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"

Since the mid-1930s, the Social Science Researcﬁ Council has
scught to support the development of *he social and behavioral

-sciences through dissertation fellowships prograngs. Such pro-

grams contribute toward building (and eventually replenishing) a
body of trained personnel, many of whom—long after the pe-

riod of their fellowship—continue to work in and develop the ’

. field in which their dissertation was written. .

- Since 1980, the Council has administered a dissertation fellow-
ship program in the field of employment and training. Formerly
administered by the National Council on Employment Policy and
+prior to that by the Employment and Training Administration of

“the U.S. Department of Labor; the program.has awaided more
- than -600 fellowships to graduate students in departments of
anthropology, business, economics, industrial‘\.relations. political

science, psychology, sociology, and others. In so doing, the pro-
gram has contributed toward the understanding of such issues as
the effectiveness of employment and training programs; the
special employment and training needs of dislocated workers,
unemployed black youth, and disadvantaged immigrants; and
the dynamics of labor markets nore generally. .

The return on such an investment in young scholars, as well as
in their research, is often difficult to measure. Although jimpor-
tant, the benefity are often subtle and indirect, and the specific
results of their tesearch may not always come to the attention of
those with responsibilities for administering and thinking about
the employment andj training policies of the United States.
Moreover, barriers to interdisciplinary discourse are frequently
made all the more difficult to scale by the tendency of scholars to

<
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FOREWORD : ‘

. . .
write in the magic codes that only their immediate peers can
decipher.

In order to facilitate the transfer of the knowledge generated
by dissertation research recently supported by this program, the
\Council commissioned Peter S. Barth, an economist at the Uni-
versity of Connecticut, to summarize’(and occasionally translate)
20 of these dissertations and to make their findings accessible to
individuals who may_lack-advanced technical training,” or who
may be uncomfortable with the particular disciplinary language
in which many of them were written. Mr. Barth has admirably
completed this assignment and proyides in this book ample tes-
timony to the impdrtance and quality of th&dissertation research

in the field of employment and trammg supported by this pro-

grdm »
. RoBERT W. PEARSON
2 s Social Science Research Council
., . .
: Y
R ]
¢
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Introduction |

The development of major employment and training pro- ' . _
grams in the 1960s necessgrlly carried with it a{wed to under- @ -
.~ stand the environment in which such programs existed. Ques- ' -
tions abounded about the potential program users, employer -
needs, regional issues, program delivery ‘methods, labor union *
rofes, the iabor market, and so on. Although only a few of the more . -
obvious questions rc.ould even be articulated at that time, two
things were quite apparent. First, the loosely defined area “of
(then-called) rnanpower had little research on which to build. -
Second, very few researchers were actively engaged in such
work. The doctoral dissertation grant program was msututec& S
within the Manpower Administration as one of the means to . -
overcome -both obstacles. Its \principal goal was: to stimulate
interest in employment and training research among young
/* scholars. Aside from any immediate benefits from the resear(l:/h
itself, the project hoped to channel these persens into a con-
tinuing research commitment to the emplgoyment and traming
field. The goals of the program remained 1n$t until the pr_o/gram '
-was terminated at the close of 1984.

Aside from its goal of augmenting the number of active re-
searchers, the program has provided a large amount of schol-
arship, prepared under the direction and guidance of accom- -
plished researchers. The purpose of this monograph is to in-
form government personnel, the research community, and em-
ployment and training practitioners of the availability of some of
this recent research. It should serve to indicate what types of
studies are being carried out currently by the newest researchers
in the field. It will alert some readers to the availability of.r

-~
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finished studies that they may not be aware exist. Even when
articles appear that are based on completed work, they may

represent only a fragment of the original work. Further, disser-
tations in this field may be published in journals specializing in
economics, sociology, psychology, industrial relations, health,
‘business, history, regional science, ‘or other fields tha* are not
regulzarly seen by employment and trainir_lg specialists. As such,
this further jimits the dissemination of this work.

In this monograph, 20 recently completed dissertations are
‘summarized. Mx hope is that these bfief descnptlons will en-
courage those readers with specific interests in or needs for
, emplovment and training research ta obtain coples of the dis-
sertations.

The studies selected for inclusion here were all completed
within the past few years and were chosen as being representa-,
tive of the broad field of research bemg done in employment
and ftraining.

The monograph is arranged in five sections. The somewhat
arbitrdary division is meant simply to assist the reader. The first
section focusjs on existing government programs and legislation.
To some extent, readers may view these as evaluation studies.
They cover an area that is somewhat broader than more con-
ventional employment and training evaluations. For example,
one of the theses examines the use of Employee Stock
Ownership Plans, while another reports on the imn~ct of equal
employment opportunity laws on labor unions. . se studies are
not limited to federal programs, and federal-st  or federal-
local relations are issues in several of these stud..

The second section deals with labor-management questions.
One of the two dissertations explains the development of
unionization among teachers. The other describes the impact of
21 significant agreement to respond to labor-saving technology in

the longshore industry.
The third section deals with issues of job search. In two of the

dissertations, the researchers use survey resear¢h methods to
examine ‘the process by persons who have recently lost their

]
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INTRODUCTION -

jobs. The third thesis employs an experimental approach using
graduating college students as subjects.

The fourth section focuses on issues relatmg to d:scrlmmatnon

in the labor market. Considerable attention is given to questlons
of occupational choice, labor force participation, and earnings. A

wide range of techniques-is used in these studies, including a*

twelve-nation comparison of the experiences of female workers.
The dual labor market hypothesis is analyzed in one of these
dissertations, while another examines circumstances surrounding
the retirement decisions of older workers. Several of the studies
are interested in the pattern of career development among
women based on early experience in the labor market.

The final section deals with the impact of the business cycle.

One disseitation examines the résponse by empldyers in union

or nonunion industries to changes in demand in terms of layoffs,
wages, or varving the hours worked. Another study considers the
impact on individual health.of movements in the cycle. A third
study examines the responsiveness of students to economic
change in terms of school enrollments.

Each summary is_intentionally brief, since the' interested
reader is encduragedto go to the original source. In each case
the“same format is used: a description of the framework into
‘:gfi/ch the study fits, an explanation of its purpose, a summary of
the methodology used and type of data employed, and the au-
thor's findings and conclusions.

Des pxte the many obvious differences among these 20 disser-
tations in their subject matter, methodology, and the like, one
cannot help being struck by certain common characteristics.
Some of them may not be very surprising. For example, there is
an extensive eview of the related literature in all but one of
these studies. Nor may the general absence of pﬁlemié be sur-
prising. While the authors often will identify with ong side or
another on a research issue, the political and social orientation of
the writer typically is not evident. In a field that is often marked
by strong and explicitly political writings, the absence of such
statements places many of these theses on a neutral ground. This

X1
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is not to suggest a lagk of interest in questions of public policy;
«nany of these young researchers are exceptionally aware of the
public policy issues that .exist in their work. Their academic
training does not appear to have left them insensitive to the

" - important national quesiions with.which they deal, directly ot

indirecily. .
Another common feature of these dissertations is the willing-
ness to cross traditional academic disciplinary lines. Not only are

the 20 studies representativé of a variety of fields; many of the _

individual studies draw from more than a single academic disci-
pline. For example, a number of dissertations draw upon the
theories and findings of economists, sociologists, and psycholo-
gists in addition to “conventional” employment and training re-
search. ) '

Many of the studies contain a large number of findings, which
pose special difficulties for anyone seeking to summarize them.
This was" pagticularly true for, but not limited to, those studies
based on survey research work. As such, readers from different
subject areas might have emphasized some findings more than
others, had they prepared the -review. Thesgeader is warned,
herewith, that the descriptions of findings iMances are
necessarily. brief and meant primarily to alert the reader to the
(arguably) most essential findings as perceived by the original
author.

Points of view or opinions stated in this document do not
necessarily represent the official position or policy of the Social
Science Research Council or the U.S. Department of Labor.

PETER_S. BARTH

University of Connecticut /

December 1984
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DIGGFRTATION TITLE
An Examination of the Social Factors Determining Successful Training Performance of
Participants in Ex-Oﬂ’ender Manpower Programs: A Model Sor Predu‘t'ng Social Be-

havior

AUTHOR _
Jamis HENDERSON Baowm-, .
Institute of Labor and Industrial Relations Q}J LA

University of Illinois -

<

The special problems of ex-offenders

Employment and training programs #ave been designed to
assist individuals who have experienced labor market difficulties
overcome a variety of handicaps that impede their transition into
productive ean?pdbx@_e_nt Ex-offenders experience ‘special bar-
riers to employment resulting from their status as ex-convicts,
probatloners, or parolees. They can expect to be viewed with
suspicion ind even hostility by potential employers and fellow
workers. The ex-offender may also have little schooling, train-
ing, experience, or demonstrated work habits that would allow
him or her to find and hold a wide range of jobs.

Although the ex-offender represents an especially serious
challenge to employment and training programs, such programs
may be highly cost effective when compared with the costs of
failing to keep an ex-offender from committing crime or the

costs of possible subsequent incarceration.

17
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RESEARCH ON. EMPLOYMENT ‘AND '_l"RAlNlN(;

Factors related to program success

The pur pize of this study is to identify t,hose factors that will
‘allow one to¥predict who will be the successful graduates*of
employment and training programs for ex-offenders. At anether
level, the research attempts to test a predictive theory of spcial
behavior propounded by Harry Triandis. That. mndel relates
behavior to measures used by behaviorists (that is, habits) and
those employed by cognitive psychologlsts (that s, expressed
intentions). As such, the study is of interest both to program
_operators and to psychologists.

There are sevetal potential benefits of being able to suc-
cessfully predict which program enrollees will meet with' 3uccese

In theory, at least) oné, Lould accept for participation’ in sich
programs those persons “‘who appear to be good bets to succeed. .

More likely, h\pEQggams mlght be modified toﬁ}gabhsh an
envirohment wherein .the prqbablht of succesy” is enlarged
Browne argues that enrollee behavior itself could’be modified in
the light of more knowledge aboyt the factors rélated to success
‘or failure. \

Bulldmg on the Triandis model, Browne evaluated the com- -

parative impor tdn\e of three sets of variables. In an eclectic
manner, he examined enrollee habits *“H" (as a behavioral psy-
chologist might), the-stated intentions of the enrollee "I" (as a
cognitive psychologist might), and the facilitating conditions “F"
under which the enrollee lived. The Kter focused on the envi-
ronment and the degree of support received from family and
triends. a -

E .
A survey of program_ participant characteristics

Browne's study was -based primarily on an examination of a
sample of the enrollees in ex-otfender programs within the U.S.
Department o\ Labor's Region V. Most of the subjects were
drawn from Illin \ and "all were pamapants in programs that
indicated a" willingpess to participate in such a study. Pro-

13
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EX-OFRENDERS

provided o employment and counseling services were ex-
cluded. The study was limited to male ex-offenders. Ultimately,
usable "Information was available for 128 subjects who were
enrolled in six programs at some "time from October 1979 to -
April 1980. Data were Iaken from the enrollees’ file at the
tm’ue of admission to the program, during the first two weeks of
training, and at the time training endeg] The programs consisted
of omshe-job training, work experience, ‘or a combination of
~ on- the-Joh training and classroom work. |

It is important to note that Br\)wne sought to predict program
outcbme and terminafion status, Thus, success was evaluated:
solely'in terms of whether the\tramee completed the entire
course or left before fifishing it to take a job. It did not seek to-
ldennfy\whether training outcomes were associated with sub-
sequent recidivism. .

To determine the effects of the “H,” “I,” and “F" factors,
Browne administered a 59-item questionnaire to the program
participants as well as obtaining data about the trainees from the
program .operators. . b

.

grams that iﬂcluded youth or the currenfly incarcerated or that

Predictors of. participant behavior

A’ variety of findings emerged from this study, most nf w:}]iCh
appeared to be consistent with the literature that had preceded
it. Browne found that the Triandis model provided accurate
predictions ‘of trajnee behavioral intentions regarding effort, at-
tendance, punctuallty, and compliance. The model was not ef-
fectives however, in predicting the ratings glveni)y program staff
to trainees oh thesg dimensions of program behavior. Browne
listed a number of possible reasons for the apparent failure of
behavioral intentions to explain the actual evaluation of trainees
by staff. While thé intentions of the trainee appeared to be
ineffettive as a predxctor of outcomes, habits were quite power-
ful. The support received from family and friends combined -
with work habits such as pynctuality or attendance were associ-

.
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dted w1th success in the program, while the grofessed intentions
of enrollees to be punctual or attend regularly appeared not'to
be related to successful outcomes.

2

— N
The support received from family and friends. combined with work
habits such as_punctuality or attendange weére associa‘ed with suc-
‘cess in the program, while the prof§d Intentions o/ enrollges .to
be punctual or attend regularly appedred not to be related to suc-

cessful outcomes.

Habits were assessed through direct observation of the trainee
during his First few weeks in the program. Browne arguefl that
" the individyal's effort, attendance, punctuality, and cOmpNance
of the begm ing of the program can be useful irf 1dennfymg who

outcomesf This research sought to identify potential program
failures, but did not actually seek to modify any outcomes.

The study was limited to ex-offender programs. However,
“habits” may also predict trainee success iri other employment
and training programs. The Browne thesis can be refined and
_applied to other tf’pé& of programs, not simply those aimed at
‘ex-offendefs. ™
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LOCAL ECONOMIC DEVELOPMENT

DISSERTATION “TITLE ( . '
Implementing Development and Manpower Strategies in\ Boston, Chicago, and P!u'la-
delphia ‘ o

AY

AUTHOR
JONATHAN KATZ :

Florence Heller Graduate School Sor Advanced Studies in Social Welfare.

Brandeis University - C, . >

. .

Job "créatton ai;d local economic development

The modern era of manpower programs is gener-ally accepted
to have begun in 1961 at the time of passage of the Area
Redevelopment Act. Unlike much of the legislaffon that followed

this law, its goal wgs aimed at reviving and restoring econom- .
g g 2

ically depressed areas. By pumping’ resources fof training and
job creation 'into such areas, ynemployed or underemployed
residents were thought to benefit. Subsequent legislation was
aimed more directly at specific groups of, people—for e~.ample,
veterans and minority group persons-‘—tﬂan at regional devel-
opment. - .

In recent years, increasing attention has been given again to
developing -support prog'hyms that are aimed at specific areas.
The concept of the “enterprise zone,” for e€xample, seeks to pack-
age various incentives for employers either to locate or J40 ox-
pand in a targeted territory and thus improve local labor market
conditions.

4

21



*

-

RESEARCH ON ¥MPLOYMENT AND TRAINING

Successfully generating employment in
economicaliy-depressed areas

* The purpose of this study is to gain some insight into the -

processes of local economic development and employment cre-
ation. Specifically, Kztz sought to identify and evaluate strategies
that'are used to induce businesses to invest in certainMocalities or

_areas and to create jobs there for the disadvantaged.

Numerous studies have sought to explain ‘zhy businesses lo-
cate or relocate where they do, and what Yactors tend. to influ-
ence different types of employers. A similarly large body of
research has sought to €kplain the factors that make for suc-
cessful employment and training programs. This study.is one of
the few to focus on the conjunction of the two sets of issues. The
growing interest in. enterprise zones suggests ‘that other such

studies can be expected to follow. ; ‘ ‘

Katz identified three sets of specific questions to shed light on
these issues. First, what ‘are the most important elements in
developing and carrying out a local development program? Sec-
ond, which’policies and incentives appear to be most effective in
stimulating new private sector investment and job creatiom#a-the
target area. Last, which manpower programs and practices aie
migst successful in job creation for un~mployed and undereri-
p&:yed residents of the area? '

Al

\ °
A comparativé/ case study of three cities

This study used a comparative case study analysis to describe
and evaluate approaches used by three cities to spur private job
creation for target groups: Katz believed that such a research

straté%y would allow him to produce ar‘ld use data that are rich in

detail and insights. His evaluation -was essentially a “process
evaluation,” a wgeful device for analyzing new, developing pro-
grams. Programs examined by Katz were still in experimental
stages and were being run on a trial and error basis. The focus
of the rcseurch was the evolution.of the programs. At the time of

Y
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writing, few quantitative data on program outcomes were avail-

able for analysis. 4 |

. This case study analysis Jrelied upon intensive interviewing,
observation, documentary analysns, and_access to files of kcy
actors from the public and private sectors. The primary source

of information was open-ended interviews with persons involved .

in the development and manpower process. In each city at least

50 persons were interviewed, including lpcal manpower and de- .

- velopment staff, planners, businesspeople, bankers, private de-

velopers, lawyers, reporters, union officials, and academics.
The cities were selected from a pool of cities with a populatlon
of over 500,080 that had experienced economic distress in recent
years as reflected by job losses. Based on census data, 20 cities
qualified for “inclusion. Frorg‘}hls set, cities were selected for
study that had an economic‘development strategy that stressed
private job creation and included a specific linkage to existing -

-employment. and training programs. Katz gave preference to

those cities farthést along in 1mplementmg these programs, ulti-
mately selecting Boston, Chicago, and Philadelphia for study.

L4

Successful development strategies

Katz relied upon the literat@ﬁd analyses of research in
economics, manpower, and pontical science to draw together his
case studies. This allowed him to geneiate a variety of broadly
based conclusions. '

One of his most important conclusions was that financial in-
centives, as a part of a locality's development process, were not a
very important factor in the locational decisions of firms. In-
stead, the key determinants of the location decision were the
overall attractiveness of the land site and the access to sources of
transportation. In some instances, firms made locational com-
mitments without waiting for local develgpment aid packages. In
other cases where such aid was used, some businesses woyld have
made the same decision, evenjf no support had been fg¢thcom-
ing. In Philadelphia, a revolvind\loan appears ‘to have been very
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/ important to some employers, particularly where they?xpanded
an existing facility.

Katz observed that development agencies had some success in
encouraging businesses to stay within an area or to expand their
facilities there. These agencies had less success in attracting busi-
nesses from other areas to locate in the target zone. Further, the
primary cdmpetition that these areas faced was the local suburbs
_ and not other citics, states, or the sun-belt region.

: &

\
£ .'fir_::yrclal incentives, as f part of a locality's develapment process,
< were ot a very important factor in the locational decisions of firms.

One of the most successful programs Katz identified included
“a technical assistance program for businesses in the target area
Minagement consultants provided these firms with short-tern
support. Because of such assistance, several businesses were
A ‘helped to survive while others were able to expand. In either
case, the result was job retention and creation.

Most of the formalizetl access routes to jobs for the unem-
plpyed in these areas did not work well. For a variety of reasons
the attempts to link area development with jobs for the hard-to-
employ did not succeed. The suspicion and skepticism of em--
ployers toward some of the manpower agencies was a striking
and recurring theme running throughout the analysis. Clearly,
the success of development efforts led to job creation for some
unskilled and unemployed residents of the devélopment area.
But some of these jobs were created without any formal place-
ment program. Firms considering locating in depressed areas
dtd not welcome the offers to place publicly subsidized workers
in on-the-job training programs in their establishments. Where
local residents found such work, it was through the recruiting
efforts of the business. °
* Ka:. concluded that str continuous, executive support is
needed for localities to guccessfully implement their develop-

<.- ment strategies. That typg of strong support, identified with a
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political official, may also lead to the undermining of programs. - . v
For example, if a project is a pet program of a mayor and a new
mayor is elected, the program may have little chance to survive,

at least in its original form.

Perhaps the strongest and clearest message that emerged from
this study is that the development agency needs to define clearly
what it can offer, to plan its outreach accordingly, to have the .
authority to make decisions, and to take action promptly where
necessary. It is also useful to identify one or two individuals to
serve as ombudsmen, operating between businesses and the city
government to minimize red tape for businesses responding to
the development program. In short, Katz argued that the devel-
opment effort‘must be well managed and isolated as much as .
possible from the politics and bureaucracy that have hindered = -
such programs in the past. It ought not to be so isolated,

owever, that it appears to lack the strong support of the local
executive: Katz reported tﬁat there will be greater payoffs to the
commumty from such steps than from such sweeteners as the
financial incentives often offered in the form of temporary tax

abatement programs. .
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" Enforcing child support' ayrients . 7
. [}

Rapid incredses in wglfare costs in the 1960s-and 1970s led to
increasing publié awareness and concern about the public sup-
port system in this country. An evolving concern focused on the
appropriate role of parental financial support in low-income
_ households headed by single parents. In most cases this issue
involved fathers who had moved from the household and had
left behind children. The evidence suggested that the states had
not been aggressive in seeking to establish the responsibility of
this parent for the financial support of his family.

In 1975 the passage of Public Law 93-647 created Title IV-D

of the Social Security Act mandating more Kggresswe enforce-

ment at state and local levels of child support’i) ograms. Nation-
ally, it established a computerized Parent Locator Service, which

permitted the IRS and Social Security Administration to use -

their information systems to assist the states in locating absent
parents and in identifying their level of income. In response to
this legislation states established their own programs as well.
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Despite these efforts, nonsupport by absent parents remdins a
significant national problem, a major cause of poverty in
female-headed families, and an increasing financial responsibility
of government.

The causes of nonsupport appear to be poorly understood.
Aside from certain economic causes and motives, the design of
the welfare system itself may contribute to the problem For
example, the payments collected by the state under the enforce-
ment program go to the staté’s treasury, and not to the depen-
dent family. As such, there is no positive incentive for the father
to contribute because of-perceived family needs, siace his own
family does not directly benefit from his payments. Moreover,
rigorous enforcement of child support may lead to or exacerbate
poverty and deprivation in a second household. If the low-
income father is now supporting a second family, forcing sup-
port pavmenis from him may push that family into poverty.

Apparent.y, the amount to be paid under an enforcement

scheme is based on the“Fyther's ability to pay, and not on the
family's level of need. As such, welfare dependency is func-
tionally related .to’ anyabsent father's economic status and on his
continued willirM to make support payments.

The enforcement system

The purpose of this study is to describe the consequences of
child support entorcement programs. To what extent do such
payments supplement Aid to Families with Dependent Children
(AFDC) grant amounts? How many families are forced off the
welfare roles because of it? Are such changes in satus perma-
nent or temporary?

Another set of issues concerns the size of the child support
payments~ To what extent do support payments meet the mini-
mum levels recommended by (then) HEW? Are the courts
ordering support levels that mneet these guidelines? What factors

H
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_explain why fathers meet or avoid such payments? Is the mode
or level of enforcement important in this regard?

i Y

A profile of welfare cases

Lonergan sought to answer these questions by examining the
data of a sin?ﬂe Child Support Enforcement Office in 1977-78.
She was able to obtain and merge data from two separate

. sources: the family record from the AFDC file and the support
enforcement data fiom the IV-D file. These data were drawn
from the New Bedford, Massachusetts area, a low-income,

high-unemployment region in the southeastern part of the state,

consisting of the city of New Bedford and several small sur-
rounding towns. In 1977, about one family in eight in New
Bedford was receiving assistance under the AFDC program.

An initial screening of a data file yielded approximately 2,800
child support cases. By eliminating records with substantial
missing data, where the mother was filed absent, or where a
relative or other applicant filed for AFDC on behalf of the
family, the number of cases was reduced to 682.

The data allowed Lonergan to construct case files built
around several clusters of information. First, she was able to
establish a picture of the family status of both parents—that is,
marriages, separations, reconciliations, and remarriages. A his-
tory of dependency on AFDQ was constructed also, including

any previous periods of dependence and the reasons for status.

changgs. Employment data on the father were available, includ-
ing his occupation, earnings level, and nonwage sources of in-
come. lLonergan also reconstructed all efforts to support en-
forcement including the date, the type of enforcement order,
and the amount of support required under the order. Data were
also avdilable on the extent of compliance. Records were ana-
lyzed from as early as the beginning of the 1960s until December
1977.

The principal method of analyzing these data was through
cross-tabulations. '

12
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" ‘Outcomes of enforcement efforts

Few fathers in New Bedford were found to be able to pay
child support amounts that equaled or exceeded levels of the
family's welfare grant, thereby releasing them of welfare depen-
dency. On average it took an income level of $200 per week for
the father to be able to provide this much support to his family.
Even if the father had the ability and willingness to pay, how-
ever, it was likely that the courts and IV-D enforcement officials
would not force him to pay child support to the level recom-
mended by HEW guidelines. ' /

Even if the father had the ability and willingness to pay, however, it
was likely that the courts and IV-D enforcement officials would not
force him to pay child support to the level.recommended by HEW
gulidelines. ' '

Lonergan found an-enforcement pattern that was regressive
(in a taxation sense), such that the lower-income fathers were
forced to pay a higher proportion of their income than were
higher-income fathers. She speculates that enforcement officials
feared that pushing for higher support levels would result either
in the father's fleeing the community or in a disincentive to
work. : .
If the father’s support was large enough to free the family
from welfare, this did not guarantee long-term independence. In
the eight cases where the father’s payments were sufficient to
eliminate welfare payments, five families later reapplied.

The research appears to demonstrate that enforcement efforts
do yield some response from nonsupporting fathers. The high-
est levels of enforcement tended to be applied against men who
showed the best record of compliance, initially, with their origi-
nal support order or agreement. By contrast, delinquent cases
tend to “get lost in the files” and involve little or no enforcement
effort,

523
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Lonergan suggested that strict enforcement is likely to create
problems for any subsequent families of these men. Some of
these later families are already dependent upon AFDC support.
By pushing enforcement of support at high payment levels.to
the first family, the burden is simply shifted to the current
family, or to the state to increase benefits for the existing family.

This research pointed ta the linkages between welfare pay<
ments, support enforcement, and family status. For example, .
although 17 per cent of all these families experienced marital
reconciliations at various times, no couples were reconciled after
enforcement proceedings were brcught against the father. '

Finally, the study demonstrated that the welfare and enforce-
ment systems should be evaluated in terms of long-term financial
security and its impact on the family. :

LS
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The growing importance of business tax incentives

For the past four decades or more, business tax incentives
(BT1Is) have been used as tools of macroeconomic policy. Over
the last 20 years or so, the tendency has been for corporate
profits tax rates to be reduced and for tax credits and allowable
deductions to be increased, to stimulate business expansion and
employment creation. The 19805 have witnessed a continuation
of such tax policies.

Two of the more significant (federal) BTIs are the investment
tax credit and the accelerated depreciation allowance. The an-
nual “tax expenditures” from these programs (the.direct loss to
the U.S. Treasury ir. foregone taxes) was $1.2 billion in 1962
and rose to over $21 billion by 1982, prior to the effects of the
Economic Recovery Tax Act. Even taking into account price
changes, this represents more than a fivefold increase in real
terms in 20 years. This growth rate will accelerate in the pres-
erice of the 1981 tax reductions. The cumulative tax ex-
penditures associated with the investment tax credit and the

31
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accelerated depreciation allowance between 1954 and 1981 are
estimated to be about $150 billion. '

Any study of BTIs must give some attention to their net impact
on tax expenditures. By serving to reduce the costs of produc-
tion for a business, BTIs may contribute to lower prgices and to
an increase in the quantity demanded of the firm’s products. In
the presence of any business expansion, the net revenue effect of .
BTIs’is lower than the tax expenditure data taken alone suggest.
This net effect has been the subject of considerable interest by

' macroeconomists and specialists in>government-finance-——- -

Far less attention has been given to the microeconomic effects -
of BTIs. For example, businesses benefit differently from such
tax provisions, dependmé for example, on their rates of growth,
profitability, and asset’ mixes. The geographic distribution. of
firms that are more or’less favored by BTIs is not uniform; thus,
some regions will benefit from them more than others. )

Aside from “he regional effects, BTIs need to be evaluated in
terms of their 1mpa£ on employment. A's a BTI reduces the cost
of capital such as machinery and equipment, two countervailing
employment effects will occur. As the cost of capital- declines
relative to labor costs, firms may be expected to substitute capital
for labor, thereby reducing the demand for dabor and the level
of employment (the substitution effect). Mitigating this effect,
however, is the employment creation that may result as reduced
prices lead to an increase in the quantity of product demanded,
which in turn increases the demand for labor (the scale effect).
Clearly, the relative importance of these effects is of interest to
persons concerned with levels of employment and unemployment
and _;%lth the desirability of various tax strategies.

Relatlbg BTIs to other federal programs

This study has two major purposes. First, Luger sought to
analyze the microeconomic consequences of BTIs, particularly
the differing regional employment effects. This issue is purport-.
edly the subject of some speculation but little systematic analysis.

>

-4



EL 4
. BUSINESS TAX INCENTIVES

L] \

Luger argued that these regional differences are important in
the presence of other policies that are targeted at specific areas.
To what extent, for example, do BTIs undermine or reinforce
federal policies designed to assist depressed areas or regions?

Luger also sought to place BTIs into a much broader evalua-
tive framework than had been used. For example, do other,
more efficient methods exist for accomplishing the goals of
BTIs?

This study fits neatly into a growing academic literature on the
effects of ‘various government programs used to stimtilate pri-

'vate secydd investment as' a means of stimulating employment_

growth., r summarized this literature in_an extensive table and
outlined the research question, the evaluative criteria used,.the
methodology employed, and the major findings of these earlier
studies of federal programs.

Developing data on BTIs o , o

The study begins with a discussion of the development of and
the rationales given for BTIs. Following this is a discussion of the
previously proposed benefits of such measures both at the mac-
roeconbmic level and at the microeconomic: levél. Luger ex-

plains the kinds of arguments that have been made to support or .

to oppose these changes in tax laws. .

The next stage is thé development of a modei of the impact of
BTIs, measured primarily by employment changes. The data
created by Luger to evaluate the BTIs are an lmportant aspect of
the study. Essentially, many of the data series that he needed
contained fragmentary or inadequate information, thereby
forcing him to develop usable estimates. For example, he needed
to assemble data on investment by Standard Industrial
Classification' (S1Z) and by Standard Metropolitan Statist.cal
Area (SMSA), and to value the stock of capital available to them.
His methodological contributions and the actual data series that
' he generated should prove useful to other researchers faced with

similar data gaps. e

17
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Luger simulated the impact of changes in the BTlIs, using the
existing distribution of industry in Philadelphia and k.os Angeles.
His focus was on production worker employment in manufac-
turing businesses in selected years between 1962 and 1976.

N,

Employment effects of BTIs

Luger found that liberaljzing business taxes had both net scale '
effects (reduced costs lead to increased demand) and substitution
effects (capital replaces _labor) .dependirig upon both industry
and location. In the aggregate, business tax liberalizatiomwould
have a much larger impact in Los Angeles than in Philadelphia.
In most industries in both areas, the scale effect is likely to be

- larger than the substitution effect. As such, BTIs have led to

employment growth. .

In terms of tuture tax expenditures, each new job created in
Philadelphia would be twice as expensive as a job created in- Los
Angeles. .

The job creation of BTIs was far more significant in Los
Angeles, relative to existing unemployment, than in Philadel-
phia. In terms of future tax expenditures, each new job created
in Philadelphia would be twice as expensive as a job created in
Los Angeles. According to Luger, this interregional difference in
impact is not in tune with the national policy of aiming support
at economically distressed areas. Employing that critemon, sup-
port would have been targeted more at Philadelphia than at the
relatively better oft Los Angeles.

Until this study, nnuch of the debate ovgy the sultablhty of
BTIs focused.on the trade-off between job creation and U.S.
Treasury revenue loss. This study suggests a different sort of
trade-off as well: overall job growth or more regionally balanced
economic development. This consideration can only add to the
quality of the debate over BTlIs.

18
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Encouraging employee ownership of business

The goyernrent of the United States has clearly expressed a
policy of fayoring businesses that are owned, in part at least, by
their employees. One such indication of this preference is found
in the treatment of Employee Stock Ownership Plans (FSOPs), =
which were first recognized in the law in 1973. In' 1974, the

. Employee Retirement Income Security Act (ERISA) defined an -
»  ESOP as being “designed to invest primarily in qualifying securi-
ties” with the purpose of giving “the employee-participants #n
interest in the ownership and growth of the employer’s busi-
ness.” A variety of businesses had provided such benefit pro- .
grams to their workers even prior to 1973, and without qualify- ‘
ing for the preferred tax treatment of qualified plans. Other
subsequent legislation has further extended the range of ESQOPs.

The employer’s financial contribution under a qualified ESOP
is limited annually to 15 per cent of the total compensation paid
to participating employees. Thus, a business buys shares of its
own stock for its workers and receives favored tax treatment,
Workers electing to participate may be subject to a required

' 19
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contribution of up to 6 per cent of their earnings, If they choose
to, however, they may contribute up to 10 per cent. Since income
taxes are deferred on these contributions, there Js an obvious
incentive for workers to participate. !

The goals of ESOPs envisioned by supporters of such legisla-
tion include benefits to employers, workers; and the U.S. Trea-

)

sury. Employers can benefit directly from a variety of tax ad-

vantages that accrue to them if they have a qualified plan. Tax-
benefits for employees are quite'di_reg.t,___g_s_-_w;_g_ll__.,,___'l__‘hc__,,__gri_nla[y,_,,_

benefit for all parties, including the U.S, government, is antici-
pated' to be an increase in productivity that results when em-
ployees Rave a direct stake in the well-being and profitability of
the businesses employing them. To the extent the ESOPs con-

- tribute to greater profitability, tam}es of the government

may ultimately be higher than they would have been. Though
employers were able to provide portions of: ownership to workers

~ prior to these changes in the tax laws, the impact of the legisla-

tion is to enhance their attractiveness for businesses. >
>

The economic implications of ESOPs

The purpose of this study is to analyze the impact of employee
ownership of stock in ‘the firm employing them. What are the
advantages and disadvantages to firms considering using this
scheme? {n what form should the ownership be held? To what
extent can such plans shield a company from a hostile takeover
by another business? What are the macroeconomic implications
of ESOPs? What differences can one expect to find in companies
whose shares of stock are not publicly traded?

Taylor suggested that there are four sets of factors that are
considered by firms and employees in Jjudging whether to use
employee stock ownership as an element in an optimal employ-
ment contract. In a microeconomic framework, he assessed the
implications of ESOPs for:

® ownership in the employing firm by employees as part of the
preferred compensation package :

20
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® incentive effects on “productivity and information\flows in the
firm - l\

0 the potential for participation in the oversight of th. firm py

. stock-owning employees :

7job and financial mobility considerations of employees

D ¥ .
In addition, there are a variety o/f direct tax bemfits to a firm

‘adopting an ESOP. One of these is its potential as a substitute for
alternative ways 'of providing employee pensions that may be

potentially more expensive because of the requirements -of -

ERISA.

_ e
Employee stock ownership in theory and practice

Taylor’s study consists of four parts. In the first, he spells out

the details of the law regarding ESOPs. For those persons un-
familiar with the legislation, this portion of the study is useful in
understanding the law's non-tax, non-financial aspets. For

example, Taylor explains voting by shareholders, stock distribu- _

tion eligibility, vesting, and trust responsibilities.

The second part is the microeconomic analysis of ESOPs. This
section gives vety broad coverage to the theoretical consid-
erations that are offered by the parties in initiating such a pro-
gram, . , :

The third part summarizes four separate studies that have
been completed on the effects of ESOPs. Specifically, he reports
the flndings of surveys done on ESOPs by UCLA's Graduate
School of Management in 1977» (180 firms responsed); the

~ U.S. General Accountinig Office in 1980 (16 firms studied); the

University of Michigan's Survey Research Center study (date not
given) of 98 firms, 68 of which had stock ownership plans and 30
had direct ownership; and an older study of worker-owned
plywood plants in the Pacific Northwest. While the reviews are
uncritical, those interested in ESOPs will find this section to be a
useful, brief compendium of earlier studies.

In the final part, two case studjes are used to compare the
experiences of two employee-owned ‘newspapers, Milwaukee

(-/’ 37
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Journal and the Kansas City Star. The former appears to be a
successful snterprise while the latter was sold to a_major com-
munications conglomérate after enco ome significant
economic difficulties. The sale endgfl the employee-ownership
status of the paper. Both of shese papers had employee
ownership for over 40 years. A#such, these firms did not need
ESOP legislation to develop tjfeir programs. An analysis of their
financial and operating ‘trac records, however, is instructive in
terms of the lmpllcanons employee stock ownershnp

’

Case studies of two employee-owned newspapers

At the present time, over 90 per cent of the Milwaukee Journal
is owned by employees; the stock is not publicly traded. The
implications of employee stock ownership on the valuation of the
shares is explored at length. The ownership percentage by Kan-
sas City Star employees was also very high prior to its sale.

Taylor found that mechanisms can exist fér transmitting in-
formation about job performance and firm oversight iu
employee-owned firms. These mechanisms may be present,
however, in firms that are not employee-owned. Further, an
employee-owned business is as capable of being mismanaged™ as
any other business, aithough the owners are more likely to kriow
about it in employee-owned firms. The Kansas City Star appears

]

to have been inefficient and significantly overstaffed. The lack of”

serious compeltition permitted it to continue to exist this way for
"a long time.

. An employee-owned business is as capable of betng misman-
aged as any other business, although the owners are more likely to
know about it in employee-owned firms.

At the Milwaukee Journal, employee stock ownership made a
contribution to the success of the paper. Taylor noted especially
the usefulness of the information that flowed to management
trom workers.

22
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Employee stock ownersl&i.p\appears to have little direqt\ﬁ?:pact

on turnover by employees. The deferred compensation plan,
" however, appears to have reduced worker mobility. (Such a plan,
however, need not be linked to employee ownership of the firm.)'-
At the Milwaukee paper, bsenteeism may have been reduced
because of employee ownership, but only marginally. F
Finally, the researcher observed that several large companies
have cited regulatory constrraints and uncertainties as the sources
of delay in their implementing ESOPs. The programs operate
under the direction of the Department of Labor and the Trea-
sury. '
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Labor unions and Title VII of the Civil Rights Act

Passage of the Civil Rights Act of 1964 left few’areas of the,
labor market unaffected. Not surprisingly, considerable research
has been done to observe, measure, and evaluate these effects.
The bulk of this work, however, has tended to focus only on the
résponse by employers to the act. Very little attention has been
givefl to the pattern of response by labor unions, although this
law clearly forbade unions from discriminating against persons
on the grounds of their race, color, religion, sex, or national
origin. ‘ .

The 1964 law was not the first law or ruling to limit a union’s
ability to engage in discriminatory practices. For example, the
U.S. Supreme Court held in Steele v. Louisville & Nashville Rail-
road (1944) that the legal right to exclusively represent em-
ployees imposed a corresponding responsibility on the union to
represent all employees without discrimination. The Labor Man-
agement Relations Act (1947) outlawed certain discriminatory

3 \K4 .
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practices by labor unions. Yet in 1958 the sixth U.S. Circuit
Court of Appeals ruled that unions were private organizations
“whose membership policies were their own .affairs, and there-
fore might exclude Blacks” (thhant v. Brotherhood of
Locomotive Firemen and Enginemen).

Many unions and the A¥L-CIO supported the le Rights Act
although .they were concerned with the impact of the law on
existing conditions resulting from past practices. Speciﬁcally,
. what impact would this:law have on prevallmg seniority rules?
To allay the concerns of those otherwise supportive union offi-
cials and members, Congress declared lawful bona fide semorlty
or merit systems that were not the product of an intention to
discriminate. It has been left to the courts to give meaning to this
provision and it 'has been a source of both controversy and
uncertainty.

Changing union practices since 1964

This study investigates the effect of equal employment op- -

portunity legislation on unions. To what extent have changes in
law affected the ways in which unions behave in terms of their

R

members, other workers, and collective bargaining practlc
What factors explain why some unions have been more affected

than others? Do union members perceive changes in union
practices that are a product of this civil rights legislation?

These questions and related ones could be posed by several
types of researchers using different kinds of frameworks—for
example, the economic impacts, legal developments, national
political responses, union growth, changes in the composition of
membership. Given a wide range of methodological alternatives,
Wesman opted to employ an existing model of organization
behavior theory from which she drew a number of hypotheses.
She ‘also drew upon the literature of industrial relations and the
work ot legal experts.

25
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An analysis of the brotherhood of raxlway, airline, and
steamship clerks

Data were gathered in three ways for this study. Union offi-
cials, company EEO officers, attorneys, and union members were
interviewed. The focus of these interviews was the impact of EEO
pressures on their organizations. Special attention was given to
the experience of a single union, the Brotherhood of Railway,
Airline, and Steamship Clerks (BRAC). This union had a history
of racially segregated locals. As late as 1947 full membership in
BRAC was restricted by its constitution to whites only. Women
appear to have received relatively equal treatment within the
union for many decades before the 1964 law was enacted. That
legislation was the first effective source of pressure on the union
to provide equal treatment by race to workers.

Second, Wesman analyzed documentary literature mcludmg
court cases, union publications, and transcripts of the union’s
national conventions.

Third, a questionnaire was mailed to a sample of 330 union
members employed by the Chicago and North Western Railway
in Chicago and Minneapolis-St. Paul. They belonged to four
lodges (union locals) that were selected on the basis of their racial
and gender mix and the job classes represented. Approximately
one-third of those surveved provided usable responses.

The main body of the questionnaire contained 130 one-
sentence items. The respondents indicated their agreement or
disagreement using 2 5-measure scale. From the 130 items, 21
scales were deveioned. These clusters included, for example,
perceived union effectiveness, perceived achievement of EEO
goals, peuencd union-member conflict, perceived equity of
grievance han dlmg,r perceived union-member communication,
discontent with union representation, perceived change in union
goals, along with 14 other scales. Based on an analysis of the
responses, several of these scales were discarded and a number
were revised., Wesman also used stepwise regression analysis.
Results from the quantitative analysis were compared with the
findings based on her interview and documentary research.
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Organizatibnal change

Overall, 27 hypotheses and,.subhypotheses were tested in the
data analysis; leyere'sup rted. Clusters of questions asked
about:

©

e discontent with union representation—for example, has the.

union treated all members fairly?

e intent to use voice option—ftor example, does the worker want
more say in what the union does?

e intent to use exioption—for example, does the worker wish
to leave the union?

@ perceived upjbn effectiveness—for example, in negotiations,

does mandement usually win over the union?
Y

In general the effects of EEO were moderate and localized
to a few specific areas of union activity. Some unions conducted
business as usual. Other unions began educational efforts. Sev-
eral added ah EEO officer. Where rank and file acceptance of
EEO goals was relatively strong, as with the United Steelworkers
of America, the EEO-stimulated union response seems to have
been stronger than in those unions where member acceptance
was low.

Analysis of the responses to the questionnaire provided no
support for the view that organization responses led to member
reactions. Interviews indicated, however, that EEO led to an
increase in grievances and a heightened concern about union
representation and intramembership conflicts.

Interviews indicated. . . that EEO led to an increase in grievances
and a heightened concern about union representation and intra-

membership conflicts.

Some union members perceived the union to be increasingly
sensitive to grievances filed by minority or female members. The
membership perceived no increase in communications from the
union in response to EEO. None of the data sources provided
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any indication that EEO had led to any change in the quality of
the labor-management relationship. No link at all was perceived
by union members surveyed between EEQ-related envi-
. ronmental change and union effectiveness. The interviews and
documentary evidence, however, pointed to th¢ “force of law”
arguments that stood behind the equal pay goals of the uniqn.
Some saw the law as weakening the union’s effectiveness in some
.areas. For example, EEO was also seen as providing an alterna-
tive to the grievance machinery for some members who would
then not need the union for assistance. Wesman concluded that
the union’s ability to represent its members and jts base of power

have been unaffected by EEO pressures and ¢nsuing responses,

by the union or its members.
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DISSERTATION TITLE

The Effects of the Guaranteed Annual Income on the Occupational Careers of Longshore-
men: A Pilot Study '

AUTHOR
WiLLiaM DiFazio -«

Graduate School and University Center
City University of New York

The response by labor to technological change

For some industries, significant technological change has led -
directly to the displacement of Workers. Resistance By workers
potentially affected by such changes has taken many forms.
Unionized workers appear to have been esvecially effective at
slowing this process, pamcularly in certain sectors of the econ-
omy. For several reasons, this situation has received considerable
attention in recent years. For one, aggregate damg, on labor pro-
ductivity bis shown that there was very little growth and even

"periods of decline in the late 1970s and early 1980s. This, in

conjupction with a growing imbalance in the nation’s interna-
tional trading position, gave rise to increased private and public
concern regarding labor productivity. . »

For another, the rapidly changing character of labor-
management relations has led to dramatic departures from the
practices and norms of only a few years ago. Many current’
responses by unions and employers to changing technology
would have been unthinkable only a few years ago.
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Labor-management accommodatnon in the New York
longshore industry

The focus of this study is the experience of a single industry
that developed a unique approach to change. In the mid 1960s,

East Coas' shippers and stevedores reached agreement with the =

International Longshoreman’s Association (ILA), whereby the
rmer were permitted to introduce or widen the usage of con-
%erized cargo. By allowing employe¥s the right to use this
abor-saving technology—a major .change in existing work
rules—the ILA was granted a significant and innovative wage
benefit in return. A class of high-seniority workers was given the
" assurance of a guaranteed annual nufaber of hours of paid
employment regardless of the actual number of hours worked.
The system now assures that these workers receive a guaran-
teed income for 2,080 hours of work a year, though most are
required to work only a few days a year, if at all.“Each day these
men report to a hiring hall and spend one to two hours there,
before being told that their services are not needed. Income for
a day of actual work is only shghtly more than their compensa-
tpon under the program.

Changes in the need for manpower in this industry are dra-
matic. In the 1950s, according to DiFazio, 48,000 persons
worked on the New York-New Jersey docks. At the time of this
study about 12,000 longshoremen regularly worked on these
docks.

The purpose of this study is to examinge the impact of the
guaranteed annual income on the lives of these workers. All the
men involved were at least in their late 40s. Therefore, the study
is somewhat similar to those ‘that have examined the conse-
quences for individuals of early retirement programs. DiFazio
posed three questions to be examined in his work. First, what are

the sociological and organizational implications of a job where’

issues regarding working conditions no longer matter? Second,
what happened to these men in terms of their attitudes or of
finding other work when the threat of income and job’loss no
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" longer exist? Finally, howais working-class community life af- -

. fected by a scheme providing guaranteed income and a minimal -
amount of -time spent at work : .

N - o \/'\x -

Living with the longshoremen ‘

DiFazio integrated himself into the daily routine of the
longshoremen that he studied. He selected a relatively close-knit
group of 35 men between the*ages of 45 and 60 who “worked”
out of the hiring hall at 60th Street in Brooklyn. Most of the men

. . wereof Italiah extraction, and they b'egap working on the docks
when they were 16 or 17 years old. Nearly all the men were:-
married with childreror grandchildren. Four members of Di- _

! Fazio's immediate family have been longshoremen with charac-

teristics similar td'the group under study here. It allowed him'to

gain these workers’ confidence and observe their life accom-
modation to the guaranteed annual income. This group of men

“only worked a few days in the last three years."

Difazio was with the group from 7:00 a.M. when the hiring ~
hall windows opened until they were through for the day at 8:50
~ 10 9:00 A.M. At that point. the men scattered, though DiFazio °

spent additional time with individual workers. s

/

The human consequences of the guaranteed annual
income : o

The study sheds light on a variety of issues. For example,
attention was devoted to how the union obtained the guaranteed
. ihcome program; How the men viewed their union and on their
political views. Also, it used this case study as a means to observe
much broader matters such as issues of tlass, exploitation,
sources of social change, and the role of labor in contemyporary ~

American society.
) For persons concerned with employment and trairfing, several

issues and findings will be of interest. First, despite the men’s
"obvious pride in their former accomplishments as longshoremen, .
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they apparently went to considerable lengths to avoid working
when given an opportunity to do so. Clearly, there was very little
incremental financial incentive for them to take the work. Yet

this strongly consistent pattern appears surprising in the light

of statements by workers indicating ,that they. missed the

camaraderie of the work. It is similar to the nostalgia expressed

by military veterans who were pleased to leave the service and
would not return of their own volition. What may set apart
longshore work (and the military) from much other ‘work in our
society is its inlrerent physical risks. Most of DiFazio’s sample
consisted of suyvivors, that is, men who had worked for 30 or
more years and who retained no permanent physical disability

because of it. In that light, their demonstrated avoidance of

actual work is easier to geconcile with the pleasures they had in
reliving past workplace experiences. '

Of thé group of 35 men, the only ones to take second “jobs”
were those who had moonlighted while still working (actively) as
lgngshoremen. The majority of the men did not work at other
jobs—on or off the books—and instead used their cdnsiderable

amounts .of free time in activities related to their families

(babysitting or cooking and cleaning), sports (primarily as
spectators and in gambling), civic or community activities, or
union affairs. These mef were ¢ffectively precluded from avail-
ing themselves of rétraining gr from seeking other full-time
work.

The mén seemed quite cohtant with their situations, and there is no
sense that they were frustrated by their lack of productive work as
longshoremen. .

T4

These men believed that they had earned this privileged posf—
tion of drawing pay for no actual work. Strikingly, nothing in
DiFazio's study suggests that this led to a loss of any self-esteem.
‘The men seemed quite content with their situations, and there is
no sense that they were frustrated by their lack of productive
work s longshoremen. : :
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' provided adequate outlet and reinforcement of their self-esteem. - —
Lurking behind the study is the question of the most humane

way to deal with permaneht job displacement of the sort en-

countered in New York longshore work. The union’s willingness .

to accept containerization was: bought with the guaranteed ap-

nual income provision of the contract. Many will see this as a

victory for the workers involved. Yet by having the men uselessly

tied to the hiring hall for the very rare inistances when they are

needed to work, the agreement effectively blocks these men

from using their skills in the.workplace. o

Their daily 'aihg"\ities away from the hiring hall appear to have -

.

»

-
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" DISSERTATION TITLE
The Growth of Teacher Bargaining and the E naclmmt of Teacher Bargammg Legislation

L)

AUTHOR
GREGORY M. SALTZMAN

Department of Economics
. University of Wisconsin

The size of labor upion membership )

Three decades ago, a debate broke out over the future course
« - .of unionism in the United States. On one side was a group
known‘ as “saturationists,” who argued that American trade
unions had hit their peak in membership and organization and
that their size would decline relative to the overall labor force.
'On the other side were those who suggested that American
unions were on a plateau and that a future surge in membership
could be expected. According to this view, the history of trade
union growth was not one of steady, long-term growth, but
instead a series of spurts each followed by periods of consolida-
tion.* This group argued that the early 1950s was a temporary
lull before renewed growth.
. The issue of union membership is more than a matter of
academic curiosity. It is widely ackpowledged that union growth
or decline serves not only as an indicator of the strength or
»weakness of trade unions; it is dlso a source of that strength. For
example, a larger labor movement is seen as the source of more
money, campaign workers, and voters for politicians that are
sympathetic with the aims of the union.

34
ou

VAR




‘;{’ N -'_‘ f. L . * . o . o 2t v L - 7 - S s
.- BARGAINING BY TEACHERS

Most of the past research in the field of trade union member-

* ship has pointed to four sources of union membership change.

’ First, a variety of economic determinants affect union size. Aside

from changing price levels and business profitability, a consistent

finding is the positive association between the business cycle (or
-labor market tightness) and union growth.

Second, the political and social climate in which labor and
management find themselves affects union strength. For exam-
ple, some theorists have argued that during periods of social

. crisis, workers turnt to unions, and membership grows.

- ‘Thirdythe public policy or legal ¢ xt affect membership.
According to this view, the surge in unipbn membership in .the
1930s was largely a product of the Norifis-LaGuardia Aci, the
National Labor Relations Act, and othel legislation viewed as
highly supportive of trade unions. .

Fourth, strategy and organization of fhe unions and of man-
agement determine union strength. e quality of the lead-
ership of a union or the trade union movement helps explain
union membership expansion or contraction.

~ With the advantage of three decades of hindsight, it'is appro-
priate to ask which prognosis of the unions’ future has proven to
be correct. If one applies a strict yardstick, both those who
predicted decline and those who predicted resurgence were less
than prescient. Trade union membership as a proportion of the
nonag-icultural labor force reached a peak in 1956 and has
fallen since then. At the same time, however, unionism has
grown considerably among white-collar and public sector em-
ployees since 1961. This growth has kept total union member-
ship from declining at a4 precipitous rate over the past two dec-

N ades.

The growth of unionism in the public schools

. The general purpose of this study is to refine the existing-
theories of union growth and union character, with a,view
toward enabling researchers to better predict future changes.
The more specific goal is to explain the growth of unionization
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among public school teachers in the United States in the pait 20
years. -

Saltzman examinied the economic, polmcal legal and organi-
zational context in“which teachers unions have mushroomed. He
argued that there are several reasons for studying the experience
of this occupational group. First, teachers share many of the
same characteristics of workers who are currently not unionized,
and thus may provide more informed projections of future
union growth Second, union growth has been stimulated by the
competition of two large organizations that have sought to repre-
sent teachers. Saltzman believes that a study of this sector will
contribute to an appreciation of the relative effectiveness of
alternative union strategies. It can also shed light on the impact
of rival unionism on union growth.

Analyzing state differences

Saltzman used several different approaches to analyze the

" questions he raised. First, using published materials he examined

the spread of teachers unions since the early 1960s. When were
laws enacted by the states that contributed to union growth?
What did these laws provide? Aside from an analysis of the laws,
he examined historical documents.

Second, much of the study was shaped by the product of
extensive and loosely structured interviews,of 70 people, 22 of
whom were associated with the American Federation of
Teachers, 24 with the rival National Education Association, 13
with school management, and 11 others, including academic
researchers, with experience in this field.

Third, this review of the historic record and the perspnal
interviews allowed Saltzman to specify five separate models of
bargaining coverage and teacher bargaining laws. Each model
was estimated using multiple regression techniques. Aggregate,
statewide data from 1959 to 1978 were used to gestimate the
regression coefficients. In some cases, cross-sectional data were
pooled with time series data.
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. Saltzman’s first model focused on the extent of interstate vari-_-
. ation in collective bargaining for teachers. This model attempfed
to explain the annual change in the proportion of teachers in a
state covered by bargaining contracts. The second model sought
to explain the level of (not the changes in) the proportion of
teachers in a state covered by a union contract.

A third model asked why the “market share” of the AFT was
larger in some states than in others. The fraction of teachers
covered by collective bargaining whose contracts were negotiated
by the 'AFT was the variable that Saltzman-analyzed.

The fourth model dealt with the reasons that states change
“their collective bargaining laws. As such, what variables e re-
lated to the probability that the state’s’ bargaining law for
teachers became more pro-union during a particular biennium.

The last model focused on the character of-the law enacted by
a state that changed its law. Saltzman sought to find correlates of
these categories of state practices:

e explicit prohibition of collective bargarning by teachers

® no existing statute or applicable court ruling regarding the
right to collective bargaining

® school boards expressly authorized to bargam

e school boards required to bargain with unions representing a
majority of teachers

® administrative agencies that determine bargaining units and

enforce unfair labor practice prohibitions

® compulsory arbitration or a right to strike

Sources of union success

«

Teachers unions can exist even-where a state's collective bar-
gaining law is not conducive to collective bargaining. It is also
possible that state laws encourage unionism even in the absence
of widespread teacher representation. Industrial relations spe-
cialists have dgbated whether supportive legislation leads to
growing unionism or if it is the consequence of it, Contrary to
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..
what many earher researchers have reported, this study found
that the enactment of mandatory bargaining laws is more im>
portant than other factors in explaining the growth of teacher
bargaining coverage. Other factors that are important in ex-
plaining the extent of teacher unionism in a state are.the pro-
portion of teachérs in the state”that are male, the degree to

* which the state is industrialized, and the state's ‘unemployment

rate.

The most important factor associated with the share of
unionized teachers belonging to an AFT affiliate was the fraction
of the labor force in that state belonging to all unions. The
AFT tended to best the NEA in states where private sector
unionNism was more pervasive.

The most important factor associated with the share of unionized
teachers belonging to an AFT affiliate was the fraction of the labor

force in that state belonging to all unions. v

"

In seeking to explain why a state might make a pro-union
change in its bargaining law during a biennium, Saltzman found
several statistically significant relationships including the bar-
gaining law pattern set by contiguous states. Other variables that
were associated with pro-union legislation were recent gains for
the state's Democratic partv; the elimination of patronage in
government employment; “igher levels of industrialization;
greater strength in the state for the American Federation of
State, County and Municipal Employees (AFSCME); and previ-
ous increases in bargaining coverage. Do permissive laws account
for the growth in union coveragé or is it that growing unionism
leads to more laws that are more favorable to bargaining? He
concluded that the impact of legal changes on the extent of
hargaining was_more important than the impact of growirfg
bargaining was “on the type of law in effect.

Laws tended to be permissive or positive toward teachers
unionism in those states with relatively high real per capita in-
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come, AFSCME membership, total union membership, and ur-
banization and where a large proportion of neighboring states
had mandatory bargaining laws.

Saltzman argued that teacher bargaining spread in part be-
cause school boards and superintendents have accepted white-
collar unionism more readily than did private-sector employers
when they were first confronted with laws giving rights to collec-
tive bargaining: Also, competition from the AFT helped spur the
transformation of the NEA into a trade union. Saltzman found
that in some large school systems, collective bargaining preceded
the enactment’of laws requiring the recognition of majority rep-
resentatives. In conjunction with his finding that the enactment
of supportive legislation is a major determinant of bargaining
coverage, the primary impact of legal changes are likely to be felt
in small and medium-size school systems. The unionization of;
very large school systems appears to be less dependent on sup-
portive legislation.
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UNEMPLOYMENT DURATION
AND REEMPLOYMENT /

DISSERTATION TITLE

Unemploymen: Duration and the Quality of Reemployment After Layoff as a Function of
Indswvidual Differences in Labor Murket Behavior

AUTHOR
MaRry LYnN BRaswelLl

Graduate School of Business
Columbia University

J
Structural unemployment and duration of joblessness

Unemployment rates for the decade of the 1970s reached the
highest level since the 1930s. For that reason alqpe, it is hardly
surprising that many researchers have examined both the
sources and consequences of these high rates. One area of
analysis that has received considerable attention is the duration
of unemployment for the individual worker. A substantial re-
duction in the average worker’s duration of unemployment can
reduce the unemp'syment rate considerably. Alternatively, the
inciease in unemployment rates over the past 20 years may be
attributable to certain changes that have increased the length of
time that unemployed workers spend between jobs.

.

. .)Almost 60 per cent of the sample felt that their previous work in
the public sector hindered their employment search.

Ut
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Changes in the duration of unemployment may have consid-
erable consequences for public policy. Put simply, very short-
term, frictional unemployment is unlikely to respond to public
policy measures, nor may it be an especially significant problem
that needs such attention. Longer-term unemployment may be
primarily a phenomenon of the business cycle, and as such is
thought to be most appropriately dealt with through monetary
and fiscal policy. Unemployment that is resistant to such policy is
seen as structural in nature. Structural unemployment has been
the primary focus of employment and training programs. Not
surprisingly then, issues relating to the length of the spell of
unemployment have received considerable attention from man-
power research specialists.

Measuring the success of job search efforts

Biaswell's study has two broad goals. First, it seeks to identify
those variables thar can explaig the duration of one's unem-
ployment. What personal characteristics of the worker, including
his financial status and his behavior, explain the duration of the
period of unempioyment? To what extent do local labor market
characteristics also explain such differences in success in finding
work? Second, it seeks to explain those factors that relate to the
quality of the employment found by the worker. Braswell sought
to identify those factors that explain the success that unemployed
job seekers have in terms of the nature of the work evéhtually
taken. Indeed, she also sought to predict who will remain at the
newly found job and who will become unemployed again.

L 4

Sources of prolonged job search in unemployed public
sector workers

Braswell's study relied upon data derived from interviews with
185 protessional New York State government and New York City
municipal emplovees who lost their jobs in d970-78. The sample
was drawn from three occupations—high school teachers, city
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probation officers, and former state workers residing in New
York City. Trained interviewers used a survey instrument con-
taining 143 questions, many of which were divided into item-
level subparts. These questions along with 13 open-ended ques-
tions, provided Braswell with the data base that became the core
of the analysis.

The group studied was characterized as primarily

professional/technical workers (87 per cent), very well educated -

(the average respondent had over 17 years of education, and
white (90 per cent). The sample was expressly limited to individ-
als who received, or were eligible to receive, at least three weeks
of unemployment insurance benefits subsequent to their layoff.
Using the theoretical constructs and empirical findings of ear-
lier researchers, predictor vanables were grouped into eight con-
ceptual constructs:

® worker qualifications: these variables were represented by age,
educational attainment ievel, total years of work experience,
pre-layoff occupation, and unemployment €xperience prior
to this spell

¢ the labor market: the extqnt of unemployment in the area
prior to the worker’s layoff was used to measure conditions
in the market »

® financial incentives: these variables sought to capture the fi-
nancial condition of the unemployed worker and included
the number of dependents, the degree of income loss, and
changes in consumption patterns following loss of work

¢ psychological incentives: included here were measures of the
respondent’s work ethic and the extent to which he or she
was committed to the goals of economic and occupational
achievement

® job aspirations: this was an attempt to evaluate the clarity or
specificity of the job preferences held by the unemployed
person '

® wage aspirations: this variable measured the percentage
change in wages from the city or state job that was lost to the
one carned after the lavotf
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® job search: a set of variables was used including the gumbers of

- methods used to look for work, the types of jobs applied
for, and the hours each week spent in search )

® job offers: this variable was the number of job offers received,

adjusted for the length of time unemployed -

These clusters of variables were used to explain the duration
~of unemployment. Braswell used a path analytic model to sort
out the predictor variables and to assess the direct and indirect
contribution of each of the predictor variables.

The same set of predictor variables was also used to evaluate
the quality of the job eventually taken. Six se€parate variables
were used to measure quality, including socioeconomig status or
prestige, expressed satisfaction by the worker, and attitude
toward turnover as well as actual turnover in the new job.

Predicting outcomes of job search

The study has too many findings to allow more than a cursory
summary here of the more important ones. Braswell was not able
to predict very well the qualitative outcome of the search process
but did fare better in answering the duration question. Major
findings of the study were:

e job search efforts were the major factor explaining the dura-

tion of unemployment: the more extensive and varied the
" means of search used, the shorter was the period of unem-

ployment

o the extent of job search efforts had little impact on the quality
of the job feund

e the greatest influence on search behavior was the respondent’s
initial job aspirations: rigid adherence to these aspirations
extended the duration of unemployment, especially for
non-wage job aspirations

e the larger one’s level of financial resources (assets), the less
active and extensive was the job search ,

e wage declines did not vary with length of time unemployed
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® almost 60 per cent of the sample felt that their previous work
in the public sector hindered their employment search.
Three reasons were given: about half thought that em-
ployers believed that they would work only temporarily and
return upon recall to their previous jobs; a quarter believed
that employers were prejudiced against them, thinking that
Aublic sector workersﬂw

search because employers viewed them as overqualified or
too specialized in their skills

e workers who experienced the greatest cutbacks in consumption
and who had the largest number of financial dependents
experienced the largest wage decline in jobs found

® the greater the job satisfaction, the greater one’s qualifications
fit a job as assessed by the respondent; and the smaller the
downward occupanonal change, the smaller the probabxhty
of a subsequent job change '

45 ' 60
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Explaining occupational choice

Over 200 years ago the father of modern economics, Adam
Smith, suggested that job seekers evaluate the attractiveness of
Job alternatives on the basis of their comparative wages,
agreeableness, amount of training required, responsibility en-
tailed, and likelihood of future success. No order of priority
among these five was suggested. With several different factors of
importance to a job seeker, some scholars have argued that
trade-offs could occur such that a higher ranking on one of these
values could compensate for a lower ranking on another. Since
Smith’s time the preponderance of views regarding job choices
has been consistent with his general proposition, that is, that the
choice of an occupation or a job is made within a framewerk of
maximizing one’s overall expected advantage.

For the past few decades, however, the use of this framework
has come under attack. Challenges to this point of view have
come from several sources. Some scholars argued that the pro-
cess of job choice was nonmaximizing because evidence demon-
strated that some individuals accepted the very first offer that
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met or exceeded some basf, acceptable wage level (the reserva-
tion wage). Others pointed to certain human cognitive limitations
as the basis of suboptlmlzmg behavior.

One recent argument is that there are widespread mdnvxdual
differences in choice strategy. Accordmgly, it may make little
sense to argue that a single, general model of choice is appropri-
ate.

The exploding 'volume of research and literature on job search’
demonstrates. that it is not simply the characteristics of a job that
determine what a person will find and take. Both the knowledge
of labor market conditions and the 1htensity of job gearch affect
the type of choices that will be available to the 1£vidual. °

Expectancy theory proposes that the decision & pursue an
alternative job depends not simply on its characteristics, but on
the perception that the pursuit will result in success. While not
inconsistent with the maximizing behavior modeled by
economists, expectancy theory emphasizes the iriportance of the -
belief that the search and screening processes will meet with
success in the form of a job offer. ~ ‘

The factors that explam occupational or job choice are of
immenve—ipBTiance to a wide variety of individuals. Employ-
ment recruiters, personnel specialists, school counselors, admin-
istrators of employment and training programs, and private and
public sector job placement officials, to name but a few, must
regularly deal with such issues. How do individuals make career
choices? What factors seem to play the most prominent role in
these decisions? Is behavior consistent with individual ex-
pressions of preferences? ’

Factors related to individual job choice

The purpose of this study is to evaluate how individuals make
choices among alternative job opportunities. Rynes~specific ob-

jectives included the determination of the relative importance of

pay, type of work, geographic location, and the likelihood of
rapid promotion in the job preferences of undergraduate stu-
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"dents who were soon to graduate and who were given informa-

tion about hypothetical job opportunities.
Several of the basic questions analyzed were:

® is the range of potential salaries among alternative hypotheti-
cal jobs important in explaining individual responses?

@ what differences exist between individual expressions of gen-
. erally desirable job attributes and their own responses to
various hypothetical jobs with specific clusters of work char-
acteristics?

¢ in assessing trade-offs among the characteristics of hypotheti-
cal job opportunities, does the salary variable move in a
smooth, incremental manner or in terms of larger, discrete
blocks? -

-

Experiments on business and education students

Rynes used two distinct studies or expenments to test various
issues relating to occupational or job chdice. In her first study, 10
management-marketing students at a major midwestefn univer-
sity were asked to evaluate hypothetical job descriptions, appro-
priate to their educational training. Since job placement statistics
showed that starting salary options for such students at that time
varied by $8,000, this group was thought to be dn ideal one for a
study of reactions to pay differentials. Aside from salary, job
descriptions provided information on geographical location, type
of work, and opportunities for advancement. The subjects were
asked to apply the same standards that they intended to use in
their job searches. They were asked to assess both the attractive-
ness of the hypothetical jobs being described and whethe. they
would want to interview for any of these jobs. Each subject saw a
card containing one of two types of work (sales trainee or man-
agement trainee), one of three possible locations, one of five to
ten possible salaries, and one of two lengths of time before first
promotion. .

Subjects participated individually in two experimental sessions
where they were shown descriptions of the hypothetical jobs.
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Aside from the assessments of the jobs, the subjects provided
self-reports on those job attributes they considered to be impor-
tant and self-perceptions of evaluative .strategies. These data
were designéd to determine the degree to which the self-report

provided equivalent results with the data on whether they wished |

to interview various firms with specific characteristics.
The second study focused on the impact of expectations on

-judgments of job attractiveness and the willingness to interview

for the position. In this experiment, 10 elementary education
students were selected to participate as subjects because of the
very poor labor market demand for students from this field for
several years prior to the research. For this reason it was the aght
that information pertaining tq the likelihood of obtaining a job
offer would be of greater meaning to these students.

Data from the education placement office at the university had
shown very little spread in starting wages offered to this type of
student. For this reason salary was not one of the varisbles
included in the various job descriptions for these students (sub-
Jects were aware of the uniformity of low wages in this field).
The students were shown jobs that varied by geographic loca-
tion, type of school, and the grade level to be taught. Each of
these characteristics was assigned three levels of expectancy, that
is, the probability that the individual would receive a job offer if

! . . e . .
. he or she were to interview for.it. No explanation was given to

the subject as to the source of these probabilities.

1 4

The importance of alternative job attributes

One of the most significant results of the first study was the
consistency with which salary was the most important factor in
the subjects’ assessments of job alternatives. For all 10 subjects in
the first study, no other attribute of a job surpassed salary in
contributing to a suhject’s preferred job choice. While no one can
doubt that pay levels matter, some scholars have placed other job
attributes above it in importance to job seekers. Rynes speculates
about several reasons for her findings. She cites the expressed

—
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view of one subject who observed, “After all, what do you really
know about a job before taking it, other than what is is going to
pay you.” Rynes suggests that students in the business area may
be more motivated by pecuniary considerations than persons in
other fields.

Rynes found nonlinear responses to pay differences, that is,
most subjects responded to equal (dbsolute) salary increments in
an “unequal” way. Patterns Tonsistent with a reservation wage
behavior were clear. Seven of 10 subjects indicated an unwilling-
ness to interview for any of 24 alternatives at a salary of $8,000
(the lowest hypothetical wage). Additionally, in the post-
experiment questionnaire, each subject expréssed an intention to
exclude jobs from the interviewing process if the wage was below
a particular level.

In about half the cases, self—reported rankings of pay im-
portance were lower than those inferred from the respondent’s
reported willingness to interview for a given job. The two
methodologies also tended to provide inconsistent results in
terms of minimally acceptable wage levels. For example, six of
the 10 subjects reported reservation wages that were higher than
pay levels at jobs for which they indicated previously a wﬂlmg-
ness to interview. This may suggest——and serves as a warning to
survey researchers—that acceptable minimum wages reported by
respondents may be higher than the actual wages a worker will
take if offered a job.

. acceptable minimum wages reported by respondents may be
higher than the actual wages a worker will take if offered a job.

The second study provided only mixed support for expectancy
theory. Typically, job attainability did not influence evaluations
of job attractiveness, but the majority of the subjects’ expecta-
tions regarding the probable success of their job search was
important. However, high probabilities of obtaining a job offer did
little to overcome the basic unattractiveness of certain attributes
in decisions to seek job interviews.
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Subjects in this second study also reported reservation levels
for certain job attributes in postexperiment interviews that they
nevertheless disregarded when deciding whether to interview for
the position. In those cases they expressed an interest in inter-

‘viewing for the job in question, even though it did not meet _

self-reported reservation levels for location or type of employer.

Finally, Rynes reported that significant individual differences
emerged in terms of several important issues such as the relative
importance of the various job characteistics, tendencies to set
. minimal attribute constraints, and reactions to differential levels
of expectancy of receiving a job offer. This finding lends some
support to the theory that a single, general model of job choice
may not be appropriate.
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Responding to the loss of a job . 4

The study of the job search process has received a consider-
able amount of attention from researchers over the past decade.
Job loss creates a variety of economic and psychological tonse-
quences for the worker, which are thought to affect the process
of job search. The re\zsponses of workers are known to vary
according to a number of conditions. Temporary layoffs lead to
different responses by the workers than do permanent plant
closings. The type of search that follows the job loss is related to
the location of the shut-down facility. Differences of race, gen-
der, age, education, and marital status are also thought to influ-
ence the job search process. '

Much of the previous research on job search has tended to be
drawn from one of the traditional academic disciplines—for
example, economics and psychology. There have been relatively
few efforts to use the tools of several of these fields to more fully
capture the kinds of responses that occur in the face of job loss.
Moreover, the existing studies tend to focus on the responses of
workers at a single, discrete point in time, thereby pl'ovidin/g no

P
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insight into the changes in attitudes and behaviors that can occur
in workers with extended periods of unemployment.

Adaptation and job search

This study addresses two sets\of isSues. The first focuses on
adaptation to job loss. Are workers able to maintain stable emo-
tional and family behaviors in the presence of prolonged unem-
ploymeni? To what extent are older workers better able to cope
with such loss? . -

The second set of issues involves the psychological and eco-
nomic factors that help explain the process of job search. In-
" deed, Lenz argues that one indicator of adaptation to job loss is
one's subsequent job search behavior. Is the process of search the -
result of a conscious, planned, long-term strategy, or is it more
haphazard than that? To what do workers attribute success or
failure in the search process?

A permanent plant closing in a rural community

The principal data used in this study were taken from the
personal interviews of 96 employees—about 10 per cent of the
total work force—who lost their jobs in a permanent plant clos-
ing. The plant was located in a rural community of about 5,000 .
people, 70 miles northwest of Chicago. As a manufacturer in the
television and electronics field, the firm overated in this town for
30. vears, closing its doors in 1978 in the face of competition
from Japanese firms. At one time, employment in the plant
reached almost 6,000 falling off to about 3,000 in the early
1970s. When the plant was closed in 1978, it employed 936
persons. The plant was the largest single employer in the area
‘and had the reputation of paying wages above those prevailing
in other shops in the area. Labor-management relations in the
plant, historically, had been highly cooperative.

Lenz conducted her study in three waves of interviews. The
first survey was taken soon after termination. Wave 2 data were
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collected from 56 of the wave 1 employees about 3 months later,
by which time severance payments and vacation benefits had
been exhausted The third wave of interviews was collected 6
months after unemployment began, when unemployment insur-

.ance benefits had ceased for most workers. Forty interviews were

conducted in wave 3.

The correlates of adaptation and job search behavior were clus-
tered into four categories. First, a group of demographic char-
acteristics was used to measure the deterrents of reemployment.
These variables were age, sex, race, marital status, and educa-
tional attainment.

A second cluster of variables was termed “net advantage” and
sought to measure the trade-offs among the different factors
associated with job alternatives. Tais concept was operationalized
in terms of three specific dimensions: the importance to the
worker of job attributes, the desired commuting distance, and
the worker's reservation wage (the lowest acceptable wage for the
worker).’ '

A third cluster was termed “economic viability” and repre-
sented a measure of the degree of an individual's needs. lLenz
sorted this into two elements: one's flow of income and one's
expenses, :

Unlike the first three clusters of variables, the fourth was a
psychological construct. According to Lenz, “personal control”
can be measured in terms of three indicators: attributions of
control, self-esteem, and expecuations of success. The first
indicator—attributions of control—refers to whether people as-
sign internal or external attributions to performance outcomes,
that is. Is success thought to be likely 2 matter of luck or of skill
and effort? What reasons did a worker give for job loss and for

job search failure? Self-esteem was measured in terms of one's

sense of self-worth and competence. The expectation of success
was operationalized as one's confidence in the likelihood of
finding an attractive job.

These four sets of measures were used to explain two depen-
dent variables. The ¢ffort expended in job search was measured

4
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by the hours devoted to search, and the number of interviews
the worker had. Job search skill was measured by the number of
sources of information about jovs and a self-assessment of the
helpfulness of each. The researcher employed correlation
analysis and multiple regression to analyze the interview data.

Effort and skill in job search

One of the findings of this research was that patterns of
behavior emerging from an analysis of one round of interviews
were not necessarily repeated in subsequent rounds. This can
serve as a warning to those in this field who niu-t interpret
survey research data based on single rounds of interviews.

lLenz tound that the personal control measure (and its com-
ponents} were statisticallv significantly related to job search effort
for the wave 1 interviews. The more one felt in control of
himself or herselt and the more optimistic about the chances for
success, the greater were one's efforts to secure work shortly
after being laid off. \

" The more one felt in control of himself or herself and the more

optimistic about the chances for success, the greater were one's
efforts to secure work shortly after being laid off.

The effect of the sense of personal efficacy on job search
etforts waned with time. By three months after job loss, people
with high self-esteem were no more likely to devote considerfible
ettort to job search than persons ranked low in the personal
control varable.

'he measure of “economic viability™ was found not to vary
ssstematicallv with either job search effort or skill. Even taking
account of the worker's age and level of educational attainment,
job search ettort or skill was not correlated with the measure of
one’s income flow and expenses,
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The "net advantage™ measure(s) showed differing degrees of
strength across the three waves of interviews. Generally, the
importance of the reservation wage and commuting preference

mcreased with time. For example, in wives 2 and 3, the higher -

the acceptable wage required by someone, the lower was the
range of sources of information used by respondents to learn
about jobs. The reservation wage was positively correlated, how-
ever, with job search effort in both waves 2 and 3. Typically,
those who had reduced their reservation wage found work.
The importance of the demographic variables grew with time,
so that by wave 3 this cluster was the major predictor of#oth job
search skill and job search effort. Generally, men reported more
Job search activity than women. Marital status was significant in
several instances as were educational attainment level and age.
Many of the study participants appeared to believe that job
search success was random. Most felt that reemployment success

wis outside of their control. According to the researcher, most -

“lived one day at a time, refusing to make plans or even to
speculate about the future.”

The location of the research was one of high unemployment
and few prospects for finding new jobs. Ngnetheless, only 4 per
cent of the sample considered relocating as a way to find new
cmplovment.

Finallv, Lenz tound that Trade Adjustment Assistance benefits
were considered an unreliable source of income tor respondents,
who reported never knowing when checks would be available or
whit wmounts would be paid to them.

ETD)
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The importance of human capital theory

For as long as economnics has existed a central concern has
been to explain the source ef the value that a given commodity
possesses. For much of its history, labor economics represented a
branch of economics concerned with the analysis of how labor,
specifically, commanded the value that it did. Interest in the
value or price of labor mounted in the early 1960s when
cconomists such as Gary Becker and Theodore Schultz intro-
duced&concept of human capital. The theory fundamentaily

‘recast the established framework for explaining the value that
labor held. Additionally, it enabled economists to better under-
stand many of the decisions made by individuals or employers
with regard to such matters as training, schooling, and health.

One of the essential elements of the human capital theory is to
view decision-making in terms of its impact over periods of time,
including an individual's (working) lifetime. Just as a rational
business person assesses a potential investment decision in terms
of all its costs and eventual benefits, appropriately discounted,

9
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s0, too, are decisions made by or for individuals regarding those
expenditures that will enhance thcir present or future produc-
twny Since it is precisely one’s producuvnty that is thought to
hesf‘ﬁ’pldm one's level of earnings, it is clear why human capital
theory became so significant an element of modern labor ecd-
noinics.

Earnings determnants of younger workers

Tihe purpose of this study is to analyze and explain the re-
lationship between patterns of work experierce, both planned
and actual, and the earnings of young women. By using and
testing the human capital analysis, Garvey explored issues of
mimense social concern. While her work did not deal directly
with public policy,dt may have substantial implications for Title
VII of the Civil Rights Act, school counseling, and education
policy at all levels of government,

Garvey's study can be summarized in term$ of the central
questions she examined:

e what are the ditfferences, if any, between the determinants of
voung women's earnings on rheir first job after completing
their formal education and their earnings over the sub-
sequent years? |

e do voung women who intend 1o work continuously over the .
lite cycle invest more in themselves in on-the-job training
than do women who interrupt their labor force attachinent
when they marry or have children?

e whut is the impact of such withdrawals from the labor force on
the future earnings of these women when they return to the
labor torce® Is such impact felt only at the time of reentry to
the labor force, or do they have a sustained impact on
wormnen's carnings over the long run?

® do voung women who withdraw from the labor force when
thev have their first child invest less in on-the-job training at
the start of their working lives than do voung women who
patticipate continuoysly?
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¢ will postschool experience increase an indivigugl's wages at a
decreasing rate as human capital theor edicts?

o are there important differences in the determinants of the
wages of young men and young women? To what extent
does the human capital formulation capture these dif-
ferences?

¢ how miuch of the male-female wage gap can be explained by
differences in avork experience and investment decisions of

gyoung men and young women and how much is unex-
plained?

Estimating earnings functions using longitudinal data

Garvey drew on the National Longitudinal Surveys of Work
Expzrience sample of women, aged 14 to 24 as of January 1,
1968, to statistically estimate her earnings functions. At the time
of her study, seven years of data were available on this cohort,

- consisting of six years of personal interviews conducted annually

from 1968 to 1973 and a telephone survey made in 1975. Gar-
vey's sample was reduced to 2,336 individuals after identifying
and selecting thpse women who had been on their first job after
leaving school for no more than one year and who reported a
wage rate for this job.

One of the critical variables in this study was based on the
question “What would you like to be doing when you are 35
vears old*” The signifitance of the question was that individual
expectations about the future can be expected to shape many of
the shorter-run labor market and schooling decisions of these
vounyg women. For example, it is hypothesized by human capital
theorists that persons planning to work more years over their life
cvcle will likelv invest more in the acquisition of human capital.

The bulk of the study focused on the earnings patterns of
voung womnen. Garvey used the National Longitudinal Survey
tor voung m.les to observe any differences in patterns between
sexes. She drew from eight surveys of young men that were
completed at the time of her work. Multiple regressions were
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estimated on the earnings of ‘younger females and males using
the available longitudinal data.

Explaining earnings patterns in a human capital
framework

Much of this analysis focused on investment in the training
of people. It is necessary to distinguish two types of training
received. Specific training will enhance the productivity of an
individual in that particular employment. The acquired skills,
however, are not transferable to other employment. By contrast,
general training enhances a worker’s productivity beyond her
* curvent employment; the worker would be able to change jobs
and employers without having to work at a diminished level of
productivity. Empirically, it is not possible to precisely sort out
whether training is specific or general, so that some rough prox-
ies for these forms of training must be employed.

Young women with a strong attachment to the labor force
were more likely to invest in general training than were those
with a more casua! attachment; it was not surprising that the
former were found to earn more. Even the initial earnings of
more attached women were found to be greater. The earnings
profile of the more attached womei, therefore, began higher
and rose more rapidly over time.

[

-

Young women with a strong attachment fo the labor force were
more likely to invest in general training than were those with a more
casual attachment.

¢

Investiment in specific training was found to be inversely re-
lated to young women's future work plans. Young women who
reported that they planned to work at age 35 were found to
invest more in general than in specific training. Those Young
women planning to be homemakers at age 35 seemed to prefer
specitic to general training.

’
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Young men tended tc invest more in.both general and specific
training than did young women. For those young women with
stronger lifetime labor force attachments, investment in either
torm of training closely matched that of the young men.

The withdrawai from the labor force that was associated with
the birth of a first child significantly decwreased earnings. The
size uf this effect diminished after women returned to work and,
presumably, restored and embellished their previous skills.

Very little of the gap in starting wages between young women

and young men was explained either by average differences in

work experience or by differences in training. The same unex-
plained differences existed in the early life cycle earnings gap
betwee.\ young men and women.

Generally, Garvey found that the human capitai framework
was usetul for analyzing earnings patterns and investment deci-
sions although it could not help explain some differences in
male-female earnings patterns. While obvious limits exist in any
effort to explain individual earnings patterns that cannot mea-
sure differences in ability, motivation, and personal attractive-
ness, tor example, the measured human capital variables were
useful and found to be consistent with hypothesized expect.i
tions.
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-
Explaining male~female earnings diffef;xces

There is no need to document the intense nagure of the inter-
est in sex-based earnings ditferentials. GoverAment offiaals,
employers, women'’s g.oups, labor unions, and others have had
to deal with the reality of earnings levels for women that are
systematically lower than for men, even controlling for certain
factors that conventionally are used to explain earnings.

One of the theories that has received some substantial atten-
tion in this regard places considerable emphasis on the intermit-
tent nature of the labor force attachment of females. It is afgued
that there is a considerable loss of human capital for females who
leave the labor market at the time of marriage or child-rearing.
That time spent out of the labor force is believed to affect the
subsequent earnings profile of the person.

Another theory, not necessarily at odds with the intermittency
argument noted above, focuses on the tendency of certain occu-
pations to be heavily dominated by one sex or the other. Since
certain occupations appropriately can be labeled as female-typed
jobs, some have proposed that this clustering tends to increase
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ment discrimination in the predominately male-typed jobs fo
women to group themselves in the traditional, nondiscriminating
sectors, and that this results in the observed sex-based earnings
differential. '

If the earnings gap between men and women derives from job
clustering by sex, the implications for public policy are enor-
mous. For example, if such clustering is declining, as appears to
be the case, earnings differences between males and females
should narrow, even without government pressures to achieve
this. It also provides a clue as to which of the forms of sex
discrimination in the labor market warrant greatest attention by
those responsible for enforcement of antidiscriminatinn pro-
grams. By contrast, if earnings differences are substantially due
to the intermittency of employment associated with childbirth
and child-rearing, other (or no) measures would seem more
appropriate” to deal with earnings differences.

Occupational crowding, intermittent attacnment, job
history, and earnings

This study seeks to explore the significance of both occu-
pational segregation and the intermittency ot women's work ex-
perience in terms of female earnings levels. Earlier studies were
somewhat handicapped by having limited o1 no data on individ-
ual lifetime work histories. This study also sought to shed light
on the movement by women into and out of jobs in the segre-
gated occupational sectors. What impact, if any, did such move-
ment have on later earnings levels?

Gwartney-Gihbs argued that there are four major charac-
teristics of a job history that can help explain earnings levels.
These are:

o the “intensity of past work™ (as represented by the full-tiine or
part-time nature of the work)
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@ the duration of work with an employer
® the degree of interemployer mobility
® the intermittency of past labor force attachment

A survey of married couples in the Detroit metropolitan
area

Gwartney-Gibbs used familiar statistical tools to explain exist-
ing levels of earnings and type of employment, if any, for a
relatively small number of females. Whil® her own analysis does
not appear oriented toward the human capital theories of-earn-
ings, much of her empirical work was devoted to replicating and
testing the findings of that school’s advocates.

The empirical analysis was based on a small but rich set of
data, the Survey of Family Life, obtained in 1978 by interviews
through the Survey Research Center of the Institute for Social
Research at the University of Michigan. Detailed, usable inter-
views were_conducted with 299 married couples in the Detroit
metropolitan area. The sample was stratified into three groups:
Type Is are dual-career couples with no children, Type IIs are
dual-career couples with children, and Type IlIs are single-
career couples (husband working) with children. The sample was
limited to coupies with the following characteristics: white,
English-speaking, married at least 5 years, wife aged 30-45 with
at least one year of high school education in the United States,
hushand emplogbd 20 hours or more per week in the prior year,
and (if dual career) wife employed 20 hours or more per week
for pay in the prior year.

A detailed employment history was obtained from all persons.
It contained the respondent’s industry and occupation, the rea-
sons for leaving a job, the hours of work, and the length of job
tenure. Occupational prestige scores were assigned to jobs.
Earnings, however, were obtained only for the year prior to the
interview. The lengthy job histories covered a period from when
the respondent was age 18 to the time of interview.
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Careers, children, and earnings history

One of the Wportant and controversial findings by
Gwartney-Gibbs was her rejection of the depreciation hypothesis,
that is, that human capital depreciated with time spent out of the
labor force. Some economists have argued that the time women
spend out of the labor force in child bearing and rearing is
associated with a deterioration of their marketable skills- She also
found that people in a certain sex-typed occupation tended to
remain in jobs so classified, especially women in female-typed
occupations. There was no evidence in these data to support the
hypothesis that women with discontinuous work histories chose
female-typed jobs. She reported that women in female-typed oc-
cupations tended to earn less than those in other occupations,
but rarely was it significantly less.

The quality and quantity of work experience of Type 11 and
Type 111 women was markedly less than that of childless women,
who generally were found to work more hours per month, more
months per employer, and more continuously than women with
children.

The work experience of working and nonworking mothers
was virtually the same until the time their first children were
born. At that time their work experience diverged. Currently-
working mothers were much more likely to work when their
children were very young than were Type III women. Also,
Type II mothers spent more months reinvesting in education
when their children were very young than did Type Il women.

Intensity, duration, employer mobility, and intermittency were
found to be usetul constructs to explain diftering work experi-
ence of the three groups ¢f women. They were not useful,
however, in explaining earnings differences.

A somewhat puzzling finding emerged in evaluating the im-
portance of experience and tenure. Past work experience did not
explain the current earnings level for childless women, but
months of job tenure did. By contrast, tenure was not signifi-
cantly related to earnings of working women with children, but

59



RESEARCH ON EMPLOYMENT AND TRAINING

prior work experience was. Gwartney-Gibbs speculates that
women’s work experience in the period when the family was
most demanding was discounted in quality by employers.

Over 85 per cent of all women in the sample worked in
female-typed occupations at some point in their lives. Among
this group, over half of their working lives were spent in such
segregated occupations.

Women's work experience in female-typed jobs tended to be
characterized by shorter duration of work per employer and by
having more employers than women experienced in the other
occupations, though the intensity of work was not different.
Childless women in female-typed, occupations earned signifi-
cantly less than other Type I women in mixed-sex occupations,
but not significantly less than those-in male-segregated oucu-
pations. The earpings of woinen wjih, children were not signifi-
cantly different across sex types of occupations. The overall
results suggest that occupational segregation in the Detroit labor
market 15 not associated with male-female earnings differences.

{
.. . occupational segregation in the Detroit labor market is not asso-
ciated with male-female earnings differences.

g
According to Gwartney-Gibbs, the most fundamental finding
in her study was the “vast” earnings difference between women
with children and those with none. The difference appeared to
be due to childless women's higher returns to tenure, education,
and the promotions they received with their current employer.
These, in turn, were associated with the apparent fact that Type
I women followed “a male model of human capital investment

and lifetime work experience.”
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On theories of ra/oihl discrimination in labor markets

/

For over two degades social scientists and others have devoted
a considerable amount of research to questions of discrimination.
Employment and training researchers have tended to focus spe-
cifically on the labor market problems of minorities-and its con-
sequences on income. One of the fastest growing demographic
groups in this country, and one that clearly has been victimized
by discrimination for a very long time, are Asian-Americans,'yet
they Rave not received very much attention from the research
community. This study's central focus is on the labor market
experience of this group.

Studies of Asian-Americans are of interest beyond what they
tell us about the circumstances of members of this minority
group. Additionally, such studies allow one to test various ele-
ments of more general theories of discrimination that may have
been developed, initially, with reference to only ore group. ‘A
study ot Asian-Americans is of interest also because it may be
that mmportant differences exist for separate subgroupings
within this minority. '
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Any stuc’ ¢ of the economic status of minorities must come to
grips with  .ecting an appropr iate framework for assessing. dieir
compatative position. A variety of possible measures has been
developed and employed by researchers. While income and un-
employment rates are the two most commonly employed vari-
ables, for certain groups, such as Asian-Americans, alternative
measures may be mare revealing.

Employment problems of Asian-Americans

Ti. basic purpose of this study is to evaluate the utilization of
Astan-.vnericans in the labor force, Li aimned to present a variety
of data that would provide a richer undesstanding of the condi-
tions of Lastan-Amezricans in the labor force. Drawing somewhat
on human capital theory and theories of dual labor narkets, a
number ot research questions emerged:

e since a disproportionate share of employed Asian-Americans

are employed in very small, freq f. nilyoperated en-

terprises, is underemployment a widety shared difficulty of
. »

these personse _

oin larger-scale enterprises, public and private, are Asian-
Americans subject to L.wer quality employmentz If Asian-
Americans do tend o hold lower-status, low-paying jobs, is
this relared to their caucation and skill levels?

¢ does this minority's pattern of employment suggest that skills
are well matched with the type of work heldz2

According to Li, patterns on discrimination may reinforce
problems that Asian-Americans have in learning and accepting
the norms of this Western culture. As such, she explored the
process whereby acculturation occurs. T'o what extent are
forcign-born Asian-Americans employved ditferently trom those
who were bora in the United States? What role does language
pley in imragroup differencesz Do recent immigrants who are
professionals fare differently from second- or third-generation
mewbers who are also professionals?

(33
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The labor force utilization index

The study depended primarily on data from the 1970 Census
of Population and Housing. Detailed information was obiained
using the public use samples on four groupings ot Asian-
Americans: Japanese, Chinese, Filipinos, and Koreans. Aside
from a variety of information on a respondent’s economic con-
dition, data were available on nativity and varentage, mother
language, citizenship, and year of immigration. Information was
tabulated only for persons aged 16 years and older and in the
labor force.

These data were supplemented by information from two other
sources. 'The March 1970 Current Populalion Survey was used to
sort out voluntary from involuntary parl-ume workers. Li also
used the data originally developed by another researcher in a
1978 study of marginal workers.

The data were analyzed through the use of cross-tabulations,
ither as measured diectly by the Census Bureau or as ratios
lculated by Li. Typically, each table was sorted across the four
arate groups of Asian- Americans.

L.i argued that labor force pdlthlpdllOll rates and unemploy-
Jment rates are inadéquate as indicators of the economic and
~ fubor market difficulties of Asian-Americans. Neither measure

reflects the limited upward mobility and, the mismatch of occu-

p.mnn and education faced by some of these workers owing to
language bartieyy. discrimination, licensing restrictions, and
non-citizen status. A& such! Li depended heavily on a framework
developed by Philip Hauser—the Labor Force Utihzation

Indesn—to evaluate the utilization of these workers. Persons in

the labor force were characterized as “adequately utilized” or

“madequately utlized” based ow their status as unemploved, an

houts of work measure, an income measure, and « matching of®
occupation vis-a-vis skills or educational attainiment levels. The
tour elements were arraved in the order listed here, with the
gredatest degree ot underualization occurring m the case of un-
cmplovinent.

\
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The mixed pattern of labor market success

Asian-Americans and white Americans differed little in labor

rce participation and employment. Asian women and Asian
men, 35 years and older, had -higher labor force participation
rates than their white counterparts. Asian men undes *-e age of
35 had lower rates of labor force participation than their Ameri-
can counterparts; this difference was probably due tn the Asians’
tendency toward more years of education. And Asians in every
age group except that of 65 years and older had lower unem-
ployvment rates than did whites: these differences in unemploy-
ment rates were especially pronounced for teenagers.

In most age groups, except for persons 55 and over, there was
less involuntary part-time employment among Asians than
among whites, 'The differences, according to Li were not large.

Although Asians in all groups were more likely to be em-
ploved, with few exceptions (primarily teenagers) they were
likely to have lower incomes. These differences appeared to
grow for higher “age levels. The mismatch of occupation and
skills or education also is consistent with whites having an ad-
vantage over Astan-Americans,

Holding constant the level of education, the largest degree of
underutilization existed for Asian fen.ales relative to white fe-
males. Some evidence suggess that the problem is not sunply an
inability to command English language skills.

1 mSian-Americans have used a very heavy investment in education
and training to overcome the barriers created by discrimination as
well as language and acculturation problems.

Among Astans, the degree of utilization was greaiest tor per-
sons of Japanese origin and somewhat less for those of Chinese
origin. The least adequately utilized were Koreans ang Filipinos.
Some of these ditferences are due to the length of time spent in
this countiv. Most of the Japanese-Americans were born in the
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United States. Li reported that after about twenty years of tesi-
dence in this country, immigrants attained parity in terms of
utilization with U.S.-born Asian-Americans. ' '

There is little doubt that Asian immigrants to the United

States have been discriminated against in the labor market. Un-
like other minority members in this country, however, Asian-
Americans have used a very heavy investment in ‘education and

training to overcome the barriers created by discrimination as -

well as language and acculturatirn problems. The evidence of
disadvantage for Asian-Americans is not found in higher un-
employment or lower labor force participation rates. Instead,
some elements of underemployment serve to signal these per-
sistent difficulties.

&

71

86

MR ’



RACE AND 'GENDER

. DISSERTATION TITLE ‘
Labor Sectors and the Status Attainment Process: Race and Sex Compansom

AUTHOK L

ALaN A. ParRrROW

Department of Sociology
Duke Unsversity

The dual labor market the Y

In the 1960s a group of eco :omists introduced a new theory
of the labor market. Their approach, the dual labor market
theory, was developed partially as an attempt to explain the data
that ‘showed that women and minority group persons expen-
enced disproportionate amounts of poverty and dislocation in
labor markets. Unhappy with the explanations , -ovided by neo-
classical economic analysis, the dual labor market proponents
sought to pronde an alternative theory that, they.argued, was
better grounded in reality. In some respects, dual labor market
theory was not inconsistent with the traditional labor economics.
Its tocus, however, was not on how a perfect market operating
without frictional elements might function but rather on the
nature of the impertections and the existing institutions that
affected classes of workers in the labor market.

The dual market theorist argued that the market is divided
into two very broad categories. In one segment, the primary
sector, firms are characterized as having high labor productivity,
high profit lev , high degrees of capital intensity, ohgopohsnc

product mar” s, and significant union penetrauon Workers in
~
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such industries are relatively well paid, enjoy good working con-
ditions, have relatively stable employment, and have considerable
opportunities for training that may, be transferable across em-
ployers. . _

By contrast, firms in secondary labor markets lack these
strengths and are more vulnerable to adverse economic condi-
tions. These firms are the oft-cited marginal firms that may
disappear when-the market becomes a bit unfavorable for them. .
Wages are low, training opportunities are minimal, worker con-
ditions are poor, and workers operate in a generally precarious
environment. . .

The essence of the dual labor market theory is that there is
very little mobility between these segments. Mor&over, once a
worker begins in the secondaty sector, the probability is low that
he or she can movc into better employment in the primary
sector. If blacks or women are systematically channelled into the
secondary sector, it follows that this will assure them, on average,
. lower income and poorer employment opportunities.

Opponents of the dual labor mfrket theory have attacked it on
several fronts. They questinn the dichotomization of the labor
market. Instead, they find that jobs are more accurately arrayed
along a continuum in terms of pay, working conditions, training
opportunities, and the like. Further, critics challenge the charge
that signiftcant immobilities exist for workers in moving in or out
of a sector,

.

The mobility of workers between primary aitd secondary
sectors

The purpose of this study is 1o explore certain issues raised by
the theo- - of dual labor markets. One of the major questions
Parrow sought to answer was whether workers can move out of
secondary markets, particularly if their work experience began
in that sector. Can one predict that a person will be in the
sccondary or the primary sector if she began working in that

. barticulin sectoy when she was younger?
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Parrow identified a number of specific questions whose an-
swers would allow him to support . ¥ to reject the dual labor
market theory: )

e does the sector of employ.nent at a specific tine affect one’s
occupational status at that time?

® does the sector of employment at a specific time affect earn-
ings at that time, aside from any effects of occupation?

® are race-sex groups differentially distributed across sectors of.
the industrial economy?

e can the sector of employment. early in a pérson’s career be
predicted by the standard human capital model variables?

® does the addition of such factors as structural characteristics
of the labor market of residence and knowledge of the .
occupational structure add to an understanding of the pro-
cess of occupational and earnings attainment?

® does the sector of early employment have a long-term impact
on a worker's earnings and socioeconomic status?

¢ does early employment in the secondary sector reduce the
probability of finding a job later in the primary sector?

Economic, sociological, and psychological analyses of the
longitudinal experience of young men and women

This study was based on data from the National Longitudinal
Surveys of Labor Market Experience. Interviews with the young
male cohort occurred initially in 1966 and were folleved an-
nually through 1973. No data were collected in 1974. The young
temale cohort was fivst interviewed in 1968, annually thereafter
through 1977, and by telephone in 1975, Parrow limited his
analvas to the se persons who had been in the labor force for a
considerable period of time. This was necessary to allow him to
trace the effects of one's sector of employment on one's ultimate
attainment. For each subject, he had observations based on seven
points in tme.
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His analysis was based on measures such as 1Q, the socioeco-
nomic conditions of the parents, educationai aspirations at time 0
(1967 for males and 1969 for females), sector of employment at
time 1 (that is, the second interview), and the outcome variables
(that is, earnings and occupational attainment) at time 6 (1973
tor males, 1975 for femiles). Parrow found that 3, 249 males
, < from this cohort were i1 the labor force and had held full-time

o employment during or prior to 1967. For females, 1984 had
experienced full-time work in or before 1969.

The variables used in the analysis were a mix of economic,
sociological, and psychological ones. Included in his analysis, for
example, were the Duncan socioeconomic index as a measure of
occupational attainment, a five-item index to represent the so-
cioeconomic status of the parental family, a measure of intelli-
gence, a value for one's locus of control (based on the respon-
dent’s score on the Rotter test), a measure of one's human
capital, a factor analytic construct of the structural characteristics
of the labor market, and a variable to represent an assessment of

one's knowledge of characteristics of occupations.
: ]

Sector mobility and earnings

The study contains a large number of quantitative tindings.
Only a few of the more significant ones are noted here.

Contrary to the findings of some other analysts, Parrow found
that the industry in which one worked was more important than
one’s occupation in explaining earnings levels.

Primary and secondary labor markets operated differently for
males and females. Within the primary sector, female workers
clustered in the lower-paying industries. Many were employed in
lower-paving clerical jobs. Many of the women classified as pro-
tessionals were nurses or teachers, jobs that have tended to be
toward the bottom of the professional scal

N e of the conventional human capital variab
predictors of the sector of employient of women atjtime 1

s Were good
- By,
/"""

~)
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contrast, human capital variables did serve as predictors of the
sector in which a male worked at time 1. For example, high
educational aspirations for white males were positively correlated -
with being in a primary sector job at time 1. This finding did nat
apply for black males, however.

The more knowledge persons had about occupations, the
more likely they were to have subsequent success in the labor
market. This was true only for whites, however. Even where
black workers had such knowledge, it did not appear to benefit
them. Economic conditions at time 0 were shown to affect both
the later acquisition of occupational training (among white males
~ and black females) and earnings in later periods (except for white
females). High unemployment rates in a locality tended to be
associated with greater usage of training programs. High unem-
ployment rates initially were correlated with lower earnings
levels in later periods. -

. the bulk of the evidence suggested that sectoral differences in
traming or in employment stability were far less important than dual
labor market theorists have argued.

The sector of early employment appeared to have long-term
etfects on the later socioeconomic status of males. While it had
no impact statistically on the income of males, the data revealed
that primary sector employment of women at time 1 was related
to lower earnings for women at time 6.

‘The bulk of the evidence suggested that sectoral differences in
training or in employment stability were far less important than
dual labor market theorists have argued. Parrow also reported
that early employment in one sector was not a significant factor
in identifying one's later sector of employment. Although
movement from the secondary to the primary sector was sub-
stantially less likely than movement from primary to secondary
employment, and blacks in the secondary sector were much less
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likely than white workers to move to primary sector. employment,
Parrow found considerable mobility between sectors.

The study provides scant corroboration for the dual labor

market view. There is almost no support for sorting the market
conceptually into a strict, bimodal division of primary and sec-
ondary sectors. Moreover, the earnings structure did not support
such a view. And the data also revealed an absence of any
long-term effects on occupational training or employment stabil-
ity within careers.

Some limited support for the duahst position came from the
finding that there is lesser intersectoral mobility for black work-
ers and from the finding that the connection between cduca-
tional attainment and sector is much less important for black
youths than for white youths.

w
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Research on labor market experience by gender

The intense.interest in the differences in' the experience of
males and females in the labor market has led to a considerable
amount of research in this area. This research is typically con-
ducted by economists, psychologists, sociologists, and others who
are unaware of the research in other disciplines. This lack of
communication has created a “Balkanization” of interests by re-
searchers such that the research questions, the techniques, the
analytical methods, and the data bases all tend to differ signifi-
cantly across the subject fields. Yet the central focus of these
separate activ.iies is the same: to explain the reasons for the
~systematic differences experienced by males and females in the
labor market.

Evidence over the past decade or two may not have incon-
trovertibly established these reasons for the gender-based dif-
terences, but it has demonstrated that males and females fare
difterently in the labor market. Typically, women have lower
earnings than men; they are clustered into a limited set of occu-
pations; their career development path looks very differe..t from

78
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that of men; they occupy less prestigious occupations; and the
financial rewards of their education and training differ.

Explaining the source of these gender differences is important
tor several reasons. It can help to provide a perspective for civil
rights policies and to indicate what steps may be most effective in
pursuing equal employment opportunity programs. It can also
help shape education and employment and training policies so as
to develop more effective long-term remedies for existing in-
“equalities.

The impact of marital statns and.children on earnings

This study examines the propositioné of the “dual career”
theorists. According to them, a major reason for male-female
differences in labor market experience is that many women are
employed while they continue to have the primary responsibil-
ity for the maintenance of the household.

Roos also sought to test whether male-female differences de-
rived from circumstances peculiar to cultural and historice}!\{u';i
pects of American life. Were that the case, other countries woul
not be expected to have comparable gender differences in thenr
labor markets.

The study has two primary purposes. First, Roos set out to
explore the processes that create and maintain occupational
segregation by sex. Second, slie examined the occupational dis-
tribution and attainment patterns of ever-married and never-
married women to test whether differences in marital status and
child-bearing or child-rearing responsibilities can explain the
concentration of women in lower-paying employment. '

A twelve-nation comparative analysis

In order to test the various hypotheses regarding the sources
and outcomes of mdle-female differences in the labor market,
Roos used three separate levels of comparison: gender, marital
status, and international differences in occupational behavior.

’
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To better understand this behavior, a coinparative analysis was
undertaken based on data taken from 12 industrialized- coun-
tries: Austria (1974), Denmark (1972), Finland (1972), West
Germany (1976), Great Britain (1974), Israel (1974), Japan
(1967), the Netherlands (1974), Northern Ireland (1968), Nor-
way (1972), Sweden (1972), and the United States (1974-77). All
data originated within each country from sample surveys. Un-
weighted samples ranged from approximately “1,000 persons
(males and females) in each of the four Scandinavian countries.
to over 15,000 respondents in Israel and 6,000 in the United
States. :

Using these comparative data, Roos probed four distinct sets
of issues. First, she examined the gender differences in tabor
force participation rates and occupational distribution patterns
in the 12 countries. She asked whethur sex-typing of jobs was
common across countries, and, if so, whether broad areas of
similarity exist. Second, she asked if there appear, to be interna-
tional differences in the intergenerational occuinational mobility
of men and woinen. Third, employing regression analyses, she
tested whether gender differences existed in intergenerational
uccupational attainment. Finally, Roos examined if marital dif-

ferences amohg women were related to labor force behavior and

occupational attainment. To explore each of these issues in the
framework of the comparative analysis, bivariate and mul-
tivariate analyses were employed within each country.

4

Occupational achievement levels and clustering

Roos found convincing evidence that the pattern of occu-
pational concentration of females in the United States was also
present in the other industrialized countries. The same occu-
pations tended to be held mainly by men or mainly by women in
all of the 12 countries studied. For example, males were concen-
trated in high- and medium-prestige production jobs while fe-
males dominated the high-prestige clerical, low-prestige sales,
and low-prestige service occupations. Incumbents of predomi-

1]
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nantly female occupations in al/ countries were underpaid on the
basis of their average educational ac.iievement. Despite extensive
international differences in age patterns of labor force participa-
tion, and in the extefit to which women are in paid, full-time
employment, Roos ¢bserved a clear pattern across countries of
women being concehtrated in occupations that were heavily fe-
male and poorly pajd. |

For both men and women in the seven countries for which
data were availablé, one’s occupational position was correlated
significantly with one’s father’s occupation. More importantly, a
person’s occunational destination also depended substantially on
gender. Country variations existed in the process of occupational
mobility, but these international differences were small relative

to the class and gender mobility differences existing within

countries. For each sex within each country, however, educa-

tional attainment was consistently the most important predictor

of occupational achievement. For females only the educatiori
variable proved to be an effective predictor of achievement.
Occupational achievement for males was also correlated with
social origins, age, and marital status. ,

To what extent are the differences in the process of occu-
pational attainment, as well as the occupational distributions of
males and females, attributable solely to women’s marital respon-
sibilities? Roos compared the labor force behavior, occupational
composition, and attainment patterns of ever- and never-
rmarried women. To approximate a more tareer-committed
group, shie also presented results for those-ever- and never-
married women older than the average age of women at first
marriage in the particular country. In that way, she sought to
toke into account those never-married (younger) women who
may anticipate marrying. According to Roos, if the dual career
hypothesis is correct, the labor force behavior, occupational
position, and attainment patterns of older, never-married
women should be doser to those of men than to married women.
If the patterns of the never-married females instead were closer
to those of married women, the dual career hypothesis would be

81
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. rejected and arr alternative explanauou would be necessaxy. such

as an insfitutional theory of sex segregation.

The findings were somewhat ‘mixed. Never-mdrried women
wete more similar to men than to ever-married women intheir
labor force participation and the probability of being-employed
full-time. However, the occupational distribution’ of never-
married women was actually more dissimilar to men’s than that
of ever-married women. Roos suggests -that women with uninter-
rupted work cireers are more likely found in female-typed occu-
pations than in male-dommatbd higher-prestige ones.

L
-

.« . women with un(nterrubtecj work careers ar@ more likely to be
found in female-typed occupations then ln male-dominated, higﬁer—
prestige ongs.

.
.

v

In most countrigs never-married women were in more presti-
gious and higher paid jobs than.were the ever-married women,
but in only a few cases were these differences ‘significant. In the
United States the never-married group was employed i
higher-prestige occupations, but not in higher-paying jobs.

In conclusion, Roos found little to support the dual career
hypothesis. While some support for it came from examining. the
labor force participation rate and hours worked data, the hy-
pothesis received no support in terms of occupauonal attainment
patterns.

7
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Public policy and the retirement decision

In recent yearys, aging and retirement have been a subject of
integse interest. Legislation has had a decided .impact on busi-
ness and employer practices (Age Discrimination in Employment -
Act, 1978 amendments) and’ pension benefits (Employee Retire-
ment Income Security Act), as have’ a variety of federal ¢ourt
décisions vegarding 'hiring practices: Dwarfing this is the con-
.run viability of the Social

‘ . . . »
Security program and. option siodifyrag the scheme. A set
of issues has been raised about changing certain existing prac-
tiges: : -,

e does the retirement age of 65, chosen in the era of the great

" depression, continue to make any sense? _

e do the improved conditions of health among those aged 60
and oyer suggest that policy changes regarding retirement
praciices are desirable?

e does2éarly” availabiligy of retirement benefits at age 62 terve

public policy well?

{ ' &
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® at what age and to what extent do we cease to penalize the -

"working aged in terms of reduced Social Security benefits?

-’

. Since the 1930s public pohcy toward retirement practices has
been shaped by three major factoxs, often working at odds with_
each other. One factor which tends to operate as a .constraint,
has been the costs of funding retirement programs. This has
<lyeen’ manifested in several ways including questions of appropri-
ate benefit levels, retirement ages, and other issues of eligibility.

A-second factor has been a concern for the humane treatment
of older _persons in our society. This has led to antidiscrimination
laws, practicessto delay forced retirement, and protection of the’
pension rights and fusds of workers.

The third factor has been anxlety about job scarcny, Wthh is
largely a product of the economlc misfortunes expenenced from
1929 to 1941. It was thought -that retirement would open up a .
scarce position for a younger worker; thus, practices that delayed

+ retirement would create more unemployment among the young

. or at least thwart their opportunities for advancement. As a

. result, the reluctance ‘of .an older person to retire could be
considered as Jeopardlzmg the economic securnty of younger .
aworkers. - ; - -

Whatever the merits of this job scarcnty argumernt, it is proba- |

bly appropriate that it be reappraised at this time. With the ‘baby {
. boom generation now largely in the labor market, the U.S. labor

force can expect to grow at a slower pace (absolutely and pro- . .

pottionately) during the remaindet of this century. Some ana-

lysts have forecast a period of.lahor shortages in the fufare. -

Were this to develop, it would represent a sigmificant, if un- ¢

{.umh,u. problem for us. Labor sho;tdges would almost inewvita:

bly focus attention on_retirement practices and the need to en- .

.courage workers to delay permanently their leaving the labor

force. A few firms in this country have already begun to face

such needs and are examining opnons to deal with their prob- . .

Tlems. .
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Hypothetically changing work activity or scheduling

 Shkop sought to gauge the att_itu'dés and»dégisions of manage-
&L rial and blue-collar employees regarding their retirement if mul-
tiple options for continuing employment weré a%ailable to them. ;
What types of modifications in their work activity or scheduling
would affect their retirement decisions? Were there significant
s differences-in the attitudes-toward such modificatibns between
managerial and blue-collar workers? Did employees believe that

< . firms could adapt their tt)rking conditions in such a way as to |
’ induce them %o remain oh the job for more years? Bhese ques- "~
" ~ tions will be of increasing tmportance-as the proportion of U.S._
wotkers .who.are older continues to grow. '
¢ . d .
) 4\) ‘ . ® K4

A four-firm survey of older warkers.

+ Shkop mailed a questionnaire to 713 workers at four (uniden-
_ tified) industrial establishments in the Northeast. The sthallest of
'y the' four had over 5,000 employees. Three hundeed and
' ninety-three (55 per cent) valid responses were received. Persons
sampled were aged 50 to 69 and weré¢ overwhelmingly male (94
per cent), white (99 per cent), and married (92 per cent). Thus, this
group studied is not wholly representative of:the U.S. aging
population. It should be noted that the average tenure with the -
same organization of the respondents was about 30 years. -
Clearly, as a group they had built up substantial pension rights,
The employees were asked about their retirement plans. Then
they were given a hypothetical situation in which their employer
showed an interest in having them delay their retirement. Sup-
pose that the firm would allow tiiem to make any changgs in
their jobs or time schedules, so long as these resulted.in a contri-
bution to the organization. Would this affect the worker’s:
planned age of retirement?
The study also included an analysis of demographic, attitudi-
nal, and job characteristics that other researchers had found

L 4 . . -
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might affectthe retirement decision. These data were analyzed
in bivariate tabulations or three-variable tables employing tests of
significance. Shkop believes that studies of this type are useful.
for organizations seeking to develop or reexamine the com- ' *
'pl‘el‘tensiveness of their retirement programs. ! -

M V) ._ ‘ .
The desirability of job or sgork schedule changes for older
. workers' . ! RN

-

e
Y.,

2
Workers were asked what they planned- to do upon teaching

+ the earliest age when they could collect some pension. Respon-
dents were given three choices:' they could continue to work in
the organization, they could leave and work elsewhere, or. they,
.could stop. working. Then they were asked the hypothetlcal '
question about modifying their job responsibilities or working
hours. Indeed, this opportunity significantly altered retirement
.~ plans: The proportion expressing a willingness to remain in the
firm rose from 68 per cent to 83 per cent, the proportion who
expressed -an interest in changing employers fell from 10 per-
« cent to 3 per cent, and those preferrmg to stop workmg entirely—
.dropped from 21 per cent to 14 per cent
The availability of these options significantly affected the re
tirement plans of both blue-collar and ‘managerial ‘workers, but
the impact was not uniform. For example, managerial workers
planning to stop work altogether at the earliest possible retire-,
" ment age declined from 13 per cent to 5 per cent, while similar
plans for blue-collar workers declined from 30 to 22 per cent.
Originally, blue-coilar workers planned to retire, on average at
age 62.5, but the availability of options would have raised this to
63.9 years. For managerial workers, available options for job
changes raised the preferred retirement age from 64.0 to 66.4
years.
/The perceived adequacy of postretirement income had an
important impact on the retirement decision. When workers .
.considereq it.as inadequate for their needs, there were no sig-
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nificant differences in.retirement plans of the two groups. How-'

ever, where respondents perceived this income to bé adequate,
76 per cent of the managerial workers plgnned to remain be-
yond the mirdimum age of pension eligibility, while only 56 per

" cent of the blue-collar workers anticipated remaining on, the job.

According to Shkop, these findings confirm the view that it is
laggely the economic inducements that cause blue-collar workers
to' remain in the organization, while managers have additional,
less tangible reasons, for doing so. '
Shkop found that _]Ob modifications were almost irrelevant for
workers committed to-leaving the organization with perceived
inadequate amlupated retirement income. This commitment
seemed to be unswerving and intensely emotional. For blue-
collar workers with perceived adequate retfrement income, and
for managerial ‘workers regardless of cheir perception of ade-

. quacy, job modifications would have significantly altered retire-

ment vlans. They did pot affect blue-collar workers with per-
ceived inadequate retirement income.

What kinds of modifications mattered to workers? Most of the
blue-collar workers did not ask for changes in their job content.

hkop speculdtes that many of these respondents might.have
been skeptical that their employers would rake such options
available, or they did not consider them realistic given the nature
of thelr work. Their preferred modificasions focused%n reduced
woﬂimg time, mainly through longer vacation periods..

Itr contrast to the blue-collar workers, the majority %f manage*
rial per sonnel preferred changes in the content of ‘their jobs,
above and beyond any changes in time scheduling. Strikingly,
over 36 per cent of these managers were willing to accept lower
el posm(ms and concomitant lower salaries as compared wnth

" 1emaining in their current jobs without modifications.

The study tund that positive attitudes toward leisure and
retirement were correlated with plans for earlier retirement.
Some social variables—for example, relationships with people at
the gwork place or the tfelt pressure to retire—were associated
with the retirement decision as were educational attainment
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levels. The association, however, between retiremént -plans and
the level of job satisfaction was not strongly evident.

_A finding that emerged indirectly may be especially important
for policy purposes. Unlike managerial workers, many blue-
collar workers were unaware . their rights to stay on the ‘}ob

beyond age 62 or 65. That}is, these employees were plannthg of*

erroneous view that they“would be
forced to retire at ages below the firm’s actual mandatory re-
tirement age. Information about the law was simply missing

" these ‘workers entirely¢ The ADEA makes little sense if workers
are unaware of the rights conveyed. to them and act as if t}}e law *

did not exist.

Unlike manageridl workers, many blue-collar worke;s were unaware
of their rights to stay on the job beyond age 62 or 65. That is, these
erhployees were planning for retirement now based on-the errone-
ous view that they would be forced to retire at ages below the firm's

* -actual mandatory retirement age. . :

”

R g L]
.

Shkop reported that over 65 per cent of the_blue-collar wqu‘-
ers in his sirvey believed that they must retire by age 65. Yet each
of the companies had repeatedly announced their policies, which
are in compliance with thé law_making 70 years the earligst

man:latory age for retirement: He found that the workers’ mis-

erception stemmed from the common practice of blue-collar
workers to retire by or at age 65. Some blue-collar workers
perceived Shkop's hypothetical options to be permission to work
beyond age 65. - 2
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Ec.onoigic change and school enrollments

It has become increasingly well understood that moVements in
the business cycle can have ‘wide¢-ranging consequences. Aside -
from the impact-on obvious econowit variables such as profits,

"government revenues, and labor force participation rates, a vari-
ety of social outcomes—divorce, child abuse, and health—appear
to change in rhythm with the business cycle. Another important
factor tha* may be related to_economic change is the oscillatian
of school attendance, althqugh its possible dink to the economy
has hardly been studied. Peclining student enrollments have led
to school closings, teacher dismissals, curriculum modifications g
and othér major educational changes. In this sort of environ-
ment anything that enables school administrators and other
public officials to better predict or to explam changing en-
rollments can be immenselyy useful. To the extent that changing

enrollments immediately or eventually affect the rieed for avail-
7
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able §lots,§n employment and training programs, the matter is of

- potential signiﬁqance to those responsible for shaping such pro-

grams. . . . .

Countervailing ¢ffects on enrollments -
Economic theory,suggests that- movements irl the economy can

affect school enrollments, although offsetting forces may’lead to
rising or falling enrollment for a given phage of the busifess cycle.

-

Cunningham - démonstrates this as e builds om a traditional ’

model. of labor supply and on Gary Becker's theory of the allo-
cation of time to'show hdws the business cycle can affect yhat he

calls the deinand for schooling. As fabor market conditions dete- -

.riorate and as the wages that a person could be earning are

_ effectively reduced, the opportunity cost .of attending school

dedlines. This is consistent with the observation' that many edu-
cators have made; that is, when few, good job opportunities exist,
some recent college graduates will apply for admission to gradu-
ate. schools \y would otherwise not have done so.

Working Against this sort of response to-an economic
downturn is the “income effect.” Simply stated, as household
income declines in an economic downturn, the demand for edu-
cation will decline as does thé demand for any other “normal”
good. Some individuals feel conipelled to end:their schooling, at
least temporarily, as economic conditions make education unaf-

. fordable. The dssue that® Cunningham explores is the relative
importance of these two countervailing effects. The net domi-
nance of one effect over the otheT is as much an issue ifsperiods
of economic expansion as in periods of decline. .

According to Cunningham, only two other studies had previ-
ously analyzed the cyclical sensitivity of student enrollments. One
of the these was based on Canadian high school retention rates,
which reported a generally countercyclical response (as economic
conditions .improved, retention rates fel]). The other study°ex-

‘\:J?ed high schoal enrollments in the United States and found -

6 net response for males, but a procyclical response for females
S b
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(as econdmic conditions improved, retention rates for females
~ increased). . ' o

Multiple sources of data on enrollments

The study drew its empirical content from a variety of data
sources. Using data from the Universitys of California system, -
simple year-to-year. changes were evaluated for hé years = -

. 1967-76. The October Current Population Survey (CPS) from
1967 to 1978 provided another set of data on enroliments. An-
.other aggregated source was the Higher Education General In-
formation Surveys (HEGIS) for 1969-78, which appeared to . ' .
show a countercyclical response of enrollments to economic ac- .
tivity. These data were then disaggregated to show the differing
enrollment patterns by. type of institution (public or private, . *
four-year or two-year), by sex of the student, and by whether the
_.] student was a new or continuing enrollee. The Vietnam war and .
the draft of younger men is thdught to. have had some impact
for most of the years analyzed. ‘ e
Thie core of Cunningham’s empirical an:ﬂysis was his use of
microdata files drawn from the March 19 8-78 CPS. To the
data record of each CPS respondent, he attdched a local unem-
ployment rate, the prevailing national mininum ‘wage, the en-
rollment capacity of institutions of higher edlucqtion, ‘and a mea-
sure of the pressurc of military draft, i A
He also used the 1960 and 1979 Censuses of Population for
persons aged 25 to 60 in 1960 to determine’ the relationship of
their educational attainment to labor market conditiops (when
the individual was young). This enabled him to analyze the
relationship of the business cycle to high school completion rates

as far back as 1918.

A countercyclical response ‘

While this study had numerous findings, the most fund¥men-
tal conclusion of the research was that school enroliments tended
to move countercyclically; that is, enrollments moved up during

*
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periods of economic recession. The data revealed that high
school completion rates for males ‘rose when unemploymenb
rates were high during 1918-55,-In recent years, the recessions
of 1971 and 1975 were yeags,
countercycllcal relationship”did not have a very large, quantita-
tive impact on the total size of school attendance.

. school enroliments tended to move countercyclically; that is,
enroliments moved up during periods of economic recession.

*

Cunningham found that enrolln‘lents of male college fresh-
man rose mimﬁcaptly durmg the recessions in the 1968-78
period. For those already ifi college, however, the business cycle

seémed to hdve very little impact on their ¢ontinuing in school in .

that 10-year span. By contrast, in earlier years, 1918 to 1955,
college attendance and graduation rates Ideclined as unemploy-
ment rates .rose. Apparently, this dominance of the “income
effect” has changed in recent years.possibly owing to the in-
creasing avzilability of student financial aid programs.
Cunningham found similar effects for females and for males
at the high scherd level; that is, as business conditions worsen,
fewer young females drop out of school. Unlike males, however,

. the businesst cycle appears to have no impact on their en-

rollmenis as college freshmen. And like males, there is no sig-
nificant impact fog female students of the business cycle on
remaining jn- college once they have begun to matticulate. °
In several respects the military appeared to have an impact on
school enrollments. He &nd a positive impact on schooling
among veterans of World War 11 and during the Vietnam era.
A vanety of public policy proposals emerge from this analysns
An intriguing suggestioa based on the findings of the study is
that certain student aid programs be made countercyclical.
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Health and-.' ‘ﬂie bus.ines"s cycie i

- . . . “ .
The costs of business cycles are a significant factor in the

process of setting macrpeconomic policy. If the costs of unem-
ployment aré not considered to be very high, public policy-
makérs may be more willing to tolerate joblessness. If the costs
are estimated to be very high, society must be prepared to jrade
off something (possibly stable prices) tosreduce unemplgyment.
The conventional way that economists h&ve calculated the costs
of unemployment is to estimate the value of foregone output,
that is, the product that our society is denied because of idle
resources. ) . .

Some social scientists would fault such estimates on the |

grounds that they neglect to consider certain other, established
costs. Some of these include elevated rates of suicide, crime,

. child abuse, and family“dissolution. Aside from these,. consider-
- able attention has been given to the impact of job loss or deteri-,
orating economic conditions on the health of individuals. Where

illness and disability are associated with economic insecurity,
their direct-and indirect costs must also be considered by eco-
nomic policy-makers. Individual health may be affected by un-

93

. | . 198

HEALTH AND ABSENTEEISM. ~

.

IR

b
Ty

$



- RESEARCH ON EMPLOYMENT AND TRAINING

emplovment c:i by the threat of unemployment. But ill heaith
may also be associated with an improved economic environment,

depending upon such things as the pace of the work and the -

number of hours employed. .

Another bossnble cost of unemployment is the associated dc-
- cline in the productivity of persons who are employed. Specifi-
cally, rates of employee absenteeism may be sensitive to the
movements of the business cycle. Coe

Direct and indirect effects of unemployment

‘Much of the research seeking to link the business cycle with
health outcomes has been carried out either at highly aggregated«

levels or at the individual level. This study attempts to join these »

separate categories of research by linking the micro and macro
levels of data.

In this study Frank proposes that there are three pathways by
which economic change may affect individual workers. First, »~d
most direct, a change in the work or economic environme * nay
affect a worker's be..avior or health.-For example, a chai . in
business conditions can be expected to affect one’s av.. :ge
workload and one’s hours of work. A less direct affect of eco-
nomic change is produced thfbl ugh the action of local economic
conditians on “social supports and the person’s state of mind.
The third path is through thqmteracuon between economic
changes in the community and changes in the work environ-
ment. These pathways formed the theoretical basis for the model
developed.

« Frank's study was organized around three major hypotheses:

e that various economic indicators would be corretated with mea-
sures of individual health after a period of time of up to
tour months

¢ that there is a separate, communily-based economic effect,
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aside from the national econnmic environment, on worker
. health ' o '
o that the economy would differentially affect separate classes of
workers—that is, by age, sex, marital status, and occu-

pational level

A three-year study of employees in-a manufagturing firm

Data were gathered on a monthly basis for three .years on 64
men and 109 women who were employees of an electronics
manufacturing firm, Frank sought to explain the movement of
three different monthly nfeasures of health condition: time from
work lost due to abserice, the frequency of claims for health.
insurance, and paymeénts made under health insurance. These
measures were thpaght to be better indicators’ of health than -
subjective, individ/u,al worker responses to questions about their
condition. - '

Variables that were used to try to explain these health mea- '
sures were clustered into four groups. At the national level, the
researcher used monthly data on overtime hours worked in that
industry’s Standard Industrial Classification (SIC) and on the

“_ change in employment of production workers in the SIC. At the

local level, Frank used the unemployment rate and the absolute

. change in the size of the labor force in the Standard Metropoli-

tan Statistical Area (SMSA) as indicators of community condi-
tions. As a separate measure of conditions in the company, the
variable used was total hours of work. For the individual, she
included a measure of overtime hours employed that month.
The empirical analysis consisted of bivariate analyses of

_aggregate data and individual observations grouped by sex, age,

and occupation status (the proxy here was pay level in the firm).
Many of the correlations were measured using alternative lags or
leads in the variables; for example, what relationship existed

‘between community conditions three months ago and absen-

teeism this month? .
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Absenteeism, héalth insurance, and business conditions

Accondmg to Frank, her most striking result was the respon-
siveness of male absenteeism to the national economic conditions,
operatin th a very short fve lag. For all the male groups
except the youngest workers in the sample, absenteeism fell as
national conditions improved. Female absenteeism was not asso-
ciated with national economic conditions.

A

For all the male groups except the youngest workers in the sample,
absenteeism fell as national conditions improved. Female absen-
teeism was not associated with national economic conditions.

At the community level, male absenteeims rose when unem-
ployment tell. Possibly this meant that locally low unemployment
rates gave men more confidence in the security of their jobs.

. Alternatively, it may have been that low unemployment locally
was associated with a fatigue factor that Jed to absenteeism. For
all women, by contrast, absenteeism in the current period tended
to be associated with local unemployment as measured two
months earlier. Indeed, for many of Frank’s stansucally signifi-

cant findings, male and female responses were in the opposite
ydnecuon

For several of the groups analyzed, whenevey overtime hours
were increased absenteeism would eventually gfow. This finding
applied for younger males and older females. The relauonshnp
was essentially reversed, however, for female workers in highly
paid occupations.

As with the absenteeism variable, Frank found different pat-
terns of response to the health insurance claims for males and
females. For both sexes, local economic conditions were more
likely to vary with health insurance claims than weré the national
economic variables. For older males and males in the middle
wage-level occupations, changes in the use of health insurance
claims tended to swing with changes in the unemployment rates
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in the community. High-wage female workers responded in a

similar way. These findings for high-wage female employees and

older male workers existed at the individual level and in the

\ aggregated data. ) T
The third measure analyzedswas health insurance payments, a
reflection presumably of both frequency and severity of health
incidents. At the aggregated level of the data, Frank found that
health insurance payments for- females tended to rise during
economic expansion. Workers in higher-status positions, and the ..
older male workers specifically, had lower health insurance pay-
ments during periods of economic expansion. Frank suggests
that times of economic expansion may be associated with de-
leterious effects on the health of female employees possibly due .
" to the strain arising from a more hectic pace of work.:
The study is filled with correlations between health variables

(or proxies) and economie variables. The many specific relation-
ships are of a second order of interest. Most compelling in
Frank's work is her confirmation that the economic environment
does have measurable associations with the health and behaviorr -
of empldyed persons. .

LI 4

97

o 112




s

~

v ’

2

UNION AND NONUNION WORKERS

DISSERTATION TITLE

Implicit Contracting, Trade Unionization, and the Respoasg‘ to Demand Variation in
U.S. Manufacturing '

L4

AUTHOR
JAMES PEARCE

‘Depettment of Economics

University of TCalifernia, Los, Angeles ¥
. . A ’
. —_ : ’ . l. a
The labor market in the face of changing demand for
product . . .

Traditional labor market theory leaves unexplained why the
observed behavior of workers and theixemployers takes so many
forms. Such theory, for example, sheds little light on the phe-
nomenon that plays so central a role‘in the Keynesian analysis,
the observed rigidity or inflexibility of money wage rates in the
face of declining demand for labor, It also sheds little light on
why certain employers regularly artd quickly respond to di-
minished demand for their product by using layeffs, while
others might initially shift the hours of work of their employees,
and' others may cut wages.

In recent years a number of theories have been proposed to
resolve some of these questions. One such theory, the
transactions cost madel, is based on the view that workeis and
their employers may both benefit from a continuous, long-term
association with each gt'her. This view holds that an investment

98

113

)



. . . ) - % \ -

A~ UNION .AND NONUNION WORKERS
I

\
-

in specialized information or knowledge faciliiates the employ-

" ment relationship. First, if there is labor turnover, both groups
derive less henefit from tHis investment. Yet if the result of the
_investmeht is a reduction in the potential for mobility by one of .
the groups, it weakens their bargaining position vis-a-vis the
other. This could discourage investment from taking place.. To
‘allow the investment(s) to be made, it follows that practices will

, develop that limit the ‘possibility of exploitation by one group of

. the other. It wil! also stimulate the development of institutions

" that regulate the behavior of the groups, for example, collective °

" bargaining, : . )

A Suppo:E\hat product market conditions change and that there
is 2 decline in the demand for a firm’s product. Employers are
reluctant to lay, off workers in whose skills they have invested, | =

', especially where there is little likelihobd of being able 1o rehire
these samc\:\ persons. These workers are reluctant also to-be laid
’ " off because the wages they would command in other establish-
ments would be lower since their specialized skills are of.less use
to the new employers. .

Wage cutting is an even more unlikely response than are
‘layoffs to declining demand. Employees have little informatioh
on which'to base an assessment of the employer’s assertion that .+

| such steps are needed. Historically, it- has been, observed that ~

- wage cuts are vigorously resisted by workers and unions until .-

they are firmly convinced that product market conditions war- ’

rant them. ' ' . WA 3
+ An alternative tQ his transactions cost model i§ the risk ghift-
ing theory of contrat¥ng. It rests on the view that husinesses are
more willing to take risks than are workers. Employers can bene-"
fit from this by contracting with specific workers, assuring them

» that they will be shielded from the risks to which they would be
exposed in an auction-like market, and accordingly, paying«¢hem
less to the extent that workers prefer such protection. It is the
transfer of risk that leads to the long-term relationship_ estab-
lished between certain employers and their employees.

,
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Im‘plic‘ations of altemat;_\re Jabor market models

Pearce sought to test how' firms have responded, in terms of
worker usage and pay, ‘to changing conditions of. demand
brought about bf. cyclical and seasonal changes. He argued that
the risk shifting contract theory predicts Stabilized r2al wages,
while.the transactions cost hodel implies sticky nominal wages.

Risk shifting theory als&.suggcst\i. according to Pearce, that con-

, tracting reduces the variation bot&) in wages and in employment,

while the dransactions cost®heory implies that employment ad-

justmeng can be large and frequent, relative to wage changes.
The risk shifting theory would]predict workers in the more

epcyclically sensitive. industries to be attracted to unions. The
~ tragsactions c.(‘)shn'qdel suggests that thgse workers facing higher

costs of mobility are more likely to find unionism attractive. The

transactions cost theory also implies the wage. inflexibility that

unionspay foster will be associated with less continuity of em-

ployfrfér%(‘vr unionized workers than for nonunionized workers.
. . , '

Seasonal a‘d cyclical changes—union and

nonunion workers y;

The framework developed by Pearce was ﬂased' on the argu- °

ment that the cost of job changing to employers and¥to workers
is the major reason for labor seyvices to be exchanged under
contracts. The primary source of these costs is assumed to be the
investment in skills that are spetific to the firm.

He developed a modél of a firm that is subjected to cyclical
and seasonal changes in demand foy its products. His model
assumed that the seasonal effects aredpredictable for the firm,

k N
but that the cyclical variations are not. He further assumeg~haty.

workers prefer a stable workweek:and that a contract with a
union exists that jsshaped to reflect the firm’s anticipated re-
sponse to seasonal vagiations in demand. Pearce demqnstrate}l
through this formal model that a smaller wage adjustment to a
cyclical change will lead to a larger cyclcal adjustment in: the
firm's utilization of its labor. A key assumption of the model was
that union workers would be more strongly attached to the -ﬁ{m

\
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during layoffs than would nonunion workers, Among other rea-
sons, union workers would retain their semonty, obtained
through the collective bargaining contract.

To test his model, Pearce relied heavily on data from the .
Current Population Surveys (CPS) taken in‘May of 1973, 1974,
and 1975. These contained¢*information on each worker’s hourly
. wage, employment status, hours worked, as well as some Yemo-

graphic characteristics. The sample he used was limited tc?whnte
male production worl:=rs, aged 20 to 60, who were employed full

tune in manufacturing industries. .
**” Pearce measured the shock to demand in the industry in which
the pepson worked at the time of the survey. Two sets of re-
gressions were estimated to evaluatethie tesponse of labor utili-
‘zgtion to shifts in labor” demand. A the first, employment varia-
tions were sestimated. In the sécond, x:egressions were used to
estimate the probabijity~that/the worker was employed for a
usual.or unusual nymber of lhours in the week of interview.

A final set of analyses estimyted the wage rates of :hese work-
ers to determine the responsi\eness of ear'nings%o changes in
demand, =

Wages, hours, grid employment change

workers wgre more like y than
be laid off of to work overtime. By
contrast union warker waggs were less sensitive to movements in
the business cycle than Were those of nonunion workers. Yet,
even union members’ wages showed some decline during periods’
of econonic weakness, according to Pearce. -

In any given week, unioniz
nonunionized workers either

In any givén week, unionized workers were more likely than’
nonunionized workers either to be laid off or to work overtime.

Pearce estimated the responses fo cyclical shogks of labor de-
mand using time series data for 73 industries. He used regres-
sion analysis to estimate the response to such changes in terms
of wage rates, layoffs, and hours of work. He found that:
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. "® larger establishments were more likely to vary employment
. than to vary hours in the face of changing demand S,
o smaller establishments tended to have greater wage flexibility .~
es wer€ higher for nonunion workers in large establish-
nts/than in smaller ones; no such relationship was ob-

served for umon workers . vos
. ® union members-did not appear to \)e concewted in more *~ "
cyclically sensitive industries - : . . :

Pearce found no statlstlcally s1gmﬁc}ant relatlhnshlp between
an mdustry s wage level and its'history of employment stablllty,' .
.as is'suggested by the rlsk-shlftmg theory, of contractmg de- .

scﬂied above. , . .
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