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THE COST OF RACIAL DISCRIMINATION -

- FRIDAY, OCTOBRR 19, 1079 ¢

. Congress oF THE UNITED STATES,
- JointT Economic COMMITTEE,
: . . Washkingion, 9.C.

The cominittee met, pursuant to notice, at 10:32 a.m.; in room
210. Cannon House Office Building, Hon. Parren J. Mitchell (member
of tile,commibtee) presiding. ° . . )

Present: 'Representative‘ivlitcholl.j . _

Also present: David W, Allén and M. Catherine Milter, professional

staff members; . Mark Borchelt, - administmtive assistant; Katie -

MacArthur, press assistant; and ‘Mark R. Policinski, minority pro-
) /

fessional staff member. . ‘ _

OreNING STATEMENT oF REprEsENTATIVE Mrrdurcr, PresminNe

Representative MrrcueLL, Good morning. The hearing will -now

come to order. -%.
Today we shall hold-a hearing tb address the lssife of oconomic

disparities thdt exist between white and black Avherjca.  °

he focus of this hearing will be to dévelop costs associated with -

-, economic’ disparities and to provide.a background for an«analysis ol

thetcodts of discrimination. . , . '
-, -As a Member of Congress, I have been & proponent of economic

_growth an¥ programs targeted to meet fhe needs of the minority-.

annoyed when I constgntly refer to the dlsh)@rit;y of unemployment
and the disparity of rates between blacks and whites. : .

" Th fact, I have earned a name, & reputation as the .economic care-
taker of the black community. T em not at al} sure that is apropos,

byt fievertheless, it is there.

e discussed the disparity in u'nempl.oyment and suggested remedies*

to suggest a,more equitable dispersion. of its effeots, ¥et we have not
‘acknowledged that econgmic disparity is costing the black community
in foregone revenues. . . :
Todey, we want to address the issue of this révenue loss or imposed
cost caused by institutional barriers preventj economic parity.
"We have asked fol"and teceiyved from the Co ressional* Researsh

Service a research pappr which is an estimate of-the loss in potential .

gross national product-due to existing employment productivity, and
wage differentials between white and gonwhf%ﬁwoﬁers in the | nited

‘ States. . . s

. o~
* This paper measures the pofential increase in the Nation’s 'Out_%l_lﬁ .
. assuming 8 hypothetioal situation in which economic differentialb did -
' not exist, while at the same time assuming other crucial accommodating

economic’activity. ‘ .
. 1 -

- community. 1 am reasonably sire that my colleaguey have become -

—
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+ Using 1978 data, this paper shows that nonwhite \workars‘ would
have .gained $9.7 billion'in personal income if their unemployment

__ . " rate and median salary.were commensurate With their white counter-

-

S due to racia

.parts. Due to excessive rates ¢f unempleymént targeted to.the non-
white community, there was a $9.7 billion loss in personsl income.
That Tactor, coup\q_ with a calculation of $27.9 billion that could
have been generated by nonwhite workers, who wers already em-
pl(:{ed,_ had they received the same median full-time awnual wages
.and/or salaries as. white workers, totals $37.6 billion in foregone per-
sonal income in the nonwhitq communipies of Amdrica in 1978, -
« In 1 year, the nonwhite communities of America lost $37.6 billion
i disparities of the community.
Today we have two witnesses who will address the issue of the.costs
of racial disparities in the economy. = _
I am delighted to say that both persons are friends and persoris

whom I have knqwn for a long p8riod of time and individuals for whom

« . 'Ihave a very happy and utmost respect. )

"Mr. Melvin Humphrey, who is the Director of. Research for the U.S.
Equal Employment Opportunity Commission, will discuss his research
and conclusions in, measuting the costs of racial disparities. . -
Mr. Victor Perlo, who is a private consultant and professor at the
New School of Social Researoﬂ, New York, N.Y., w,ilY
. ‘tensive research in the area of racial disparities. -~

. . .Gentlemen, it is-so very kind of'you, beth of you, to take the time .

10 be here. I know what your schedules-are. I know what the demands
“gre on you. v " T
T would suggest that we hear from ‘both of you, and then we will
move into the question period. .- ' Lo
At this point I will place in the hearing record the research paper'1
. referred to in my opening statement. ' :
[.The,"research papet follows:] B .

.

ExisTing EMPLOYMENT, PRODUCTIVITY, AND WAGE DIFFERENTIALB BarwaeN
WHITE AND NoNwHirE WORKERS IN THE UNITED STATES . :

‘(Bv Charles C. Ciccono, spocialist in business and, labor economios, and Joha D.

Fi;l:(,l analyst in labor.economics, Economics IMvision, Congressiohal Research
Service, Library of Congress) . RN ~
. C ACKNOWLEDGEMENTS v
. The authors wish to acknowledge the thou&htful commentg Ard .
N help of Br. Everson Hull, sffecialist in macroeconomics in the Con- °

: gressional Resdarch Service. Of course, any shortfalls in the paper !
>+ must be attributed to the authors. ‘

_ . This analysis estimates the loss in rotentlal 1978 JU.8. .gross national product
.o SGN P) in current dollars due te existing differentipd8 in employment lavels, pro-
uctivity and average wages botween white and ifon-white workers.! This repor{

. measures the potential increase in the Nation's output mhmling, as instrueted
als

by the requester, a hypothetic¢al situation in which the different did not exist,
and assuming other crucial accqmmodating economic detivity., Average Yroduo-
. tivity, employment, and wages are presumed to be equal to that prevailing for
. white workers. v . . ’
“  This report makes no attempt to-isolate particular causes for the existing dif-
ferentials in employment, productivity, and wage levels. Rather, the analysis
recognises that many current or past causes may exist, including: (@) Unequal

° \' ' skill and educationpl levels; (b) racially*discriminating hiring and pay. raise policies;
) 1 We refer to current iQ?&dglhn. . . ST e
~ . LI Y *
] N A Y
+ 1 '\‘

. . .
. . .
. *+ g “ -
- ) . . T - -
. »
' . .

discuss his ex-

AN EsTIMATE OF THE LoBm IN Porengiac. Gross National Propuer Dvuw R)

va



»

- -

Q

ERIC

\ .8 -
. . ’ s ) .
(/) uhnqual hgnkth eare and housing; {d) differencos in lnhor markot mobility,
(e) dinparitics in personat motivation nad effort. Whilp each of these possible fae-
tofs may be the (l\lrmw oF direer result of overt ax well ae lntent discrignnation,
thiA annlysis makes no sttompt to assign degrees of probability or neverity to
ny one factor: Instead, it uses available datn which indieate that substgftial
ditferences in vmplﬁ_\'nu\m levels and wage rates exist between white and won-
white workers, Given thase data, the report quantifies the hypothetienl addition
to GNP forgone due to these |lilfm'vmiu 4, . :

Beenust the factors involved in measuring the petential addition to. GNP aro-
numerous and complex, this analysis makes the following crucial assumptions, -
seme of which myy be questioned: PR
< (1) In the absence of histprienl forees generating employ ment and wage ditfer-
entinls between white and non-white workers, no differences in average competence
and productivity between rnees would exist. Thus bhoth white and ,nnn—wh'm‘
workers would he proportionally dispersed antong occupations, would on' the
avernge have equal skill lever, and would have equal mediap annual pay.? (We
assume workers would be paid the value of their mfirginal produet.) . ®

(2) Non-white wgrkers woulkd he pdid at the annual median wage loved prevail-
ing for white workers® | ' o . .

3y Ineggased jois compelition would not signiticantly ehange the moedian_pay
for whites provailing in nny labormarket; median annual pay levels for all workers
would be equal to those currently prevailing for whites. - v

{4) Uneniplovmvnt among all workers tue to racinlly diz:jriminumr_v. htring
practices wollit not exisg, average ecmployability of all races wonld bo the samet
unemployment rates for non-white workers would he equal to thoese existing for
white workers. {We assume no changes in labor foree participat on)d ’

(5 Aggregate demand foF gogds and services: would expand sufliciently to
abisorh inceregsed output generated by more productive cimptoyed non-whites,
and*by newly cemployed non-whites; savings and igvestment would grow sufli-
ciently; the monetary suthorities would make the necessary adjustments in the
money supply. . LT . .

Giiven the above criticnl assumptions, this nnalysis uses the following data:

'(]u) Average annual unemplogment tates for white sl non-white workers in
197K, .

() Madian annual earnings of full-timo wage and salary white and non-white
workers based on weekly swage lovels prevailing in May 10788 S

(¢) -The- amdunt of transfer payments (unemployment com ensation, food
stagnps, Aid to Families with Dependent Children Uliemployod Parent) received
by black uncmployed-kends of howsehald in fiseal 1978,

These data were thon used to compute the following: :

(@) The number of additional non-white workers who would have been om-
ploygdl in 1978 had the unemploymgpnt rate for non-whites been oqual to the rate -
exinting for whitgs in that year, .o

(tn '%‘h(\. grgregate amount of wages awd galaries these additional employed
non-white workers®would have peeeived in 1978 if they wero equally quaalified’
as whitegznnd werd paid at the white imedian full-timd annual earnlngs lovel, :

(¢) 'Bhe. estimated amaunt of transfer payments réecived by the provioudly
unemployed non-whites as an offset’ to the additional total zpendablo earnings
gemerated nmong the newly employed nonwhito workers, .

(d) The additional aggregate amount of wa ¢s nnd sularics thealready employed
non-white werkers would have reeejved in 1978 had their median full-time, annual
wogo and saliry lovels been égual to the annual medinm full-thne wige level
pravailing for white workers in 1978, - . . .

(6) A multiplier of 2.5 is applienble to the. Yotal of (b), (¢} and (d) nbove te
account for the multiplier offect guch additjonal incomo would have on GNP.
While the 2.5 factor is considered to be ut the higher end.of reasonable estimates,
it is considered approprinte in this case beeause of the relatively strong impaot
these changes would have on low income groups in the cconomy.

3

3 50 petcent of all- workers oatn more than the median | 80 'per. nt earn less.

3 A more llkely situation might be emxuhntlon of wage lévels 4l|‘zhtly below that pre-
valling for wpites; hogover, there is n regg mothod for determining the equilibrium
median, wage.” Consequently, we have amsumed that ponwhites would on the average be
pald at the median level t%mvtllln[a for whiten. 4

4 A declime in ‘the national unemployment rate is typically associated with increascd
1abor force participation by discouraged and other workers. -

SRy using earnings for full-time employeds, we have implicltly assimed that all em-
ployed,nonwhites are, working full-time*and assumed that the additionm nnw}‘y)o.mﬂlo od

(31

v \}l’o‘x:‘\.vhitea get full.tlme john. We have made thin assumption only hecause of mita:
.o n » . N . -

. . . « A . v

[] 1
o
; X ).:, '\& . .
' N - - . ' a3l
L - .~ -
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) Because this estimation process s one of several which could hnvq heen used
e w. ... tho results-roptesent only n reugh oatimate of .the potontial impaction GNP of

’ resent mn‘)loymont and salary differentials hetween white aid non-whiteworkera:
' ased on the assumptions-and limitations specified in this report, this proocedure
oatimates that the impaet of racink differentials iir employment and incomo on

N 1978 current dollag GNP could have beén approximately $93.5 billlon. This is

equivalent to n potentinl increase of 4.4 percont over 1978 GNE. (Kven though we
. have assumed otherwise, this $03.5 billion increase would most likely RM be

capturéd totally within 1978, Our assumption avoid difficultios in apporfioning
the QN I~ incrense botweon 1978 and future years,) Although this GN > inerpnse
would be a ogee-and-for-all time adjustment, higher. levels of GNP in succosgivo -
yoars brought about by the nssumed more cquitable, efficlent, and robust total
Tubor market‘would benefig the oconomy a8 a whdle, and would avoid any waste of
R latent manpower associnted with wide discriminttory «differentials in wage ande

loyiment levels. )

em
. ‘- BM-&\ and caloulatigns used in arriving at this cktimate ate:

N . <(1) (a) Labor forco data, 19782 . .
R .. * ) N ¥ - ; ¢ [ 4 g ) *
K . ) . lAnnu!nugnl_ R
., ) ’ . A - T - .. N . ,l. e FR N
' . . ' white Nonithite”
. . . - 3
Civitian tabor force. .. >...... . et enaens 8,4%,00 11,984,000,
. i _
N Employ®d. .. ...l e 83, 836, 000 10,89
Unemployed. ... .. ...l P, S e v e 4,620, 000 1,427,
! £ Upemployment rate (parbend. ... Ve pee e SRR TEETRR TN

. a

4 Sb) Number of non-white workers unemployed if the 1978 annual average non-
white unemployment rato gl('.} :}.gop('wccnt) was equal to the white 1978 average

annual rate (5,2 rorcqpt): 6 . -
., (¢ Difference hatwoen the actual 1978 annual gvdyage nop-whito employmont °
21,427 00()? and “equdized” nor\-whit.o unemployment above: 805,000,
' (2) Median earnings of full-tinke Wage and Salary Workers, May 1978.7
o ,_x._-..,.__...__-.,\......,...._..'______- TR SRS . ‘ FUP A S e ey
. ™ ' : P White warkers .  Black workers .lemontlll“
" Weakly earnings ... [ T 181 Tyt
A;l:un 7 RN S ey ° 9,‘412 12,652
lw“_..k me s g e ;A._.T*_.J
1 Por yoar, ! . ', .- ) ) . -
* - (3) Additional \‘v;ggo and salaries earned if employment for white and nen-white
s workers were equalized at 5.2 percent and if annial median wage and salary lovels
) = were equalized at $12,004: . '
805,000 fwhito' angl non-white unemployment diffprential) :
. . X'$12.064 (arnualized whito 1978 wage and splary earnings) © .
’ . T $9.7 billion, ' T

7 (4) Additional wnges and salaries oarned if n.lroady elnYlOYO(l ron-white workers
. ;gt;éivud the same median f u‘l-timu ainfual wages‘and salaries as white workers in

K .‘-_ 1'0,537,000'(humb0r of non-white workers employed in 1978) 1 .. °

., > X $2,662 (oarnings differential) . ) :

, * $27.9 billion .. ; - : N

.(6) Eum pf No. (8) and Nn (4) abave: $37.6 billion., ‘ _ , . ’

. . ' . * "

. " 10.8. Bureau of Labot f)Atistics. Employment and Tralnlng Repodt of the Presldent,
1979. Table A-7, D. 347. - y

)N 1d . sF Mellor, "Weekloy ;nd 8llourly Barnlags of U.8, Workera, 1067

. N, lledfeu a
1978."~ Monthly Labor Rev!ew, August 197 ;

A

’ L E : » : »
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\ (6) Total entimn?m! pntpntinl h‘\pnc't. on 1978 current dollar aip: . Billione

lons to wage and - salachos - o cte e oo e —. , 378
ostimatod transfor paymoents recelvod-by previously unemployed
1-white workers ' . _ et o - . .2

N ’ ’ - : .
.

oot . 37. 4

‘EBquals . .. .. .
Multiplier effect on GNP . 0 . Do . X2 5
& » - e -
: Equals total estimated potential impact on 1978 current dollar
. GNP | S L ! . 93. 6
}/ Plyy netunl 1978 current dollar GNP, __ . . . }2,127. 6,
~ " -3 e e g
Fquals total ‘)utnutiul GNP without employment, productivity, h
" and wage difforentinls .. . oo o e 2,821 1
S } e S L
lﬁmntinl percontage increase over, 1978 eurrent dollar GNP . 44

tRased on Congreasional Budget Office data. § .
~ "Hyen though wo have assumed otherwise, this increase will most llkm‘y not be captured
. totally within 1978, Our assumption avolda difficultles in appordtaning the GNP ‘Inercase
between 1078 and future years. .
$U.8. Councll of Hconomic Advisers. Economic Indicators, Beptember 1019, p. L

Ve Representative Mirensrr.. Mr. Humphrey, would you lead off,
please? : '

]

 STATEMENT OF MELVIN HUMPHREY, DIRECTOR, RESEARCH AND
' HEARINGS ADVISORY GROUP, EQUAL EMPLOYMENT OPPORTU-
_NITY COMMISSION, WASHINGTON, D.C.

Mt. Humeritey. 1 am Melvin {lumphmy, Director, Research afid
Hearings Advisory Group, Equal Employment Opportunity Com-
miss10n, E <

* T appreciate your invitation to participate in this meeting of the
Joint Economic Committee on the“subject of‘economicMdispnrit,ies.
I was specifically requestod to attbnd m order to discuss my earlier
+ research which was published in 1977, “Black Kxperience Versus
Black Expectations.” T am thetefore pleased to share with you these
pen?'ox al comments and am grafeful to the Commission for permission
to dd”go. ' . ’ _ "
_ Let me briefly state the bagic assumptions of the study, summarize
its major findings and conclusions; and then share with you some
thoughts of mine en the costs of employment discrimination t¢ the.
black community. . ‘ o
" N The study was based on the general proposition that black workers
- are entitled to a fair share of ganful employment and that the attain-
. nt of that fair share is a desirable social and ecanomic national goal
“« of the highest prionity.. ‘ R
. 'The primary assumption of this study is that there exists in the
Jabor market a sufficient pool of blacks, l)i'ke whites, who are Jualified
‘or qualifiable for entry level positions; 6r higher level positions, in
meny ~of the occupations included under the broader job catégories, +
listed on EEO-1 reports filed with-the Commission by private em-

v, ployers. , : ",-4 . S .

g t is agsumed, andlwe do show, that the number_of blacks in’ this
Eoo’l is more than adequate to meet the labor requirements to raise
lack, employment to a fair-ghare level. p ’

¢ .
- ' -

)'.. . i
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. - Therefore, any level.of black employment below the fair-share level
R By uet-of-instibutional-employment procddures and practices. . ..
- which exclude blacks fromtgainful employment and certain job
' assignments. . . .
hen we Jooked at the employment date for officialg and manago%
professionals, téchnicians, sales workers, and craft wdrkers over a
:year period, we found little to supp?rt the then common notion that
“‘backs have come too far too fast.’ . .° _

On the comtrary, the data cledrly indicate that for each of the job ¢
categories, the employment gaps between black employment and
blacgoavmlabl ity still exist, - ' ‘ W

- The overall increase in black partjcipation rates between 1969 and
1974 raiged from. 1 percentage point for professional jobs to 2.7
percentage points for office and clerical workers, When these changes
d— are translated into annual movements, I think that the progress
_ . .-\Recon;es a mirror reflection of the tokenism found in other aspects of -
. merican life~ Lt ' “ :
This does not mean, however, that there was no improvement.
Indeed, the study showed that there had been some improvement in
the overall employment posture of black workers, and a reduction in
*  the level of the employment gap. ’
We found that black empfoyment, has slightly increased over the,
. 1969to 1974 period and in all probability we predigt it ﬂl continue
to increase, ) ' . .

Our modé] suggests that changes in black employment are closely
related to time, but that the passage of time alone does not fully.
explin the increase in black employment. Obviousl&’ other factors,

. not the least of which is the en?orcement, of title fI, have had a -
. favorable impaoct. . . e '
However, despite this improvement,” the size of the employment
-~ gap—9485, emonstrated the magnjtude of black underrepresenta-
. tion in the-EEO-1 wof fofce. H the assumptions regarding the avail-
ability of black labor W valid, and I believe that they were, then
the existence of the gap would imply that racially discriminatory prac-
tices strongly influence employment decisions-in, this country and con-
stitute the major.cause of employment discrimiriation against blacks. .
cial discrimination in employment continues even after blacks
are hired. We found that black workers were treated differently from
white workers when job assignments were made. ¢~
.~ For example, while only 34 percént of all black ‘workers were em-
ployed in the six job categories, 65 percent of all white workers were
em'Fh_)yed in these same categories. . ' | . . ~
.This does not mean that there was io improvement. These are the
: , better ]payin jobs. . - T -
. I believe that this inequality of job assignments between black end
» " white workers is of such magnitude that 1t could not have happened
: by mere change, but resulted from deliberate employment decisi
designed to limit the advancement. of blacks into selecj

caﬁe%qrie& . ;
: . I doubt seriously if such results could have occurred through the
Y. 4y process df randomly selecting employees from & common pool. -
' T We also looked at the: earnings,posjtions of black workers to deter-
mine if their earnings kew._,m_ga/ with those of white workers, and to
- SRR . e . .
- . ) 1 D : .

' L



L

*

et -during the petiod; — -

‘a

4

-3

b
&

T C

see how the relative oamiﬁgs’ positiorgetwoe' the two groups changed.

~ We found that on the average, the earnings of whites ir}creaéod
faster than those of blacks and that the ‘wage gap between the two-

-groups increased. The existence of\the wage gap suggests thay blacks -

“ceived by bla

* share and that approximately 814 b

are treated differently from whi
assignments.” - - ,
‘Assuming thé principle of equal pay for equal work is operative, it

s when employers make. job

. would appear that black workers, as a class, tend to be concentrated

€
“Once again, I maintain that this type of discriminatory treatment

in job assighments adversely impacts upon the earnings of blacks and
that this resuli~gould not have happened by chance.

in those occupations where the wagea are the lowest.

- . Thus, it wouldappear to mié that gmployment discrimination against

members of the. black- community”occurs in three dimensions: One,.
there is employment discrimination n the hiring of ‘blacks; two, once '
hired, there is employment diferiminationin the form of segregated and/
or’unequal job assignments¥; and three, onge assigned to a job, employ-
ment discriminatiop in. advancement and promotional oppartunities - .
relegates black workers to those positions which provide lower earnings

" than those of white workers. c o

£ Such employment_discrimination targeted against blacks results
in the loss of billions of dollars in-w:;ges which would have been earned
it blacks had been employed at air-sHare levels .with equality " of
occupational distribution and job assignments. L
But, as previously stated, blacks are not employed in numbers com~
mensirate with their availability for work, é.'nx their job mix.and
level of oaminis lag behind whites. The actual annual wage bill .re-
cks is less than the-wage bill which would have been
expected, based upon fair-share employment, equal job ‘assignments
and earnings equal to whites. .
The differefice betweeh the actual and expected wage bill represents
what I call the wage bill gap. T
While time does not permit nte today to explain in detail the model
used to estimate the wage bill gap, it consists of three elements. One -

reloment measures the foregone wages which are directly related to the

employment gap. A second element measu the lost wages directly
attributed. to Inequality of job assignmenls within' ocgupational
categories. A third element measures the impact of wage dilfdrentials
upon foregone wages. . , .
If blacks had received their fair shape of jobs with e u&lib{ of ;job
assignments and no wage differentials, 1t is estimated that the total
wages received by blacks in the period 1969 to 1974 would have
amounted to $104.7 billion. . R
Because of ﬁlplo_ ment discrimination, black workers received
8p roxnma%ely 3.7-billion. . . )
hus, abodording to these estimates,-employment discrimination

" cost black workers $61 billion in lost wages from 1969 to 1874.

I believe that alurést $47 billion of this 881 billion wage loss suffered®
by blacks stemmed frot their employment at levels below their fair,
illion resulted from employrhent
discrimination. drising from inequalities in job assignmenss and wage
differentials. . ‘ . O

\
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" the same conclusion comes hame, that variations in white employ-

~ than upon .

- would Blacks achieva fair em

, our projections for employnient gap-closure. - . A
The study indidhted that the major cause of employment disorimal-

" nation s}gainst blacks’is essentially racial, that explapations such a8
of training, lack of education, and lack- of sufficient avanla:ble M

. .
. .
* * .
. . \ .
<. . 8 ) . - . ! '

1 have thp material on the ensel the\l}o, later an, if )-'ou wish to discuss

b in detail o Oy AL TR
Even rhore signifivant, I estimate that-the anmh.gtl_ix‘ﬂ'i aproke -

from 27.8 billion in 1969 to 8$11.9 billion in-1974. -

In addition, the wage bill gap tends to rise faster in u roc®ionary

period than during a recovery, periaul. Such as relationship sugrorts .

acks

the a umeﬁi that a recession has a greater devastation upon

Based on the data that we hinve and projecting for the next 5 years,
lot’s say to 1084, I estimate that the gap would approximately rise.to

. about 3100 billion over the next.5 years. That is assuniing ertaif
*factors occur in the economy. *

else in thjs studys and that is when
oyment? _

We developed_what we called an employment gap and we made
abme projections. And our projections are when blacks would receive
fair-share employment. They are based upoft the observations of the
data between 1969 and 1974, - 5 _

Wo also assumed, in looking at this data and wiaking projections,
that the black employment availebility rate would increase and thst

Now we noticed ssomet;hm'p;l
)

. participation rates would increase in the future. :

Using a zero level of employmént percentbge gap; that is, when the
gep would no longer exist and based upon the projections of the prog-
ress over the period, we estimate that it will be not uAtil the year 2017
before blacky receive u fair share of employment as ofﬂ;xals and
managers, - A

For professional and technicians jobs
until the year 2009. For sales workers,
. If our model is ageurate, we ghould
1n the office and clerical worker®ategor

-Now factors such as the ups and downs 1p

blacks will not achieve imrit,y
ot until the year:2004.

his_year.

forcement of employment diserimination laWs could raise or lawer

a lack
labor supply are gsimply not true. o St
There seems togbe a closer relationship in the employment of blacks
than there seems to be between the level.of education and employ-
ment-of whites, leading me to the conclusion that factors other than

education determine the level of employment, especially where whites °
> are concerned. ) _ . ~
¢ And when we look at the relatlon*ip and the.change in the level

of education, the change in the level'of employmént for both groups,
ment are-6€Xplained by factors other than education. _ |
Yet, a significant portion of black employment, changes in black

that blacks are required to have gnore éducational attainment or more
stringent eflucational requirements placed upon blacks than on whites.
.. We believe that the labor pool consists of what we vall qualifiable
persons ,and- qualifiable means people who hgie the necessary pre-
requisites to' take on the job training. For officl#ls’ and managers’ jobs,

I3

e parity obtained for blasles

\ 5 business cycle, the- o
attitude-of white America, the level ef sulp'_' t”'f_ﬁr,lgov_emmont on- ..
al d

emplgi'ment are exp ained by changes in education, whick suggests
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for 'exa.nfple, the’ median education of all offidials and managers is -
y Shﬁbt’ly lesa than, sy, .13 yeass of education. ) -
4. - Thereis a sufficient pool of blacky in this—country who have thaf . =
I6%W8I of education whe could b¢ trajned as gfficiuls &nd managerss - -
We talk abdut professionals as having college, degrees. There are a L
. sufficient number of blacks' in this country with college degrees who )
could be upgraded in terms-of.their employment.” Many of the blacks, - .. >
college degreed persons, are underemployed or underutilized. N N
" And in no way am 1 suggesting that thé-employmeny gaps in, say, - ‘f’ . '
.. the professional category would nméan that in all of some 10,000 ot ! -
12,000 accufntions, you would find a parity of blacks in each of those .
-,© occupations. Biit if you collapse-those occupations into the broad job
- category of professional§ and technical -wor{(ers suth 08 we dp at the -
N Jommission ard in the Bureau of Labor Statistics, certamnly within
_+ 16,000 of 12,000 job titles, there is u sufficient.number of blacks to go™ :
.." % into those, until "blacks would achieve® h fair share of) employment.
*z, And until blacks achieve their fyir shate of employment until blacks
ate employed at!wages equil to those of whites, we will not spe any °
.change inthis employment gap and lost wages to the black workers - -.
» and income to the black community.' e ' ‘ P
Thank you, Cong{ressman Mitchell. _ Coot L,
Representative MrtchkeLL.. It is very depressing, but it was very ° .
excellent testimony. We do have some questions for you, =~ * ) ’
Mr. Porlo, I thank yoy for taking time out of your bus schedule
for being here. I thank })_:)ud'or the illuminating work yoeu have done
in this very troublesomg area. - C

_STATEMERT OF VICTOR rmi.(j, PROFESSOE, NEW SCHOOL FOR
" ' S0CIAYL RESEARCH, NEW YORK, N.X.

...u.m-¢Mr_JiE11m‘_Ihnpbk %ou fo}‘_,ghg“}gigg_}_'_gmar}g.‘ ' / o o
* .+ And ladies and gentlemen, you know there ire" WO TtONm T thirge e
. £ y :

, morning’s Times which illustrate our theme very Hramatically. The
= {igst is that 85 establishments in Chinatown in New York have been
B cohvicted of prosecuted for violating,most elementary labor laws,
4 .. influding child labor, miminum wage, et cetera;-of course, with all
# " nonwhite workers, A TN
_The 'second is that in Atlantic City, where there is a great ¢asino
boom, and where the -population is 50 percent black and Hispanic, -
s the casino commission instructed the iridustry to employ 20 percent
. ~black and Hispanic. The casino,industry and its ‘contractors have
- fallen far below that, with the result t}uit.tﬁ)e unemployment rate in -
Atlentic City is now 13 percent—one tof the highest in the Nation,
.~ despite this tremendpus boom.. - o
Phat. illustrates one of, the reasons the economic gaps between
. whites and blacks have widened significantly during the 1870’s, as
'+, “the overall situation of bl¥ck peopla-has deteriorated sharply. ;131_‘9 -
Hispanic groups have algo suffered relative losses.. -7
" This general decline has occurred dedpite léﬂ.inrs by & small se¢tion
_ of the black population in managerinl, professional, and technical -
- employment, to whichk Mr. Humphrey referred. ' "o

I

*

Y

, ince blacks overwhelmingly. are wage and salary. \yorﬁéi's, the ’
. " deterioration in their economic situation has contributed to substan-
) tied dosses endured by U.S. labor a3 a whole during this decade: These

R
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l(_)ssps_hav_e been a decisive factor in the unhealthy ovetall economic
situation in the country. N

- blame the victims; But the real causes flo

.

/

.

. this situatien and would

. eight times as much pro

Common $cid and media t!rqg,_tg_m%t, of black losses tends. to

‘of social and economic discrimination on accoynt of race. Affirmative
action programs, includingedeﬁnite preferenced, are
nefit the entire economy.
And I may say, the policy .affirmed béfore this committee 2 days ago
of dealing with. inflation by requiring & further decline in the Kving
standards of the U.S. working people, which poses an gspecial threat
to the black degment of the populgtion, has to be de eated and re-
versed. I , _ -
Between 1970 and 1977 the percentage of black to white median
family income declinegK:)y 4 points, from 61.3 to 57.1. The decline
was especially severe in the North agd t, as shown in m¥ %mrt I
of my.prepared statement, copies of Whi over there, - -®. .
. Here is thé chart, but you can’t see it f a distabce.> .
. Black families lost grpund; ang not only relative to whites, but also
Yin real income. Their reat income declned 4.6 percent, while that of
white families gainglh slightly. The rep.incomes. of black families in
. tl;f d%)rth and Wast declined betwee
c
statement. e ) .t .
As fnany as 40 percent of the blatk population of the United Stat

itous record. And that is illustrated in chart I

" are living ih poverty, depending bri the definition one uses. ~

“The unemﬁ)loyment situation of blacks is also (vorsening, relatively
and absolutely. During this decade the unemployment rate for blacks

from the persistent pattern'

of my prepared’

essential to cqrrect -

156 and 20 Porcent, really- a

increased 5 percentage points, as against 2 points for whites. Black -

‘unemployment is now 2X times the white uneémployment rate. In
‘addition to the unemployment aindng black teenagers, estimated by
the National Urban League at 57 percent, there is heavy black unem-
ployment well intq_the prime adult working years. '
hat are the causés of white-black income differentials? The generic
factor of racial discrimination is common to all of them;. but here are
the major specific causes. . ¢
. Firgt, greater loss of income through unemployment.” .
' Secon(f,relesser access of blacks to income other than from jobs;
that is, property income a.ttd transfer payments. White fa.miliesavern.ge
pbrty income as blacks. And contrary. to the
common -view, white fainilies.awerage more transfer income; a fact
worthy of note when confronted with comments about welfare loafers.
Third, - lesser access of blacks ta batter, higher paying jobs. The

' employment pattern of blacks, while improved in broad ,outline, is

still badly skewed toward the lower erid of the scale, with something
like & 6-to-1 distortion of the average pattern for male workers.

K

+ Fourth, the most serious source of (ﬁﬂemntial Q. income is & factor -
of lower pay for the same or similar work. Among’all male workers with |

full-time jobs in 1977, blacks averaged 31 percent less than whites: But

_ within each major dccupatiorr group, blacks earn much less than white

males—in most casés, 20 to 26 percent less. ¢ -~ -

That is illustrated in chart IIT of my.prepared Sf,atgment. And it

. indicates that when the broad equality projected by Mr. Humaphrey is

ocofipation groups, unless that is done simultaneously. -

~ -

-« realized, there will still be some way to go within each of -the major -

2
. -
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From these figures it appears that’ one-third of the differen
earnings of black males i’ due.to n less {avorable broad job distribu- ’ /

tion, and about two-thirds to getting lo ___(:;_p_ajr‘ in-the same broad Job

Category. T 3 S
The differentials a.mb}lg women are small, because women's -wag
generally are so low that they cannot be forced much lower for blac
women. That is why employers are ntore ready to hiré black women
* "hen hlack men. \ - . ;
‘There are many ways in which economic {jfferentinls against-blacks \
are blamed on the black people themselves. Much is attributed -to & -
-lack of educatiop, to a.lack of educational orientation on the part of .
- _blacks. But now, as formerly, blacks at « giver{’level of education fare
. “much worse than whites at the s )

e same level.
. Norwar®%lacks to blame for the segsegated schools and the trackin
patterns which limit the dégree and efgect;i\zeness of educition avail--
able to most of them. ) - v
- Anocther allegatibn focuses on the higher proportion of black fanilies
~headed by women; which does not explain why bjdck families headed
.~ by women have incomes 37 percent below thoSe of white families ]
headed by women, R : ~ ‘
. Aid then "there are the overtly tecfst dxplanations'such as those of
~ . Professors Banfield and Shockley. .o : _

I want to talk about the explanation given much publicity this year
for black youth unemployment—blacks in general, and black: youth in
particular, arg less productive than whites and are,unemployed he-

. cause of minimum wage laws that prevent employers from phying
them as little #s they sﬁould get. ' :
* Just this month, Reader's Digest broadly edvertised in full-page
ads an article directly blaming black yout unemplrtﬁment on the
minimum wage inicrease that went into effect in 1978. The same point
.- was emphasized in the Wall Street. Journal feature earlier, this year.
There must beé tens of millions of people reading -this particular
. ... propaganda. . . _ ) A
: eader’s Digest beﬁins with an account of a black teenager who
applies for a job as a dishwasher in & restaurant. The owner turns him .
dpwn with the statement, “‘I would like to help, but I can’t afford you
- kidsanymore.” - i
. The author, Williams, like the Wall Street Journa writer before him
: stresses self-serving stories by restaurant owners about how they had
to-reduce employment because of the higher minimum wages,
course, Williams, who didp't even bother to find' out the correct
figures about the new minimum wage which wert into effect on /. o,
‘January 1, 1978, also didn’t check the Tacts to ses what restaurant . _
_Owners r_euhydid-. o _
* There was a substantial increase in the minimud wage at that time, o
+-15 percent. But what was the result? Employment in restaurants, as
—__'reported .by the Bureau of or Statistics, increased by 400,000
. weorkers'in 1978, or by 10X percent, the largest numerical increase on
“record.~And apparently ‘teenage employment increased more than
that of older workers. ' )
- Thus, this propaganda is nothing but another part of the ongoing . .
* campgign to get congressional approval for slashing young people’s '
wages below the minimum. . . . ’

v
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*So the trath is the, opposite of that claim. The inadequacy and in-

L
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Tt should begnoted that during the 1070'ax when black- egonomic
circufbtances deteriorated, the effective level of the minimvm- wage

‘had declined from 55 percent of the averge factogy wage to 45 percent.

corplete coverage of the minimum wage is actually a significant causa
of black poverty and unemployment.? ‘ L
.Black unemploymént and poverty are sso. connected .with the
widesprepd propaganda :{‘ low productivity given so n!ch official
emphasiy this year. It is discussad in guarde language in the 1979
Economic Repor't of the President’s (‘ouncil of Economic Advisers.
. But the mafter is pu} more t;lunt.ly by New York Times journalist
Jerry Flint, following an interview he had with the Counoil’s Chairman
Charles 1. échultze.%‘lint includes among reasons for low productivity,
“l'g]ual.gp ortunity rules that me tﬁe firng of the less efficient,
thé less educated, am\ the less sﬁ%d to promote equality among
races and sexes.” - ° o ) ’

Now,:I consider this & gross slander agdinst-minorities and women.
The trouble is-not that equal opporfunity rules result in hiring inferior
workers, but that equal opportunity rules are ignored or evaded.

The wholo campaign about- declining productivity is based on
erroneous fglires issued by the Bureau of Labor Statistivs. I have
exposed* the error in its method and results in-a geries of artjcles;

+ " incluging one that has been reprinted in the Clongressional Record.
. Suffice it to say hero that the BLS itself cohcedes ongoing big increases

in manufacturing’ and most’ other basic industries for which physical

. .measures of productivity are prabtical.

The ‘propaganda about declinin productivity is used _t'q' justily
opposition to attempts by labor .to keep up with spiraling living costs

. and to stop the detsrioration in public services.

Eo&, I¢t me repeat the central themw of this discussion. | r
owever one analyzes the components that lead to the economioc
gulf which spparates most blacks from whites, the decisive common
ingredient is racial discriniination, gross and. pervasive. Therp is & ~
mounting tounterattack against the civil rights laws, unenforced, a8
t.hgly are, raising the falsq ory of reverse discrimination. .
The decline in real incomes and worsening unemploymeht situation
among minorities ' tend to drag down the situation of all workin
peoi)‘le, including whites. The real spendable earnings of employec
workers in“the private economy have declined, by official figures, 9

percent in the last 7 years; a decline unmatched in this century, even

during the GreatDe[{ression of the 1930's.

Using census data I estimate that in 1977 the black populalibn lost
$70 bill on in income due to economic differentials against them. I.

. think the main reason that the estimate is so much higher than the

others is that T am covering the sutire comparative income of blacks
and whites, not just the direct worker-by-worker wage comparisori.

Another 335 billion was lost by other minorities, makiog & total loss,
of $105 billion. Thatis. 50-percent more than the corresponding esbi-
mate I made egrlier for 19;2. o :

Assuming the same rate of increase continued, the loss for 1979
comes to $#23 billion; and further large losses result from the pulling
dow;\l of white workers’ incomes due to the existence of racial differ-
entials. - N '

This, and not declin,inﬁ pmduc&ivity of labor, is & major cause of '

t

the slack economy and the projection of slower growth still to come.
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But, of course, one of the motives for the wage differentials which

aecount for o much of thy logs of jnecomes by blacks is the extra profit,

-

which employgrs get by efuployidg minorities at substandard wages.

In short, no small part of the W23 Million is realized, as additional
profit. 'l‘l_m'lru“itl'upwm'd trond corporate profits and n capital
mvestmant indidates that the supposed need for more profits is not
the solution, " ’ Y '

A morcetelovant requiroment is the incroase in roal mass purchasing
power. And nothing wiil accomplish* this more decisively than a rapid
reduction of the gross differentinls in purchasing power afllicting™%
millioh black and other minority peoploes. , .

It i clonr that negative proseriptionsagainst diseriminadion embodied »
in okisting legislation have proven imsufficient. Poesitiva preforonces
ubomployment*and promotion of blacks -including, where necessary,
quotas  nre ossential to correet a contaries old patlern of (lfsyrimﬁm—
tion, and will beprofit) not be at the expense of, the white pépulation
as well. e V.. : '

Two dags ago this committee was told by Mr. Volcker tlat the
average American mist apsorb a lowor's(n'&lm'd of hving through
lower real wagés and more unemployment. This policy hits hl:u&m_
in three ways: ‘khoy are most afflicted by inflation, they are least able

~te compensato with higher wages, end they'are first to be fived. |

‘The Volcker’ policy for tealing ‘with inilation, dodling , with the

“negative balance of payment, 19 not-wnly in errant disregard of tl\m
N\

human rights of the American people! 1tis, on one viewpoint, econon

alchemy, not science. 1t is lika the medieval practice of treating disonse,
by bleeding the patient. It sbeks o' fure supposedly madequate pro-.
ductixity by slm\ﬁng‘ production. It sacrifices :ﬁ:&()()'{)illion of national-
incomo i agprobably futile attempt to vight-a $30 billion deficit in
the balance of payments: '

B\!t from another view voind, Jt is o class solution. which will do
nothing to interfore with the freedom of big capital to. profiteer from

of living so that the & percent at{he fop capt pet richer than aver; do
that the priority of guns over bugtdr ean be garried still further toward :

. the brink of nuclear catastrophd.

Such austerity programs havh fpileil in qountry after country, ang
they will fail here also. A ' .

Inflation can only bo stopped, in.my opifion, by, the divest frecang
of prices, amony other things, And the balance of ‘paymaent; controlied
only by direct control over capital flows and‘other (Io.‘uﬂ{bilizing_m:- ‘

tivities; just as racist economice diserimination can be ended only by
. L)

‘direct affirmative action.

Q

Aruitoxt provided by Eic:

>3

" ~ .
T'hank you very much for your at,t&tlon. : L :
Reprosentative Mirengir. Thank you for.a very, very comprehen-
tive and significant piece of tertimeony. : ‘

>

['Q\he prepared statement of Mr. Perlo follows:] - \
. ‘a . . ' \ .
. PriEPARED STATEMENT OF V_l(')'!‘()lt Peruo '

"Videm'ng Heonom ic Differentials by Race---Facls and Causes

The ceohomie gaps between white and black people have signifiegntly widened
during the 1970g, as the overall economie situation of blacks hag deterioraled
.hm'p{\’. While lesd cloar-cut, there have algo, :LP.Pm-o.ntl‘v, been relhtive losses on
the Lmrt. of the principal Spanish-origin ggpups, The overdll deterigatjon in the

black economic situation has taKen place despite gaing by a rgihtively safall secbjon

- s
»

: "y 17

the Nation’s J_)!_‘_(_)!.)!Q!!hﬁ\\j!j(:l}v slasfes the averppe Ameriean’s standard
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of the black populatson, noWbly In munagerial, professional and technical
emg)loyment‘ _ . . N
. Since biacks, overwhelmingly, are wage and salary workers, the deteripration in
o thelr sconomio situation has contsbuted to substantfal losses in real wagos and
share of production on the part of U.B. labor as a whole during this decadd.-Thy
v speoial lossos of blaqks and the related losses of workers as a wguolo coptribute to -
’ weakneosses and dangors in the U.8. economy. . :
The common officled and media troatment of black lossosttends to aseribe such
‘ lossea to causos which boil down to Bhe formula of “blaming the victim.” Aualysis’
refutes thesd supposdd causes and relates thom to tho entire pattern pf sbolal and "~
economic discrimination on account of race. s ' ’
~ Affirmative Actiontprograms, including, definite proforonces, eapecially in om-
y ployment but also in dcceas to and dego%mgation of hous\l\l‘g:bochmatlon, and rolated L

soolal serviees, are easential to correct thig situation and wbuld be of considerable .
Menefit t0 the entire hational economy. - N N .

DEFERIORATION IN BLACK FAMILY INCOME ™ -

N i ~ '
) Betwedn 1045 and 1865 the ratio of lack to white median family income
. _ fluctuated in'the Hmﬁel (}: 50-85 percount. Thore ? then a poriod of improvenrent, ° .
) following the Civil Rights legistation of 1964% and dhe mass Atruggleg of the =~
. ’ riod. The ratio of black to white median-family incpmogeaked at 81.3 peroent in. .
v §870. Since then it haa-deglined. The sharpost -dro?. i\ 1877—the latest year”
or which we have records—ourried the ratio down to 57.4 pdroent. (1., . .5
The situation i» more serioys when we ckamine the rogional picture. It turns out
that the relative ga&}a of blacks during the 19608 wore concontrated In the South. Lo
But dusing the 1970¢, thore wore sharp déclines In the relative situation of hlacks
. * in the rest of the country, while thero woro no furthor.gains in the outh.
. Whilo there was a tendency toward equalisation in discrimination by improve- o
* " Tnents in the South during the 1880s, the tendoney to oqualisation continued in .
* " tho 1970s through a worsening of tho situation in the rest of ‘t?e country?

. By )A8717, tho relative situation of biaoks in the North and the.West was gube . * -
atanti worso tha it was in 1989, prior to the Civil Rights struggles and logisla- '
tion.o Jw 1960s. In the Northeast, the ritjp of black to-whito median {amily in- .

como Keclinod from 69 percent in 1959 and 71 percont in 1970 to 59 poroont in* -
1977, n lbas of 12 percentage points during the decade’and 10 percontage points in, '
two decades. - - ) T .
..In the North Centml,Ttatea, tho ratio of bl
: doolinod from 74 percent in 1959 and 73 porcent@i1970 to 2 porcent in 1977, losses *
. of 12 percont, and,11 percent respoctyvely*from i two ee\r)l or periods. '
e o I the West, whoro therg were sighifioant ihs bx¥[t4 lack families duri;# the
_ o 10808, the ratio of black to White thediai fa Hicoie, nitst rising from-67-por=
cent to 77 porcont between. 1959 and 1970, od to 5% rcopt in 1977, a loss of
19 porcontage.points in only soven yoars andihot loas 0 geperconmgo points over *
: the entire périod. Ce, ‘ ' e .
' ' In the South, tho ratio of black to white median family income, aftor rising from - .
. 46 percont in 1059 to 57 poreont in 1970, remained at 57 porcent in 1977. \2] '
: us, by 1977 thoe ratio of black to white median family incomo was-only from 1 -
- to b {)Sr)conmge oints better in thy rest of the country thgn in the South. (Bee
r *

to white median family incomo .

PITTFUTT . '—...a

C o
bBurlng the 1960s, hlaok: families shared in the general ?Mna in roal fumily -in-
cemo. However, during the 19708, while whito gains in rea family income slowed
markedly, back real family incogpes declined-—and, In aqrge parts of the country,
drastically. We measure tho change from 1869 to i977 bécauso 1969 was a com-
parable yoar in the economic cyele whilo 1970 was o recossién year. .
v .,  Betweet 1969 and 1977; tho medjun real income of black families nationally S
declined 4.6 percent in contrast to nigain in median real income of white families '
+ of 3.4 percent. . . -

" _+ In tho South, the median ronl income of black frmmos incrensed 10.7 percent
& bit more than the 8.5 roroent gain of whito families. But elsowhore, median real
incomes of black. families decljned drpstically: 15.0 percent in the Northeast;
16.7 percent in the" North Central rogion; and 18.7 porcent in the Wost, (See
Chart I1.) Significantly, half of the li_:nc loss in the West was concentrated in tho
one year, 1977, the ﬁ'enr of the Bakke decision in California which was tnken by

e o many as a green light for discriminatory praotices. —
) During tRe sameo interval, gains of median white family income wore &b percent
i\%’ the (I;]o theast; 2.3 pegrent in tho North Central states; and 0.8"percent in the
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~10.7 percent among those in the

_aprior to World War IL

. 15 ) . . s v
In appraising tho rolativo position of black and whito tamilivs, « serica of tactors
makbs tho real situation worse than indicated by tho statistios cited. {A) Thus,
with o repofted ratie of black to white median fimily incomes of 87 peroont in
1977, the offective renl _pof__o_t_\}_)i_g._n___incémo ratio, 1 ostinmte, was lir tha aren of

61?18'_51) pereont. =
orr

esponding to the worsening of the black family income situati(;fx-, .th-fx;o was .

no dasing of the burden df poverty on tho black population. Betweon 1069 and
1077, the number of black people falling below the poverty line inorensed from
7.1 to 7.7 million, in contrast to & small declind in the numbgr of whitea in th§t
catogory. Moreover, there was a sharp rise in.the poverty Jercontngo Lmong
blacké i{ving in _contru) citios, from 24.3 porcent” in 1069" to° 31.2 percent in
1977 4B mare than 10 million blacks, or 4W0 pdroent of the black population,
wore beld® 125 percent of the poverty level, a more realistic statistic of poverty
and deprivation. [8] . - . ‘.) SN .

“ .
WOQRBENING UNEMPLOYMENT BITUATION

. ] 4 -~
m 1969, the unemploymont rate. amoung “black and otRer”’ workers was 6.9

« percent. In 1978, a simllag yoar in the business oyole, it had jumped to 11.9 percent

up 5 percontage points. Meafwhile tho ugemployment ratp smong whites in-

_ croased more modestly, frogg 3.1 percent to 5.2 percent. The unomployment rate

among Black workers dlone Yeached 12.8 percent jn’' 1978, or 2.4 times the rate for
white‘workers. (@] ol ’ . :

in t-ho‘earq' yost-World War 11 years, the black unomployment rate was ap-

roximately 1.7 times the white ‘unemployment rato, Theronfter, through the
39003, it woa close to double the white uftemployment rate. ‘The jump to nearly
twe and a half times the avhite unomployment rate indicates a worséning diffor-
ontial {n the employment situatiom. _ : ' )

rlk‘)lu attention ls paid to thévterrible and worsenin unemployment situation
a

ng black youth, A Wall 8treet Journal headline reads: “Through (iood Times
&snd Bad, Joblessness \Amon[; Young Blacks Keops Right on Rising."” [7 :
o

The percontagd of yeemploymont aniong black teonagers in 1978 was 38.7 per-
IY htly less than the peak reached in-1977 ut nearly three times the cor-
tesponding rate for white teonagers. Black unemployment remalnoed shodkingly”
high welbinto the prime workin Xénm: 21.7 porcent nmonﬁ those aged 20-2¢ and
g2 -34 age group. Tho black youth unemployment

rate has worsoned ospuolally during the 19¢0a. rél '
Official unemployment figuros for blacks, agcording to eatimates of the National
Urban Lenguo and others, age about half the roalistio unemrloymont rates: whon'
accoun i taken of “discouraged workers,” thoso involuntar ly on part time, and

... those not counted in the lahor_forve_far a yariety of reasons but actually un-

employed. . . . )
, Striking evidence of the disproportionate omission of blacks from labor force
atatistics is provided by officlal labor force phrticipation rates. Among white
males, the luﬁor force participation rate declined only slightly, from 80.7 percent
in*1067 to 79.1 percent in 1978. But among black mules, the decline was sharp,
from 78.5 peroent in 1987 to 73.3 percont in 1978. Among black males alone, the

" lahor force participation raté was 71.5 percent in 1978. [9) (Comparable figures

not. availgble for 1967.) . - _

The declining reported labor force participgtion rate among black males was
% continuatioff of a trend in effect before 1876 Considering that among black
males there are a smaller proportion in college, a smallér proportion above the
retirement age, and a smaller propartion who can affqrd to live on.their income
withodt WO‘sﬁKf one should expeot that the m‘?sortlon of black males in thé
Iabor force ‘wo ci be higher than that of white males. This, indeed, was the case

The desline in reported labor force partisipation masks a real inorease in unem-
ployment. The Nationat Urban Lewe ates the total unemployment rate
among blacks, inoluding ‘‘hidden” unémp,
lq‘f a rate of 57 percent among black youth. 0] The Natlonal Urbn& Loague
calculations refer to blacks and ‘‘other.” The figures for ‘l,)lacks alone Would be

' oo !
CAUSES OF WHITEMSLAPK INCOME PIFFERINTIALS .

loyment, at 23.1 percent in 1478, inolud- -

<

. This section lists lpaélﬂc fagtors resulting in the wide income dlﬂerqnt}alé,_ _
between white and biaok fsmilies, as distinct from the generid’ factor of raclal*>

disorimination, which*is common to all of them. 'I‘h‘e fagtors are (iscussed in* -~

approximate asbending order of impbrtanace.
) S )
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1. Greater loss of income by blacks through unemployrhont. That®this is a e

nifiéant factor is evident from the prior digoussion. . L
2. Lesser ngcess of blaocks to income other than fron working=-i.e., property

income and transfor payments. In M77; a white family, on the nverage, recolvedyg

--olght-tintea more -propertin-income antt modoratoly Smore n -trapsfer- payments -
than, the average recelved Ly n black family. From these two soureos combined,
the white families reoeived, on the average, $2,910, or Jalf again moro than black
familiea who rqceived, on the average 51,099. {1M]"The reak (llﬂ'(_\rm\tiu‘ in this
roapect is widwr than indieated beeause less than half of the main forms of proporty
income are coveréd byr.me Census Bureau reports, and some types are omitted
by definition. [12] ). ‘. - - : ! ;
3. Lesser aceegd of blacka to better, higher paying jobs. The employment*
pattern of blacks has improved somewhat, but remaing sharply skewed downiward

a8 compared with whites. Thus, in 1978, amgng employed whites, 11.4 ‘H)orcont.

*were in alhninistrative and managerinl positions, at one endof the scale, and
thother "11.4 percent in sorvice occuwntiona, other than privatq housthold, at the

]

other end of the seale. But among: “black and other” workers, onld 4.8 percent
were in managerial and administrative positions and 2044 percont, han four

itlinlisa xlw man)ﬂlower end servieo occupgtions, other than prive- house-
old. [13] L. . - )
Unfortunately the habor Dapartmeny, stagdstics do not give the oceupational

figures for hlacks alone. This {8 extremely imporfant, as.a very high proportion
of Asian Americahs are employed in professional, managerinl and other jobs at
lt.gm upper énd of the rostrum, so that the catchall eategory of “Blacks and other"

des the very low petcentages of blacks in these npcuput-inns. J .

Thus, whilerthe'.Bureau of Labor Statisties reporta that 9.7 percont -of all
physielans in 1878 were “black and other,” a National Urban Leagug analysia

~ . shows that, even if all blacks currently in niedical sehodl finish, the groportion of
blacks among doctorg ¢ould not exgeed 3 percent by 1982, [14] .
4. Lower pay for the anme cr similar work. Among employed male workers in
1977, blacks averaged 36 percent lower earnings than wgit-vs. 1{owever, among.
¢ those employed Tull-{ipne, year-round, blacks*averaged 31 percent loss than the
similar group of white males. Thoe 4 pereentage point differenco betweon these two
figures indicates the greater impact bf petiods of unemployment andforpart-time
work on blacks who have at one time had a job.. . . B '

Obviously part of the remaining 81 percent differential is due to blacks Hawving
less ‘faverable job opportunities. To check the residual differential, due to lower

- puy for the same or similar work, we compare average carpings of full-tinte
workers in the same occupation group. o ’ .
. Among professional and teehnical workars, blacks avernged 23 percent less
than whites; among managers, 28 percént less; clericnl workers, 21 -percent legs;
eraftsinen, 21 pereent less; operatives, other than in transport, 7 percent less,
among transport operatiyes, 22 pereont 168s; laborers, 21 pereent less; and servide
workers, 25 percent 1&sa, [15}{B] (8ee Chart L) T .

Thus, with one'exception, blaek ‘males earned between 30 percent and 30,
percent less than whise males iii the same occupation group, Colnparing this with
the 31 percent differential for all full-time mu‘e workers,.it indicates that ahout
two-thirdg of the overall difference is due'to lower pay to“blacks for the same or
similar work., o ]

Of course, there uro-dilferoch‘s in occupational skill within each group. However,
while within some of these groups blacks may He concentrated in lower-paying jobs,
it daes not felloW-that these.are less productive jobs or jops requiring les#skill. A
check against Census figures for 1969 shows a similar range of differentinlaet ween
black and white male earnings, by oceupation group; and for individual oceupa-

tions within the groups. [16] _

The differentiflls in earnings between white and black W()A%:Twmkers had been
substantially reduced by 10'?7, amounting overall to only 5 Pereent for full-time
year-round workers, Within occupation groups; enpnings of black women workers
were close to those of, white women, with the widest differential being 7 percent

among operatives. However, this appears to veflect the fact that women’s wages in -

general have been' pushed %o low that thoy ean’t betforced much lower for black
women. And blnck wonlen are hired relatively more readily ‘than black men be-

cause sb many black women desperntely need joba, even at the outrageously low ./

wages offered, — .

he gap between wages of men snd women full-thne workers by 1977 had
widene{ to 4 percent, up from 4 tepereent in 1970, and there were similarly wide
differentials in nlmos‘t allocoupation groups, [17] *
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FALBE NEABONS FOR BLACK/WIHITE UNITY -

v ¢ Thb basje m'gum.nnt used to justify exeessive unemployment, poorer jobs and
e lower enrnings-in that bladka are leas productive, less reliable, Tess gkilled, amd mora

- worly eduented. In shert, the avgument implies that the (ifferentinld are f“"?' g

. justified, are the faultof the bBlacks themselves, gn sighifieant solution is ruggeste
The questiqn is discussed fn guarded languige in the lsconomie Reporl of the
Priwident for 1079, which expresses pesslmism over the possibility of significantly
- reducing uncmployment fmong {ninoritices, teenngers and wonmen.” (18] >
However, the matter wad put more hluntly in a Now York Tinres article fol-
lowing an idterview hy the journalist, Jerry Flint, with Charles L. Schultze, chair-
man of the Council of, Beonomic Advisers. In explalhing “low productivity,” .Mr.
Flint inclndes, smong othereeasons: ’ q‘ .

“l-'.quul—upr)m'tlmit_v vules that mean the hiring of the loss cient, the loss

dl

etlucated mn
¢ ps nogendrglized u}hu'lr on the work ability of young people, conthined with stand-

ard anti-labor complaints of “a decline in the work othie’’ and - “feather-
t he(l(ﬁn 219 : . . ' ' *

MY Flint provides no ovidenee to back ap his assertion that blacks are lvskl‘:ro-
dirdtive than whites, wonren than wmen, on the smne-job, Indeed, thero is over-
whyning evidenco timt hlacks have to demonstrate Rup(\hn' qm\liﬁ'vn.timm to oh~

ain the same job that whises hold. ' \ '
1

‘ -‘. ~
s Reeently much publi®ity has been' given o the charge that wlegedly oxcessivo

Jminimurm wppes are responsible, foy high youth qnumpluymvnt, expleeinlly mmong
black vouth. This is nssBeinted with httmots tapegsuade Congress to enact excoptions
for voung workers from minimum wage protection, and l\_\-‘gnpy)y(\x_'u to persundo
unions ty aecept lowar-than-normal wages for stafting work&ra. - - s

“Thus, it is implied, ifvonly blacks would accept extra low® wages—aven wider

cased. This grgument is racist in ith very essence, heeause it dssumes that blacks
deggrve lowey wages than whites. And it i3 demoksgrable that minimum whges
are in no-wiy responsible for the worsgning relative income and uncmployment.
situgion of Dlacks. The worsening unemployment gituation of blacks in gencral,
and of hlgek youth in purti(,\llm', has heen a phenomenon of the entire post-war
period, speeding wp in the 1970s, while the worsening income gituntion has por-
tained to the 1970z, Henee, if the argument were valid, it would imply that the
lefel of minimuin wiges, relative to wnges in general has beoh increasing, es-
v ' pecinlly during the 19708 ) .
. The opposite is the case. In 1950 the mininnim wage was 54 percent of the
.+ average factory wage, and in 1968 it. was still 54 pereent. %l’ut. by 1974 the minimuin
wage was down to 46 pergent of the average factors wage, snd by January 197
\ *and January 1979, to 44 percent and 45 percent resbcctivcﬁy.'['ZO]
Henee, if the minimum wige were a true bagrigr, the employment situation of
“blacks should daye improved during the 19708, when the relative impaot of thi
minimum ‘wage deelined, Bt the opposite octirred. Beginnimg in 1907 new groups
of workers were covered by minimum winge laws, and S\eir minitnum wages went
T up more rapidly than those of workers covered carlier. These additions were
uvvrwlmlmih%\ly in retail trade.and services, exactly the industry groups where
muyl()ymcut us incrensesd most rapidly singe 196G. :
. Between 1966 and 1978, wage and salary employment in rotai] trade and services
/5 inereased 57.4 percent as compared with only 17.8 percent in all other private
non-agricultural industries. {21 Thus, if in fact the®minimuin wagg were a prime
. inhibitor of employment, there would have been a particularly slog)r rowth or eten
¢ a decling in employment in these lower-wage industries, ratifer than an especially
fast increase: : <

. : . +
L Here's ‘an outstandingly Inaccnrate, and, one may say, vulgar example of the -

argument, It is featured in s widely advertiged article in the October 1979 Readar's

Digest writtén by cconomies ‘professor Walter, 15, Willinms. He argues, in effect,

that mipimum wage laws eause bluck nnempi()ymémt because they mako it im-
possible to hire hlack youth for what they are really wort ostensibly far less
than'what white youth are worth, The opening ‘Phragraphefnakes the point:

“A Dhlack toen-ager appliod for a job at carwash . . . t?m black owner shook his
head. ‘I’d like to help,” he aaid, ‘lmt. I can’t afford you leids anymore.”” < -

_Here is other “cvidence’’ presented by Williams: ,

“RoMowing the minimum-wage increaso to $2.90 per hour in January 1978, the
National RestaurantgAssocidtion surydéyed 2,000 member husinesses and found
that, as a result of the new wage, 78 porcent reduced worker hours, 63 pereent

. 14t off workers, and more than 50 perednt resorted to the use of mechani¢akglevices
»n ’ : . . . e )
Q ‘ . . N ’ .
. . .- .~ N ' - ot 21 Y
: . Pl ‘ ' * - A |

the lesg skilled to promote equality among reees ant sexes,” as well .

- dnfferentials than at present -their unemployment problems wonld be golved, or,

ro
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‘rostnurans ownera and managers who kay they no lon
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as a subatitute of labor. What these statistics o ot show are the numbera of
minority young people who hoped to get jobs at thosa restaurants-- as husboy,

" waitross, dishwasher;—that would have started them on their way.” [22] .

Of courae, th&-nulf—aorving answer of mombers of the Reataurant Associntion
Wwho opposed the ininipgium wage Increage, have ho reliability whatsoover, 1 nood

« Dot characterize the charascterization of a dead-end busboy job s the route to

upward lqobllit 1 .
Similarly, Alfred L. Malabre Jr. proacnta tales by the Wall Strest Jougnal of
L ; hire teenagers beeause
of higher minimui wagesy in. the aforementioned atory ol the steady risein black
youth unomploygpent. [23] . :

increase in the miniimum wage in 1978, from $2.3 12,65, the firat increase in
two yaars. The increase to $2.90 did not go into effect until \L}muury 1079. But
how did the restaurant owners react, in réality, to this?

They .increased employment ig 1978 by a record 400,000, or 10.5 pereont, and
increased total manghouts of employment more than 8 percent. The rate of in-

- crease in employment slowgd down in 1979 ns the growgh of the economy slowed

~ :

’
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* * This justification of black unemploymeiit, and attack on their already low wages, -

~ according to the ﬂ‘gl
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and ground to a halt, but reinained substantial--6.8 percent in Jariary and in
June, in comparison with the year-earlicr m3nths. [24]

Moreover, the available evidenoe is that the propfortion of teenagerg increased.. -

)

Botween 1977 and 1978, total employment of {ood seryice workers ipcroased 4.6

-rzercent, while émploymest of tecnage food service workers invreased 6.2 percent.

5& . ¢ - .- 4

Howeves, there has heen a decline in the propgrtion of servige jobs in gencral,
apd food service {ohs in particular, occupied Ly blacks betwoon 1970 and 1978,
[26] Bearing it mind that the black populatioh has bebn increasing more ragidly
than the white, and especiajly the population of biaék youth, nn(i‘ that th As a
fleld where adimittedly blacks have bedn traditionally considered to be qualified,
this shows a remarkahle inereage dn discri ination against blacks. .

is connocted with the overall official claim of stagnant productivity and, duris
1979, of declinjng productivity in the U.8, economy. .o 1.

While advanced from the highest official sources, and repesgted in all the medga,
the relavant statistics, provided by the Bureau of Labor Statigtics, are wildly
ingeenrate and totally misleading. When measuring produetivity for individual
influstries, the BLS correctly relates the physical volume of production to man-
hours of 1abor. But, however, in attempting to measure productiwity for the gntire
private economy, the BLS relates the “‘resd’s GNP to man-hours,

This method, in effect, results in a measure of production that is heavily influ-
enced by the amount of wages and salaries that are paid, and hence a measure -
of preductivit hen\gly influenced by the course of real wages and salaries. But,

o8 of the BLS itrelf, the trend of real wages and salarles has
beed stagnant or «
tive theasure of productivity in manufacturing, relating the Federal Reserve
Board index of she physical voluige of manufacturing production ‘to the number
of man-hours of production workars, shows a steady growth’of 3.3 percent per
year, continuing through the first half of 1979, [27]

Similar calcuﬁmona show substantial increases inproductivity in 1978 in mining
;’&(iilroa(:s, trucking, air transport, telophone communicaticns and speciffed ﬂnnn_cin.i
ndustries.. ' . ‘ . '

The BLS itself, in & recent release, showed simnilar increases ‘in 1978 in all
industries other than retail food atores and restaurarts; where preductivity de-
clined, supposedly, 4 percent. [37] However, there was no realistic attompt to
measure productivity c!hnn o8 in theso industries. Sinco trade, finance and gervices
aocount for more than half of all private omployment, flotitious productivit

declinep calculated for these industries are used to progént a picture of overall -

declining_ productivity. - : X
Both Fortune ang Chase KEconometrics expross skepticiam™ concerning the
alleged decline in productivity. Fortune notes that ‘‘profits have been surprisingly
immune to the weakneas in productivity so far in 1979,”’ and attributes thia to the
acknowledged incronse in produetivity in manufacturing, ‘“‘where corporations
predominate, while the declines have been in services, Jominated by small firms
where produetivity calculations are based on a necessarily imperfeot sample.” (28]
Certainly education is a factor, but to obtain an education, no matter at what
cost, for.a black, is no guarantee of aquality, In 1977, black elementary sshop!
gra({uates had family incomes 27 percent below those of
tary school graduates; for families of high sthool graduatcs, the differential was
34 percent; and for eoilege graduates, 26 percent. {33)

. - .
] . -

nward since 1972, and rapidly downward in 1979. An objec- -

familivs of white elomeon-

v

" <But the faots refute these tales. It is true that thers was an unusually sharp o
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, Clokrly, moro_powerful, {actors are at work.
It is o fact that sovhe unjons contribute toward economic discrimination againat
blacks. But on tHs whole, the unions have been a- positive force for reducing
. disorimination, and _ih_\g_niggﬂgml‘ustnhlishmm\ts wago differentials gra, on the gver-
-age, anly half ag sovere na’in ‘pon-union shops. {341 -

The fact remains that overwheliningly,. decisiond on hifing and promotinh aro

* made by employgrs. Rogardless of the variation in detail, on balance they obvi-

* ously .dist¥iiminate against blacky, ospecially, and againgt other minorities, Shini-
Aarly, landlords, real estite and insuragee companies, and bankers are muinl)i .
{

L

-
.

—

¢
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responsible for the uirc\upstmmm that blacks are crowded into central citips an
havoe limfted access ta the places where jobs are increasingly loeatod.

Sohool l“mrds and. ndmini}trutorﬂ are reaponsible ﬁ
-sogrogaten "in school systems, and for teacking programs that make it difficult
for blacks to obtain better jobs or, often, ady job at all.

w aggravating housing -

Aimployers, mndlords, real sstate and insurance companies. afid bankers are

overwhglmingly white, and black yoople in these catogories are fow and wen
financinlly, Fifteen yoars of oxﬁonco under Clyil Rights legislation, with a
detoridrnting black oconomie 8 tion, domonstrates that deop-rooted racial
discrimination om’ the part of those #ho have econoinic power romains’ qssontially
intact aad is the basic cause that must-be confronted.

KCONOMYC CONBEQUEMNCES OF WIDENING DIFFERENTIALR

Naturaly thé declining rdal incomes and wotaening unemployment situation
of black working people tend to drag down the economic situation ef all working
people, including white 'workm"s. .

hoe real spondable wookly éarninga of workérs in the private ccohdgy (with
thrpo dapendents), declined from a ponk of $96.04 in 1972 to $02.50 in N78 and
to $88.35 in Awgust 1979 (all oxprosged in 1977 dellars), nedocline of 8.6 percent
in seyen years. 129] Real spendable earnings are now lower than in any yeargince
1063. Thore has been no such decline in this contury, oven during the gront le-
pression of the 1930s. [30] . .o .
ht loss in mass purchasing powgr owing to economic diserimination agmns
blacks is ‘enormous. The per capita income of blacks in 1977--33,313-—was 2,699
less than the per capita income of white, non-Hispanic poaple in that -8ame” yoar.
Multiplying that differential by tho 24 7 million Dlncks yields a total loss of income
of $66.8 bilTion. (81] Adding 5 porcont to allow for the undergounting of the black®
population raises the loss to $70 billion. On a rough estimate, 50 pgrcent can o
* added to that for the loss of ingome due to differentials agninst other minority
eoples, bringing the total to $105 billion. corresponding ostimate for 1972 was
g70 hillion. [32] Assuming the same rato of increase in the suceeoding two years, o
consorvative assumption in view of the high rate of inflation, the correspopding
loas of mass purchasing power in 1979 comes to approximately $123 billion. '

Further large‘losses result from the pulling down of white workers' wages and

anlaries by the existence of the wide racial difforontials. ° .

T cliting trond in real yages, tho widening racial differentials, and net the
falsely aloged decline in pro uctivity, are the prime underlying causeg of tho

slack econpmy, b the slow economic growtl and of the pro)oction ‘of still slower

economic growth in the 1980a. True, all the official and media emphasis is on the
supposod need for more corporate profits and capital investment to overcome

stagflation. But 1 wotild argub that the facts cited herein demonstrate that a moro

_telbvant requirement i8 the increase in real masa purchasing power, and o8 ocially
the rapid rediiction in the gross differontials in purchasing power aftlicting the
40-45 miilion black and other minority peoples in the United States. S

. v . ]

THX NEED FOR AFFIRMATIVE ACTION s -

, It'is clear that the negative prostription against discfimination; embodied in
the main Civil Righta legislation of the 1960s, has proven Incapable of ending
discrimination or of seriously reducing it. During thia deoade there has been
-growing recognition that affirmative hetion is required to improve the situation,
and this ia recognised, in a limited and ambiguou fashion, in the Equal Employ-
thent Opportunity Act of 1872., > A

However, in recont yeurs there has been & tnounting campaign agaivst affirma-
tivo action, and little had been done. . , '

This country has very many forins of refercnces, including quotans, sffecting
persons, grou and business enterprisea. There are veterans preferences, profer-
ences for children of alumni of colleges, proferences fof relatives®f company own-
ers, immigration quotas, import quotas, and many gthers. By tho logic of those
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who opposo affirmative action, each of these existing proferences is ‘‘reverse diserim-
ination” against all athers. _ ‘
Preferences for employment and promotion of blacks nre needed to correct n
generations-old pattern of discrimination, to right & Kress injustice---not to ereate
" “nnew Injustice. : s - <
In this connection, tho International ()()W)n on the Elimination of all Forms
of Raoial Discriminntion, which has been signedand ratified by most of the leading
cougtrios and has been put into effect by the United Nations, is distinetly velo-
vzuﬁ‘. It say ong othdr things: .
‘Ntutes paMies shall, whon the cireumstinces so warrant, take, in thewocial,
economie, cultupdl and other fields, apecial and concreto megsures to ensure the
adéquate davelopment nnd protection of cettain racial roups ot individuals boe-
longing tg#€hem, for the purpose of guaranteeing them the full and aqual enjoy-
ment of Juman rights'and fundamantal freodoma . . . .
“Specl measures takon for the sole purpose of socuring adequate advancoment
+ of cortain racial or othnic greups or individuala roqulﬁ?&mvh protection as may
bg necessary ih order tu ensure such greups of individ®Ms equal epjoyment or
o%ercise of human rights and fundnmental freedoms shall not be dédmed racial .
discrimination, provided, however, that auch measures do not, as a consequence,
lead to the maintenance of separate rights for diffiorent. racial groups and that they
shall not bse continued nfter the objectives for which they were taken have been

. achieved.”” [35) - . . :
v ‘ KEY TO REFERENCES ’ .
. U.S. Department of Commerce, Current P(i;)ulmion" Roports, referred to by
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3 NOTESR B 3
A. Black Yamilics are generally larger than white. Significantly more white
{family income is of typea wholly or partly uncounted in (ensus Bureau surveys.
+  Blaoks generally pay more for goods of 8qual™quality. Statistios for whites are '
ulled (P_own by inglusion of.almost all Hispanic people, who in fact are subjeot .
o adverse cconomio differentials nearly as wide as black people. In the other
. direction, the tax burden on-black ptople is not significantly lower than that of
white people. : ‘ M
- B.- ifureo are not provl/dod for black male full-time sales workers. Among all
) male sales workers, median earnings of blacks wera 35 percent less than median /
/ earnings of whites. ! . Y
. . 1 . ¥ ’
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Representative MitcasiL. Mr. Perlo, T will just go back nnd forth
with a half dozen questions that I have in miMd, or that I have.
sgribbled down., .- "~ . R
-1 think most economists would now agree that we are in some form

- of a_recession. Whether it is the first stage or the secorrl stage or .
_ {)}l;eh inary stage, I don’t know. But there is the general consensus -

at right now we are in some form of a recession.

b P There.is a theory that says when we move into & receasion in this )

s nation; whites—as the recession winds down-—come out and make
additional gains in income above and beyond the gains that they

' - made prior to the recession. The theory further. on to say that

o= ‘blacks come out of that recession later than do their white counter-

STt parts, but' they—anll they meke additional gains; but not gains
. sufficient or.equal to the %ains‘mofdo by their white counterparts, S
" Thus, the conclusion of that theory is .that as America continues <.
through its monetary policy and other policies, that to go through =~ -
g{ﬁl_esdof recessions, the net result will be that blacks will* always l§.g
. m Y . . . . w . . . . .
.. Have I stated the theory clearly to you? : ) s
: Mr. PrrLOo. Yes. = - L _ : . A
Representative MircasLr, Would you comment on it? '
- Mr. Perio. I think part of it is universally acourate. That is, as
: . things have been, blacks always come out of & recession later than do
.+ - .  whites and that both gain. o o
v e Ighink that the record shows, however, that it'is not always true  *

-

o tha'blacks gain less than whiteg in a boom, period.

\) " ‘ _ . . . _ Y “'-'-'. . - ) r . -, '
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For example, in thé late 1960's, 'P'hich was just followihg the civil -
0

rights le;giala't_,iqn and the period ‘of maxitnum mass public activity:
of civil rights, and there was a real moveinent in the count,r):i

during the period of economic boom and prosperity; ‘whereas, in the
latest economic boom and prosperity, the'(h)posnte was the case.
_And I think the reason was essentially the more unfavorable political

. climate that existed at the latter time.

Representatiye Mitchell. Thaak you. .
In -another hearing, yeste and other hearings last week, we
heard witnesses address the prdblem of black youth unemployment.
Those witnesses, some of them indicated that just sheer demographic
chanﬁes are groing to result in a better picture, n‘)etter climate for b‘nck )
youth. . N - ' SR

They urgue that we are at the end of the baby boom era. They argue
that following this recessionary trend, the condition in which we now
find ourselves, the economy will be expansive, and &s a résult black

“youth, in")articular,. will be moving into bétter job opportunities.

Althougth the witnesses did not state this explicitly, 1 came to the
conclusion that their position would be: You really don’t have td_do

but so much right now, that if you wait a little while, the demographic -

changes in and of themselves will have a positive impact on the-pic-

_ ture for black youth unemployment.

r
' ;;\m whole picturse, - .
There are two inaccuracies, I would say, in the projection. One in-

Mr. Humphrey and-Mr. Perlo, would you comment on that?
‘Mr. HumpHreY. Congressman Mitchell, if you look at the demo-

" graphic data, you will find that ‘we have had a degline in the hirth

L]

-Trate. .

N . . .
We are over the so-called baby boom period. It would stand to

reason as you appreach some period in the 1980’s, agil 1 don’t know
how many years afterward, youth as a percent of total population wi
gro down. . . : .

If yoquth, 48 a percent of the total population, goes down, it becomes
a smaller percentage of the overall problem. And if you get & reduction

" in the unemployment rate for youth during this period, part of it has® -
to be explained by the fact that you have fewer youth in that labor .

market. ; o
And while T do see some vittue to the position that was stated at the

hearing, 1 certainl¥1 don’t think that you can overlook that important

fact, the relations ip,of_'you"‘t-h as .a factor in the labor force today
compared to what it will be in the 198Q’s based on declining birth rates
over the past few years, o
I would certainly bring that factor into the equation before I would
arrive at the conclusions that some people may project. -
Representative MircueLL. Mr. Perlo.

Mr. Perio. 1, think 'that there is a Jimited amount of merit to the -

gundent. But I am not sure whether it adds up when you consider

accuracy is the concept of a vigorous recovery after the present re-
cession. The standard projection is that the economic grewth rate will
be even slower in the 1980’s than it has been in the 1970’s. And it has
been slower in the 1970’s than it has been in the 1960’s. ' ’

\
. ¥

o~ ¥ . + - A v
. -l Dor
[ ) s [ .

~

U



I thought | had in my bric{tase n recent comment by Sam Naka-
-G\mu, who 18 thp economist of Kidd & Peabody Co., one of the léading
_ Wall Street houses. Observing the tremendous strain on. the economy
coming Trom {hy rapidly incronsing military budizot;- he-considers {hat
thisx makes thﬂ}:,'loom“y economic outlook for the 1980’ even grayer
than it had been formally. , , )

'The second point is that when considering the question of minority
{'out.h as & whole, one has to consider demographic trends. among
Jlacks in conjunction with the tremendous increase in Hispanie popu-
lation, Asian population, and others, ineluding an oxdbptionally high
proportion of youth, - ;

Obviously, T think that wuch more carefut sticty -would have to ba
made before one is certain that the overall minority youth requiring
jobs, number of such youth will decline I suspect that it will contimue

_ to increase, all things consitlered. Aml‘-lmt., therefore, in a relatively
stagnant economy, the problem may hocome 6ven more severe rather
than less severe. 4 . . , ’
Re )rosont.uti‘v(’ MrvrengLL: | tend to share your view. I' must say
that 1 don't think the majority of the members of the Joint Economie-
_Cominittee would share your view.. And certainly, those witnesses
who advance the positions that they did do not share your view.
I am soniewhat pessimistic, primarily because of the two operative
factors right now, two sets OL[}‘:)Ct_Ol‘S thit are operative. (&ne, the
Foldoral Reserve's new policies, both in terms ol monetary growth
‘or really, monetgry decline and the changes in the rate at tho <hscount
window which are shoving interest ra¥gs up. ‘ .
a Even if we had an abrupt change in either of those two factors,
here is what would result. : '

I we ubrurt.ly change— lower the interest rate anul abruptly swelled
monetary policy, it seems to meo you just stepup the tempo of iflation,
which inevit-abf;, has to be curbed again. And the Feds would have to

t)gykﬁten the screw. v ¢ ,

“The other possibility, it seems to me, is il we pursue both of those

policies, coupled with a kind of fiscal austerity that the Clongress 18

now embarked on. R

A the least what we will do is mainfain at present an untenable
situation and & worst, we will maké the present bad situstion even

- Worse. - : - oo

So I am inclined to come down on yeur side of the coin, :

Mr. Humphrey, did you, in your study, attempt to make an assess-.
ment of this k'm(f of Kituation. IThd rot the wage bill loss occurred
for blacks, what would have been the revenues? >

« . Would they have be¢n—well, obviously, there would have been an
increase in revenues to the Federal, State, and local governmenty,

Did you attempt Lo 1aake any assessment as to what that increase
in revenues might be, persentagewise? .

Mr. Humprurpy. No, we did not, Congressman, for obvious reasons.

What we were searching for here was the development of an eco-
tiomic model that we could usé to not only do what we attempted to
do here, but to use it perhaps to do the type of thing that'you are
talking about. . . _ . .
S This was the first time that we tried this, We wanted to see just
" - what we could come up with, But I suppose if you sccept our estimate

-
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about a cost to the aggregate community, 1 suppose, in excess of $150

" billion spread over 5 years. o T

And if you start thinking of that in terms of tax rovenues to Federal,
State, and local governments, you end up with a sizable agnount,

]‘} suppose the model could be refined to grind out the type of pro- .J.

tion that you just mentioned. . - . .

Representative MrrcustL.-1 would be very interested in that. We
Mow what unemployment is costing- us. There is almost a consensus
that 817 to 819 billion for every 1 percent of unemployment per.year.

== - Bt to- thebest of my kno , and T -witkconfor with staff, Fdon't- -

think that anyone has done & study on the loss of revenues occasioned
T or created by sustained black unemployment.

Let’s hope that either you two gentf;men or sbmeone who reads the
transcript of this héaring might pursue that. I think it would bo bene-
ficial for America and the Congreéss to know more spgcifically how
much money we are losing in terms of revenue. o

It might be quite interesting. .

This 1s a kind of nonfriend of the court question, Mr. Humplirey. In

. gour testimony, you sajxthat your study assumes that the number of
- lacks in the labor force is more than adequate to meet the require-
" ments to raise black employment to a fair-share level.

would suspect that some persons in the Congress would say, do you
‘e really'mean that we nctually bave enough black lawyers and dentists
' and doctors and scientists and journeymen carpenters te fill a fair share

of these jobs in the labor ntarket. . .
But the qnly reason that we haven't done this is beeause of race

sliscrimination in the labor market.

In short, some Members of Congress would raise the question: Does

this imply that there would no longer be the need to concentrate on
improving the educational and training opportunities for blacks?

< Mr. lHumpHREY. That would be a fair questiop. And certainly, the
statement in the textshould not be int'orpr:et,edoa)_ imply that there js
no_longer any need to wgrry about quality education. ‘ '

I think what we are saying, Congressman Mitchell_,js that in this
| tely 30,000 job titles listed n EEOC. And

countr{ there are approxima

from the standpoint of reporting—employers reporting to the- Com-
migsion, we have 9 broad job categories, and 30,000 occupations are
collapsed into those categories. . :

If you, for the sake ol answering the c,uaat;ion, assume that 10,000
of those job titles are properly classified as professionals—-now this
stu(lf' in no way is implying that at the present time, or the present

. availability of blacks with & college degree, and we assume that the
college degree is & prerequisite for professional jobs, in no way- are we
assuming that there is a sufticient supply of blacks to enable blacks to
fill & fair-share level of each af those 10,000 jobs. -

Thet.is unrealistic. ST

. s \WHat we are saﬁing is you have a qualified pool of blacks with college

degrees. And if they were propetly employed and not underutilized,
. You would find & situation where blacks, by virtue of their education
* would be in many of these job titles, not necessarily ‘a fair-share level

- N . o«
- 1

30 |

of a $61 billion wage gap over the period 1969 to 1974, and it you use
& milltiplier of 2.5, which 1 think is rather reasonable, you are talking



_____ And the c_m'me;lm of fair share is not a maximuin. We are talking

‘qualified..to go into- professions other than the two t
-mentioneil are denied the opportunity.

o
& L]

of doctors, a fair-share level of lawyers, but they would be in many
of the occupations that they are not into today because they are
underutilized, i
about minimum. It is conceivable that you would lind blacks heavily |
concentrated in somo-~gyccupations, not so heavily concentrated . -
other occupations. . :
- But we know of cases where blacks with college (leﬁmes who are

at you have

And that is what we are talking about and not what the opponents

~of a fair share would cleim as a fair share of 10,000 job titles.

"Rabresentative Mi‘ﬂﬁjﬁﬁ: This —i'é—Véfjf_Tiiféiééti"""'"d'ﬁil"l ‘w_m"as“k" Temm e
Mr. Perlo to eomment on this also. 1 don't rocall thesexact.circum- -
stance, but we received testimony sometime -this year from some

.withesses who goncluded that as blacks move up’in terms of educa-

tional achievement and attainment, the disparity: gap, the income
disparity i{gp NAarrows. : .

" And indeed, their testimony indicated that as you reach the very
toll)' levels in professions, the income gap disappears altogether. '
But, Mr. Perlo, ip your statement, in your teltimon{‘ you indicated
that at any given level of edncationaf: attaifiment blacks fure less

well than whites. - ‘ ;
i Mr. Periro. Yes. That is definitely, shown in the latest annual
survey by the U.S. Department of Commerce of family and individual
ingome )
' }%o'wever‘, it does indicate a certain narrowing at the top, but 1.
would quahfy that because of-the fact that I believe, the way these
sullteys are conducted, people are asked what their incomes are in
certgin broad ranges. And tl!mn there is an open ended top range.

I would gay that & number of people will list themselves as in the
open ended top range and they are apt to go very much higher. .

But in the formal calculation,sthe approximate calculation by the
Commerce Department, their actual income would appear to be
somewhat lower than it really is. And you have, in addition, many
more of the whites in the prolessional and mnagerial categories who
will have a large seyment of their income ifi forms which are eitheg \
not reported or are only fractionally reported in the Commerce :
Department figures. * .

ccording to the Commerce Departmaent iteelf, only approximately ]

one-third gf all dividend and interest payments are reported for these
surveys. Such things as capital gains and I suppose stock options
and things like that are not reported at all.
+They,are completely unreported. ° :

I suspect if one had a total picture, the narrowing would either be
nonexistent or very alight. -

To further comment on what Mr. Humphrey was saying, I think ..
there is an additional point, of course. I notics that he made in his"
original statement the important point that there are blacks who are
available or trainable for good jobs. And I think that latter is exjremely
important becaude it- is & fact that a very large proportion of people

employed even in higher positiops in this society are trained on the  ~ ¢
‘ ’ RS !
' ] .
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job itself, regardlw;a of what the preliminhry” education ‘requirements
&l‘B- N ) * 4 \ .
Much of the disvrimination s not offering them the opportunity.

_;,______:-.__ﬂAmLLhnn.if.muaknnﬂmLauL.mcupaﬁmmr o that of a'carpenter--
aren’t

§

1 believe that there

carpenters who are fully as able, Tully as skilled in the trade as white

carpenters, and who are not admitted into the highest pg{(ing carpenter

jobs, unions or whatever, and do their carpenter work on the sule

when they can getit. for a fraction of the total earnings of the white

carpenters, ‘\% . : N
So all of these Kinds of things enter into the picture.

_ Representative MitcumLL. Do you have a_comment on that, Mr..

umphrey? o

r. Humeurey. [ contur with Mr. Perlo. The problem when you
look at this from the employmant opportunity situation, we speak of
qualified versus nonc ualitie(ﬁ‘ Bubvroaﬁ , you are thinking about qual-
ified versus qualifiable. When the employer uses the concept. of qual-
‘ified, he auitomatically restricts the size of the pool, and that has an
adverse nnpact upon_blacks i\\ terms of employment becauso fower
of them are there. L ,
+ . But if you expand the concept of the pool to qualifiable and then

~ miake your selections, you have more blacks in that pool. If your

process of selection is done now on & basis of fairngss and if the.law
of averages come into play, speaking of a nationwide situation, it is
almost impossible net to get a sufficient number of blacks out. |
Now regardless whethér an employer defines his pool ag qualified
or qualiﬁa le, he engages in training. '
'The question may be it costs less to train a qualified person than a
qualifiable person. ' : )

. That may be true. But you must measure training costs in terms
of how long the individual will stay with the employer. A person who
i8 qualified and comes onto a job and takes training—-let’p say it takes

voeks to train him or it takes 4 woeks and the qualiﬁo(; person only

takes” - s, the difference is a 100-percént increase ingraining
costs. -~ " v : :
But if the qualifiable person stays—t ur times or five times

longer, then the qualified, so-called qualified person, ;
training cost and divide it over the number ol years and his cost is
less and his returns are much greater. ‘ _ '
'The employer gets a greater return on his investment in training
costs if the employee stays longer. . . ‘
~  That is why I think it is very important to speak of qualifisgble in
view of the fact that Mr. Perlo said training takes place in this country
.every day. : . -
Even the president of a company, he must be trained.
Representative MrreusuL. Even n Member of Cougress. ll;aught.mxf
Mr. HumpHrY. You said that, Congressman Mitchell. [Laughter.
Ropresentative Mircusir, It's true. For some time.I have become
- in'creasingly interested in our tax goliciee. Last year I attempted a
human needs amendment on the budget, where we would increase
the amount of Federal funds available to the human needs, programs
b; dealing with some of the tax loopholes. o

many places where you will net find black

t

.
& .
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By way of illustration, the amount of monéy that corporations claim ‘I )

right off under research and development and yet we have studi
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hich show that only o very small percentage of the monsy Slaimed
as being tax free in research and dovo‘opnmnl. is really used for resoarch
and dovelopment. It is used to subsidize the prm‘ucl. line of those
- eorporafions in many instances. . .
: “Mr. Perto; I want to oxplore with you an aren with reference to
tax policies. 1 maintain that tax policies that promote aceelorated
“capital deprociation have an effect of widening llm gap because they
-ensontinlly substitute capital for magginal tabor. The marginal labor
- markot 9 basically the h\m‘.k, Hispanic, and fomale workers.
The argument is used that our sproductivity erformance 18
~ vkt «
Ny Am | corroct in assuming that acuelerated capital depreciation re-
- places minority workers. Would that be a fairly safe assumption?
Mr. Perio. 1 would qualify my concurzence with you in this way.
There is plenty of (‘npitnll investment in this conntry Kut. the problem,
iw that, if one studies where the capital is flowing, the rate of increase
.- in capital investment Jby. transhatiohal corporations vverseas and in
Canada and in Mexico 1s many times faster than the rate of incrense
pin the United Stafhs. And therefore this is one of the big problems
_ in stack employment withint the United States.
* .+ [f you tuke the total employment by U.S. corporations gloln\lly, you
«  will find that it increases considerably faster than employment within

the United States. In other words, if all investment were in the United |

' States, unemploymet woild be cansiderably loss. .

I don't feel, I really don’t feel that capital investment per do 18
destructive of employment. I think capital investment por se is” only
r + destructive of employment to the: extent that it is not accompanied

by other actions which increase the incomes of the people that will
have to buy the goods that are produced by the more efficiont capital.
In that songp," the taxation policy is very relovant,’ because the
"taxation policy which our government has had for many yeafs,
which is stendilysdecrensing the proportion of taxes paid by corpora-
tigns and incroasing the. proportion paid by workers, tends to widon
the gap botween productive capucity and mass purchasing power.
And in that sense, accelorntod depreciation and investment credit
and all of these other loopholes are worsening the employment situa-
4ion and in®ome situation of blacks and so forth.

. Represgxgintive Mrrengrn, You come at it the other way, the re-

ionsumer purchgsing power. But we arrive at the same

X

Y duction of
rosubt. + Tk ,
Mr. Peruo. Yes, e S '
£ . Roeprosentative Mrrengrn, Mr, Humphrey, you have indictted in
your testimony that blacks are tequired to huve more education than
whites in ordef to take advantage of similar educntional opportunities,
AN Onceo again, some of my colleagues would argue.

Liook, there are a whole lot of white youth and white women who

aro well educatedl, have college degrees, and yet you find them working
in rotail sales industriés, supern'm.rk.ols,_z_\ng go forth. They are over
oducated for the jobs they are performing. How do you u%)lnin this,
that & large number of whites, both women and youth, are finding

obs in areas, retail sales for example, and they are obviously over-
ualified for these jobg. '

. N
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Mr. Humparey. We did not treat that particular question in this
"statement, but Wwe must realize that women, too, are the victims of
employmerit discrimination, and, I would suspect 'thgt women are
.+ Tequired, a8 & whole, to ha.wmom.ahringont.uducatia?a? regquirements
than white males. And if you find what we call an ovVerconcentration
-of women who are gualified to do bdther activities in the sales-type

jobs, it may be a question of necessity of omploymen{. .
ll)emon may need a job. And due to discrimination, be it racial,
sexual, or national origin, they may be forced to take the job that is
. available. It ia not just a black question, as we have laid out.in thig
. publication, but we were mervly talking about ‘blacks in the study.
, 1 am quite sure the same thing, what we have said about blacks,
' holds true for other groups in this country: Hispenics, other ethnic

"« groups and women, and pprha‘{)s youth in genersl. ‘
*  Representative MircHELL. So your kmswer is that the overqualified
* white youth or white woman is working™in a job far below ‘their
- . qualifications is really the result of a discriminatory pattern. _
: Mr. Humenrey. I would say so. They are working at levels beneath
their potential or cagabilit,y. t 18 & matter of working, and until you
remoyve the factors that lead to discrimination against youth, against
= . women and other groups, you are’going to find members of these
groups underutilizes. ~ .
_-Representative MircaeLL. Thank you. The Conyress is not omnip-
otent. It 18 certainly not ompiscient. It is omnipresent, everywhere
you 1ovk there we are. [Laughter.] We are fhiot in those other two
categories, . ' , .

Therefore, I always come down to the bottom line: Whr.t,_in the
world do we do? How do we end this? : ,

You have given some indications, ‘Mr. Perlo, about how it might,
be ended. You talk about doing something to stabilize prices and you-
have made some other suggestions. I have not heard any from Mr,
Humphrey as yet. : - _ '

What. will happen is, after theso hearings, someone will say: What

o specifically are you going to recommend, Parren Mitchell, that. you
*- can almost be reasonably asaured will work, that given the variations-
in the sconomic picture and all of that kind.of stuff, what can you
i ~Sgcommend? ‘What steps, A, B, C; D_would you recommend?
' Gentlemen? ' . -

Mr. Humparey. Congressman Mitchell, if I knew—and I am being
very frank and candid—the answer to that question, I woul® doubt
seriously whethér I would be here today appearing before this com-
mittee. That is a tough question. - : o _

What can we do beyond what we are doing now? I am at a loss,

. Congressman Mitghell. We have made some changes in the law. We
have reprganized ‘the~civil righfgn effort. We have reorganized the

Commigsion. We have systemic programs going. It is my understgnd-

in%t,hat the reorganization of some other coripliance efforts is going on.

- hort of what we aye doing today, I really don’t know, because

what you are talking about, we are talking about race and sex, then:

“*, we are talking-about mental attitudes, and I don’t know how to geot

' inside the head or the heads of the people you have got to.change—-
.+ America has to change. o )

. . Representative MrrcuLL. All right, but let me ask you this: We.

: did bring about some very fundamental changes; isn't that: correct? ¢

A
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Mr. Humreurney. Right, . : ) )
Representative Mrrengrt. And 1 think those changes did result 1
part from governmentdl actions to change attitudes, not only govern-

mental abtitudes but the churches and some businessmen got into the .

picture trying to change attitudes.

What I caro issthat there has been a remarkable slackening of that
effort, and maybe along with some other suggestions that Mr. Perlo
might want to make, maybe we shoull embark on :u%or wave of
propaganda. That’s what it is, it is good propaganda. White propa-

ganda as-opposed to some other color. 1t is just good-pr()pm‘:ﬂmlu&t{) -

start educating in terms of racisni.
Mr. Humrurey, 1 think you'
neat tb remind America that it is here, and we need to show America
the depths to which this discrimination exists in this country and what
it is gosting this country not ()nly in terms of lost. dollars; you have a
lot of social implications of discrimination: Poor housing, poor healg),
_poor education, diets, all of these problems relate to this entire
attitude. .
« “America needs to be reawakened to the fact that it is here, that it
oxists, and that it is not going to go away by my wishing it to go away
_ur you or anyone else. 1 think we are just going to have to redouble
our efforts, whatever that means. As ljsai( .1 am at'p loss. 1 would
like.to see it ended today, but 1 am practical enough to kiow it is
not going away today nor tomorrow.
Representative MircneLL. Do you have any spevific recommenda-
t.iqns" You mentioned one or two, Mr. Ferlo, dealing with the whole
microecohomic picture which may have a salutary influence on this
pieture. Do you have some more? ' '
~Mr. Perro. Just to follow up a bit on what Mr. Humphrey said,
1 think by my observatign as a white person, and_ speaking of my
white acquaintances, my acquaintances with other white peoplo int all
walks of life, | think it 1s clear that the degree of prejudice among the
white populstion in general, & great majority, is much, much less than

with the case 10 or 20 years ago. An(l‘t,holl)opulation would’ support.

. strong measiires to imprave the situation. This is my opinion.
However, | also think, as you said, (longressman, that a tremendous
propaganda effort is necessary and, even more, the kind of organizing
of the constituency that will be committed to this end.
I do agree that progress in" the area of reducing econgmic dispyrities
is closely connected with#4ll other major issues in our&onomy.. n my
book on the subject, “Economics of Racism,” T made the yoint that
all programs to specifically improve tho conditions of blacLs Should,
_to be successful, be connected with programs to improve the situation
of all working people. ) -
This would embody, such broad areas as tax reform, shifting of
priorities from the military to civilian needs, Iargo-scaie programs
which would both provide jobs in the millions and millions and would,
at the same time, provide tremendous social needs we have in our

Lcountry for transit and housing and many other things, and policies

% with respect to foreign trade that would cause us to export mych more

goods providing jobs, and export less capital, which take jobs out of
" the country. o )

[ just wanted to say a final word in this general area. I think 1t 18 no

secret that-I am a supporter of socialism as a social system. I think a

.
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lot of the evils of our .presenbdq,y society are those which grow out of
capitalism, including racial discrimination. > . .
ut I do have the opinion that capitalism does not require racial

- discrimination in-order to exist.-Just as capitalism did-not require the

prohibition of trade unions in order to exist. ; .
I therefore’ believe that tremendous progress can be made, even
while we live under the system of capitalismi, toward reducing, mini-
mizing and striving to absolutely elimfnat‘e all forms of racial discrimi-
nation. That is the way I approach this problem concretey.
‘Representative MircumrL. Thank you. It is almost 12 noon. Just
one last:- comment from' me, and'I move into a very dangerous area
because I move.into the area of political:philosophic-economic thinking.
Let me just say that I am not at all sure that the lines of demarcation,
Mr. Perlo, are still as sharply etched between socialism and capitalism
as they once were. K L
We will consider it sometime in the near future, government inter-
vention in the working of a private cdrporation. A large automobile
manufacturing corporation. - - o
Certainly if we intervene that might well be interpreted by some as
moving in a8ocialist direction. So Igjust want to say for the record, T
think the lines that were once sharply etched are more and more beinﬁ
blurred, and indeed I was ndt amazed but I chuckled over the growt
of private capitalism in the Soviet Union relative to thé tourist trade,

- *when peoille were renting out their apartmepts for the tourists. .

[Latghter. : .
Well, forgive that little aside, and thank you very much, gentlemen,
for heing here. This committee.is now adjourned.’ _
lWhereu on, at 11:54 a.m., the committee adjourned, subject to the
call of the Chair.] . '
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