differentials do not. The principal non-
pecuniary benefit which affects thesiza of the earnings

differential is stability of employment. & proxy for the
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differancs in stability of emnloynent helwesa the *wo sectors
]

is the differercein the mean nuaber of weeks worked during

the year. A compariscn of these Tiguwres Tor the Four datsa

ment than their private sector counternarts,

Table 3%

Weeks Yorked by Sector

e =Tl

Fedaral .. - Private
1960 48,592 44,463
1970 (%C) 48.290 45,4355 o
15870 (INDUs) - 43,719 45.146
Non-prof. 47,912 45.357

s

Although the Federal-private vay differential falls

when the influence of groater s§°bi1ity of employmant in

the Federal sector is removed, a proportional differential
remains wnich is largely unatéributable to differences in
productivity between the two types of workers and whicﬁ is
considered an ecsnomic rent paid to Federal workers. The
economic rent estimated in the earnings differaentials repre-
sents both a pecuniary and non-pecuniary advantage enjoved

by Federal workers over their counterparts in the private

sector-while that estimated in the wage differentials repre-‘

sents primarily a pecuniary advantage.
Stability of empjpyﬁéﬁf within the yoar is only one of

the non-peéuniary bénefits allegedly associated with Fedaral

.-~ 48y BEST COPY AVAILABLE
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aemploymant, However, it is %h2 only such benafit for which
a vairly direct neasure of relative differences is available.

There i35 no direct measure ovailable for differsnces in

v
y

-
-

intansity o

[ 4
[

work effort or stability of employment over
: »

fany yesrs., The relationship betwesn Fedaral-private pay

Prwrr e

di

-y

w“ 3 3 g § . » ) Loeow e w? ) v
Ferenticls and differences in the stability of enploymant

within the year is examined as a representation of the re-

E )

Taticnship with 211 non-pacuniary benefits..

To .examine the comparability af Federal and private
sector workaers on both pecuniary and non-pecuniary grounds,
the earnings and wage rate differentials by race-sex group
should be comnared. Brief consideration is given first fo

the regression results of the overall wage rate equations.

Fersonal Characteristics Wage Equations

The patterns observed in the estimated coefficients
are very similar to those in the‘earnﬁngs equations. The
princiga! difference is in the pattern of the coefficients
of the race and sex variables. The extimated proportional
differentials are consistently larger in the Federal sector
in all four data sets. The racial differentials range in
size from -0.233C to -0.2488 in the Fedaral sector and from
~0.0968 to -0.1715 in the private sector. The sex dif-
ferentials range in size from -0.3494 to -0.4962 in the
Federal sector and from -0.0253 to -0.3544 in the private

sector. All are significant at the 5 per cent level except

.,

st '

‘the coefficient of sex in the private sactor in 1850 which

is significant at the 10 per cent Tevel. The earnings

!
L}
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Tabln 35

Persenzl Characteristics Yave Equation for
hon-Professionalsa

Al

T e il =
+wOrXers

hon-Professional
1870 (uC)
Federal Private

Education

>

Experience

Experience 3quared

Race

&y
i
>

Spouse Present

Spouse Absant

Widowed:

Divorced, Separated

Urban Residence

Disability

r
R2

sStandard Erfor

-0.7334

(-9.8333)

0.0554
(12.0002)

0.0226
(10.5882)

-0.0007
(-13.7656)

-0.1131
(-3.6625)

-0.3555
(-13.2722)

0.1835
(4.8462)

-0.0556
(-0.5947)

0.1520
(2.1096)

" 0.1397
(2.4956)

0.5010
(17.9863)

-0.3003
(-5.9892)

115.4440
0.0421

R B

2.1352

191

'
-0.511¢ ~J.3445
(-3.7423) &:5.3343)

9.0753 0.0348
(9.5108)  {5.7100)

0.0446 0.0216
9.0530)  (6.9439)

-0.0007  -0.000s
(-5.6074) (-10.8599)

-0.2339  -0.1583
(-5.5075) (-4.4052)

-0.3627  -0.3544
(-8.9163) (-11.7954)

0.2118 0.2038
(3.7711)  (4.7812)

-0.3362 -0.0013
(-2.473C) (-0.0158)

0.2178 0.1906
(1.8812)  (2.3782)

0.0580 .1832
_(0.7103)  (2.5035)

2

0

2
0.2575 0.4663
(4.8350) {15.3330)
0
5

~0.3684-~  -0,279]
(-4.7255) (-5.0259)

51.8320 80.5342
¢.12¢8 0.2335
1.1639 2.2293
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Tabla 35--Centinued

. Hon-Profescional
R AN 1970 (MC)
Danandent Variable: In Y - Workers Faderal Private
Humbar of'Observafions | 28,656 3,749 24,307
/af-values in parentheses
BEST COPY RVAILABLE
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Full-Scale Wace Equation

Tabla 33

ion-Professionals?

180

for

lion-Professiona)

| AN | 1870 (uc)
Dapandent Variable: Ta Y Morkeprs Federal Private
Constant ~-1.2433 -0.1759 -1.1487
(-14.6365) (-1.1527) (-12.2203)
Education 0.0779 0.0532  0.0520
(15.7600) (6.0603) (11.2937)
Experience - 0.0294 0.0430 0.0206
(10.4922) (8.7;82) (6.6020)
Experienca Squared -0.0007 -0.0007 -0.2005
; (-12.6951) (-6.5223)" (-9.4984)
Race -0.1064 -0.1752 -0.1580
(-3.3833) (-4.0]05) (-4.3310)
Sex -0.2117 -0.3601 -0.1527
(=6.9152) (-7.7247): (-4.2446)
Spouse Present 6.i572 G.2097 6.1641
(4.1501) (3.585C) (3.85568)
Spous2 Apsent -0.0847 -0.3232 -0.0478
(-0.9100) (-2.3936) (-0.45868)
Widowed 0.1186 0.2177 0.1373
. (1.6538) (1.8876) (1.7249)
Divorced, Separated 0.1217 ‘0.0502 0.1528
(2.1840) (0.61771) (2.4375)
Urban Residence 0.5453 0.2471 0.5122
(19.5811) (4.4545) (16.8861)
Precfessional
Manager -0.1096 0.2834" -0.0949
| (-2.1942) (4.4406) (-1.6343)
Sales -0.1248 -0.4328 0.0955
S—f=2.4225) (-1.6619) (1.7255)
BEST COPY AVAILABLE
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Table 35--Continuad

b lion-Professional
| A1 1970 (%C)
Depandent Variaeble: In ¥ . Morkers Federal ’rivate
Crafisman 0.23490 -0.0828 0.5828
(9.0363) (-1.3118) (11.8319)
Onerativas 0.4458 -0.0700 0.8323
(i1.3003) (-0.7709) (14.412¢)
Laborers ' 0.3316 -0.2020 0.503%2

(5.2676) (-1.7528)  (7.2601)

-0.2477  -0.2708  -0.131§
(-5.4128) (-3.6345) (-2.5574)

Disability -0.2774 -0.3733 -0.2494
‘ (-5.5600) (-4.5503) (-4.5237)

o
[
3
«<
sl
O
£

F 95.6959 36.5512 77 .5535
RZ | 0.0532 0.1335 0.0457
Standard Error ’ 2.1228 . 1.1578 2.2116
Humber of Obsarvations 28,655 3,749 24,907

8t-values in parantheses

N
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E

equutiqnuwdiffar in tho sex differential which is largar in
the private scctor for all 1970 data sets. This 5uggests

that the greater numbear of weeks worked on average by

bo
'i

females in the Federal sactor off.

[ 92

2ts the siraonger.dis-
b pay so that over the
vear, tne effect on earnings of discrinmination by sex is

larger in-the privata sector.

Full-Scale Yage Ecuations

_ Yhen occupational variables are included and the full-
scale wage equations are estimated, the pattern of the
coef?icients is altered but not as extensively as in the
earnings eqnaticns.‘ The principal differences between the
full-scale wage and earnings equations are in the natterns
of‘the rate of return to education and in the proportional
race and sex differentials. With the inclusion o.\;ha
occupat1owa1 variables, the estimated rate of return to
education in the wage equations falls in the Federal sactor
and rises in the private sector so that it is greater in
the private sector for the 1960 equations.énd for the non-
professional equations. (In the full-scale earnings equa-
tions, the rate of return to education is higher in the pri-
vate sector for «ll data sets except the 1970 data divided
by the induétry classification variable). This suggests
that the effect of education on pay is more sensitive with
respect to occupationa1<fhoice over a longer period such és

a year than in terms of the base rate.

The estimated race and sex differentials follow the

BEST COPY AVAILABLE
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133

pattarn of thoce estimated in the personal charactaristics

-

wage eyuations: both are larger in the Federal secter. The

w
e

racial differantizl in the Faderal soctor ranges in size

-

(&)
el

-3

2

cr

Troa -C0,1553 to -0.1752 and the sex differantial *

N
i

>
<

L=0.3238 to -0.2:03%,

o

27

T
1]
- od
<z
t 2
v
or
el

Althougn the iaclusisn of the occupasicn las

o
pos |
ct

coes not alter the pattern of the estimated coefficients o7
the wage equalions tc the extent that occurs in the earnings
eduaticns, the same criticisms apply to their use for the
purposes of this study. Tha most meaningful equations and
differentials to examine to study the comparability of
Federal and private workers are the personal characteristics

specifications by race and sex group.

Federal Wage Differentials by Race and Sex

Both sets of wage equations (personal characteristics
and full-scale) are estimated on the eight race-sax groups
of Federal and private workers in the 1960 data and the 1970
data divided by the work class variable with specifications
similar to thoss for the earnings equations. Coefficients
are not estimated for the following reasons: 1) the
characteristic servas as the base group; 2) there are no
observations in the cell; 3) the variable is omitted because
of poor results in ear]ier‘regressidns. Tables 37 and 33
represent the anaiyses of the wage-rate differentials on the
pasis of these equations.

\.—r-s- '
The mean wige rates of Federal workers are greater than

those of private workers in every race-sex group in both

. ST COPY AVAILABLE .
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Tabin 37
nxiysis ofF Mage Differenzials Trom the Parsanal Character-
Stics Vazs Equatinns bY Race and Sax -
1950 1970
Fazeral Private Fedaral Private\“~
Raomassion  Regeassion Ragrassicn  Rearession
tizisnts Maignts Weinhts Waights
binices vnites
. ‘ 1n‘E§=0.903 T}=$2.43 In W}=}.431 'W}=$4.18
) In s==0.351 Tl':o"‘s .70 In HP=O .350 WP:'-S] .42

e 1n{G+1)=1.259
Die o Differencas |
n Coaractaristics C.
b
t

276 0.2214
Ecnaonic Rent ]

4 © 01,0375

In(&+1)=1.081

0.2372
0.8333

0.1533
0.9272

Man-Whites

Non-Whites

In §.=0.548 W_=$1.73
r r

iy

W ==0.471 T =5 .62
In p 0.471 !P S .6
In(G+1)=1.019
Pua to Diffarencas -
in Characteristics 0.2007
| Zconomiz Rent 0.3183

—0.2028
0.8182

In [.=0.947 [~$2.59

In ﬁb=0.125 W%=$1.33

1n(G+1)=0.822

0.2858
0.6122

. Males

Males

v =1.0 T =
In hF 1.010 JF $2.75

W =-0,394 F.=5 .
In IP 0.39 wp S .67

In(G+1)=1.4C3

0.2348 "~~~ 0.2315
1.1192°  1.1724

Du2 to Differencas
in Characteristics
Econcmic Rent

In H%=1.510 HF=$4.53

T=0n
n NP 0.409

In{G+1)=1.101

0.26
0.83

Wb=$1.51

“Pon

-3 0D
4> O

3
7

0o
O —
(9]

[Sy 3}
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4 ie 37"”:'.”:# 1A va b
- L P Y
1832 1579
e
T . ~ » = . L . . ‘
Faltamd Feivata Fadaral Privata
:“’**. “ Y = - o I £\ Ty Doy - 2
REITesson Paaression Regrassicn  Reqrassion
L Y3y miye s Y.t . IR N
o R RECh F e 2igNCS nATGATS haights

Tn{G+1}=0.332
Due to Dy frerences
in Charactaristics 0.2959
Ecenamic Pant 0.58641

0.1984
0.5516

In T:=0.955
Tn W,=0.135 W =51.15
Tn(G+1)=0.831

0.2477
0.5333

Waite Malas

linite Males

n ..F=].118 ‘c‘x:;=$3.05

| In{3+1)=1.507
Cue tc Cifferances

in Characteristics 0.3414 0.1603
Econsmic Rant 1.1836 1.3367

Tn Fe=1.640 W=55.15
In Hp=0.435 T,=51.55
n(6+1)=1.205

0.3703 0.
0.8347 1

‘whitg femalas

White Females

In ﬁ%=0.550 FU%=$].75
In ﬁb=-0.274 Wé=$ .70

10(G+1)=0.834
Due to Diffarencas
in Characteristics 0.2 11 1.1713
0.5829

Econcmic Pant -0.3372

In W%=1.046 u%=32.85

In W;=0.204 ‘Wb=31.23

In(G+1)=0.352
0.2077 0.22566
0.6343 0.813¢

— aa——
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TU371% 2r--Cuntinued
§
1953 1378
M Fadaeal Private Fatera) Privata
Segressisn Fagrassion Sarassion Pageascion
“@irhns Naiunts Weights tHatants
asaenhive ialas Man=bhita Males
in Y= 0.639 n.=31.93 ln‘ﬁ%= 1.075‘ﬂ%=$2;93
] v |
In‘ﬂbn—0.424 ﬁb=$ .65 In o= 0.295 E§=$I.33
In(G+1)= 1.073 In(G+1)= 0.780
Jua to Diviarencss e ‘ | :
in Characteristics 0.1116 0.2035 0.1592 0.0779
gconomic Rani 0.5374 0.8554 0.6208" C.7021
Non-linite Females Noa-Wnite Fearales

¥l

. 3¢ F=$1.41

'\

Tn(G+1)= 0.855

0.5442
0.3508

Due to Differencas
in Characteristics
cconomic Rent

0.334]
0.8165

In W= 0.802 =32
in g}=-0.089 ﬁbws .02

1n{G+1)= 0.89

0.2759
0.6152

0.1268
0.7542
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Table 38

Analysis of Hage alrfe.ent.ala 1rom Tu11-3cale b
tions by Race and $ '

~:

1950 . o7y i
Fadoral Privacs Fadary) frivace
Regrassion  Rearassion Renrasnion Rarrassion
" waights Valyhts wainhes taighes
Whites Witites
In E%= O.BQS’Q}=$2.48 In W%=1.433 ﬁ%=54.18
In Tf~-0 351§ ip=$ .70 In 1,=0.353 ﬁ%=5].”2
| “Tn(G+1)= 1.259 In(G+1)=1.03!
Su2 to Differences o o,
in Characteristics 0.2563 0.1888 0.2043 G.C552
Ecuncmic Pant 1.0027 1.0702 0.7752 2.0628
hon-Waites Non-ihites
In lp 0.543 UFv$7.73 In ﬁ}=6.947 Te=32.55
In ?:'Pf=-o.471 V=5 .62 In 5,=0.325 HyT81.13
n(5+1)= 1.015 In(G+1)=0,82?
Du2 to n1fferenC°s ‘
in Charactoristics 0.1189 0.0358 0.153) 0,0097
Econemic Rent _ 0.2001 0.9522 0.5389 2129
Malas Halas

In W= 1.010 etz 75 Tn e=1.510 T.=s4.53

ne=54.5
n 13"P=-0.394 17P=s .67 n ::,,-0.409 :’-:‘?a=51.57

In{G+1)= 1.404 Tn{3e1)=1.101
Lua > Differences ‘

in Charact teristics 0.2771 0.3388 .30 0.0
fconecmic Rent 1.12069 1.0652 Cc.70,9 L0009
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Qe 2le-Tontinued
nar qg7n
) 1977
. [ TV N N ’ 2
Fadaya) CPrivaza rataral Arivaia
"Ly S B e NV oy Y n .y n wm
Sagrassio Raueession WETASSIEN Raorassion
B . - vy N =y de AR P
2igMLs 275aLs CRISN8S LRIINNS
- R - » .
DR B Iy resa;ns
NS N - T -~ 2 - -
n W= 8512 R, 1n W.= 0.225 nF~b-.03
r ;

1a(G*1)= 0.850
cu2 to Differancas
in Charactaristics 0.374¢%
Economic Rent 0.4851

0.1485
0.7114

In(G+1)= 0.821

0.2370
0.5940

0.1928
0.6312

White Males

v =1 712 IT = 3
1n W% 1.113 HF $3.05
Tn 3b=-0.389 T =3 .68
Du2 to Diffarances

in Cnaracteristics
Economic Rent

0.3553
1.1518

0.1923
1.3147

In(G+1)=1.205

0.3573
0.3377

0.0856
1.1194

Wnite Females

White Females

In‘nF= 0.550 U%=$1.75

In Hh=-0.274 W}‘S .76

In{G+1)=(.834
Cue tc DifTfarences
in Charactaristics 0.7763 0.2393
Economic Rent 0.0572’ 0.5%947

4

W= a = |
In .'fF 1.046 wF §2.85
In H;=0.204 ﬂ;=$1.23

1n(G+1)=0.842

0.2561
0.5755

oD
* ®
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)
-t
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Lue to Difre re
in Chapracteris
E¢onomic Nent

Tn ,20.223

1n(5+1)=0.789

0.1470
0.633¢C

f=32.23
[}
=813

-0.0%720
G.8720

Non=-binite

hon-YWhite

Ferales

Cue ©o D1rferen"es

in Charactor

Ecenomic Rent

In W}= 0.342 W _=$1.0

]n\C"‘l) 0.895

0.3655
0.5235

-0.0907
0.9857

InW

F

In up=-0 0ea Eb

1n(CG+1)=0.821

0.3094
0.3374

= 0.802 Wa%2.2

.92

L')

0.1032
0.7373
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years, Lika th2 2arnings differentials, the larcest Gress
Wage rate civierszatial ir both years is for white males
(1.507 in logs in 1980 and 1.205 in logs in 1970). Sinilar-

»

L N
Py, n

®

smallast §voss diffzrontial in 1950 is for white

‘o

¥

- ARl

T e

%3

{C.23% in Yaus) any $n 1270 Tor non-unite nalas

a

{(D.780 4n lows). These divverentials are smllar than the
eirnings differentials for thz same race-sex groups in-
dﬁca%ing that part of the gross earnings differantial for
each race-sex group does reflect the greatar non-pecuniary
cenafits enjoyed by Federal vorkars, specifical]y‘their
greater stability of employment. However, there is still a
substantial differantial for each race-sex ‘group, More
than half of this differential remains between comparable
wcrker# in &ach group and s considered an Quunumic rent
paid to Federal vorkers.® This implies that in'adthion to
their non-pecuniary advantage, Federal workers in every
race-seéx group enjoy a pecuniary advantage over their

counterparts in the private sector. __

NS e

These differantials decrease between 1950 and 1970 for

every race-sex group except white females. The percentage

decreeses vainge in size fronm 4 per cent for non-white females

to 27 per cent for non-whi;e males, The differential for

white females increases by 1 per cent batween 1960 and 1970,

Like the dacrease in the earnings differential over this

period, these changes in the wage rate differentials prob-
ably reflect changes in general economic conditiqns over the

decade and differences in the effect of inflation on real

<03 BEST COPY [VAILABLE
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Bre paigzens in the aexdimanny COR/WVINTAINLS ¢F tha vape
-
- s o "o
Chdesions Yoo the race-ser grouss in 1550 aad lern ara
» 3 Y " oy N | 3 s S A - ’ L3
SO0 LYY gDserved 3- the SRrATAGE 25eations,  {Tables

-
-~

anite neles in 1950, The patca;n of the experience coet-
ficients is elso similar to that observad in the earnings
aquations: they imply that if beth Federal and private
vgrkers initially derte the sane proportion of time to
""""" on-th2-job training, the rate of return is consistently
higher in the Fadaral sector.

v

ine ori

3

cipal diffarences from the earnings regressions
wihich emerge in these wage regrassions are in the estimatad
race and sex differentials and the effect of the 3A8Y8B
‘variable. In both years, these differentizcls are 1arger.1n
the Fadaral sector when only cone minority influance is
Freseat: trat is, discrimination is stronger against non-
white males and white Temales in the Federal sector, In
1860, the raciel differential is smailer in the Federal
sector when both minority influences are presant and in
1370 5oth differentials are smaller in_the Federal sactor
vhen both minority influencas are prasent. A1l the race

<, ' .
ard sax differentials are”smaller than those estimated i
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- Tabia 337
Persanzl Caa racte::sti:skﬂeﬂe CO"’tkﬁns for
Hnitas and Non-Yhites in 1867

Laitas in 1580 an=whites in 1559

Leraaaant Varintie: In fedaral Privata rataral  Privats
Coastant ~0. 8355 -0,3472 RV Wl
(-5.4832) (-8.5347)  (-1.3838) (-7.0747)

Edsatisn C.0787 - 0.0055 0.0302  0.7053
{£.3275) (1.0019) (2.5724) {0.8358)

Laileriance 6.0427  0.0i00 0.0303  §.2272
(7.3633) (2.4880) ~{2.5247) (4.1771)

Exparience Squarad -0.0006  -0.CNG7 -0.0305 0.30035
(-5.1803) (-9.1071)  (-1.9533) (-o 9534)

Sax - ~0.5337 0.0151 —0.3338k -0.2005
(-10.3623) (0.3791)  (-3.4830) (-3.3104)

Snous2 Present -0.1157  0.0699 0.1145  0.1602
(-1.7822) (1.3050) (0.8113) (2.0208)

Spouse Absant -0.1687  ~-0.3523 -0.1730 0.3102
(-0.8581) (-2.4507) (-~0.58C8) (2.0608)

widowed 0.0432  0.0372 0.0330  0.1392
(6.3455) (0.8327) (C.1233) (0.9767)

Divorced, Separated 0.15357 0.1299 0.0322 0.1036
(1.4237) (i.3525) (0.4543) (0.9539)

Urban Residance 0.2325 0.6559 0.1188 0.4323
(3.5700) (18.3431) (0.7224) (6.7084)

37.4344 103.8022 3.4995 14.7673

R2 | 0.1273  0.0437 0.0327  0.0206
Standard Error 1.0811 2.5701 -1.3886 2.1716
Numdar oF Cbservations 2,253 20,534 667 5,885

®t-values in parentheses.
S
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Spous2 Absent
Videy =d
Divorced, Separated

Urtan Residance

Babyoborn

F
RZ

Standard‘Error

~Number of Obsarvations

-

-0.3015  -0.0867
(~5.0239) (-1.5355)
0.2204  0.2753
(3.5753) (4.4599)
-0.0308  0.1514
(-0.0050) (1.2492)
0.2530°  0.3223
(1.3321) (2.0503)
0.215%  0.2332

(1.8257) (2.009%)

0.15648 0.8881
(2.5783) (20.5117)

37.7863 107.8203
0.1526 0.0528
0.8301 2.6336

1,840 17,260

— N - -
13512
Personal Couracterisuics Yage Zquatioas foy
Hales and Faemaias in 13230%
Neles in 19%0 Famatas ia 1580
s . ~ K R4l N a R
Uazendant Variusis: in U FeLEy Private Fadamal Peivana
LONY
sonstant 17120 -0.4323 L.27EY 27,4375
(-5 I35 {~+.T31T) 19,3331 (1.8173)
réusation C.CENY -GLOm3Y .953¢C 0.0%31
S e - P ! * - ey
(5.523%) (-3.8201)  (4.5102} (Z.232%)
cxgarisnce 0.C+30 0.0002 0.5333 G.0152
(5.1228) (0.0355) 12.7783 (2.5709)
Experience Ssuared 0.3 =0.5933  -C.0C:

(-1.3508)

-0.1014  -3.1807
(-0.9421) (-3.343)
-2.0313  -0.553]
(-2,7430) (-3.5372)

-1.9562 -0,8153
(-3.5957) (-2.4724)

-1.8171  -0.7351.
(-2.8537) (~¢.7135),..

-1.563971
(-3.3321) (-2.7573)

0.2935  £.1397
(2.0319) (2.7954)

-0.1442  -0.0475
(-4.0953) (-3. 59/1)

D 5824

8.7183 15.1415
1 0.0668  0.0124-
1.39¢7  2.1530

1,030 9,159

RS T

a, . thas
t-values in parenthasas

)
(=
ep
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Tabls 4]

marsonatl Cowvacteristics Mace Eguations for
woitz Males and Femalss in 1280¢
Niite Males Wite Tamalas
in 1hED in 1555
Dovendans Yariabla: Ta @) Feﬂerai BPrivate  Fodaral Priva*e &)
Swmstant =087 SnLA0T i.1237 -0.1957 <1.2312
(-6.2532)(-3.3531) (1.6128)(-9.3705) {-1.63)
slusavia 0.0731 -0.0203 0.0859 0.0523 -£.0335
(9.9538¢){-2.9229) (3.5759) {5.5753) (-1.32)
NS
Expariance 0.0527 -0.0039  0.0275 0.0242 -0.0032
(8.©335)(-0.7057) (2. 2917) (3.2783) (-0. °7)
Evuhrien:e Saquared -0.0008 -0.G005 -0Q. Q0C2  -0.0600: -0.0004
(~7.47583)(-5.5992) (-0.7804){-5. 82“4) (-1.33)
Soouse. Prasan® 0.15876  0.2%62 -2.403¢ -0.S310 3.3854
(2.1435) (3 9687) (-4.6373)(-4. 57a2) 16.04)
Spouse Absant -0.2334  0.0347  -1.9423 -1,5736  0.3635
(-1.1524) (0.1658) (-2. 9702)(-5.8530) (0.51)
Yidowad 0.3357 0.3°12 ~2.1798 ~1.1025 1.C0773
(1.3900) (1.9232) (-3. $583)(-4.7558) (3 .30)
Diveorcad, Szparatad 0.2752 0.2033 -1.9835 -0.3232 1.1537
(1.325¢%) (i.93502) (-3. 6711 ){~3.E031) {2.35)
Urban Rasidance 0.2063 0.8957 0.2214 0.2413 0.C39S
(3.4450)(18.3528) (1.o513) (4.2578) {0.25)
Eabysor -0.1750 -0.0730 0.102¢
(-34.0928){-4. 1790) (2.21)
F 29.6529 69,8335 8.2344 21,7317
g2 . 0.7402  0.0543  C€.0721  0.0205
Standard Error 0.8181 2.7333 1.3820 2.1734
humder oF Cbservations 1,407 13,760 845 6,734

at-va]ua in parenth esns
\. ——"

- BEST COPY AVAILABLE

‘ <07
" ERIC e

Full Tt Provided by ERIC.

0T ]'94‘\'& TR



133
Tahia 12
Perzonal Claractaristizs Vage Equatﬁonsafcr
ea-tniie Jales and Faoales {a 1250

NORERNS B fon-lhiie Fawales

i AsAR e izEr

favndant Yariadiar Ia oy Fraamal drivats Fedaral  Privaia
Conssaan =3.223] -0L758 -3.8338 <3 .2147

& - - -y ’ aldd - » 9 Y b - -y
GLETET) (- T08) {a0.48Ee) {-3.83727)
tduzstion G.C278 -0.02%) 3.0307  2.0:03
{1.2813) {-2.5337) (2.0383) {3.7772)
Irpariang: 0.0288 0.5230 3.0532‘ 0.8I33
p P A Ly | - Sy g
(2.4345)  (2.5523) (1.9165) (2.8573)

»

Expariance Sguarad ~0.20C3  -0.0008 -0.0017  -0.0ec2
(-1.2761) (-5.4663) (-1.79C2 (-1.4711)
Spouse Present 0.8195  0.1750  -1.5848  0.0433

Standard Error

dumbar ¢f Obsarvatians

0.4544
(1.5788)

0.3247
(1.1223)

0.4258
(2.2252)

-0.0577
(0.4178)

0.3333
(1.5867)

0.073%
(0.3104)

0.053]
(2.3298)

0.8203

(9.3657)

24.5439

0.0511

2.2187
3,500

-2.2308
(-2.1581)

-1.2557
(-1.4502)

-1.4538
(-1.8351)

1.0037
(1.8752)

~0.0992
(-1.5351)

2.2763
0.047¢C
1.4294

234

-0.103
(-2.2735)
0.1231

(2.4202)

-J.2157
(-2.1357)

-0.6G20
(~0.2277)

(%4

0.0<35
2.0530

2,335

@t-values in parasthasas,

sk ¥t

BEST COPY AVAILABLE
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Parsonal Jhara ristics Yag2 Eguaticns for
N K9 N You -y i T3
Whitey nea-Uinizes in 187
AT T -y ‘,?’r;-;u‘-»
T ) be wand l.QJ.‘H.«n ".’:S
TRTe Fuie 78 Jton
1875 (N0 1976 {he!
N, G on, . “ - - R ) ! 3 Lod - an
-n - 1.4 v ; . -
SErwdw Arrianiar Sodoradd crivata razacal Prigass
r—————— -
A e de e v LA~ A BENAAYe 2 rAalkete] T,
'-l - --ﬁ”}"\. "\)'».:-):‘ns:? - ~.‘~J\a);0‘u _ivnle\) = dew (‘5
5onIia 1 n313) NR/A= Al L .0
(~5.3503) {-1.0113) {=3.0833) {-z.£375)
S ANove
z a7

22 Squared

Divorcad, Separatad

Urban Rasidanca

Disabhility

F
g2

Standard Error

Numsar of Cbsarvations

0.0572  0.0165
(i3.£393) (

-0.0309  -0.0007
(-9.7212)(~10.2437)

-0.3%33 © -0.2291
(-10.7487) (-8.5503)

C.i201  0.1352
(2.0037) (2.2464)

-0.2817  0.0330
(-2.1598) {0.6505)
]

.033
650
C.iC16  0.1507
(6.9358) (1.7123)

-0.0070  0.2058
(-0.0379) (2.7829)

0.1695  0.4992
(3.8039) (14.9775

-0.3231  -0.197
(-4.3958) (-3.1150)

84.9744  74.0207
0.1757  0.0315
1.0227  2.3320

- 3,542 22,407

Sra werms

0.0304  £.0153
(3.3912) (2.5238)

-0.0004 . -G.0303
(2.0245) (-3.3223)

-0.2117  -0.3837
(-2.9473) (-6.7112)

0.3305  0.20730
(3.5043) (5.2:79)

0.2362 .22
(1.5080) (2.1823)
0.

0.0855 1877
(0.6583) (1.2158)

0.2474  ©£.193
(1.8703) (3.1118)

-0.2525  -0.4574
(-1.7531) (-%.3830)

11.0629  14.5313
0.0653  (.0232
1.2775  2.0732

1,441 5,733

qt-values in parantneses,

~09
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Tasxle &4

Parscnal Characteristics Yage Equatiaoas for
Hxves and Femates in 1970°
S talas Farales
1670 (uC) . 1278 (Mg
Sereviag Varizdla: in Y Fezaral  Private Fade ral Privata
Csnstan -0.7334 0,092 -0.813¢  -0.7333
(-7.7785) ({0.9328)  (-3.2083) (-5.8733)
E¢sertion 0.0383 -0.0116 0.0752  0.539)
(15.7753) (-2.0033)  (5.0537) (7.3259)
Exsarignee - 0.0522 0.0033 0.0515 0.0207
(12.5550) ({2.2434) (6.5572) {4.8022)
Exzerience Spuarad -C.0008  -0.00206 -0.0003  -0.0004
(-9.2550) (-8.0883) (-4.7332) (-5. 2879)
Raca -0.2766  -0.13%4 -0.1415  -0.1836
(-7.1093) (-2.7572) (-2.0857) (-3.7079)
pouse Present ~ 0.4405  0.4731 0.0039  -0.0570

(8.620%) (8.4408) (0.0476) (-1.1134)

Spouse Absent 0.0453  0.2760  -0.4997 -0.1§32
(0.3697) (1.8693)  (2.4258) {-1.2153)

Yidowed 0.472¢ C.3159 0.0227 ., 0:73
(3.5232; (2.1379) (0.4283) (-0.825 1)

Divorced, Separated 0.2734 0.4423 -0.1057  -0.0039
) (2.1191) (4.7281) (-0.9¢87) (-C.0485)

Urban Residenca 0.0579 G.5398 C.4353 0.2333
(1.3586) (13.9183) (4.5058) (5. 7322)

Babyborn -0.0550 -0.0420
(-3.0972) (-3.5¢37)

Disability -0.1013  -0.1816 -0.8252 -0.3535
(-1.6477) (-2.86397) (-5.0957) (-4.3258)

F ) . §8.5372 62.2935 14.7835 23,0323
R? 0.2269  0.0341 0.0635  0.0220
Standard Error “—0.8721  2.3954 1.3852 2.6218
Humbar of Obsarvations 2,325 17,377 2,053 1,763

%t-values in parentheses.
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AN Y
Parsonal Characteristics Yaga Eguativns
for Hon-White Malss and Femaias in 7470%
nbn-“"ace nales ron=Uhite Famalss
15790 ( a[") 1870 ( o ‘
Casendant varishle: in Fedaryl  Private Faleral U*:vatz
Comstant -0.5233  -0.1C83 -1.8133  -1.1C72
(-1.5280) (-0.5320) (-3 31£0) (-4.3231)
(3.1777) (-1.7272) (3.57G7) (<.1313)
EXcarience 0.0235 0.0193 0.0374 0.C129
(2.4239) (2.3251) (2.4257) (1.4251)
Experience Sguared -0.00063  -0.0006 -0.0005  -0.0001
(-1.6033) (-2.12238) (<1.3473) (-0.5045)
Sacuse Present 0.5565  0.6579 0.0910  0.1035
(4.8777) (6.5195) (0.5984) (0.25015)
Spousa Adsent -0.C284 0.1504 -0.4029 -5.1839
(-0.1144) (0.6572) (-o0. 5151) (-0.7559)
Widowed 0.42863 0.6715 0.139% -0.0535
| (1.5007) (2.8064) {0.5089) (~0 5423)
Civerced, Sesaratasd 0.4C79 0.4970 -0.7410  -6,0972
(2.1722) (3.3798) (-o0. 7405) (-0.6622)
Urban Rasidance 0.0357 0.2735 0.6082 0.0432
(6.2361) (3.2981) (2.5683) (0.4833)
Babvtorn 0.0126 -0.0127
{0.3829) (-0.6%2 18)
Disability -0.0146  -0.5006 -0.6663 -0.3535 -
(-0.6934) (-3.6145) (-2.4516) (-2.2908)
F 8.6152  12.4560 4.2978 3.3519
R? 0.0822  0.0312 0.0465  0.0092
Standard Errcr 1.1058 2.059% 1.4403 2.C838
Mumber of Observations 756 3,199 675 2,534
at-values in parentheses.
242 BEST COPY AVAILABLE
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A

Ao earnings eywations.,  In 18350 the sox differsncial ranges
in size from 0.0051 {this is insigniTticant) to -0.5357 and
tha race TifTarantizl rane gas from -0.0887 to -0.30315. In

Is dntuitively roasanadle since i% indirates *hat non-wihitas
and femsles are aifacted by discrimination in both pecuniary
and nes-pacuniary matters.

The coefficient of the 3ABY3 variables i3 also smaller in

wn2 wage equations than the earnings equations in all cases

wher2 this variable is significant. It ranges in size in the
Federal sector from 0.0125 (this is insignificant) to -0.1750

and in the private sector from -0.009C (this is also insig-
, g

T f b

e

-0
-l
wn

H

v H 12 in

ct

mains largeor

ﬂ)

nificani) Lo =5.0730. e coefficient
Faderal sector for all groups in both years except for non-
vihite Temales in 1570 (where tha coefficient is insignifi-
cant Tur both Fedaral and private workers). This imniies
that the effect of lost experience due to child care is
greater ovar a longer period of time than in terms of tha

basa rate of pay.

Full-Scale Wage Equations

~—— - With the inclusion of the occupationel variables in

the full-scale wage equations, the pattern of the estimatad

coefficients changes. These changes are similar to those

wnich accuy when tha occupational variables are included in
N \\,h ..

the full-scale earnings equauions except for the changes in

the estimated sex and race differentiails. It is expected

: |
213 BEST COPY AVAILABLE
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L% I

Fuii-dtaie Vage Iguatians for Yhite
2nd ~.aitas in 12603
aites yen-whitas
M 1855 in 1339
SEAFANG Voot oo Folaml o Brivate Fademal Privata
] l-‘:t:"t “:‘r. ;3":‘ "] a’ ) 6 ‘i-;'=u 3“‘2: "i .673*-)
(=2,4789)(=16.3713) (+0.C234)(-10.7227)
Eduzation - C.8328  0.0533 G.0125  0.0i3
(5.2737) (5.7238) 10.7054)  {1.7428)
Zaserience C.0N3  0.0296 0.0357  0.02)2
(7.2225) {2.4173) (2.5533) (4.5955
Ex2erienze Sauared -0.0006  ~0.0305 -0.0005  -0.0035
(-5.2187) (-7.1520) (-2.2035) (-5.7833)
Sex ~0.2770 0 1878 -0.3016  0.0532
(-£.2581) (4.4488) (-3.0555) (1.0457)
Spouse Frasant -0.1213  0.0478 0.1182  0.9732
(-1.8751) (0.91171) 10.8440) (1.0155)

Spouse Absant
Widowad

Divorced, Szparatad
Urtan Pesidence
Profeszicnals
Managars

Craftsman
Operatiyes

Laborars

-0.1223  -0,3032
(~0.6238) {-2.20C3)

0182 C.C322
(0.337C) (0.4i22)

0.1640 0.C550
(1.5053) (1.0534)

0.2243 0.7295
(3.4327) (19.6718)

0.3050  0.1215
(4.78%4) (1.9340)

0.2090 -0.9254
(2.3539)(-13.8725)

0.0977 0.9921
(1.0861) (17.2083)

-0.2333 0.9782

*:¢q3rz485) (]8.]565)

-0.0221  0.6472
(-0.0773) (6.3252)

~14

-0.0920  0.2579
(-0.2101) (2.C

0.1093  0.1270
(0.4167} (6.9132)
0.1120  0.0355
(0.5233) (0.5251)
0.1291 .42
(0.7838) (5.7174)

0.2720  0.5720
(1.5133) (3.9%75)

0.4631 -2.3918
(1.0952)(-10.1513)

0.1592  0.§501
{0.9501) (5.3155)

-0.0205  0.9192
(-0.1257) (11.1504)

2015 0.3578
(- 1 .25C5) (10.2234)

BEST COPY AVAILABLE




47-=Consinuad

Whites
in 1850

Foderal  Frivate

lon-wnitas
~ in 1989
Federal Privata

Standard Error

tisnyer of Observations

C.0319 -0,2395
{0.2007) {-3.6337)

1.C6758 2.5083
2,253 20,544

-0.4722  ¢.3155
(-3.2333) - (4.2725)

3.2227  32.213]
0.0517 0.0708
1.0976  2.1152

667 5,885

®x_valuas in parenthesas.

<15
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(-0.1241) (20.4565)

<16

Tasin 2
Fult-Zcoale dage Cguations vor lialas
&ud Fomales fa 17798
1195 Famalas
R R IR N

Szl Variihie: g Telarlt o Trlvase Fularal 0 Ppedyads
Cons tant -0.50 -l .01 S0l Ee)
(=3.3:185)(-15.2212)  {1.7333) {-2.3737)

Tiscation 2.0363  0.3347 0.0520  0.0323
(3.1207) (§.2%4+3) {2.3262} (5.2337)

cengrienna C.0<70 0.75323 0.0237 ¢.0Z38
(8.8733) {0.5707) (2.7098) (£.52338)

SXpaience Squaced -0.0208  -0.000% - -0.0003  -0.0355
~7.4535) (=5.50%3} (-1.2825) (-5.9£23)
~0.2293  =0.7370 C.0528  -0.1535
(~4.2538) (-2.5315 (0.7525) (-2.8720)

Spouse Presant 0.2111 0.1923 -1.9231  -0.572%
(3.2413) (3.1502) (~4.5092) (-3.5131)

" Spouse Absant 0.0i25  0.2072 -1.8423  -0.867
(0.0775) (1.3527) (-3.3 266} (~4.2657)

0.2253  0.2353  -1.7052 -0.§514
(1.7426) (1.5463) (-3.7128) (-3.9359)

Divorsed, Separatad 0.2125  0.059%4 -1.56138  -0.4223
(1.8037) (C.2302) ({-3.5357) (-2.4432)

Urdan Resicence 0.1629 0.8538 C.2370 - 0.1725
(2.9552) (20.9195)  (1.6252) (3.5202)

Proraessionals C.2958 0.3335 0.3999 0.0730
(5.3377) (4.1259) (2.9925) (1.0325)

0.2798  (.74C5 -0.C510  -1,59%2
(3.6235) (-9.9205) (-0-2594}(-11.9597)

Crzitsman 0.67¢83  1.1295 0.0955  0.0757
(1.1864) (19.1609) (0.2134) (n.3531)

"Operatives "20;0127 1.2239 -0.7255  0.3379

(- l 9300) (5.2147)
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» :w:‘- 7 {)3- * | {. ”N =y .y "oy A \\ ‘
) ~00183T) (12.8038)  {-2.337%) {£.2852) s
Lal™ y L e T 2 | o . Y a
wEeR =l . 0‘:’2:\2\ -t .571,; "'Gm 7:37\ ‘
| ey vt 4 -y R * s . o - :
(-2.%127) (8.3133)  {-2.617%) (_7_05}33 |
0 Cj&:'“ﬂ _0‘1 355 "Q.C‘.: i

- o -~
(‘3.8’;’2} ("3\492! .

F ‘ 25.3184 135.2032 6.8633 22.0214
n2 0.1655  0.1045 0.0803 (.05 v
Stzrndard Error 0.8233 2.53856 1.3897 2.1247
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o
3
G
w
%
o

e of Observaticns - 1,840 17,260 1,080 9,769

a . .
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Service
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-0.4159  -0.6209
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ifan-whita Miles fan-Niitae Ferales
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LIS t‘snh. ‘0.\?:-::53 ‘] .8268 3- ' .Sv "'.' 2}55
(-0.7437) (-2.3308) (C.C242) (-3.3333)
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(2.3251) (3.1550) (1.755C) (2.7331)
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(-1.9856) (-5.1729) (-1.4572) (-1.8037)
Spouse Present 0.5038  0.0611 -1.2351  0.0717
(3.5258) (0.5C80) (-1.5003) (0.2515)
Sbouse Lbsent 0.4826  0.3E15 -1.8513  0.2334
(1.6705) (1.8095) ( 1.7637) (0.7530)
Widowad 0.33392 0.0336 -0.9873 -0.0353
(1.1075) (0.1472)  (-1.0923) (-0.1320)
Divarced, Sszoarated 0.433 ~-0.0773 -1.18%5 €.1533
\ (2.3388) (-0.1113) (-1.4563) (0. 5432)
Urban Residence -0.9235 0.7109 0.8435 -0.1502
(-0.2046) (8.7439) (1.5515) (-1.5005)
Proiassionals 0.25346 -0.0550 0.3150 0.¢301
(1.5572) (-0.2355) (0.6945) (5.3319)
Managers 0.6983 -2.3185 0.0972 -3.36%4
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(0.3776) (10.7667)  (-0.7095) (¢.2792)
Latorars _ =0.0547 1.1445 -1.4091 0.8534
={~0.4033) (10.7691) (-1.8242) (2.2331)
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Fuii-sczle Yage fquations oy Hhites and
Wan-YWhites ia 13570%
dnites vion=whitas
| 1372 () 1372 ()
Drcaavaat Yaslabier da ¥ Fodaral o Privata Facaral  Privata
Canstans -0.2973 -0.77% 0.2575  -0.7875
(-2.2941) (-7.3017) (-1.1051) (~4.8762)
lnantion i 0.053 0.0187 0.0427 0.0217
{3.8378} (7.5500) 12.31558) (2.1779)
Ennzriangs 0.0545 0.0137 0.031¢C 0.0152
(12.4374) (3.9833) (3.6468) (2.5223)
Eperiance Squarag -0.C30 -0.0005 - -0.0004 -0.0003
(-:.4417‘ (-8.6582) (-2.1584) (-2.5373)
Sex -0.3569 -0.1025 -C.2211  -0.18%5
(-8.5027) (-2.7610) (-2.38677) (-2.9585)
Szouse Prasant 0.0837 0.0553 0.3142 0.3748
(1.7277) (2.0153) (3.3453) (4.9197)
Spousa Axsant ~0.2596 0.0555 -0.1911 -0.0933
(-2.0059) (0.4379) (-0.8312) (-0.53933)
Widowad 0.7337 C.11¢&4 0.2922 0.23%5
(2.7 41) (1.2475) (1.5331) (1.9318)
Divorczd, Saparated -0.0104 0.1959 0.05583 0.1438
(-0.1308) (2.6138) (0.5118) (1.4073)
Urban Residance £.1639 0.5414 0.2583 0.2231
(3.7002) (15.2702) (1.9323) (3 8023)
Profassicnals 0.2473 0.0490 0.2640 0.6225
(5.4248) (0.8570) (2.3339) (4.3035)
Managars C.2777 0.0183 0.3359  -1.2525
(4.7235) (0.3084) (1.6264) (-5.1730)
Craftsmen 0.C035 0.6075 ~0.2232 0.4380
(0.0308) (11.6728) (-1.6318) (4.2737)
Operatives ~(.0784 0.6249n -0.0335 0.5503
“(~9, 694a) (12.7256)  (-0.2373 (7.0331)
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tquatioas for Malas and
Tes

in 1970¢

A M v o et ks v o

s Famales
1579 (M) 1979 (WC)
Danaali;t variadie: i Fedaral  Private Fiarail Private
Caascant -0.1537%  -0.845 -0.2340  -0.73:)
(-4.2:7) (-7.2521)  (~1.3052) (-5.5485)
Slucizian G.05833 6.0233 0.0297 0.6577
(10.8223) (3.5331) (2.3822) (7.0431)
Liparionce 0.0303  0.0089 0.0486  0.0238
(12.1231) (1.6627) (6.1665) (5.0524)
Experience Sguarad -0.0008  -0.0005 -O:OOQB; -0.0024
(-9.€301) (-6.4552) (-4.5716) (-5.3£33)
Raca -0.2079  -0.1772 -0.0825 -0.1530
(-5.1326) (-3.5280) (-1.1853) (-3.1821)
Spouse Prasent 0.4200  0.4291 . 0.0045  -0.0¢5)
. (8.2342) (7.6587) (0.0542) (-1.8035).
Spousa Absant 0.0512  0.2122 -0.4503  -0.1¢00
(0.4114) (1.4485)  (-2.1947) (-1.3713 3)
Wiconad 0.453] 0.2753 C.0530 0.0539
(3.3789) (1.8575) (0.3512) (-1.0735
Divorcad, Ssparated 6.2432 0.3923 -0.0372  -0.003%
(2.8593) (4.2234) (-0.7350) (-0.0520)
Urban Rasidence 0.0518  0.5559 0.4415  (©.2532
(1.2239) (14.4228) (4.5801)™ (5.4523)
°rofessionals 0.1214  0.2597] 0.3385  0.1079
(4.2578) (3.7139) (3.9125) (1.4556)
Managers 0.2390 0.2274 0.2284 -0.6118
(4.3045) (3.2751) (2.0275) (-5.4712)
Craftsmen -0.1024  0.7553 0.3392  £.1759
' (-1.9444) (13.2222) (0.9525) (1.1674
Operatives . -0.0231  0.8782 ~0.1210  0.2535
“(-0.3094) (14.5544)  (-0.4555) (.3534).
BEST COPY AAILABLE
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Malas Females
170 (0°0) | 1970 (uc)
Crraadant Variatiz: In ¥ Fodaral Peivala Fxdaral  Private
Laloars ~3.175% 3.7746 -0.035¢4¢C -0.27%5
(-1.535848) (8.7432) (-2.1828) {(=1.3757)
Sarvicn -5.1833 0.2i52 -C.3513 -C.3%1=
\=2.2358) (2.4742) (-~2.8523) (=5.E433)
Zavrooen -0.0635‘ ~0.0430
(-2.8530) (-3.22i8)
Ligaditicy -0.C%11  -0.1433 -0.7953 ~0.3933
(-1.4916) (-2.0973) (-4.9362) (-4.4816)
F €5.6430 55.4204 11.1693 22.3325
“? N ) .
R 0.2382 0.0502 0.0775 0.0326
: Standard Error 0.5558 2.3753 1.3587 2.0733
Mumbdar of Chservations 3,225 7,377 2,053 10,753
%t-valuas in parantheses,
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Fuii-3caie “lage Eguations for Wnite Males
2ad Fewalas in 1870%
vaita fales 'ﬁ!*e Feralas
1372 {6d) R ATV S

Sadwneawa Vaeadlar gp 4 Fenaral o Peivaia reEanat o Peivats

Tonstan -0.1388  -0.2327 ~0.5583  ~5.333:
(-5.77%14) (-6.3753)  {-0.2870) (5.1625)

uoation G071 0.0352 0.0333  0.9375
(11.7388)  (4.5308) . (1.5327) (6.5370)

Teoerience 0.C518  0.0055 0.0555%  ©.0277
(13.8783) (1.1737) (6.0855) ({5.5572)

Exserisnce Square -0.0010  -0.0005  -0.0010  -0.00%5
(-10.7597) (-5.8335) (-4.8356) (-6.4731)

Spruse Presant 0.3539  0.3426 -0.6115  -0.158533
(6.4398) (5.5117 (-0.1185) (-2.3712)

Srouse Absant c.1183  0.3193 -0 47 S° -C.1335
(0.8042) (1.7472) (-2.0395 } {-0.9274)

0.5234 0.1345 0.0388 -0.0sC1
(3.3442) (0.7318) (0.2245) (-0.8314)

cad, Sooaraied >C.7"¢° 0.2402 -(.C0%: €.0535
(2.1035) (3.3902) (-0.0391) (9. 5320)

Urtan Residence 0.0247 0.£0S5 0.3570  0.3509
(1.0738) (14.0733) (3.4293) ({5.5312)

© Pirefassianals 0.1247  0.19%4 0.3239 -0.0132

(3.9994) (2.5389) (3.3136) (~0.1722)
0.2175 0.2592 0.3336 -0.5193
(3.9746) (3.6348) (2.1155) (-~4.4331)

<26

Craftsmen -0.0292 ~  0.7930 0.3379  0.1420
(-0.0807) (12.5212)  (0.5661: (0.£82C)
Creratives -0.1097  0.9196 0.1840  0.2373 ~

' (-1.1388) (13.2159)  (0.3697} (4.1319)
Laborers . =0.38865 0.5355
"{-2.8}35) (5.1583)

Service -0.0390 0.0393 -0.8120  -0.3853

(-0.5379) (0.7357) (-2.1867) (-6.7177)

BEST COPY AVAILABLE
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dhimduai daze Tgnaties for Noa-lcite
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males ang Fornias ia 1970%
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Saa=rmiza Madas Van = 3Tta Furalas
TO0 L) 1879 O
SR lEos vactant o Friweal o Peivata Taiaeal Ppeieata
- W N -y
Cwid s LI OO SURY o B Tab 1LEE57  <1.1153
n - . R el v yn
(-0.3633,; {~$.2002)  {a2.03 V) (-=.3071)
. PR bECﬂ t.ejgg ~OQQ53? ‘038535 Q.LSQS
N -emy P - Anay ) » r ok I
(2.1847) {-0.0383) (2.0122) 12.5818)
Sxnariancs {.0239 0.016% 0.0372 ¢.0181
, : b il g
\2.3797)  (2.0455) (2.3518) (1.7037)

Widcwed

Divorcad, Sizarated
Urdan Residenca W
Professiorais
ianagars

Crafismen
Cperativas

Laborzrs

(5.1430)

0.3235  (,2]9%
(1.7527) (2.8381)

N}

7
453 0.2605
376)  (3.1536)

G.55¢5
(2.5963)

6.2115
(1.5773)

0.4243 -9093
(1.8133) (-3.6330)

-0.2708  0.6737
(-2.1350) "(5.0305)

0.C257  0.8597
(2.1859) (7.1318)

-0.1557 0.9032
"{=1.8274)  (6.8212)

ra

-0.1323  ~0.1130
(-0. 7018) (-0.7¢40)

0.6315  0.0705
{2.8451) (0.7657)

0.3531  0.8833
(1.8565) (¢.2592)

0.1320 -1.5935
(0.3830) (-4.2539)

0.28 3 0.4150
10.5129) (1.1979)

-0.3069 .35+8
(-0.8338) (3.2207)
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nunber ¢f Obsarvations

-0.4250
("3.] .35)

15,0134
0.0517

2.0270
3,199

; he
F2U8ral Privata
-0.3175 -3.1135
{17857 (-1.3118)
(0.4633) (-3.5+54)

~0.6517  -0.3328
(-2.4312) (-2.4322)

3.4152  5.5385
0.0510 0.0237
1.4370  2.0552

675 2,534

a L)
t-values in parenthases.
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Curtain oFf fawde Jditferenvials increase §n :530iuta vajua:

mailes in 1533 which fner2ases from -0.0237 4n 4he persanal
characteristics equation to -0.1373 4in the Tull-scale Gyl -

ticn,  The change in the sex dirfereatizl for private sector
whites is furthar from expectation: it changes from 2n in-
significaat 02,0157 to a highly significant 0.1878.

The same criticism applies to usa of these occupational
variables in the wage rate equations as in the earnings
equations. The changes in the patterns of the estimatad
coefficients in Fhe full-scale equations emshasize tha
shortcomings of the occupatinonal variables and that the
personal characteristics equations are the most meanin gful

vor the purpeses of this study.

Personal Characteristics Eguations for Yhite Femaleas

The significance of tha differences between the esti-
ated coefficients for Federal and private sector white
femalas is examined in relation to the estimated wage rate
differential. Unlike the earnings and wage rate diffaren-
tials of every other race-sex group, the viage rate dif
farantial for white Temales increasaed sligh:ly betwean 1960
and)1970‘from-0.834 io 0.342. When these di frerentials are

-

decoiiposed using the Fede?hT’regresston vieights, the pﬂo-‘
&

partion considerasd an economic rent increases .from 67 per

-
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1232 yeass diffarential $s dmeo sosed using the privaste

> : s . LN u e 0
PeieoACeoruIng L8 othe waye rate shrusture estimated far
; 2 it ko ,on ~ = ~a] warkaery *
these Toothe private sactiny, the Federal workers woujéd re-

caiye higner waga rates than they do at present. This im-
Flies thav thezre is discrimination (in the usual meaning of
the term) 14 wage rates against white females in the Federal
sector bué that this is offset by their superior productive
cilaractaristics. This result is extreme and reflects the
fact that the negative effects of the marital status vari-
ables (all variables excep® the spous2 absent variable) and 1
the BABYB varfable ara sigrnificantly smallar in the private
sector. Thes2 same variables have significently smaller

effects in tn

(1]

private sector in the earnings equations but

the diffe; betvizan the estimated coefficients of the

-f

‘enc

©

spous2 absent variable is much larger in the vage rate equa-
tion. Since the true estimate of the components of the gross
differential probably falls batween the estimates made viith

L

the Federal and private 5egres§ion weights, it is reasonable
to assume that the portion of the differential which remains
betwaen comparable workers is smaller than that estimatad
with Fed ral ragression weigihts but is not negative.

An examination of the mean number of weeks worked by
whiée females in both years confirms that thay enjoy greatar

stability of emploympnt vithin Lha yoar in the Federal sac-
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o, In 1072 Lo maan values are 47.501 weaks in the

Fezaradl sector and 22,083 veeks in the privete s=ctor. Ip

1273 the values are 45,883 vaeks: in the.Feﬁarai s2ctor and
55.357 weals in the orivate sector, Th; tfact that a dif-
Tarential in wage rates exists between Federal and private
fector wialtoe Yemales and that sepa portion ¢f it remains

J2iwean comparable uorkers suggests that the observed earn-
ings difterantial cannot be attribﬁted primarily to dif-
Terancss in non-pecuniary bensafits, This indicates that the
Comparahility Doctr{ne has not bsen successful in establish-

ing equal basic rates of pay or equal earnings for workers

of comparable productivity. The changes in the nunber of

weaks workad in the two sectors between 1960 and 1970 also
provide an expianation for the increase in the wage rate
difierential when the earnings differential for white
females decreased over this period. Although weeks workad
are iarger in the Foceral sector in both years, the dif-
ference from waaks worked in the private sector is much
smaller ¥n, 1870, Furthermore, weeks worked in the Federal
sector decreased betwesen 1960 and 1970. ‘This indicates that
the slight increase in basic rate of pay during this period
was oifset by the decrease in both the absolute and relative
number of weeks worked in the Federal sector so that the
earnings differential decreased while the vage rate dif-

ferent{al increased,

S )
Suiimary and Conclusions

Federal workers as a whole and in every race-sex group
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Eials (amenl %nat for whito cemains) dacpeazssd boatgaan 1850

Terances in g¢2naral economic ccnd1t1ows orub=o1y account Tor

largest wa2ge rate differential in both years is for wh

o
=iy

ta
males (1.50G7 in Togs in 1952 and 1.205 in Togs in 197Q)

while the smallast in 1950 is vortwnite femalaes (0.834 in
Togs) and in 1970 is for non-white males (0.780 in logs).

lore than half ¢f all the differentials (except that for

shite females in 13560) remains beiwaen comparable workers

end this s considared an e2conomic rent naid to Faderal

"
H

ingse rasults indicate that the Comparability

*
WOrKers

Coctrine has been unsuccessful in estadlishing eitier 2quaj
earnings or equal pay rates for workers of comparable -
productivity. Fedaral wvorkers apparently have no need ¢° a
cerparability policy to improve thoir nosition in ejther
pecuniary or non-pecuniary matters. The policy has,

instead, helpe: th2m to maintain their suparior position,
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2Victcr P. Fuchs has nsted that while thnis Lraoce&yre
viTae othe nurkay 0f fours S o single week of 2 2ivfarant
Jees o estirate the hourly Wage rate might rosuls 9. large
2% For 2 siagie iadividual, such errors ar2 priabably
asseal from darge §72405: Jor further commants on this
Foenve s nis Bifrersatials in Hourly faraings tv Pazign
S bty Sives (ST Lccasional Paper 107 (HzW Tor%
CETIOARG Lurzau oF Egonontc Qesearch, Dist. by Cslumsia
aivaveily Peaess, 1387), p. 4.

)

“Toa Thow test for rhasa equaticns indicetes that +4a
venz onivesturss in Fedaral and grivats sectors are Signif-
1cantly difforent.

"

SBecaus2 thesz2 means are computed Trom the natural
tegarithns of wage rates, thay are geometric means:

n
4 =exp z (In W )/n,.
i=] 1

~

4The estimated sex differential Fo- private sector
workers is upsxpected {%he positive value o7 0.1458 is
significant at the 5 per cent level). This type of rasylt
enphasizes the snortcomings of the occupational variables
which chang2 the pattern of the coafficients of the personal
characteristics variables in an oftan unpredictable way.

SThe estinated compenents of the differential for
1

vaite females in 250 on the basis of he private recrassion
weights in the perscnal characteristics equations depart
fronm this pattern and will be considered in detail below.

\\‘,.n ——
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CHAPTE2 VII
COMCLUSICNS AND POLICY INPLICATIONS

The analysses of earnings and wage rate differentials
between Federal government and private sector vorkers for
TEE0 and 1970 have indicated certain clear patterns in the
detarminants of 2arnings and wage rates in the two sectors
and in tha compenents of the estimated differentials. Fronm
these analyses conclusions viere drawn with respect to the
comparability of Federal and private workers in the two
years and the apslication of the Compargbi1ity Doctrine dur-
ing that period. Policy implications for the Federal pay
systems may be drawn ‘rom these results.

Befora exaﬁining these policy implications, a brief
review of the findings of this thesis is valuable. In
addition, consideration is given tc the source of the ob-
served economic rent paid to Federal workers in both wage

rates and earnings. This, too, has implications for Federal

Pay policy.

Review of the Results

During the 1960's, detailed reforms were made in tha
Federal pay systems.in order to achieve the goal of equal
pay for comparable workers in the Federal government and
the private sector. The policymakers maintained that these
reformswwere needad in the early 1969's to bring the under-
paid Federal workers to camparability with their countep-

parts in the private sector. Ful] comparability was to have

=35
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220n2Ea the two sectors by 1370. fiowaver,
this is an exgiasive palicy with imsovriant implications for
tals countey's wasocwar neads and uses whien requires ra-

: . - LK NV B T - e p o Wy 1 . A Je o - - -
SVIUTCIon C3ln HIth resyect o its original rationale and

$ o g N p A [ T T oy p [T 3 2 P 4 K P " 4 P
1vd SwLlgnuany CLDirnation., fhis thasis has at’.enpted =N

o

h

An advantage allegedly asscciated with employment by
tine Federal governnent is t

he existencs of greater non-
pecuniary benefits thare than in the private sector. These
benefits inciude differences in the stability of employment,
nours workad, and intensity of work effort. Therefore, in
oraar to examina the comparability of Federal and Private
sector workers, soms considaration must ba given to diffar-
ences in thesa non-pecuniary beneffts. . For tiis purpose,
botn earniigs and wage rates in the tuo sectors are comnarad,
Earninrgs are thoughtto reflact certain of these non-pecuniary
beratfits (stability of employment within the year measurad

in difiarences in weaks worked) while wage ratas do not.
Consequently, 3 comparison of wage rates in the two sectors
enables a determination of the comparability of pay of
Federal and private ssctor workers without accounting for
this particular non-pecuniary difference whila a comparison
of earnings in the two sactors permits a similar determin-
ation with such an allowance. Using Caxaca's technique for

~
e

decomposing differantials, each of thesa comparisons is
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Sex groeups in each ssctor. This does not indicate that

tie earnings of every Fedaral worker are graacer than those

07 his or har counterpart in the private sector. Tnes2 ra-

sults Pertain to the averages 9Ff the natural logarithns of
aarnings and wage rates of similar aroups in tne two
sectors. In most Eases thesa gross differaatials are
larger in 1550 than in 7570. The raiative size of the pe
differentials (that portion of the aiffarantiz] waich re-
mains batween comparable workers) varies according tc sex.
For.both whites and non-wnites, the proporcica of both

the earnings and wage rate ditferentials which is attpri-
butable to economic rent paid to Federal workers is larger
1n 1870 than in 1960 for females but is larger in 1950
than in 1970 for males.] This probably reflacts differ-
ences in genreral economic conditions in the two years and
difverencas in the impact of inflation on males and femaias
in the two sectors duriqg the latter part of the 1950's.

T Y e ?

In both y2ars the largest gross and net earnings and
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bige vatd di“Yereatials {in absolyte size) appear for white
males. In 1960, he smallast gross and net earnings and
Y282 ratz divierentials are for whita females while in 1370
the siallest gross and pat garnings difrerentials ape for
Asa-wintita males. The smailest gross wage rate differantial
in 15970 is aiso Top non-whita males but the smallest noat
c¢ivferantial cccurs for females. ‘“hen the gross diffepr-
entials are'decanpcsed into a part Sttiributable to diffap-
&nc2s in productive characteristics batween the two types

of workers and the residual considerad an economic rent,

the largest pPrepertion of most of thase differentials
consists of this economic rent: in most cases the economic
rent is more than 70 Per cent of tha total differential.
That this is the case for both earnings and wage rate differ-
entials indicates that higher earnings in the Federal sector

are rnot solely due to greater stability of emplioyment

wde

n
the Faderal government.

Perusal of the earnings and wage rate equations esti;
mated for both years reveals certain patterns which con-
tribute to the observed econcmic rent in earnings and wage
rates paid to Federal workers. In the personal character-
istics equations, the estimated rates of return to educa-~
tion and experience? are higher for Federal than Tor
private sector workers in nearly every race-sex group.3
These personal characteristics equations are the prefarred
equations for examining the comparability of Federal and

private workers both becaﬁﬁé‘éf fhe basic policy goal of
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the Conmperadility Doctrine and bacaus2? the m2aning o7 the
occupational variables is guestionable.

Dummy variebles for race and sex are inciuded when
possible to compare the effects of thase typas of discrin-
ination in the Fedaral governmant and the private sactor.
Assuming that the other personal characteristics variazbles
coentrol for diferences in productivity batween the
races and saexas, these results indicate that non-white
females lcse lass in terms of earnings in 1950 and waga2
rates in both years from discrimination in the Federal

government than in the private sector. Non-white males

and white females lose less from discrimination in the

private sactor. 1In 1970, however, discrimination in terms
of earnings appears greater in the private sactor excapt
for racial discrimination against males which is stronger

in the Federal government.

Source of the Economic Rent

The estigated differentials indicate that all Federal
workers, no matter what their race or sax, receive an
economic rent both in wage rates and in earnings; buf they
¢o not explain the'source of this economic rant. fhe ex-
planation for this can be found in the institutional set-
up of Federal employment. It was noted in Chapter III that
the proponents of the Comparability Doctrine have treated
government as &2 restrictive force which sets up non-compet-
ing groups to the disad&SH?SEé of Federal workers. t is

true that if government is not a restrictive force, there
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C1nyg process to o assure egya) Pay TOr cemparable workars

23Ul through tre privata wara-setting orccess and quaiity

seciors end Foderal wages vave less than those Tor con-
parable private workers, Fadesral workers vould leave
goverama2at amployment for the privata szctor. Privata
amploymant weuld rise and wages would Fali until wages
werae equal in the two sectors or the Guality of ?ederai
workars fell. ;.fi\‘]te‘r"nat’1‘v.e1‘_v,~ if Federal wages were highar
than private sactor, private workers would enter Federal
govorament emp]oyment; Private employmant would fall and

wagas rise until wages in tha two sectors were equal or

ot
-

quaiity adjustad accordingly. Howaver, the findings of
this thesis have indicated that goverament is a rastrictive
Terce which sets up non- competing groups that lead tg a
persistent pay differential in favor of Fedzral workers.
The Fedaral government acts as a rastrictive forca
vhich results in non-compeating groups fhrough its system
of career employees. Over S1 per cent of al] Federal |
enployee posn*zons are in the career sarvica, which con-
sists of those positions regulated by the United States
Civil Service Commission or merit systems administered
by other Fedaral agencies. Career employees are selacted
thirough "open competitiqg.“4 However, ance an individual

g™ gy 2 ”

attains career status, which occurs after completing cartain
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pariods of zarvice, he enjoys many advantagas over those

who have nat attained this status. Thase include: ha

car move within and between ajencies without competitive
exanination to a job for which he qualifies; he is re-
tained during a reduction of the Fedaral work force in

preverance to comparable Fecderal workers wno- have not

-

attained career status; ty law, he is protected from:

erditrary renoval; and he may re-enter Federa) employ-

ment without competitiva examination.s It is through this

policy that Federal carzer employees, who constitute the

majority of all Federal employees, form a non-competing

group: a private worker who wishes to enter Federal
government emp}oyment\and enjoy the higher pay there can-
not compete with a Federal career employee of comparable
productive characteristics because the career employee is
given preference over him in ail job selections and lay-
of ¥s. This private worker can compete with the‘career
employees on an equal basis only when he has been in Federal
enployment for a sufficient time to achieve career status
also. This implies that thers will always be an excass
supply of applicants for Federal employment. The Federal
career service po]fcy, then, ic the basic cause of tha
Federal-private differential which may be expected to

persist as long as this employment policy 1s maintained.

L]

Policy Recommandations

The results of this thesis indicate that in 1950

federal workers warae 1n @ superfor position to comparabie
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vantaga.t  Tais Tipiies that the Comparability Doctrine,
waich was dasigred to provide guidance Yor satting Fed-
inplemanted

erat wags levais, was concaivad in errsr
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inoerver.  The nolicy eof comparisons of wa

92 ra

L]

darived fron collective bargaining end is ene which Tra-

quantly is usad in waga determination. Howaver, if one
deérches, it i35 alwvays possjble to maXa a comparison which
15 favorable to 2 wage increase. It was notad in Chaptar
II that the Ganaral Accounting Office, in its study of the
comparadiiity process, found tha comparisons of jobs at
GS-5, GS-7, GS-9, and GS-15 to be of this type. At each
of thesa ]ava]s, the "PATC" survey covered a larger pro-
portion of the higher paying jobs in the private secter
then araz feound at this level in the Federal government.’
Such comparisons can inflate the entire Federal wage scalea.
It is recognized that the Faderal pay system is enop-
mously complex. It covers diverse jobs located through-
out the United States and abroad. Consequently, soma
structure is necaessary to coordinate these pay relaticn-
ships. This structure must define internally cohesiva
relationships with allowance for equity considerations
among Federal employeses. However, the precise ways in
which the structure should account for thesa points are
beyond the scope of this thesis and will not be considared.
Many external forces also impinge on this structure.

These include fiscal policy, collective bargaining prac-
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tices, and changes in the cost of living, as wall as Com-
parisons with private sector pay rates. Tha Comparability
Doctrire, which accounts for this Tast external rerce cited,
-~ has been astimated tc cost 3420 million a year for a cne
per cant incrzase in pay.3 Yith expanses such as these to
implement this one policy, *he additional expensa necessary
to obtain an accurate estimate of the number cf applicants
at each Federal job level appears justified in considering
Federal pay raises both as a check on the implications of
the comparisons with private sector jobs and to account
for the influence of other narket forces on the Federal
pay structure.

Hithout reforms in pay policy such as these, the
Federal-private differentials in earnings, wage rates, and

total compensation may be exﬁacted to persist in the future.
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Fontnntes
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Yais pattern is consistant for 2 single estimate of
aconomic rent for each race-sex groun formed by averag-
the two astimates made on the basis of the Federa] and
nrivate regression veights. The pattern also~holds
ROst of these individya)l estimates.
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This conclusion is under the assumption that botn
i and private sector workers initially devote the
gorion of time to on-the-job training. If the

b1

™

T raturn 10 2xperience is assumed equal in both
rs, the estimatad experience coafficients imply a
r proportion of time devoted to on-tha-job train-
the Federal sector,
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“Tne exceptions to this generalization are: non-white
females in 1550 and white females in 1970 whose estimated
rates of return to education are higher in the privata
sector in the personal characteristics earnings regressions;
and ron-white males in 1950 whose estimated rate of return
to education is higher in the private sector in the person-
al characteristics wage rate regression.

4CSC, Federa! Career Service.

SIbid.

7Comptr011er General, Survey of MNon-Fedsral Salaries,
PP. 15-22, )

81bid., p. 1. o
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Appendix A

ifeans of the Variables

Heans Fegeral | brfeite  Fodaenl T piomels
Constant 1.000 1.000 1.000 1.G00
Education 15.126 13.060 13.9380 12.271
Experience 20.168 21,447 2G.588 22.498
Experience Squared 577.021 695,282 614.786  743.3475

- Race 0.232 0,220 0,336 T 0.220
Sex 0.382 0.408 (__0.447 0.390
Spouse Present 0.704 0.630 0.6E7 C.678
Spouse Absent 0.016 0.020 0.022 0.020
Widowed 0.028 0.076 0.036 0.047
Divorced, Separated 0.075 0.078 0.090 0.083
Urban Residence 0.862 0.676 0.855 0.655
Professionals 0.310 0.162 0.000 0.000
Managers 0.117 0.079 0.144 0.095
Sales 0.002 0.068 0.005 0.089
_ Craftsmen 0.065 0.146 0.122 0.178
. Operatives 0.023 0.172 0.054 . 0.215
Laborers 0.017 0.048 0.033 0.057
Service - 0.037 0.106 0.082 0.110
Disability 0.053 0.066 0.058 0.07

InE - £.902 7.759 8.628 7.646
Earnings $7,346.65 $2,342.56 $5,585.89 §;1092.26

_ S *
Tn U 1.366 0.407 1.132 0.281
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Appendix A--Cantinued

1970 (Iiipus) Non-Professionals
Means Fecderal Private Federal Private
Wage Rate $3.92 $1.50 $3.10 $1.32
Hours Yorked an.,757 40,170 £0.519 £Q,458
Weaks Worked 48,719 £5.148 47 .912 45,357
\
|
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Appandix A--Cantinued

1960 1870 {uc)
Means Federal Private Federai Privata
Constant 1.0G0 1.000 1.006 1.000
Education 14,529 11.827 14.881 12.782
Experience 21.304 23.548 20.247 21.873

Experience Squared 613.585 779.432 588.715 716.379

Raca 0.223  0.223 0.268  0.204
Sex 0.370 0.337 0.382 0.332“‘N
Spouse Preasent MwWwmd:?bf“_"-maféﬁéwmmmha;689 o 0;654
Spouse Absent 0.017 0.024 0.020 0.020
Widowed 0.035 0.047 0.033 0.046
Divorced, Separated 0.075 0.065 0.077  0.079
Urban Residence 0.824 0.€43 0.858 0.657
Professionals 0.241 0.111 0.304  0.115
Managers 0.072 0.078 0.100 0.084
Sales ~ 0.009 0.070 0.004 0.079
Crattsmen 0.092 0.142 0.085 0.157
Operatives 0.039 0.181 0.038 0.19
Laborers ‘ 0.028 0.059 0.023 0.051
Service 0.050 0.081 0.057 0.098
Disability | ~0.054  0.068
In E 8.372 6.993 8.816 7.874
Earnings $4,324.27 $1,088.98 $6,741.25 $2,151.587
Inw ~ . 0.8326  -0.378 1.302 0.304

Wage Rate . $2.23  $ .69 $3.68 $1.36

~.
\-..,4 L g
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Appendix A--Continued

1960 1970 (uC)

“eans Federal Private Federal Private
Eours Yorked 41,382 £2.024% 40.601 40,566
Yeaks Yorked 48,592 44,563 48,290 85.455

S
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Appendix A--Continued

Whites in 1960 Non-"Uhites $n 1950

Means Federal Privata Federal  Private
Constant 1.000 1.000 1.000 1.000
Education 14,9982 12.402 12.943 10.133
Experience 21.473 23.242 20.735  21.618
Experience Squarad 624,442 762.559 576.930 833.334
Sex ; 0.375 0.330 0.351 0.4905
Spouse Present 0.707 0.732 0.679 0.572
Spouse Absent . 0.015 0.018 0.025 0.042
Widowed 0.035 0.043 0.040 0.063
Divorced, Separated 0.060 0.048 0.126 0.123
Urban Residence 0.848 0.623 0.921 0.714
Professionals 0.292 0.128 0.067 0.050
Managers 0.090 0.097. 0.010  o0.01
Craftsmen 0.098 0.165 0.072 0.064
Operatives 0.020 0.179 0.100 0.188
Laborers 0.004 0.035 0.108 0.143
Service 0.023 0.055 0.142 0.175
In E . 8.468 7.074 8.050 6.709
Earnings $4,759.98 $1,180.86 $3,133.79 $819.75

In W 0.908 -0.351 0.548 -0.471
Wage Rate $2.48 $ .70 $1.73 $ .62

Hours Worked 41.661 43.033 40.468 38.500
Heeks Vorked 48.790 45.133 47.924 42.123
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Adpendix A--Continued

Males in 19560
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Females fin 19580

BEST COPY AVAILABLE

Means Federal Private Federal Private
Constant 1.000 1.000 - 1.000 1.000
Educaticn 14,637 11.59%5 14.327 12.464
Experience 21.625 24.199 20.757 22,323
txperience Squarad 617.607 812.187 606.744 717.772
Pace ‘0.235 0.203 0.217 0.260
Spouse Present 6.826 0.769 0.488 0.559
Spouse Absent 0.017 0.020 0.018 0.030
Widowad 0.0m 0.020 0.080 0.099
Divorced, Separated 0.037 0.040 0.139 0.1
Urban Residence 0.846 0.613 0.895 0.700
Professionals 0.307 0.096 0.139 0.139
Managers 0.093 0.103 0.035 0.030
Craftsmen 0.140 0.212 0.009 0.012
Operatives 0.053 0.197 0.014 0.152
Laborers 0.042 0.087 0.004 0.006
Service 0.058 0.053 0.037 0.135
Babyborn 4.565 4.116
In E 8.604 7.106 7.976 6.780
Earnings $5,453.43 $1,219.26 $2,910.27 $880.07
Tn W 1.010 -0.394 0.513 -0.337

. Wage Rate $2.75 $ .67 $1.67 $.n
Hours Worked 42.221 44.648 39.970 37.084
Weeks Worked 49.405 45,986 47.206 41.596

~—— .



Wnite Males in 19590 VWhitz Famales in 1950

Nedns Faderal  Private Federal Private
Constant 1.0090 1.CC2 1.000 1.60

tducation 15.317 12.175 134.453 12,983
Experience 21.623 23.897 21.222 21.91¢
Lxparianca Squared 615,348 763,218 §22.682 740,211
Stouse Present . C.848 ¢.803 0.4756 0.%37
Spause Absent 0.01¢4 0.014 9.015 0.025
Widowed 0.009 0.017 - 0.078 0.096
Divorced, Separated 0.022 0.029 0.123 0.03¢
Urban Residence 0.831 0.595% 6.8745 0.578
Professionals €.370 0.112 C.164 0.159
Hanagers 0.119 C.128 0.043 0.038
Ci-raftsman 0.154 0.240 0.005 c.014
Onaratives 0.03} 0.789 0.002 0.161
Laborars n.0036 0.C51 6.C00"% 0.003
Sarvice 0.035 5.021 N.0602 6.102
Babybern 4.882 &.080
1o E 8.726 7.155 8.037 6.901
Earnings $5,181.04 $1,285.62 - 53,093.32 $993.27

1n Y 1.118 -0.359 0.560 -0.274
Vage Rage $3.06 $ .58 . $1.75 $ .76

tours Yorked 42.648 45,891 40.020  37.8%%
Weeks Worked 49,555 = 46.657 47.581  42.043
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Hales in Teso remﬁ?E;“?lt$gso
Means Federal Private Federal Private
Censtant 1.000 1.000 1.000 1.000
Education 12.471 9.552 13.816 10.986
Experience 21.630 25,389 19.077 23.436
Experience Squared 511.298 386.444 513.333 767.439
Srouse Present 0.7560 0.637 0.530 0.477
Spouse Absent 0.025 0.044 0.026 - 0.045
Widowed 0.016  0.033 0.085  0.107
Divorced, Separated 0,088 0.083 £ 0.197 0.182
Urban Residence 0.85¢ 0.682 0.966 0.761
Professionals 0.079 0.030 0.047 0.080
Managers 0.012 0.015 0.009 0.006
Cra%tsmen 0.097 0.103 0.026 0.G07
Operatives 0.125 0.230 0.056 0.127
Laborers 0.157 0.232 c.017 0.013
Service 0.132 0.139 0.162 0.229
Babyborn 3.419 4.218
In E 8.209 6.895 7.755 6.436
Earnings $3,673.87  $987.33  $2,333.21  $623.91
Tn Y 0.659 -0.414 0.332 ~0.553
Wage Rate $1.93 $ .66 $1.41 $ .58
Hours Worked 40.832 40.939 39.793 34.922
Weeks Yorked 48.888  43.349 46.139  40.323
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Anpendix A-~-Continuad

hices non-linites
in 1270 (46) in 13970 (uC)
Maans redaral Private Federal Privata
Constant 1.000 1.4u0 1.000 1.000
cducaticn 15.344 13.149 13.8716 11.251
tinzrience 2G.7358 21.5%1 " 13.745 22.573
Exgarience squarad 697.514 838,702 §37.020 785.471
Sax C.351 0.337 0.4868 0.442
Spous2 Prasent 0.725 0.717 0.592 €.557
Spousa Absent 0.018 0.017 0.025 0.031
Widowed 6.029 0.040 0.042  0.065
Diverced, Separated 0.051 ¢.065 0.722 0.132
Urban Raesidence 0.832 0.6590 0.929 G.7386
Professionals 0.358 0.733. 0.127 0.043
Managers 0.126 0.101 0.029 0.020
Crattsmen C.085 0.170 0.0%6 0.108
Operatives 0.025 0.173 0.073 0.259
Laborers 0.010 0.035 0.059 0.103
Service 0.023 0.072 0.136 0.196
~ Disability 0.053 0.066 0.059 0.075
In E 8.965 7.745 8.408 7.399
Earnings $7,824.38 $2,309.99 54,482.79 $1,634.35
In W 1.431 6.350 _ 0.947 0.125
llage Rage §4.18 $1.42 52.58 $1.33
* Hours Worked 40.795 41.135 40.071 38.146
Weeks Worked 48.660— —45.715 47.251  44.439
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Fppendix A--Continyed

Males \ Famales

Means Feggr;?70 ggggate Feggr;$7OPé?53te
Constant 1.000 1.000 1.000 1.000
Education 15,11 12.679 14.511  12.896
fxperiance 21.595 22.486 18.063 20.883
Experience Squared 829.282 740.191 523.176 677,935
Race 0.230 0.184 0.328 0.235
Spouse Present 0.801 0.751 0.509 0.576 .
Spouse Absent 0.017 0.017 0.024 0.024
Widowed 0.014 0.018 0.062 0.091.
Divorced, Separated 0.342 0.055 0.134 0.119
Urban Residence 0.841 0.642 0.886 0.708
Professionals ©0.376 0.125 0.186  0.098
Managers 0.133 0.715 0.047 0.035
Craftsmen c.134 0.243 0.0067 0.019
Operatives 0.053 01202 0.014 0.173
Laborers 0.035 0.0675 0.003 0.012
Service 0.057 0.060 0.056 0.159
Babyborn 1.317 1.780 °
Disability 0.066 0.076 0.036 0.054
In E 9.093 7.929 8.367 7.263
Earnings $8,892.82 $2,776.65 $4,302.71%1,426.53

In ¥ 1.510 0.409 0.966  0.135
Wage Rate $4.53 $1.51 $2.63  $1.15
Hours Worked 41.714 43.451 38.803 35.907_
Weeks Worked ~ 49.347  47.294 46.582  42.485
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ropendix A--Continuad

Mhite Males White Females
in 1970 (uC) in 1970 (i)
Heans Federal Private Fedaral Private
Constant 1.000 1.000 1.000 1.000
~Education 15.622 13.061 14.709 13.248
Experience 21.623 22.250 19.265 20.457
Experience Squared 622.379 723.5338 580.292 655.910
C e, Spouse Present 0.832 0.780 0.528 0.608
Spouse Absent 0.013 0.014 0.027  0.02]
Widowed 0.011 0.015 0.062 0.084
Divorced, Separated 0.034 0.044 0.112 0.103
Urban Rasidence 0.818 0.625 0.859 0.693
Professionals 0.447 0.144 0.223 0.114
Managers 0.163 0.135 0.057 0.042
Craftsmen 0.129  0.257 0.004  0.021
Operatives 0.035 0.180 0.007 0.]62‘
Laborers - 0.014 0.051 0.001 0.010
Service 0.034 0.080 0.017 .0.128
Babyborn 1.116 1.619
Disability 0.054 0.077 | 0.033 0.047
In E 9.242 7.977 8.452 7.345
Earnings §10,321.66 $2,913.18 $4,684.43%1,548.43
n W 1.640  0.435  ° 1.046  0.208
Wage Rate $5.16 $1.55 $2.85 $1.23
Hours Worked 41.802 44,181 . 33.743  36.023
Weeks Worked 49.635  47.490 46.883  42.657
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Aopendix A--Continued

Non-Yhite Males Non-White Females
in 1970 (4cC) in 1970 (ucC)
Means Fedaral Private recderal Private
Constant 1.000 1.000 1.000 1.000
Education 13.183 10.852 14.107 11.754
Exnariance 21.503 23.533 15.6168 22.666
Experience Squared 652,341 813.997 405.153 749,450
Spouse Present 0.692 0.625 0.471 0.472 .
Spouse Absent 0.031— 0.031. 0.018  0.032
Widowed 0.023 0.029 0.062 0.112
Divorcad, Separated 0.072 0.102 0.179 0.170
Urban Residence 0.918 0.718 0.941 0.758
Professionals 0.147 0.039 0.111  0.048
Managers 0.033 0.025 0.025 0.073
Craftsmen 0.149 0.182 0.015  0.015
Operatives 0.112 0.299 0.028 0.209
Laborers 0.104 0.178 0.007 0.019
Service 0.134 0.146 0.138 0.258
Babyborn 1.729 2.302
Disability 0.072  0.075 0.044  0.075
In E 8.596 7.717 8.194 6.997
Earnings i 55,405.68 $2,246.21 $3,619.1751,0383.35
In W 1.075 0.295 0.802 -0.089
Wage Rate $2.93 $1.34 $2,23 $ .52

Hours Worked 41.088 40.218 38.916 35.530
Weeks Worked 48.384 — 46.426 45.964  41.930
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