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ABSTRACT

This paper examines the effect of enforcement of Equal Employment
_Opportunity (EEO) laws, between 1967 and.1974, on the earnings of females -
and males,Aand dn the male/female earnings differential. Although discrim—
ination in employment against Womenihas been illegal for'more than a
decade, between 1967 and 1974 the male/female earnings differential
remained virtually unchanged. The results presented in this paper show
that the earnings differential would have widened by approximately 7
percentage points in the economy and 13 percentage points in the private
sector alone had it not been for the enforcement of Title VII of the
Civil Rights Act of 1964 over this period.

The paper begins by presenting the theoretical background to deter-
.mine'the expected effects of enforcement of EEO. laws on earnings. It
then specifies a model of firms' cémpliance with Title VII, and a model

to estimate the impact of enforcement on the male/female earnings differ-

ential, TFollowing that, the impact of enforcement between 1967 and 1974
on the earnings of individuals is estimated for the eéonomy as a whole,
and for the private and government sectors. Finally, the distribution
of gains and losses in earnings due to enforcement across experilence

intervals and education classes 1s assessed.



The Impact of Equal Employment Opportunity Laws on
the Male/Female Earnings Differential

Discrimination in employment against women and minorities has been
illegal for more than a decade. Title VII of the Civil Rights Act of
1964, the Equal Employment Opportunity (EEQO) title, became. effective in
July of 1965. . Since the 1972 amendments to the law, Title VII covers
employment practices in private firms with 15 or more employees, state and
local govefﬁments, and educational institutions. Executive Order 11246,
the nondiscrimination in employment order, also became effective in 1965,
but the prohibition against sex discrimination was not included until
October 1968. This order applies to employment practices among current
and potential holders of federal contracts.

Despite the existence of these laws, between 1967 and 1974 the
male/female earnings differential, measured in logarithmic terms, remained
yirtually unchanged at .68. One might be tempted to conclude from this statistic
that'thé decade of enforcement of EEQ laws has been a failure in reducing
discrimination against women in the labor market. Yet there is an obvious
explanation for the persistence in the earnings differential over this '
period. Because of the rising labor force participation rates of women,
one would expect, ceteris paribus, an increase in the earnings differential.
In general, new entrants into the labor market have less labor market
experience than those already in and therefore commandilower wages.

Thét the eafnings differential remained constant in the face of thie signifi-
cant trend in the labor force participation rate of women suggests that some

underlying factors have been responsible. This study will show




that at least one such factor is the enforcement of Title VII of the
Civil Rights Act of 1964; the male/female earnings differential would
have widened by approximately 7 percentage points between 1967 and 1974
had it not been for the enforcement of Title VII.

In recent years, considerable attentidn has been devoted to the
evaluation of the effects of EEO laws on employment and earnings. A
substantial portion of the literature, especially the portion on earnings,
focuses on the relative position of blacks, Further, the evidence con-
cerning the effect of EEO laws on black earnings i1s mixed. Two time
series studies (Freeman, 1973; Vroman, 1975), covering a period through
1972, show an accelerated upward trend in the earnings of blacks relative
to whites after the passage of Title VII in 1964. Both studies attribute
ghis acceleration to the passage of Title VII. A recent reworking of one
of these gtudies (Butler and Heckman, 1977), however, casts considerable
doubt on the interpretation that the upward trend in relative black
earnings is due to Title VII. It appears rather to be the result of
differential changes between blacks and whites in labor force participa-
tion rates. Two cross—sectional studies (Beller, 1975; Smith and Welch,
1975) show that between 1959 and 1969, enforcement of EEO laws—-Title VII
and federal contract compliance--reduced the earnings of black males
relative to white males.

Although, in general, the literature does not focus on women, two
recent studies (Goldstein and Smith, 1976; Heckman and Wolpin, 1976) do
estimate the effect of the federal contract compliance program on employ-
ment by race and sex. Both come up with the same pessimistic finding:

the effect of having a government contract during the early 1970s was to



reduce the employment of women, especially white women, among federal
contractors. In contrast, this paper focuses on the effect of enforéement
of Title VII of the Civil Rights Act of 1964 on the earnings of women and
finds less pessimistic results concerning the potential of EEO laws to
improve the relative economic positionlof women.

The following section presents a theoretical framework that suggests
the expected effects of enforcement of EEO laws on the earnings of females
and males, and on the male/female earnings differential. Next, a ‘model
of firms' compliance with Title VII is developed and model for estimating
the impact of enforcement on the male/female earnings differential is
specified. The empirical results are then presented and discussed-with a

summary of the results given in the concluding section.

Theoretical Background

The expected effects of enforcement of the employment provision and
the wage provision of EEO laws on the earnings of women and men, and on
the male/female earnings differential are analyzed separately because
under Title VII they are enforced separately; consequently, incentives for
compliance with them may differ. The analysis shows that the actual
effects of enforcement on earnings may not be positive and may even be
negative, particularly in the long run. The anélysis proceeds under the
asgumption of competitive firms and industries. |

The employment provision of EEO laws is designed to eliminate restfic—

tions on the mobility of females into firms and occupations. Compliance




with this provision implies some ratio of females to males based upon the
available pool of qualified la‘bor;1 that is, the law explicitly recognizes
the concept of perfect substitutes in production. In its extreme form, the
employment provision can be considered an involuntary quota. It should be
noted, however, that under Title VII an actual quota need never be imposed
on a firm. If firms comply voluntarily with Title VII, no quota will be
imposed. Affirmative action plans, which are required under the contract
compliance program, specify target employment ratios. Such plans are not
required under Title VII, but may be the outcome of a conciliated or
litigated settlement between a firm and the Equal Employment Opportunity
Commission (EEOC) or the courts.
In order to predict the effects of enforcement of the employment

p&ovision of EEO laws on the male/female earnings differential, I refer
to the theoretical work by Beller (1975) and by Heckman and Wolpin (1976).
Consistent with the intént of Title VII, the former model assumes that the
minority and the majority are perfect substitutes in production, and
that firms are utility maximizers that get utility from profits and dis-
utility from the number of minority group workers that they employ. The
latter model utilizes a general production function that allows for imper-
fect substitution in production. It also assumes that firms are profit
maximizers; the pecuniary or nonpecuniary costs that arise from discrim-
ination against the minority group appear in the general cost function.
The greater specificity in the assumptions of the first model result in
less ambiguity in predictions about the direction of effects of enforce-
ment of an employment provision.

The models just described yield predictionms concerning absolute changes
in the employment and earnings of women and men. These changes can be

ciassified as short run ~the period during which therz is no entry



or exit of firms from the.industry--—and long run. Both models yileld the
unambiguous prediction that female employment will increase and female
wages will tend to increase in the short ruﬁ. Both also assume that
firms covered by the program were in violation of the employment provision
prior to its enforcement; hence, a short run increase in the demand for
females relative to males will occur in the covered sector. If females
and males are perfect substitutes in production, male employment will
decrease and male wages will tend to be reduced. If they are less than
perfect substitutes in production, male employment and wages need not
decrease and may even increase in the short run. |

In the long run, however, if males and females are imperfect substitutes
in preduction,. and/or the disutility from employing women or the costs
associated with having a.werkforce that is integrated by sex remain unchanged,
the short run effects of enforcement of the employment provision can be .
reversed or exacerbated. According to these models, average costs of
production will be higher, or average utility lower, at all levels of
output than at the pre-quota equilibrium. In the long run, product price

must rise to cover the higher costs or to compensate for the lower utility,

and industry output must fall. Consequently, the demand for both men and

-women will be reduced. The employment of men must fall and the employment of

women may fall below the pre-quota equilibrium. Hence, in the long run,
male wages tend to be reduced and female wages may be reduced. The more
price elastic the demand for the industry's product, the more likely that
female wages will also be reduced.

Additional long run changes may occur as a consequence of enforcement

of the employment provision of EEO laws that would mitigate the predictions




described above. The reasoning that causes one to expect these changes

is a challenge to the assumption, inherent in these analyses, that at the
pre-quota equilibrium firms are operating at optimal efficiency with re-
spect to the utilization of women (Cain, 1976). By compelling employers to
offer equal employment opportunities to women—-workers with whom they may
have had limited or no contact--EEO laws facilitate the acquisition of

labor market information that can correct faulty beliefs about women
workers, which may be derived from conditioning and other non-labor

market sources. Tastes or preferences underlying discrimination against
women may also be changed by the imposition of quotas. To the extent that
information reduces psychic or perceived pecuniary costs associated with
hiring women or integrating workforces, the long-run increase in costs or
r;duction in utility associated with enforcement of the law will be lessened.
If women were perfect substitutes in production for men, and the wages of
women were below those of men, direct wage and salary costs of production
would necessarily be reduced by the imposition of a quota. If, in addi-
tion, all disutility associated with hiring women were eliminated, costs

of production would fall and utility would increase. In this case, indus-
try product price would fall, and output would increase, as would the demand
for all factors of production.

Another long~run consequence of the imposition of a quota is an
increase in the incentive for women to invest in their skills in response
to the increase in opportunities. If discrimination in employment reduces
the return to their skills, women may underinvest in their human capital
relative to men prior to the imposition of the quota. Under these condi-

tions, a reallocation of investment in skills could increase efficlency in



production and achieve greater social efficiency in the allocation of
resourceg as well.

The analysis éf the wage provision is drawn from Beller (1975). The
wage provision is designed to eliminate wage differentials due to Aiffer-,
ences in sex, not productivity. Compliance requires firms to pay males
and females equal wages for the same work and to provide them equal
opportunities for promotion (to higher paying jobs). The predictions may
agaln be classified into short run and long run.

Agguming that females were paid less than males in the covered sector
prior to.enforcement of the wage provision, relative wages should increase.
If firms were in equilibrium before the wage adjustment, they will respond
to this change in relative factor prices by substituting males for females.
(Firms can accomplish this "legally" by changing their skill mix toward
occupations in which males predominate.) The reduction in female employment
in the covered sector will increase the supply of females to the uncovered
sector, tending to reduce their wages there. The increase in male emp loyment
in the covered sector will tend to bid up male wages. Hence, in the short
run, enforcement of the wage provision will tend to increase male wages,
while the effect on female wages is ambiguous. Some females will get the
high-wage jobs in the covered sector, while others will be forced to
seek employment outside the covered sector, possibly at lower wages.

The increase in labor cost in the covered sector increases the long-
run supply price and reduces the output of the perfectljycompetitivei
industry. The reduction in the size of the covered sector leads to a decrease
in the demand for labor and to a tendency for the wages of both females and

males to be reduced. Therefore, in the long rumn, the effects of enforcement




of the wage provision on the wages of females and males and on the male/
female earnings differential are all ambiguous.

The overall effect of enforcement of EEO laws on earnings is the net
effect of enforcement of the employment provision and the wage provision.
Firms that comply with the wage provision, but ma?ggain discriminatory
preferences, may viclate the employment provision. Firms that comply
with the employment provision may or may not continue to violate the wage
provision. Since the effects of the provisions may be opposite im the
short run, and the effects of the wage provision are ambiguous in the
long run, in the aggregate, the overall effects of enforcement of EEO
laws on earnings are ambiguous for both time periods. The next section
will consider why firms may be expected to respond to enforcement of

these laws.

A Model of EEOC Compliance by Firms

As assumed in the preceding section, discrimination yields psychic

and/or pecuniary gains to firms. Since the passage of Title VII
and the implementation of the federal contract compliance program, employers
in whose firms discrimination takes place have also been subject to the
risk of psychic and pecuniary losses. These losses may take the form of
extended court battles, back-pay settlements, and the like under Title VII,
and the withholding or loss of federal contracts (though the latter
sanction was not used until 1971) under the federal contract compliance
program.

The consequences of discrimination can be eliminated by making the

expected marginal penalties from violation of the law exceed the expected



marginal iosses from compliance with it. ‘In the long run,‘EEO laws can
further reduce discrimination to the extent that they change tastes or
eliminate faulty beliefs about the productivity of women workers.

The expected marginal penalties for discrimination vary across firms.
They vary directly with the probability of apprehension given that a
violation has occurred and with the probability that a firm will pay a
penalty given a finding of discrimination. (The penalties for particular
violations are assumed to be constant across firms during a given time
period.) Under Tifle VII, the EEOC (or the state or local Fair Employment -
Practices Commission [FEPC] to which a charge has been deferred) attempts
to achleve a settlement through a voluntary conciliation procedure. If
this settlement is unsuccessful--that is, it does not meet the criterion
set down by the EEOC~-the case may be taken to court. Thus, there are two
types of settlements that may be reached under Titlé VII, voluntary and
litigated.

Proxy variables for the probability of apprehension and the probability
that a firm will pay a penalty have been created from individual compliance
records of charges filed with the EEOC. The proxy for the probability of
apprehension is estimated by the ratio of the number of investigations of
sex discrimination charges completed by the EEOC (or by state or local
FEPC's to which a charge has been deferred) to the number of women who
worked during 1970. This measure, the incidence of investigationms,
represents firms' awareness of enforcement activities. The greater thé
visibility of enforcement, the greater its deterrent effect and the greater
its expected effect on earnings. The probability of paying a penalty is

estimated by the ratio of successful voluntary settlements of sex dis-




10

crimination charges (successful conciliations plus successful pre-
decision settlements reached by the EEOC or by statevor local FEPC's
to which a charge has been deferred) > to attempted settlements (all concili-
ations attempted plus successful pre-decision settlements).4 Civen the
incidence of investigations, the greater the probability of successful
settlement, the greater the expected marginal penalties for discrimination,
and the greater the expected effect of enforcement on earnings. Aggregating
the individual records, these variables have been constructed for the 23
state groups identified in the Curremt Population Survey (CPS), the
. primary data source, separately for private wage and salary and government
employees,

The expected marginal penalties for discrimination were increased and
fﬁe scope qf the_law's coverage was expanded by the March 1972 amendments .
to Title VII. By granting the EEOC the right to sue a respondent in the
private sector, the amendments increased the probability that a firm involved
in an unsuccessful conciliation would be taken to court. They also brought
more employers under the law's jurisdiction--govermment, educational institu-
tions, and firms with 15-24 employees——expanding the number of employers
for which enforcement activities would serve as a deterrent. It is
hypothesized that, as a consequence of these changes, both the probability of
successful settlement and the incidence of investigations would have stronger
effects on earnings in the period after Title VII was amended than in the
period prior to amendment. In order to test these hypotheses, we comstructed
separate probability measures for pre-amendment enforcement, including data

from January 1968 through March 1972, and for post-amendment enforcement,

including data from April 1972 through December 1974. The mean values of
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these variables for the 1974 CPS sample of working women are presented in
Table 1. A ranking of the 23 state groups on each of the enforcement |
measures is presented 1n Appendix A,

Enforcement of the federal contract compliance program is measured by
a single variable, the federal share of industry product, estimated by the
ratio of purchases by the federal governmént to value~added originating in
an industry. It has been hypothesized by Smith and Welch (1975, p. 10)
that federal efforts on-affirmative aetioh zre likely to be more successful
in industries in‘whigh the governﬁent is a major purchaser than in Iindustries
in which government purchases account for only a small share of the total
output.5 This variable was constructed for 50 industry groups.

The next section specifies a model to eétimate the effect of enforce-
ment of EEO laws on the earnings of individuals and on the male/female -
earnings differential in the economy between 1967 and 1974. Although enforce-
ment affects the behavior of firms, the effects should be realized in
the earnings of individuals. Since individuals are mobile between firms,

differential improvements in opportunities created by enforcement of EEO
laws should be reflected in individuél earnings. However, since indivi-
duale are mobile between s;ctors as well, much of an increase in demand
due to enforcement could be reflected in employment rather than wages.
The effect of EE0 laws on wages does not, therefore, present an entire
plcture. of the laws' effects. It is, however, the subject of interest
here. The model that will be specified captures the total effect of
enforcement on the earnings of individuals, including the direct effects
of enforcement in firms that have been subject to compliance activities
.and the indirect effects of enforcement in firms that have changed their

behavior in response to the deterrent effect of enforcement activities.
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Table 1

Sample Mean Incidence of Investigations and Probability of
Successful Settlement of Sex Discrimination Charges Under
Title VII, Pre~ and Post—~Amendment

Pre-amendment Pogt-amendment
(1968-March  (April 1972- ' pifference

1972) 1974) of Means

Incidence of Investigations

(per 1000 employed women?)

Total employment 112 311 +,199

Private sector 44 «359 +,215

Government NA 147 NA
Probability %f Successfnl

Settlement

Total employment .501 541 +.,040

Private sector 646 577 ~,069

Government NA 418 NA

Source: Equal Employment Opportunity Commission charge Inventory data.

Note: NA = Not applicable. Government employment as well as employment in
educational institutions was not covered by Title VII until after

the law was amended in March 1972.

aThe base includes all women employed in private wage and salary
and/or government positions during 1970.

bThis probability is conditional upon a cause finding (of discrim—
ination) and an attempted settlement.
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Specification of Model of Male/Female Earnings Differentials

We have chosen as the basis for our model the hﬁman caplital earnings
function, which relates an individual's earnings to measures of his or her
productivity. In addition to the usual human capital variables, we include
the following in our equations: annual labor supply variables, which control
for commitment to the labor market in a given year; marital status and other
variables designed to control for the effects of previous periods of
intermittent participation in the labor force; and measures of labor mar-
ket demand, the local unemployment rate and variables measuring enforcement
of Title VII and the federal contract compliance program.

In order to estimate the effect of enforcement on earnings growth, we
specify a model of coefficient differences. Earnings functions are estimated

separately for males and females for time periods before and after enforcement
takes place. The vector of enforcement variables is included in both
cross-sections. This specification is necessary because there may be a
preexisting relationship between differences in enforcement and earnings'
across states. The relationship may be a causal one, such as higher
wages in industries that sell a larger portion of their output to the
federal government due, for example, to cost-plus pricing. Or the
relationship ﬁay simply exist due to some third factor, not controlled-
for in the equation. For instance, the earnings of women may be higher
and the demand for enforcement of Title VII greater in states where there
is a great deal of social activism, a strong women's movement, or a
greater willingness to reduce discrimination. To the extent that no

gtructural change among these factors occurred during the period under

study, coefficlent differences on the enforcement variables between the
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pre- and post-enforcement cross sectlons measure the impact of enforcement

activities.6 The model is specified as follows:

lnw"i,'.t = bf: tE e B: + Xi,t Yg + ui,t &)
and, oW} = by ) ¥ By + X o1 oo * uf,t-l @)
where,
ani = the natural legarithm of weekly earnings of the individual
woman or man
Ei = a vector of (j) enforcement variables assigned to each -

individual on the bagis of geographic area and class of
worker for Title VII, and industry of employment for
federal contract compliance

Xi = a vector of control variables

B,y = vectors of parameters on the enforcement and control
variables, respectively
ui = a disturbance term with the classical properties
and, P8 =:$£$, where F = females and M =-males.

The estimated effect of each measure of enforcement on the earnings of
°S

B, Y. The estimated effect of each
J ,t-l

females or males is equal to (B? e -
9

measure of enforcement on the male/female earnings differential measured in

M

—'M _F AI{ AF
i - - - -
logarithmic terms, ln(wt) 1n(wt), is equal to [(Bj,t ﬁj,t—l) (Bj,t-

é§it_1)]i' The percentage impact of enforcementron earnings will be evaluated-=t:
ﬁgzt, the sample mean level of enforcement for females in the later year.
>
The equations are estimated for the economy as a whole, and for the
private and government sectors separately. We perform the estimates by
sector for the following reasons. First, employment in the government
sector was not covered by Title VII until after the 1972 amendments.
Furthermore, the 1972 amendments to Title VII gave the EEOC the right

to sue private respondents, but not government respondents. Therefore,

post-amendment enforcement in the government sector is not the same as
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post—amendment enforcement in the private sector: the expected costs of
violation are lower. It is actually more similar to pre-amendment
enforcement in the private sector: in both instances, the EEQC does
not have the right to sue, and enforcement is new and less widely used
than in the post-amendment private sector (see the means on the enforce-
ment variables in Table 1). The effect of eﬁforcement may be non-linear
with respect to enforcement longevity in a sector. The second reason
is a technical one. For the entire sample, persons employed by the
government are assigned a value of zero for pre-amendment enforcement.
This value may not be equivalent to the concept "not cavered."

The data sources for the earnings and coﬁtrol variables are the U.é.
Census Bureau's Annual Demographic File of the 1975, 1972, and 1968
Current Population Survey (CPS). Included in the samples are all men and

women who worked and had at least $100'in wage or salary income in 1974,

- 1971, or 1967. The self-employed are excluded. The sample of females

numbers 23,634 in 19675 23,273 in 19713 and 23,862 in 1974. The sample of

males numbers 33,242 in 1967; 31,521 in 1971; and 30,023 in 1974. The female

and male earnings functions for these years are presented in Appendix B,

Tables 6 and 7, respectively.
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Empirical Results

Estimated coefficient differences on the Title VII enforcement vari-
ables for the economy are presented in Table 2, and for the private and

government sectors, in Table 3. Estimated coefficient differences,
between‘the two years indicated, from the female and the male equations,

and the male coefficient difference minus the female coefficient difference
are presented in columns 1, 2, and 3, respectively. The numbers in
parentheses are t-statistics for the significance of the difference between
regression coefficients (columns 1 and 2) and between coefficient differences
(column 3).8 The results are presented separately for investigations and
successful settléments, for pre- and post—amendment enforcement, and for
pre—amendment enforcement, for the short run (1967-1971) and the long run
(1967-1974).

In. general, both-investigatiens.-and successful settlements of sex
discrimination charges under Title VII reduce the male/female earnings
differential, although the effect is generally insignificant (colummn 3).
The effect approaches significance more closely for settlements than
it does for investigations, with the exception of post—émendment‘enforcement
in the private sector. Fﬁrther, investigations increase the earnings of
both males and females (lines 1, 2, and 5). In the short run, settlements
have an insignificant effect on female earnings and a negative effect on
male earnings. In the long run, the negative effect of settlements on
male earnings grows larger, and female earnings are reduced as well (lines
3, 4, and 6).

The most interesting contrast present is between the results for

pre—-amendment and post-amendment enforcement, especially for the private
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Table 2

Estimated Effect of Enforcement of Sex Discrimination
Charges Under Title VII on the Male/Female Earnings
Differential, Total Employment

FEarnings of

- Earnings
Measure of Enforcement Females Males Differential
Pre-amendment (1968~March 1972)
Investigations _
Short run (1967-1971) +.146 4,135 -,011
(1.85)* (2.37)%* (0.11)
Long run (1967-1974) - +,182 +.131 -.051
(2.23)%* (2,17)*% (0.52)
Successful séttlements
Short run (1967-1971) -,008 -.053 -.045
(0,24) (2,13) %% (1.11)
Long run (1967-1974) -.079 -.135 -.,056
(2.34)%%  (5.30)%%% . (1.37)
Post—ameﬁdment (April 1972-1974)
Investigations
Short run (1971-1974) +.058 +.030 -.028
(2.13) %% (1,43) (0.83)
Successful settlements
Short run (1971-1974) +.024 -.029 -.053

Source: 1968, 1972, and 1975 CPS.

Note: TFor all tables, the numbers in parentheses are t-statistics for
the significance of the difference beétween estimated regression

coefficients.

#%% Significant at the 1% level.
#% Significant at the 57 level.
* Significant at the 107 level.
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Table 3

Estimated Effect of Enforcement of Sex Discrimination Charges
Under Title VII on the Male/Female Earnings Differential,

Private Sector and Govermment Employment

Earnlngs of

Earnings
Measure of Enforcement Females Males Differential
B Private Sector
W‘nt (1968~March 1972)
Investigations
Short run (1967-1971) +.038 +.107 +.069
(0.39) (1.53) (0.59)
(1.05) (0.60) (0.51)
Successful settlements
Short run (1967-1971) ~,039 ~-.039 -.001
(0.97) (1.41) (0.02)
Long run (1967-1974) ~.,123 -.,162 ~.039
(3.09)%%* (5.69) %*%* (0.81)
Post—amendment (April 1972-1974)
Investigations
Short run (1971-1974) +,064 +.003 -.061
(2,13) %% (0.11) (1,66)*
Successful settlements
Short run (1971-1974) +.068 -.079 -.147
(0.91) (1L.42) (1.61)
Government
Post-amendment (April 1972-1974)
Investigations
Short run (1971-1974) +,066 +.153 +.087
(0.55) (1.49) (0.55)
Successful settlements
Short run (1971-1974) -,014 -.077 -.063
(0.28) (1.79)* (0.94)

Source: 1968, 1972, and 1975 CPS.

e 2 ALh emiimmn TavenaTeo aes dn Tahla 9.
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sector. In general, the short-run effect on earnings is more positive or
less negative for post-amendment than for pre-amendment enforcement. For
post—amendment enforcement, Investigations significantly narrowed the
earnings differential by significantly increasing female earnings and
having no effect on male earnings (Table 3, line 5). For pre-amendment
enforcement, investigations actually increased the earnings differential,
although the effect is insignificant (Table 3, line 1). Post-amendment
successful settlements caused a nearly significant reduction in the earnings
differential as well (line 6). In the pre-amendment short-run period, they
had no effect on the earnings differential (line 3). TFinally, as expected,
the effects of post-amendment enforcement on earnings in the government
sector are more comparable to the effects of pre-amendment enforcement on
.earnings in the private sector than they are to those of post-amendment
enforcement in the private sector.

Within the context of the theoretical framework presented in the
preceding sectlons, the followiﬁg_observations and speculations can be
made concerning the differing impacts of the probability of apprehension
and the probability of successful settlements on earnings. The impact on
wages discussed below is based upon the data, but the impact on employment
is conjecture, based.upon the theoretical framework adopted. The estimated
effect of investigations, which are expected to serve primarily as a deter-
rent to violatioms, ié consistent with the predicted effect of enforcement
of the wage provision of EEO laws. The obser&ed increase in male earnings
due to enforcement may be the result of firms' substituting toward males
in response to an increase in female earnings. As was shown in the theo-

retical section, the tendency to substitute toward males causes the
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effect of enforcement of the wage provision on the earnings differential
to be ambiguous. Consistent with this ambiguous prediction are the
ambiguous findings concerning the effect of investigations on the earnings
differential (positive in two out of seven cases presented in column
3 of Tables 2 and 3).9 The estimated effect of successful settlements,
which increase the expected marginal penalties for violation of Title VII
and have a direct impact on the behavior of those firms involved, is con-
gistent with the predicted effects of enforcement of the employment
provision (involuntary quotas)--settlements reduced male earnings in the
short run, and reduced the earnings of both males and females in the
long run., On the one hand, increasing the probability of apprehension
under Title VII appears to cause firms to comply with the wage provision--
tg pay women higher wagzs, but to substitute toward men. On the other
hand, increasing the probability of successful settlement under Title VII
appears to cause firms to comply with the employment provision-~te increase
their relative demand for women, but to reduce their overall demand for
labor. (The difference in their effects may be due to the fact that once
a settlement has been reached a firm may be required to adhere to an affirm—
ative action plan.)

The federal contract compliance program was found to have had no measur-
able impact on the male/female earnings differential between 1967 and
1974 or between 1971 and 1974 (results not shown). The earnings of both
males and females are higher the greater the federal share of value-added
in their industry of employment, and both experience faster rates of
earnings growth over the period as federal share increases. Since the

earnings of men and women grew with increases in the federal share at
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approximately the same rate, there ﬁas no significant effect of the

contract compliance program on their earnings differential. These estimates,
combined with the estimated negative effect of the contract compiiance
program on the employment of women found by other researchers, imply that
women do not measurably benefit ffom affirmative action, and may even lose.

Turning now to look at the magnitude of the effect of enforcement of
sex discrimination charges under Title VII on earnings, the results are -
quite striking. Table 4 presents the combined effect of all coefficient
differences, whether significant or not, on investigations and successful
settlements, evaluated at the mean level of enforcement in the later year.

To determine the overall effect 6f enforcement on earnings between 1967
and 1974 (line 4), the pre-amendment long-run effect (line 2) is added to -
the post-amendment short-run effect (line 3).

Although between 1967 and 1974 the gross male/female earnings differential,
measured in logarithms, remained unchanged at .68, enforcement of sex
discrimination charges under Title VII narr&wed the overall earnings differential
by about 7 percentage points. It inecreased female earnings by‘l percent  and
reduced male earnings by 6 percent. The effects for the private sector are
even more pronounced. While the groés earnings differential in this sector
fell from f74ﬁt0“;73 between 1967-and 1974, it would have widened by -
approximately 13 percentage points had it not been for the enforcement of
Title VII during this period. Enforcement had no significant effect on female
earnings and reduced male earnings by 14 percent in the private sector. In
the government sector,Athe gross eérnings differential increased by about 10
percent from .50 to .55 between 1971 and 1974. It was narrowed by enforcement of

Title VII by a relatively small 2 percentage points. TFemale earnings were increased
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Table 4

Computed Mean Percentage Effect of Enforcement of Sex Discrimination
Charges Under Title VII on the Male/Female Earnings
Differential, 1967-1974

Earnings of

Earnings
Females Males Differential
Total Employment
(1) Pre-~amendment short run +1,22%% ~1,17%%% -2.397%
(2) Pre~amendment long run =1,907%%* ~5.317%%% -3.41%
(3) Post—amendment short run +3.10%%* -0.62% -3.72%
Overall Effect of Enforcement
on 1974 Earnings =
(2) + (3) +1.20% -5.93% -7.137%
Private Sector
(1) Pre—amendment short run =1.96% ~1.03% +0.94%
(2) Pre—amendment long «un =6 o457 %k% -9,83%%** -3.38%
(3) Post—-amendment short run +6,207%% -4 ,48% -10.68%*
Overall Effect of Enforcement
on 1974 Earnings =
(2) + (3) -0.25% -14.31% «14.067%
Government Sector
Post—amendment short run +0.94% -1,28%% -2.22%

Source: Tables 1-3.

Note: The figures in this table show the combined effect of investiga-
tions and successful settlements,.evaluated at their respective
means, on earnings. They are computed from male and female
earnings functions for 1967, 1971, and 1974, and are evaluated at
the mean level of enforcement for females in the later year, 1971
or 1974, The earnings functions are presented in the appendix.

#%% Computed from coefficient differences that are significant at a
minimum of the 17 level.
*% Computed from coefficient differences that are significant at a
minimum of the 57 level.
% Computed from coefficient differences that are significant at a
minimum of the 10% level.
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by 1 percent and male earnings were reduced by 1 perceﬁt due to enforcement
of Title VII in the government sector.

The percentage effect of the 1972 amendments to Title VII can best be
seen in the results for the private sector. A comparison of lines 1 and 3.
(Table'3) shows that approximately an 8 percent increase in female earnings
and an 11.5 percent reduction in the male/female earnings differential can be
attributed to the amendments. The 6 percent increase in female earnings
due to enforcement in the post-amendment period contrasts favorably to the
2 percent reduction in female earnings due to enforcement in the pre-
amendment short-run period.

It is instructive to interpret the findings in this table in the.
context of the theoretical background presented éarlier and to offer some
alternative explanations. As noted above, statements concerning wages
are based upon the data, while statements concerning employment are based
upon the theoretical background. The consistent narrowing in the malg/
female earnings differential across sectors and time periods suggests that

enforcement of sex discrimination charges under Title VII increased the

10 For the post-amendment period,

demand for females relative to males.
the positive short-run effect of enforcement ofnsex discrimination charges
on female earnings, along wi;h no significant effect on male earnings,
suggests that enforcement increased the demand for females, and/or
increased their wages without causing a significant substitution towards
males. The consistently negative effect of enforcement of sex discrimina-

tion charges on male earnings suggests that enforcement decreased the

demand for males~-net, firms appear to have substituted toward females.
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The most interesting finding 18 the significant improvement between the
pre- and post-amendment effects of enforcement on earnings in the private
sector. The most important change brought about by the 1972 amendments to
Title VII was granting the EEOC the right to sue a private respondent after
failures of conciliation. In contrast, the EEOC was not given the right
to sue a government respondent. In support of the hypothesis that it was
this new power that Increased the effectiveness of Title VII enforcement
is the finding that pbst—amendment enforcement in the government sector is
more similar in its effects to preQamendment enforcement in the private
sector than it 1s to post—amendment enforcement in the private sector.

Nevertheless, alternative explanations for the post—amendment success
of the EEOC in increasing female earnings and in narrowing the male/female
eérnings differential cannot be ruled out. If discrimination against
women were the result of tastes or faulty beliefs about the productivity
of women workers, then post—amendment enforcement could reflect learning
on the part of employers about the true characteristics of women workers.
Moreover, given that EEO has been the policy for ten years, the relative
success of post-amendment enforcement could be a consequence of an incréase
in the skills and qualifications of women. Women have had the time to
acquire increased education and trailning in response to an increase in
opportunities brought about by the enforcement of EEO laws. It is possible
that firms previously met their EEO hiring goals by employing women with
lesser skills. Seven years later, they meet their goals with no skill
reductions (or with skill increases) because of supply responses by women
to increased opportunities. These explanations would further suggest that

we will not observe the same long-run negative effects on female earnings
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for post-amendment'enfOrcement.thatiwefOBServedTforfpréeaﬁenément
enforcement. Finally, the more positive effects of enforcement on earnings
in the post—amendment period could reflect changes in priorities on the part
of the EEOC toward women constituents as a consequence of the growth in

the power of the women's movement. Since the above explanations are not
mutually exclusive, the results may reflect the effects of any or all of
them.

It is informative to examine the distribution of gains and losses in
earnings from:enforcement:of sex discrimination charges:under Title VII-by
experience interval and by education class. The samples of men and women
were stratified by years of labor market experience and by education;
separate regressions were run for each of these groups. Table 5 presents
the combined effect on earnings of all coefficient differences and of
significant coefficient differences only on investigations and settlements,
summed over the pre-amendment long-~run and the post-amendment short-run
periods, evaluated at the mean level of enforcement in the later year.

(The detailed figures on which these summary results are based are pre-

sented in Appendix B, Table 8.)

The primary gainers from enforcement of Title VII between 1967 and 1974
were high school graduate women. Theilr earnings were increased by between
i.3 and 3.9 percent due to enforcement over the period (columns 1-2, line 8).
The primary losers from Title VII enforcement were males with 11 or more years
of labor market experience, whose earnings were reduced by between 3 and 17
percent (colummns 3-4, lines 3-6), and both females and males who had not
completed high school. Their earnings were reduced by 6 to 7 and 9 to 11

percent, respectively (columns 1-4, line 7). The groups whose earnings
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Table 5

Mean Overall Percentage Effect of Enforcement of Sex Discrimination
Charges Under Title VII on the Male/Female Earnings Differential,
By Years of Experience and Education, 1967-1974

‘Earnings of

Earnings
Females Males Differential
A1l Coef-  Significant All Coef-  Significant All Coef-  Significant.
ficient Coefficient ficient Coefficient ficlent Coefficlent
Differences Differences Differences Differences Differences Differences
Expéfience, ‘ — » v
Interval
0-5 ~-2.13% -0.31 -0.48% 0.00 +1.647 0.00
6-10 ~3,74 -4.63 -2.54 0.00 +1.21 +5.46
131-20 +4,13 0.00 -~7.10 -7.13 ~-11.24 -8.95
91-30 +7.264 0.00 -2.66 -3.35 -9.91 0.00
3140 ~0.96 -2.41 -3.87 -6.10 -2.91 0.00
41+ ~0.93 0.00 -16.66 -13.19 -15.73 0.00
Education
0-11 7 42 -6.10 -8.59 -10.65 -1.17 -3.73
12=15 +3.93 +1.34 ~-3.92 0.00 -7.85 -3.68
16+ +0.60 0.00 -2.32 0.00 -2.93 0.00
Total +1.20 +3.94 =5.93 -5.31 -7.13 0.00

Note: The overall effect of enforcement is the sum of the pre-amendment long-run
effect and the post-amendment short-run effect:bHf.investigations and successful
settlements combined. The detailed figures underlying these results are presented
in the Appendix B, Table 8. ’

Nears of experience is defined as (Age-Education-6).
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were unaffected by enforcement were males with 0-10 years of labor market
experience, females with 11-30 and 414+ years of experience, college-educated
females, and males with a high school education or more. By education

class, the male/female earnings differential was significantly narrowed for

all but those with a college'education. By experience interval, the earnings
differential was significantly narrowed for those with 11-20 years of experience,
but it was significantly widened for those with 6-10 years of experience and
possibly for those with 0-5 years of experience as well.

The results by experience (exposure) interval for women bear closer
scritiny. Significant earnings reductions due to enforcement were observed
for women with 0~10 years of labor market exposure (average ages 18-30 years)
and 31-40 years of exposure (average ages 48-57 years), while no significant
earnings changes due :zo enforcement were observed fqr those with 11-30 years of
labor market exposure. The women with 0-10 years of exposure are new entrants
into the labor market and those with.31-40 yedars of exposure, reentrants into the
labor market after the child-bearing and rearing years (approximately the
yvears 11-30 of labor market exposuré). ‘To the extent thét Title VIL
enforcement creates a premium for women, human capital theory suggests
that the effects should be greatest for these cohorts of women. Firms
are more likely to invest in workers with longer expected periods of
continuous participation and such individuals are more likely to invest in
themselves. Thus the earnings reductions for these cohorts appear to
present a paradox. There are several possible explanations for these
findings: (1) because théy have the greatest career mobillity, any reduc-
tion in demand for women due to enforcement affects the earnings of new

entrants and reentrants most strongly; - (2) successful enforcement of the
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employment provision in the early period dfew more women with lower
-qualifications into the labor force thereby reducing average measured
wages; (3) more women entered training programs requiring greater com-
ponents of foregone earnings. The evidence necessary to distinguish
between these alternatives should be found in the future earnings profiles
for these cohorts of women and in an analysis of changes in thelr employ-
ment.

The finding of earnings losses due to enforcement in the youngest
cohorts of women is in direct contrast to the finding of no earnings losses
only for the youngest cohorts of men. The pattern of earnings reductions
across experience intervals for men suggests that, despite the enforcemént
of sex discrimination charges under Title VII, it was business as usual

“with respect to the Eiring and training of young men. The pattern leads
us to speculate that firms accommodate the new requlirements for hiring -
women by the process of attrition. Th#t is, as older men vacate positions,
they are filled either by young men or by women. When older men search
for new jobs they find stiffer competition than previously and must accept
lower wages than they otherwise would have. TFurther, by filling jobs with
younger, more highly-educated males, and by letting older males go, firms
can increase the stringency of hiring standards for any particular job.

By so doing, they may be more able to claim, if they so desire, that
women do not meet the standards for the job, although women would have

net the standards previously.
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Conclusions

The major finding of this paper is that enforcement of sex diécrimination
charges under Title VII reduced the male/female earnings differential between
1967 and 1974 by.abou: 7 percentage points overall and by about 14 percentage
points in the private sector. This finding suggests that enforcement
increased the demand for women relative to men., The earnings of women were
not uniformly increased by enforcement, however. The only group of women
who actually showed a net éain in earnings due to enforcement over the entire

period were high school educated wemen,.and-thelr earnings were increased

by only 1 to 4 percent.

The earnings of males were significantly lower in 1974 due to the
enforcement of sex discrimination charges under Title VII during the
preceding seven years. Enforcement appears to hgve decreased the demand
for men. The largest losses occurred for older men and for men with less
than a high school education. Of note is the finding that for the youngest
cbhorts of men and for men with a high school education or more, earnings were
not reduced by enforcement.

The impact of enforcement under Title VII on earnings aiffers
significantly between the two compliance measures. Increasing the probability
of apprehension appears to cause firms to compl& with the wage provision--
to pay women higher wages, but to substitute toward men. Increasing the
probability of successful settlement appears to cause firms to comply with
the employment provision-—to increase their relative demand for women, but
to reduce their overall demand for labor. "The federal contract compliance

program was found to have no measurable impact on the male/female earnings

differential.
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Of significant note is the finding that post-amendment enforcement of
sex discrimination charges under Title VII had a more positive or 1esé
negative short run effect on the earnings of females and males, and caused
a more significant reduction in the male/female earnings differential, than
pre—amendment enforcement. There was an advantage of about an 8 percent
increase in female earnings and an 11.5 percent reduction in the earnings
differential. That post—amendment enforcement was more successful at
meeting the law's goals than pre-amendment enforcement may be attribut-
able to the right to sue private respondents granted the EEOC by the 1972
amendments to Title VII. However, alternative explanations are possible
as well. It was also found that, over the long run, pre—-amendment enforce-
ment reduced the earnings of both males and females. We have not yet seen
the long run for post—émendment enforcement; the significant improvement
in the short-run effects suggests that they may well be consonant with

the intent of the law.
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Appendix A

Ranking of State Groups on Title VIT Enforcement Measures

Probability of Successful

N.J.

Incidence of Investigations _Settlement
1968 - March April 1972 - 1968 - March April 1972 -
Rank 1972 1974 1972 1974
1 D.C. D.C. Me., N.H., Florida
R.I., Vt.
2 Ohio Ark., La., N.C. N.J.
Okla.
3 Ala., Miss. Texas Conn. Me., N.H,,vR.I.,
vt.
4 I1l. Ariz., Colo., Florida . Mich., Wisc.
Idaho, Mont.,
Nev., N.M.,
. Utah, Wyo.
5 N.C. Ind. Ind. Pa.
6 Ind. - Alaska, Alaska, Ind.
Hawail, Oreg., Hawaii, Oreg.,
Wash. Wash.
7 Ky., Tenn. Iowa, Kans., I11. Iowa, Kans., Minn,
Minn., Mo., Mo., Nebr., N.D.,
Nebr., N.D., S.D.
S.D
8 Ariz., Colo., Florida N.Y. Texas
Idaho, Mont.,
Nev., N.M.,
Utah, Wyo.
- 9 -~ Ark., La., " Ala., Miss. Ark., La., Ky., Tenn. -
Okla. Okla.
10 s.C., Ga. ¥N.C. Calif. Ark., la., Okla.
11 Calif. Ohio N.J. Conn.
12 Mass. 5.C., Ga. Alaska, Hawaii,

Oreg., Wash.
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Probability of Successful

Incidence of Investigations Settlement
1968 ~ March April 1972 - 1968 - March April 1972 -
Rank 1972 1974 1972 1974
13 Texas Pa. Ohio Ariz., Colo.,
Idaho, Mont.,
Nev., N.M., Utah,
Wyo.
14 Alaska, I11. Ala,, Miss. I11.
Hawaii, Oreg.,
-Wash,
15 Iowa, Kans., S.C., Ga. D.C. N.Y.
Minn., Mo.,
Nebr.’ N.Dl’
S.D.
16 Florida Conn. Mich., Wisc. s.C., Ga.
17 Pa., . Mich., Wisc. Ariz., Colo., Calif.
N Idaho, Mont.,
Nev., N.M.,
Utah, Wyo.
18 Mich., Wisc. Ky., Tenn, Texas Del., Md., Va.,
W.Va.
19 Del., Md., ' Me., N.H., Ky., Tenn. Ala., Miss.
Va’,’ W.VB. RoI., th
20 Conn., Del., Md., Del., Md., N.C.
Va., W.Va, Va., W.Va.
21 N.Y. Calif. Iowa, Kans., D.C.
Minn., Mo.,
Nebr., N.D.,
S.D.
22 Mass. N.Y. Pa. Ohio
23 Me., N.H., N.J. Mass. Mass.

R.I., Vt.
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Appendix B
Table 6

Earnings Equations for Females in 1967, 1971, and 1974, for the United States

1967 1971 1974

Igdependgnt Varigples Coefficient j;—valge) Coefficient (t-value) :‘Coefficient (t-value)
Constant - +3.883 (66.29) | 3.436 | (72.90) ' 3.719 (75.20)
Education .074 (35.47) .080 (42.09) .076 (38.46)
Experience .034 28.43) .028 (26.19) .032 (27.17)
(Experience)? -.0006  (24.70) -.0005  (20.61) ~.0005  (22.34)
South -.038 (2.34) ~-.048 - (3.46) -.061 (4.06)
North Central -.006 '(6.39) -.036 (2.73) -.050 (3.60)
West | -.011 (0.65) -.064 (4.27) -.065 (4.19)
SMSA _ .185 (13.98) .167 (16.82) 144 (14.00)
Government : | .166 (7.72) .179 (9.55) S .138 (7.21)
Ln(weeks worked) ~.248 (27.11) ~.079 (10.06) -.095 (11.46)
Part-time -.751 (62.44) -.870 (84.26) ~.868 (81.66)
Unemployment rate .555 | (0.79) .993 (3.23) 1.292 | (3.53)
Single ‘ -.165 (11.17) ~ -.155 (11.95) - -.139 (10.31)
Other married .025 - (1.90) -.019 (1.61) .003 (0.28)
Number of children -.035" (8.27) ~-.030 (7.56) -.033 (7.60)
Home specialization -.191 (13.38) -.129 (9.72) -.138 (10.05)
Black (B) t.228 (2.00) .252 (2.57) .067 (0.63)
B * Education | .003 (0.59) ~.017 (3.38) -.010 (1.67)
B * Experience ©.0002 (0.16) -.007 - (7.39) ~.005 (4.74)
B * South - ) -.193 (5.94) - -.176 (6.13) ~.134 (4.41)
B * SMSA R o o.121 (3.43) .065 (1.98) .031 (0.88)

B * Government .167 (4.29) .129 (3.94) .020 (0.58)
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Table 6--Continued.

1967 1971 1974
Independent Variables Coefficient (t-value) Coefficlent (t-value) Coefficient (t-value)

B * Ln(weeks worked) ] —.1731 (6.62) -.023 (1.05) ' .017 (0.72)
B * Part-time .092 (2.69) 035 (1.16) ' .061 | (1.83)
B * Number of children .025 (3.18) 034 (4.74) .019 (2.17)
B * Home specilalization .084 (2.13) .023 (0.64) .084 (2.15)
Federal share of industry

product .307 (10.14) .382 (12.06) .389 (11.95)
B * Federal share ‘ .042 (0.50) -.119 (1.67) -.023 (0.28)

Incidence of investigations

1968-March 1972 -.010 (0.17) .136 (2.61) 172 (3.05)
April 1972-1974 ~.149 (6.64) -.134 (7.05) -.076 (3.88)
Probability of successaful
settlement
1968-March 1972 134 (5.41) .126 (5.72) . .055 (2.41)
April 1972-1974 ~.045  (1.70) -.006  (0.18) 020  (0.83)
R2 .34 .43 | .40

Source: 1968, 1972, and 1975 CPS.
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Table 7

Earnings Equations for Males in 1967, 1971, and 1974, for the United States

1967 1971 1974
_.Independent Varighles Coefficient (t~value) Coefficient (t-value) Coefficient (t-value)

}
)

Constant . . 4.696  (108.15) 4,166  (110.18) 4.314  (106.06)
Education | 069 (58.82) .068  (58.25) 068 (53.44)
Experience .045 (45.99) : . 044 (46.48) .046 | (44.27)
(Experience)? -.0007  (40.75) -.0007  (41.67) -.0008  (39.77)
South o -.082 (7.54) -~.067 (6.42) ~.055  (4.69)
North Central =~ ' .050 (4.61) .029 (2.83) .017 (1.51)
West | .001 (0.07) -.027 (2.41) -.060 (4.88)
SMSA . .151 (16.57) .129 (17.05) 114 (14.24)
Government .008 (0.48) .006 (0.37) -.045 (2.72)
Ln(weeks worked) - =.330 (43.59) -.114  (16.51) -.097 (12.71)
Part-time o -.807 (63.14) -.896  (75.73)  -.878 (70.36)
Unemployment rate ' 1.243 (2.62) 1.027 (4.39) 1.685 (5.80)
Single ‘ ~.527 (49.03) -.421 (40.62) ~.401 (36.49)
Other married ~-.214 (14.70) -.178 (13.06) -.170 (12.13)
 Veteran 057 (7.74) .039 (5.38) 035 (4.33)
Health ~.104 (6.39) ~.065 (3.65) ~.037 (1.87)
Black (B) -.054" (0.64) .142 (1.83) ~.003 (0.31)
B * Education | — 014 (3.79) =025  (6.61) ~.017 . (4.00)
B * Experience —~.008 (2.98) -.011 (4.15) | -.004 (1.40)
B * (Experience)® ~.0001 (2.12) 0001  (2.85) .0000 (0.67)
B * North Central .105 (3.89) .070 - (2.52) .098 (3.21)

B * SMSA 115 (4.46) .118 (4.46) - .098 (3.23)
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Table 7-—Continued.

1967 1971 1974
Independent Variables Coefficient (t-value) Coefficient (t-value) Coefficient (t-value)

B * Ln(weeks worked) - =-.033 (1.49) -.022 (1.10) -.018 (0.82)
B * Part-time .185 | (5.01) .125 (3.53) 131 (3.42)
Federal share of industry |

product ' .184 (11.02) .205 (11.59) .253 (12.59)
B * Federal share 13 (2.27) 095  (1.78) 033 (0.56)

Incidence of investigations

1968-March 1972 -.015 (0.38) .120 (3.00) .116 (2.59)

April 1972-1974 -.045 (3.00) -.066 (4.59) -.036 (2.31)
Probability of successful
gsettlement -
1968-March 1972 l .154 (8.74) .101 (5.79) .019 (1.00)
April 1972~-1974 - -.034 (1.68) -.024 (1.23) -.053 (2.58)
R? i51 .55 .53

Source: 1968, 1972, and 1975 CPS.
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Table 8%

Computed Mean Percentage Effect of Enforcement of Sex Discrimination Charges Under Title ViI on the
Male/Female Earnings Differential, By Years of Experience and Education, 1967-1974

Earnings of

on 1974 Earnings = (2)+(3)

Females Males Earnings Differential
(1) (2) (3) @ ) @) @) (8) ©)
Investi- Settle-~ Investi- Settle- . . Investi- Settle- -
gations ments 1 + (2) gations ments (4) + (5) gations ments (7) + (8)
" Experience
8-3
(1) Pre-amendment short Tun +2,34% ~3.58% -1.24% +2.55% +1.71% +4.262 +0.21% +5.29% +5.50%
(2) Pre-amendment long-run +3,13% =7.94%*% -4.81 +0.75 -1.48 -0.73 ~-2.38 +6.46 +4.08
(3) Post—amendment short -run +§,50%%% -1, 82 +2.68 +1.54 -1.29 +0.25 -2.96 +0.53 ~2.44
Overall Effect of Enforcement
on 1974 Earnings = (2)+(3) =2,13% -0.487 +1.64%
6-10
(1) Pre-amendment short run 40,23% +3.77% +4.017% +1.41% -1.35% +0.067% +1.18% -5.13% ~3.95%
(2) Pre-amendment long run -4+0.39 +2.00 +2.39 +2,.52 ;2.69 -0.17 +2.13 -4,69 -2.56
(3) Post-amendment short-run =—4.63*%* -1.50 -6.13 +0.82 -3.19- -2,37 +5.46%%  -1,69 +3.77
Overall Effect of Enforcement
on 1974 Earnings = (2)+(3) =3.74% -2,54% +1,21%
1120
(1) Pre-amendment short-run +3.05% +7.79%%% +10.84% -0.40% -2.06% ~2.467Z -3.45% ~9.85%*%*% -13,30%
(2) Pre-amendment long Tun +0.56 -0.88 -0.32 -0.71 ~9.83%%% -10,54 -1,27 -8.95%% 10,22
(3) Post-amendment short.-run -+0.37 +4.08 +4.45 +2.70%%  +0.74 +3.44 +2.33 -3.35 -1.02
Overall Effect of Enforcement
on 1974 Earnings = (2)+(3) +4,13% ~7.10% -11,24%
2123
(1) Pre-amendment short -run +1.86% ~1.01% +0.84% +1.10% +1.22% +2.27% -0.76% +2.23% +1.47%
(2) Pre-amendment long run +1.01 +0,22 +1.23 +2.57%%  -5,92*%% 3,35 +1.56 -6.14 -4,58
(3) Post-amcndment short run +0.84 +5.18 +6.01 +0.86 ~0.17 - +0.69 +0.02 ~5.35 ~-5.33
" Overall Fffect of Pnforcement
on 1974 Earnings = (2)+(3) +7.24% ~2.66% -9.91%
3140
(1) Pre-amendment short run +1.73% -0.87% +0.87% +1.12% -1.92% -0.81% -0.617% -1,06% -1.67%
(2) Pre-amendment long run +2.35 -6.48% -4,13 +1.68 -6.10%% =442 -0.67 +0.38 -0.29
(3) Post-amendment short run +4.07%% -0.90 +3.17 +0.52 +0.03 +0.55 -3.54 +0.93 -2.62
Overall Effect of Enforcement -
on 1974 Eamings = (2)+(3) ~0.96% -3.87% -2.9%7%
-[.1—.{-
(1) Pre-amendment short run -0.54% -6.47% -7.02% +2.41% -8.53%%% -6,12% +2.967% -2.06% +0.897%
(2) Pre-amendment long run +1.03 -6.13 -5.10 +2.33 -13.19%** -10.86 +1.30 -7.06 -5.76
(3) Post—amendment short-run +0.51 +3.66 +4.,17 ~2.82 -2.98 -5.80 -3.33 -6.64 -9.97
Overall Effect of Enforcement -
~0.93% ~16.667% -15.73%
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Table §--Continued.

Earnings of

Females Males Earnings Differential
&8} 2) 3 (4) (5) 6 N (8) 9
Investi~ Settle- investi- Settle- Investl~ Settle~
gations ments (1) + (2) . gations ments (4) + (5) . gations ments (7 + (8
. Education
0-11
(1) Pre-amendment short rum =1.87% -~1.37% ~3.24% +2,17%%  ~7.19%%%% 5,027 +4.047%%% -5,82% -1.79%
(2) Pre-amendment long- run ~0,82 -6.10% -6.92 +4.9B*%k -15,63%k* 10,65 +5,80%% -9, 53%%  ~3.73
{3) Post-amendment short-run +0.28 -0.78 ~0.50 +1.40 +0.66 +2.06 +1.12 +1.44 +2.56
Overall Effect of Enforcement ’
on 1974 Earnings = (2)+(3) +7.42% -8.59% -1.17%
12-15
(1) Pre-amendment short -run +3,36Z*%%% ~2,08% +1.28% +1.06% +0,25% +1.30% -2.30% +2,.33% +0.02%
(2) Pre-amendment long run +2.98%%  ~4,08% -1.10 -0.70 ~2.56 -3.26 ~3.68%% 41,52 «2,16
(3) Post—-amendment short-run +2.44%%  +2.59 +5.03 - +1.08 -1.74 -0.66 -1.38 -4.33 -5.69
Overall Effect of Enforcement ]
on 1974 Earnings = (2)+(3) +3.93% -3.92% ~-7.85%
16t |
(1) Pre-amendment short run -0.59% +3.86%% +3.267% 4+0.22% +0.267 +0.47% +0,812 -3.60% -2.79%
(2) Pre-amendment long run +0.36 ~0.94 -0.59 -0.04 -0.69 ;5.72 -0.39 +0.26 -0.14
(3) Post-asmendment short run +3.02 -1.83 +1.19 ~-0.21 -1.40 -1,60 -3,23 +0.44 ~2,79
Cverall Effect of Enforcement : _ ' i _
on 1974 Earnings = (2)+(3) +0.60% -2,327% .. ~2.93%

Source:

fote:

1968, 1972 and 1975 CPS, and EEOC charge inventory data.

The figures in this table are computed from male and female earnings functions for 1967, 1971 and 1974 and are

evaluated at the mean level of enforcement for females in the later year, 1971 or 1974.

wekk s

%%, * Based upon coefficient differences that are significant at the 1%, 5% and 10% levels, respectively,
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NOTES

lFor many jobs, the applicable ratio is that of females to males
in the labor force; for other jobs, for example professional jobs,
more sophisticated mefhods for determining availability are required.

2The increase would occur if the output expansion elasticity of
women was greater than that of men (Heckman and Wolpin, 1976). -

3The probability of succeésful litigation cannot readily be measured-
empirically because the EEOC does not maintain a record of litigation
activities in its compliance file. To some extent, the effect of
this variable,will»be picked up by the variable measuring veoluntary
settlements. It can be argued that firms would be more likely to
settle voluntarily in areas where the probability of successful
litigation after an unsuécessful settlement and the costs of litigated
settlements are higher.

4A conciliation is attempted subsequent to a cause finding of discrim-
ination. The probability'of successful settlement is, therefore, conditional
upon a finding of discrimination or upon an agreement by.a firm
to settle before a decision is reached. While agreeing to a pre-
decision settlement may reflect a desire to avoid any further costs
involved in an investigation, it is also likely to be based upon.a pre-
sumption of cause. Therefore, the probability of successful settlement
measure excludes those firms that are found not to have committed a
violation.

5I wish to thank these authors for allowing me to use their data on

government shares of industry output..
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6This model does not take account of the possibility of simultaneous
equaitions blas if the enforcement variables are endogenous. The data
necessaxy to estimate such a model are not available. However, pre-
vicus estimates on the effect of enforcement of fitle VII on thé weekly
earnings of black males relative to white males found no significant
difference between the tﬁo~a£age léast-squares and ordinary least-
aquares estimates (Beller, 1975).

7Wéekly earnings are measured in nominal terms. Since the dependent
variable 1s the natural logarithm of earnings, only the constant term
in the regressions is affected.

8These t-statistics are calcﬁléted under the assumption that the
covariance ofithe estimated coefficients is equal to zero.

9The finding that i1vestigations between 1968 and 1971 caused an insignifi-
cant increase in the male/female earningé differential in the private
sector is similar to findings from an earlier study. Using the incidenée
of charges filed with the EEOC per employee as the'measure of Title VII
enforcement, the study found that enforcement in 1968 and 1969 had - a.:
negative but insignificant effect on the éarnings of black males relative
to white males (a positive effect on the earnings differential); The
study further decompoéed the negative overall effect of eﬁforcement
into a significant negative effect from enforcement'df‘thé wége prdﬁision
and a significant positive effect from enforceﬁent of the empioyment provision.

The effect of the wage provision clearly appéars to have dominéted the

deterrent effect, measured by charges filed or investigations completed,

of enforcement of Title VII (Bellér, 1975, pp. 26-36).
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1OIn fact, there is xeason to believe that the magnitude of the effect
of enforcement on the earnings differential, particularly in the
long run, may be understated in these estimates. It is argued that
enforcement increases the demand for women relative to men. In those

states where demand increases more, there mey be a supply response

on the part of women from other states. Given a long enough time

period to make the adjustment, women may migrate from low enforcement

"to high enforcement states. Of course, such a migration would have

the effect of both limiting wage increases in high enforcement states
and of Increasing wages In low enforcement states, causing the effect
of enforcement on the demand for.women to be understated. In fact, if
women were perfectly mobile across states (which is unlikely), these
differential wage changeu by degree of enforcement could be wiped out
entirely. As we will see later, enforcement had no significant effect
on the earnings of college-educatéd women and wvery little effect on
the- earnings of women with 0-5 years of labor market experience,
relatively mobile groups. We have implicitly assumed in these esti-

mates that enforcement's primary impact is on demand.
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