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OVERVIEW

There is, by now, a small library of analyses of the dimensions,
causes and cornsequences of youth employment problems. This set of papers,
developed witn funding from the Off.ce of Youth Pograms by the National
Bureau of Economic Research, covers much familiar territory but also
provides fresh perspective on three key dimensions:

First, the measurement uncertainties are clearly identified. It is
fairly well proven that the official employment and unemployment sta-
tistics, frequently relying on secondhand reporting about the status of
youth, yield a much different picture than direct interviews with youth;
for teenagers, students and nonwhites, the direct interviews tend to yield
higher rates of employment and unemployment. Moreover, the definitions
themselves are suspect. The analyses document the similarities in behavior
between youth counted as out of the labor force and those counted as
unemployed, as well as the statistical relationship between labor force
participation and job availability. On the other hand, if education is
included as an activity on a par with work--and it is clearly an option--
then the trends and current conditions do not look so serious.

Second, there is penetrating analysis of the dynamic aspects of youth
labor force participation and the factors which affect transition prob-
abilities. The picture is very complex but tends to suggest that for
out-of-school youth, job-hopping or voluntary unemployment 1s not sig-
nificantly different from the patterns of adults who are in the secondary
labor market. Certainly differences in volitional behavior do not explain
the significant varied differentials which exist.

Third, the assessment of the consequences of youth Tlabor market
experiences go further than previous analyses in controlling for the
characteristics of individuals which may be correlated with employment in
the teen years and subsequently, so that the impact estimates are more
realistic. Work during the school years significantly increases the
probability of employment in the immediate post-schonol period. Joblessness
in the immediate post-school period does not leav- "scars" as measured by
enduring unemploym.nt but does leave "scars" as measured by lower wages
related to the later start in the labor market.

The specific findings are well summarized in the opening paper.
Perhaps of most importance, however, is what is implicit rather than
explicit. Underlying the complex analyses and the carefully reasoned
arguments, there are a range of value judgments which usually emergé when
moving from findings to conclusions. The most difficult task of all is to
determine what 1is policy significant rather than statistically sig-
nificant--what is "new," "surprising,” "large" or "small." Ffor instance,
some of the papers dismiss the importance of the job needs of in-school
youth, yet others document that work during the school years 1is highly
correlated with earnings and emloyment in the post-school period. Those
studies focusing on high school graduates and cdémparing the composition of
youth unemployment to adult unemployment find the youth employment problem
to be less serious than those focusing on racial problems or long-term and
recurring spells of nonemployment. The "big" picture is that the labor
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market functions reasonably and that the problems are transitional for most
youth. The more focused and less sanguine picture is that the prospects
for certain significant segments are abhorrent and cannot be explained
away. Most spells of youth unemployment are quite short, but most are also
bracketed by labor force nonparticipation and most of the aggregate weeks
of unemployment are experienced by a minority of the unemployed. Whether
concentration makes the problem more or less serious is a matter of debate.
Some analysts conclude from the volatility of labor force participation
that, youth do not want to work or have tentative attachments; others
conclude from the cross-sectional and time series correlations between
1zbor market tightness and youth employment that job deficits are sig-
nificeat. and the real problem. Post school employment rates are not
corre.ated with future unemployment for males, but are correlated with
future earnings; this may be variously interpreted as minimizing the
"scarring" effects or documenting their importance.

Another implicit issue is the limitatiea in analytic methods and the
diminishing returns from increasingly sophisticated analysis. One example
is in the assessment of the consequences of youth unemployment. The
methodologies used to adjust for differences in individuals which are not
captured by demographic variables available for regression analysis--
differences whicn persist from period to period and have an impact on
future choice--are rather arcane. A basic shortcoming is that the status
variables run over time periods, producing spurious correlations. For
instance, those youth out of the labor force in year one will likely be out
in year two simply because some are youth in this status in the last week
of the first year. Another example is that what may be considered a
char-cteristic »of individuais 1is, in fact, enforced by realit s, for
instance, a lagging work ethic in response to limited or seconda. y labor
market opportunities. Where the employment experience affects other
variables such as family status, then regressicn or clustering techniques
correcting for differences in these variables leaves questions. In other
words, first order regression analyses find impacts of work on future
earnings and employment. Second order or more complex analyses reduce
these impacts by compensating for unreported differences between in-
dividua.s. The second cut is subject to many theoretical uncertainties and
with different assumptions could range from zero to the upper bound of
first order correlations. Third order analysis wiil adjust for un-
certainties in the techniques of the second order. Unfortunately, the
dependability of the data--given the massive problems which have been
noted--do not support these ever more sophisticated cuts at the n-
formation. The work is surely worth doing to measure inputs, but the
information yield diminishes. There are similar problems in dealing with
tire series relationships, with residual measures of discrimination and
with® interaction of key variables. The most sophisticated techniques
should be used if they do not exceed the power of the data base and as long
as they do not obfuscate. These papers clearly seek to explain assumptions
and make reasonable interpretations, but there is some question about "what
it all means" wvhen interpreting the sum of all these assumptions and
multi-faceted findings.

This study is one of "knowledge development" activities iounted in

conjurnction with research, evaluatior and development activities funded
under the Youth Employment ana Demonstration Projects Act of 1977. The
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knowledge development effort will result in literaily thousands of written
products. Each activity has been structured from the outset so that it is
self-standing but also interrelated with a host of other activities. The
framework {is presented in A Knowledge Development Plan for the Youth Em-

ployment and Demonstration Projects Act of 1977, A Knowledge Development
Plan for the Youth Initiatives Fiscal 1979 and Completing the Youth Agenda:
A Plan for Knowledge Development, Dissemination and Application for Fiscal
1980.

Information is available or will be coming available from these
various knowledge development efforts to help resolve an almost limitless
array of issues. However, policy and practical application will usually
require integration and synthesis from a wide range of products, which, in
turn, depend on knowledge and availability of these products. A major
shortcoming of past research, evaluation and demonstration activities has
been the failure to organize and disseminate the products adequately to
assure the full exploitation of *“e2 findings. The magnitude and structure
of the youth knowledge development effort puts a premium on structured
analysis and wide dissemination.

As part of its knowledge development mandate, therefore, the Office of
Youth Programs of the Department of Labor will organize, publish and
disseminate the written products of all major research, evaluation and
demonstration activities supported divectly by or mounted in conjunction
with OYP knowledge development efforcs. Some of the same products may also
be published and disseminated through other channels, but they will be
included in the structured series of Youth Knowledge Development Reports in
order to facilitate access gnd integration.

The Youth Knowledge Development Reports, of which this is one, are
divided intc twelve broad categories:

1. Knowledge Development Framework: The products in this category
are concerned with the structure of knowledge development activities, the
assessment methodologies wh.ch are empioyed, the measurement instruments
and their validation, the translation of knowledge into policy, and the
strategy for dicsemination of findings.

2. Research on Youth Employment and Employability Development: The
products in this category represent analyses of existing data, presentation
of findings from new data sources, special studies of dimensions of youth
labor market problems, and policy issue assessments.

3. Program Evaluations: The products in this category include
impact, process and henefit-cost evaluations of youth programs including
the Suwmer Youth wnployment Program, dJcb Corps, the Young Adult Con-
servation Corps, Youth Employment and Training Programs, Youth Community
Conservation and Improvement Projects, and the Targeted Jobs Tax Credit.

4. Service and Participant Mix: The evaluations and dem nstrations
summarized in this category concern the matching of different types of
youth with different service combinctions. This invclves experiments with
work vs. work plus remediation vs. straight remediation as treatment
options. It also includes attempts to mix disadvantaged and more affluent
participants, as well as youth with older workers.




5. Education and Training Approaches: The products in this category
present the findings of structured experiments to test the impact and
effectiveness of various education and vocational training approaches
including specific education. methodologies for the disadvantaged, al-
terrative education approaches ana advanced career training.

6. Pre-Employment and Transition Services: The products in this
category present the findings of structured experiments it test the impect
and effectiveness of school-to-work transition activities, vocational
exploration, job-search assistance and other efforts to better prepare
youth for labor market success.

7.  Youth Work Experience: The products in this category address the
organization of work activities, their output, productive roles for youth,
and the impacts of various employment approaches.

8. Implementation Issues: This category includes cross-cutting
analyses of the practical Tessons concerning "how-to-do-it." Issues such
as learning curves, replication processes and programmatic "batting
averages" will be addressed under this category, as well as the comparative
advantages of alternative delivery agents.

9. Design and Organizational Alternatives: The products in this
category represent assessments of demonstrations of alternative program and
delivery arrangemznts such as consolidition, year-round preparation for
summer programs, the use of incentives, and multi-year tracking of
individuals.

10.  Special Needs Groups: The products in this category present
findings on the special probTems of and the programmatic adaptations needed
for significant segments including minorities, young mothers, troubled
youth, Indochinese refugees, and the handicapped.

11.  Innovative Approaches: The products in this category present the
findings of those activities designed to explore new approaches. The
subjects covered inrlude the Youth Incentive Entitlement Pilot Projects,
private sector iniiiatives, the national youth service experiment, and
energy initiatives in weatherization, low-head hydroelectric dam resto-
ration, windpower, and the like.

<

12.  Institutional Linkages: The products in this category include
studies of institutional arrangement; and linkages as well.as assessments
of demonstration activities to encourage such linkages with education,

volunteer groups, drug abuse, and cther youth serving agencies.

In each of these knowledge development categories, there will be a
range of discrete demonstration, research and evaluation activities focused
on different policy, program and analytical issues. In turn, each discrete
knowledge development project may have a series of written products
addressed to different dimensions of the issue. For instance, all
experimental demonstration projects have both process and impact eval-
uations, frequently undertaken by different evaluation agents. Findings
will be published as they become available so that there will usually be a
series of reports as evidence accumuiates. To organize these products,
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each publication is classified in one of the twelve broad knowledge
development categories, described in termms of the more specific issue,
activity or cluster of a-tiivities to which it is addressed, with an
identifier of the product and what it represents relative to other products
in the demonstrations. Hence, the multiple products under a knowledge
development activity are closely interrelated and the activites in each
broad cluster have significant interconnections.

This volume should be assessed in conjunction with A Review of
Youth Employment Problems, Programs and Policies, Between Two Worlds--Youtr
Transition from School to Work and Youth Unemployment--Its Measurzment arn-

Meaning.

Robert Taggart
Administrator
Office of Youth Programs
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THE YOUTH EMPLOYMENT PROBLEM:
ITS DIMENSIONS, CAUSES, AND CONSEQUENCES

by

Richard B. Frecman and David A. Wise

Youth and young adults have traditionally worked less than
older persons. While some youth work less than ad.its because
they are devoting € major portion of their time to schooling
or to leisure activities, others work less because they have
great difficulty obtaining jobs or because they are in the midst
of switching their primary activity from schooling to employment,

a process that involves considerable searching and job changing
before settling intc more or less permanent employment.

in recent years, as large numbers of youths have entered
the job market, and because some groups of young persons have lower
employment rates than comparable youth of the past, there has
been rising concern about -the operation of the youth labor market.
Youth unemployment has become a major issue, as evidenced by
Congressional legislation such as the Youth'Employment and
Demonstration Projects Act of 1977.

Under the auspices of the National Bureau of Economic Research
(NBER), for the past year economists from several universities have
been engaged in extensive investigation of the nature of youth

‘employment, the causes of changes in youth employment rates over
time, the causes of individual differences in employment experi-

ences, and the consequences of youth unemployment. This paper

-
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represents a distillation of the findings of that vork, It summa-
rizes briefly (pp. 2-6) the principal results of the NBER analysisg

and then describes the nature of these results in greater detail.

Dimensions of the Youth Employrent Problem

1. One of the most important lessons from oﬁr analysis is
that standard published statistics may n adequately measure the
dimensions of youth employment and Joblessness, First, different
sources of employment information lead to widely differing
estimaEes of the number of employed youth. The Curren{ Popula-
tion Survey (CPS), which provides the official government statistics,
reports a smaller number of youth employed than do other government-
financed surveys

Secord, the traditional distinction between being unemployed
(out of work and looking f.r a job) and being out of the labor force
(out of work and not looking for a job) appears less clear for
young persons than for nlder workers. Many youth are on the border-
line between seeking work .nd not seeking work, and switch from one
group to th; other frequently. Some youth who are out of the labor
force may in fact desire to work but have simply given up looking,
On the other hand, .some youth who are classified as unerployed may
not be seeking work as actively as unemplicyed adults. In addition,
many youth who are classified ag unemployed are also in school full
time, an act1v1ty that many would consider as productive as work.

While for all age groups, the difference between unemployment and

13




being out of the labor force is ambiguous. the ambiguity is especially
great for youth.

2. Constant references to the youth employment problem, as if
all or the majority of young persons have difficulty obtaining
Jjobs, appear tc misinterpret the nature of the difficulty. Youth
joblessness is in fact concentrated, by and large, among a small
group whu lack work for extended periods of time. Over half of the
male teenage unemployment is, for example, amung those who are out
of work for over six months, a group constituting less than 10 per-
cent of the youth fabor force and only seven percent of the youth
population. The concentration of joblessness among a small g-oup
means thzt lack of employment is a major problem for that group,
but also that the bulk of youth have little difficulty obtaining

work.

3. The relatively small group of youth who are chronically
without work have distinct characteristics. They are disproportion-
ately black; disproportionately high school dropouts, and dispropor-
tionately residents of poverty areas. Over time, the percentage of
black youth with j»' - has fallen while the proportion of white youth
with jobs has not, . _iying a deterioration in the employment chances
of black youth. Despite the extremely high rate of unemployment
among black youth, though, the fact is that since there are many
more whites than blacks in the population, most unemployment in even

this chronic group is accounted for by whites.

14



-4-

While the employment rate of black youth has fallen sharply
over the past decade, the wages of young blacks have risen rela-
tive to those of white youth. By the mid 1970's the wage rates
of black and white youth with comparable levels of education were

approximately equal.

The Causes of Youth Employment Problems

4. One of the most important determinants of youth employment
is the strength of the economy as a whole. When the aggregate level
of economic activity and the level of adult employment is high,
youth employment is also high. Quantitatively, the employment of
youth appears to be cne of the most highly sensitive variables in
the labor market, rising substantially during.boom periods and
falling substantially during less. active periods,

Another'oft-mentionad determinar.t of youth employment is the
proportion of youth in the population. According to our analysis,
however, while the increase in the relative number of young people
in recent yeras has adversely affected youth employment, its
primary impact has been o depress youth wages relative to adult
wages.

A third important determinant of youth employment is the minimum
wage; our evidence confirms previous findings that by making youth
labor more expensive, increases in the minimum wage reduce youth

employment.

5. At any given time, ynuth with certain background character-




jstics tend to have lower employment rates than youth with other
characteristics. Some of the characteristics associated with
lower employment appear to be unrelated to wages. Youth from poor
families frequently tend to be employed less often than youngsters
from wealthier families, although once employed, both groups earn
about the same wages. As noted earlier, blacks are employed less
often than whites, but earn about the same wages whe; employed.
The sizeable increase in black youth wage rates may have contributed
to the relative deterioration in employment of black youth.

6. Some forms of preparation during high school are related
to subsequent labor market experiences of youth while others are not.
Vocational training 1 high school shows little, if any, relation-
ship to labor market success, even among youth who obtain no
further education afte high school. Academic performance in high
school, on the other hand, is positively related to both employment
and wages after graduation and entry into the labor force. And most
important and possibly surprising, youth who work in high school work
much longer per year when they enter the labor force full time than
teenagers who do not work while in high school, and they earn more

per hour as well.

EY
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The Consequences of Youth Employment and Unemployment

7. Much of the recent discussion about youth unemployment is

focused on the fear that lack of work in one's youth will contribute

substantially to unemployment later in life. This fear appears to be

18




greatly exaggerated. We have found that unemployment immediately

following school completion has virtually no effect on employment

three or four years later. Indeed, initial wage rates have almost
nd effect on later wage rates. However, early unemployment has a

sizeable negative effect on later wage rates.

8. MWhile the precise 1inks have yet to be established, the
changing employment situation of young black persons Las Been
associated with other widespread social developments: increases
in youth crime, drug use, violence in schools, and youth suicide,
suggesting that the consequences and correlates of thé problem go
beyond standard economic issues. The finding that youth unemploy-
ment is concentrated among a small group of youth §n itself suggests
that this group may also have other social problems.

In short, the NBER study has found that many commonly-held views
about the youtii employment problems are erroneous and that many
critical aspects of the problems have heen inadequately understood:
youth unemplquent. rather than being widespread among a large pro-
protion of youth, is in fact concentrated among a small group of
youngsters; the nature of youth employment and unemployment differs
substantially from that of adult employment and unemployment; and
youth unemployment generally does not have the major long-term con-
sequences on later employment that some have feared though it does

affect later wages.
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THE NATURE OF THE YOUTH EMPLOYMENT PROBLEM

A few basic statistics will motivate and provide background
for our subsequent discussion. Employment and unemployment rates

for selected years by race, sex, and age are shown in the tabulation

below.]

e
1 4

EMPLOYMENT AND UNEMPLOYMENT RATES 195h-1977

WHITE LBLACK AND OTHER
1964 1969 1977 1954 1964 1969

—
Men
Percent Employed
Age: 16-17 " .6 36. 7 44.3 40.4 27.6
s 18-19 3 57. B8 65.2 66. 1.8
20-24 9 79. .8 80.5.. 75.

25-54 .8 94, J 9% ss.

Percent of Labor

Force Unemployed

Age: 16-17
18-19
20-24
25-54

Women
Percent Employed
Age: 16-17

18-19
20-24
25-54

Percent of Labor

Force Unemployed

Age: 16-17
18-19
20-24
25-54

1. Freeman and Medoff (b).




These data show divergent levels and trends in the percentages of

youth with jobs and the percentage unemployed; they describe the
primary characteristics of the youth ;abOr market.

Although youth unemployment is sometimes per;eived and por-
trayed as a crisis of youth in general, these data do not support
this interpretation. The employment rate of white mele youth has
changed only modestly in the past two decades; indeed the trend has
been upward since the mid 1960's. The percent of white females
employed has also risen substantially, even in the 1970's.

On the other hand, since 1954, the percent of black youth with
Jobs has fallen dramatically and there has been a correspondingly
large increase in the black unemployment rate. This disturbing
trend is even more troublesome in 1ight of the fact that it is a
relatively recent one. In 1954, approximately equal percentages
of black and white youth were employed. Since that time, unem-
ployment rates for black youth have risen and their employment po-
sition has deteriorated greatly. As can be seen in the preceding
figures, the unemployed proportion of black youth has increased
relative to black adults as well as relative to white youth. (In
1954, the unemployment rate of black youth was about 1.5 times the
rate for black adults; by 1977, the youth ra;e was almost 4 times
the adult rate).

Thus, to the extent that trends in the d.ita signify a deteri-
oration in the employment of youth, that deterioration 15 concen-

trated among black youngsters. Nonetheless, because a much greater
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proportion of the pﬁpulation is white, the vast majority of un-
employed youth are white.

What the numbers in the tables above do not reveal is that
almost half of the teenagers classified as unemployed are alse in
school. The unemployment of a young person in school, most would
agree, represents less loss to society than that of an adult seeking
full time work.

The Bureau of Labor Statistics defines unemployment as the
ratio of persons looking for work t: the number employed plus the
number looking. According to this (BLS) definition, 18 percent of
male teenagers, aged 16 to 19, were unemployed in October 1976.
Sinfe most full time students are not inéluded in the youth labor
force, however, this figure overstates the fraction of young persons
who are ready to work but have no productive way to spend their time.
Just 4.9 percent of teenagers are both unemployed and not in school.
On the other hand, the unemployment data igno;e youth who are n;t
in the labor force. In Uctober 1976, 9 percent of male teenagers,
16 to 1;,years old, were either unemployed or out of the labor force
and not in school. Moreover, only 70 percent of the out-of-school’
teenagers (many of whom were high scho1 dropouts) held jobs, ac-

1

cording to the Current Population Survey data.

Whichever groups are considered, unemployment is concentrated

1. Feldstein and E1lwood, based on data from October, 1976 (Current
Population Survey). Wachter and Kim ¢cive comparable ¥igures using
annual averages, includiig summer months, for 1978.
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among those with the lowest levels of education. Among out-of-

school teenagers, for example, persons with less than 12 years of
school account for 58 percent of the unemployed. Unemployment rates
are much higher among high school dropouts than among high school
graduates. Moreover, unemployment is also concentrated among rela-
tiv:ly few persons; those unemployed for very long periods. If we
add up a1l periods of unemployment for male teenager-, for example,
we find that 54 percent of the total is composed of persons who are
unemployed for more than six months of the year. Even more striking,
10 percent of all teenagers account for more than half of total
teenage unemployment.] The najorify of young persons move in and
out of the labor force and obtain ;obs with ease; many youth either
experience no unemployment at all between transitions or are un-
employed only for very short spélls. However, the concentration of
unemployment among a small fraction of youth has presumably higher
social costs than if unemployment were evenly distributed among all
youth.

In short, the data suggest that most teenagers do ﬁot have sub-
stantial employment difficulties, but that for a minority of youth,
there are long periods without work thzt constitute severe problems.
This group 1is compoéed in large part of high school dropouts and

contains black youth in numbers disproportiorate to their represen-

1. Feldstein and ['Vlwood: Clark and Summers.
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tation in the population.

It is commonly believed that young persons have much more diffi-
culty in finding jcbs than their adult counterpgrts. Measured by the
lengths of spells of'unemployment. the evidence does not support this

view. The average duration of periods of unemployment for teenagers

is about the same as the average for adults.] However, many spells

of teenage unemployment end not when a job is found but when the

young person drops out of the labor force. Teenagers average as

g

mbch as five months between loss of a job and attainment of a new
job.2 (The volatility of the youth labor force, with persons fre-
quently entering and leaving the officially measured labor force,
raises questions about the adequacy of the data in &istinguishing
between the two states.)

Unemployment rates cen be decomposed into two cOomponents:
the rate at which persoﬁ; change jobs or switch from out of the
labor force into the labor fcrce, multiplied by the rate at which
the changers or switchers are unemployed. Analysis of these two
components of unemployment shows that young persons are unemployed
more than adults because they change jobs or situations more often
than adults, not because they have a greater chance of unemployment

given a change in status.

1. Mincer and Leighton find duration to be longer for adults than
young persons in their analysis.

2. Clark and Summers.
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About one fourth of young men, agcd 18 to 24, change jobs in a

year, compared to less than one tenth of men aged 35 to 54. The
differential proportion of job changers by age is itself largely
attributable, according to Mincer and Leighton's calculations, to
differeaces in seniority by age. Low-seniority workers, of necessity
primarily young workers, change ~bs frequently while high-seniority
workers, of necessity primarily older workers, change less frequently
and are as a result less likely to be unemployed. One of the key
factors behind the high rate of youth joblessness is the high mobility
and short job tenure of the young.‘

Finaily, we emphasize that the inte:rpretation of all these data
is complicated by uncertainty about the accuracy of their magnitudes.
Recent large scale surveys that interview young persons themselves,
rather than resident adults in a household, as in cormmon in the
widely used Current Population Survey, reveal higher rates of em-
ployment and\aifferent rates of unemployment than the official
government statistics. 7

For example, for October 1972, emp]oym;nt rates for out-of-
school male high school graduates, based on the National Center for
Educational Statistics study of the High School Class of 1972, *ere

88% for whites and 78% for blacks.2 The comparable Current Popula-

1. Mincer and Leighton.

2. Meyer and Wise.
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tion Survey data, the basis for official Bureau of Labor statistics
numbers) implied substantially lower unemployment rates of 82% and
68% ;espectively. Similar differences arise in comparing the
Current Population Survey rates with those based on the National
Longitudinal Survey of Young Men. A large portion of the difference
among the various rates can be attributed to who answers the survey °
questions in each éase. Youth report more employment activity for
themselvas than is reported by the household member most likely to
respond to government population surveys, the youth's mother. The
differences in reports are larger for in-school youths with fu'l
time jobs.] It is important to remember that until the discrepancy
in survey results is completely resolved and the 'correct' rate of
youth employmeht determined, there will be ambiguity about the

causes and consequences of the problem.

THE CONSEQUENCES: MARKET DETERMINANTS OF YOUTH EMPLOYMENT

Whether 2 youth is employed or not depends partly on the strength
of the economy and on broad demographic conditions, and partly on
jndividual characteristics of the youths themselves. The aggregate
determinants are those that influence the average level of youth
employment at a given time; the individual influences are those that

determine diffarences among individuals at a given time. We shall

1. Freeman and Medoff.




discuss the broader influences on the average youth employment rate

in this section, and individual differences in the next section.
The most important aggregate determinant is the Jevel of
economic activity. There is strong eivdence that when the economy
is strong, youth as well as adult workers are better off. A widely
used indicator of the level of aggregate ecpnomic activity is the
unemployment rate for adult males. Young persons living in areas
where the local unemployment rate is high have more spells of un-
employment than comparabie youth in areas with strong economies.]
Analysis of differences among metropol$tan areas, based on
1670 Census data, indicates that an increase in the adult male
unemployment rates is associated with disproportionately large
decresses in the proportion of youth who are employed. When the
adult dnemployment rate rises by one percertage point, the pro-

portion of youth who are employed drops by the followin§ percentage

amounts:2
A1l Young Men Out-of-School Young Men
Aged: 16 to 17 5% Aged: 16 to 17 5%
18 to 19 2% 12 t0 19 3%
20 to 24 3% 20 to 24 3%

Evidence based on changes in adult unemployment over time

1. Mincer and Leighton.

2. Freeman.




confirms these findings. The time series data show that a one per-

centage point increase in the adult male unemployment rate is asso-
ciated with a five percent decrease in the proportion of young men
aged 16 to 19 who are emplqyed.] Thus youth émployment is highly
sensitive to cyclical movements in the economy.

A second indicator of aggregate economic activity, the growth
rate of personal income, also shows a substantial positive relation-
ship to youth employment, according to our comparative analysis of
metropolitan areas. If these indicators reflect aggregate demand,
then demand }orces have a subsiantial effect on youth employment.

Two other measures of aggregate economic conditions are also
strongly related to youth empioyment. One is the "industrial mix"
in the area where the young person lives, and the other is the
average income level in the area. Based on comparisons across§
metropolitan areas, youth employment is higher in those areas with
a large number of industries that traditionally employ many young
workers. Some of these industries have large numbers of jobs that
do nof require extensive training; other industries mdy simply have
developed production processes, and orgarized their workEforces, in
such a way that large numbers of young persons are accommodated.

The "industrial mix" has an approximately equal effect on the employ-
‘ment of teenagers aged 16 to 19 as the effect of aggregate econcmic

activity (as measured by the adult vnemployment rate) but has smaller

1. Clark and Summers. A comparable estimate for non-whites in this
age group is over 6 percent. Estimates obtained from a separate time
series analysis are also consistent with this gereral order of mag-
nitude (Wachter and Kim). '
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effects on those aged 20 to 24.

In addition, the extent of poverty in an area affects the
employment chances of youth. Those areas with greater proportions
of families living in povarty, and those youths 1iving in officially
designated poverty areas, tend to have lower rates of youth employ-
ment.2 This is true even among areas with similar levels of adult
unemployment, personal income growth rates, and industrial mix.

Thus some characteristics of youth, or the demand for young workers
in poor areas, are not captured by these other geographic character-
istics.

Another oft-mentioned aggregate determinant of the percent of
youth who are employed is the proportion of the total population
who are young. Over the past decade and a half, this proportion
‘ has increased dramatically. It is argued that production techno-
logies and institutional arrangements may make the economy slow to
adapt to large chauges in the relative numbers of younger versus
older worker;. thereby increasing unemployment and reducing the
fraction of youths who work.-

Our evidence suggests that while there may be some such effects,
especially for 16 to 17 year olds, the large increase in the numbe:
of the youths relative to adults in the labor fcrne has affected

wage rates more than employment. The fact that during the period

1.. Freeman. . -

2. Rees and (Fay; Freeman.
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of rapid increase in the youth proportion of the population the
fraction of youth employed did not fall (see p, 7) casts doubt

on the importance of the number of young persons as a major deter-
minant of their employment.

The large increases in the yoith labor force in the summer
months without a corresponding irncrease in youth unemployment also
brings into question the effect of the proportion of youth in the
popuiatiﬁn on their employment rate. During the summer months, the
labor market absorbs large numbers of teenagers. Although teenage
labor force participation has been almost 40 percent higher in July
than the annual average, in July the teenage unemployment rate has
been somewhat lowerz\@an the annual average.]

Evidence from geographic areas with different fractions of
young perscns, however, suggests that a one percentage increase in
the proportion of the population who are young may lead to a
noticeable reduction in the employment rate of 16 to 17 year olds,
but not those aged 18 to 19, or those aged 20 to 24. Additional
evidence based on movements over time in the employment of youth,
suggests thai increases in the relative number of youth are, in
general, associated with declines in the employment ratio <f most
youth groups.2 though not by enough to dominate the other factors

contributing to youth employment.

1. Clark and Summers.

2. Wachter and Kim.
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Perhaps the greatest effect of the increasing proportions of
youth in the population has been a decrease in youtk wages relative
to adult wages, rather than a decrease in youth employment. The
- earnings of black and white male youth, as a percent of earnings

of adult males, are shown in the tabulation below for 1967 and 1977

and for selected age groups.‘
White Black and Other
Age 1967 1977 1967 1977
18 54 49 44 44
20 66 58 63 52
22 79 63 59 54
24 87 - 75 60 63

The earnings of young white men in all age groups declined rather
dramatically relative to adult wages between 1967 and 1977. On the
other hand, the earnings of black youth have not changed much, on
average, relative to adult earnings. Thus, the market adjustment

to larger numbers of youth has been reflected to some extent in a
relative deciine in yorth wages. Indeed, for white youth, wages may
have been the primary equilibrating mechanism, allowing the employment
rate to be maintained in.the face of large increases in the relatfve
number of youth in the population. Traditional supply and demand
analysis suggests that whenever the supply of any group of workers

increases relative to the demand for them, the larger numbers will

be employed only at a lower wage rate. In contrast to the decline

1. Wachter and Kim.
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in the white youth wage rates relative to adult wages, the wages of
black youth--both male and female--rose relative to téé;nges of
white youth. At the same time, black-youth were findingiit increas-
ingly difficult to find jobs. It is Yikely that the change.in the
relaiive wages of the two groups contributed to the deteriorati&h)
in black versus white employment.

There #s also a wide body of evidence showing that the employ-
ment of both white and bl-.: youth is handicapped by the minimum
wage, pr=sumably because the minimum wage is higher than employers
are willing to pay some youth. Since the number of young persons
looking for jobs can change when the minimum wage chaqges. the
minimum wage has a more systematic effect on employment than on
unemployment of the young. Some results suggest larger effects on
employment for 16-17 year olds, and for black youth in general, than
for other groups.] Both the evidence on the relationship between
youth employmnent and yo&th wage rates and the evidence on the effect
of the minimum wage are consistent with evidence from the United
Kingdom where youth employment appears to be quite sensitive to the
ievel of youth wages.2 The downward trend in youth wages relative
to adult wages in the U.S., may however, have been a more important
determinant of youth emplcyment in the 1970's than changes in the

Jegal minimum. In addition, although most discussions of the

1. Wachter and Kim.

2. Llayard.
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minimum wage focus on its likely effects on youth employment and
wages, it is also possibie, in theory, for the minimum wage to
shorten the duration of teenage jobs and thus increasz the frequency
with which youths change jobs.]

Though some headway has been made in determining the causes of
changes in youth employment experiences, it is important to stress
that major questions remain unanswered, and in particular the
differential pattern of change between white and black youth.
THE CAUSES: INDIVIDUAL DETERMINANTS AND CORRELATES OF YOUTH EMPLOY-
MENT AND WAGES

We now turn to individual characteristics that ~ontribute to
Gitierences in employment experience among youth. These are at-
tributes that influence the experience of one youngster relative to
another at a given point in time. It is important to realize from
the start that most of the variation in employment and wages among
’ 1nd1;idua15 cannot be explained by differences among them that we
can observe and measure, such as education or family income. Most
of the variation is due to factors, such as individual tastes,
opportunities, or chance that we are unable to explain. Nonetheless,
the effect of some characteristics is very substantial. Among the

most important determinants of youth employment and wages are:

Education: As we have already emphasized, high school dropouts

are employed fewer weeks per year on average than high school grad-

1. Hall.
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less than other out-of-school youth in that age group.

«2)-

uates. More generally, out-of-school youths of any age with educa-
tion below the average for their age group are employed noticeabﬁy
1

Particular educational experiences may also affect employment
and wages. Much public discussion and policy has centered on the
potential influence of job training on later ability to find and do
Jjobs. Yet, we havé:found that vocational training in high school is
virtually unrelated to subsequent employment and wage rates, even for

persons who obtain no further education after leaving high school.

‘ Academic performance, on the other hand, seems to be positively re-

lated both to the number of weeks per year that youth are employed

‘and to their wage rates after entering the labor force full time.2

But most important, and possibly surprising, there is a very
strong relationship between -hours worked while in high school and
later employment and wage rates, with persons who work in high school
employed many more weeks per year and having higher wage rates when

they enter the labor force full time than those who do not wbrk in

' high school.3 We hive as yet not adequately differentiated between

two possible explanations for these relationships: that working in
high school reflects an underlying commitment and ability to perform

well in the market, that the wurk experience itself enhances these

1. Rees and Gray.

2. Meyer and Mise.

3. Meyer and Wise.
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characteristics, or most likely, that both of these ptssibilities
interact. The relationship suggests, however, that high school
work experience may hold significant potential for enhancem::t of
later work experience and at the same time raises the possibility
that unemployment among in-school youth, while different from that
of out-of-school youth, may result in lost preparation for future

work.

Family Background: It is widely accepted that early family

experiences are likely to affect later employment as well as edu-
cational attainment of youth. We have no kniwledge of the early family
experiences of youth, but we do have access to measures of>some‘fami1y
characteristics, such as income. We have found that such measures are
related to both school and labor force experiences, but the relation-
ships are not enéirely what we exoected. For all youth, family back-
¢round, as measured by parents’' income, shows Jittle relationship to
employment. Thus family income apparently has little to do with the
inclination of youth to seek employment or with their ability to find
jobs, although it my affect inclination and ability to find work in
an offsettipg way. However, youth whose brothers énd sisters have
jobs are more likely to have jobs themselves.?
to several -interpretations. It may reflect local Yabor market con-
ditions or characteristics common to all family members, or it could
mean tnat employed siblings help other youth in the family to secure
Jobs.

Though children from wealthier families seem to be no more

successful in finding jobs than those from poorer families, we have

1. Rees and Gray.

This finding is subject




~23-

found that xoungsters from wealthier families obtain jobs that pay
more per hour.] The reasons for this pattern have yet to be deter-
mined.

We have also found that youth in female-headed households and
in households on welfare tend to have jobs less often than youth
from other families, though ;he differences are not sizeable. Again,
while this result is not surprising, it is not clear why this rela-
tionship is observed. Youth in families where the adult heads are
less likely to have jobs may themselves be less 1ikely to seek em-
ployment. On the other hand, youngsters from such families may
simply have fewer job opporturities. HKere too, however, once a youth
is employed, family characteristics are not related to wage rates.
It is possibie, of course, that those who are.the most productivg an
Jobs are also the most likely to seek employment and the most likely

to be hired.

Race: As noted earlier, black youth have noticeably lower chances
of working than white youth, although the magnitude of black/white
differences in employment differ by survey; in some surveys the
differences are modest for high school graduates. In contrast, black
and white youth wages tend to be quite similar for all educational
levels, so that employed y0un§ blacks earn about as much as employed
young whites. One reason for the downward-trend in black youth

employment has been a marked increase in the school attendance of

1. Meyer and Wise.
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young blacks. The increase in black schocling, however, explains

only a small proportion of the black/white differences in employment
that have arisen since 1954.

| We find it implausible to explain the decreased employment in terms
of disctimination of the traditional type, particularly in view of in-
creased legal and other preSsures placed on discriminators. Perhaps
other factors having to do with the social conditions in inner city
slums have worsened and have contributed to the weakened employment
experiences of blacks. No empirically verified explanation presently

exists.

THE CONSEQUENCES '

Many persons have expressed the fear that periods of unemployment
early in one's working career could have substantial adverse effects
on employment in future years. We have found that these fears are
largely unfounded, and that the evidence has often been misinterpreted
to imply that there were large effects. In fact, there is little
evidence that time spent out of work early in a youngster's career
leads to recurring unemployment.] Rather, the cost of not working is
the reduction in wages pérsons suffer later because they failed to
accumulate work experience which employers reward. That early un-
employment has 1ittle effect on later unemployment does not mean
that young men and women who have unusually low levels of employment

early in their working 1ives are unlikely to work less 1n11ater years.

—
.
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Young men who do not enroll in college and spend some time unemployed

their first year out of school, for example, are twice as likely to
experience unemployment again than are their peers who escaped early
unemploymentrl But this effect is due almost entirely to persistence
of individual differences like education, academic apjlity. and moti-
vation. The existence of such characteristics creates a positive
correlation between time worked in one year and that worked in;the
next and subsequent years. To isola;e the effect of unemployment
itself on future unemployment, it is necessary to control for these
individual differences. Once individual differences are controlled
for, so that persons can be compared only on the basis of early work
experiences, there is little relationship between employment experi-
ence after high school and employment four years later.

This conglusion holds for widely differing groups of young men
and probably for young women as well.. It is supported by evidence
on young men who dc not enroll in college, 1nc1udfng high school
dropouts, who were followed in the National Longitudinal Survey of

2

foung Men.” It 1s also supported by evidence on a large national

sample of high school graduates surveyed as part of the National
Longitudinal Study of the High School Class of 1972.% Comparable
evidence based on young women in tiie Nationa?l Long{tudinal Survey

4

of Young womén supprrts this conclusion as well.  This does not

1. Ellwood.

2. Ellwood.

3. Meyer and Wise.
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mean, of course, that we should be unconﬁerned that some persons will
always tend to hgve poorer laber force experience than others. But
it does mean that initial employment in itself does not increase or
decrease employment ove} the long run. Thus, for example, simply
creating jobs for persons right after high school should not be ex-
pected to 1nc;ease the number of weeks that they will be employed
four years hence. -
~Since wage rates increase with experience, there is, however, a
cost of not working today. Individuals who are unemployed in their
youth obtain lower wages in subsequent years because they have
accrued fewer years of experience. The effect for high school grad-
uvates three or four year .ater appears EP be modest, and it is some-

what less for women than for men.]

Evidence for young men with less
than 14 years education showed considerably higher estimates of the
effects of early experience on wage rates fhree or four years iater,

2 A1l of this evidence

upwards of 15 percent per year out of work.
is consistent with 5}evious research findings on the relationship
between earnings and experience. In short, unemployment does not by
itself foster later unemployment, but the effect of unempfoyment is
felt in lower future wages, and this effect may be quite substantial.
Not 6nly is there Jittle effect of eir]y employment on subse-

quent employment but 1pit1a1‘wige ratés in themselves have little

1. Meyer and Wise; Corcoran.

2. E1lwood.
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+

effect on subsequent wage rates. Once persistent individual differ-
ences are controlled for, there is virtually no relationship between
wage rates early in a person's labor force experience and wages

earned several years later.] After allowing for individual character-
istics, a low paying job one year will not by itself lead to a low
paying job three or four years later, according to our fir. ings.

Thus the fear that a low level job one year--as indicated by a low
wage rate--will harm one's chances of obtaining a better job in later
_Jyears agpearynfo be unfounded.

These findings are distinét from the observation that unemploy-
ment varies according t&ﬂoccupational characteristics. Young persons
working in occupations with high initial wages but slow wage growth,
and im occupations whose work force is highly mobile across jn-

dustries also have higher rates of unemp]oyment.2 n

CONCLUSIONS

The NBER research has illuminated several aspects of youth em-
ployment and unemployment. We have found that severe employment
problems are concentratgd among a small proportion of youth with
distinctive characteristics but that for the vast majority of youth,
lack of employment §s not a severe problem. Thus, the youth ur-
employment crisis should be thought of ;; one specific to only a

small proportion of youth, not as a general problem. Black youth

1. Meyer and Wise

2. Brown.




are less likely than white youth to be employed, but once employed the
two groupe have similar wage rates;»this rough equality is a recent
development. While work experience and academic performance in schoo;
have been found to be related to employment and wages, vocational
training in school has not. f.ggregate economijc activity has been
found to be a major determinant of the Jeve] of youth employment.

Early employment experience has virtually no effect on later
employment, after controlling for persistent characteristics of
individuals, Tike educationfﬂﬂg?;ﬁlarly. wages earned upon entry

«into the labor force have no effert themselves an wage rates earned

a few years later. But not working in earlijer years has a negative
effect on subsequent wages because wage increases are related to
experience.

Finally, we have found large differences between employment
and unemployment rates based on Current Population Survey data--the

traditional source for such 1nformat1on—-and_evidence based on two

other recent large scale Surveys. This uncertainty not onl eyds

to questfons about the basic magnitude of youth employment .a
unemployment but also complicates analysis of youth employment

experiences as well,
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Teen1ize Unemployment: %hat 1s the Problen?
//‘ .
Martin Feldsiein®

David FEilwood¥**

An individual is orfficially classifiéd as unemployed if he is not working “
and i35 seeking a‘full-time or part-:jne job.l In recent years, 5?2 percent of
the unemploy‘edt w2re less than 25 years pld. Teenagers alone accounted for
half of tris youth unemployment or 25 percent of total unemplojymeat. In 1978,
an average of 1.56 nillion teeragers were classified as unemployed, implving an
average uneuploymenl rate of 16.3 percent of the teenage lador force.z?
It is clear therefore “hat teenag;rs acccunt for a large chare of the

high unemploy:ent rate in the United States. But how much of this teenzge
uneaploynment represents a serious ecoucmic or social problem? How many of
these unemployed are students or others seeking part-time work? How much of
all teenage un=Tployient represents very short spells of unem>loy-eat by those
yho'move fron jot to job and how rmch represents really long-term unemployment

of those who cannot find any job or any job that they regard as acceptable?

*President, National Bure-u of Economic Research, and Professcr of Econonics,
Harvard University

®*Fesearch Analyst, National Bureau of Econonic Research, and Graduate Student
in Economics, Harvard University.

This study wss prepared as a background paper for the MBER Project on Youth
Joblessness end Employment., We are grateful for comments on our earlier
dfaft, especially the susgestions of Jacob Mincer, Linda Leighton ard Lawrence
Summers. The views expressed are thcse of the authors and should not te
aftributed to any organization.

llndividuals vho are on layoff from a Job to whie¢h they expectfto be recalled
are also classified as unemployed even if they are not activelyx seeking work.

2'l‘he unemploy=ent rate for 4 denographic group is calculated as the percentage
of the corresponding labor Torce wio are currently classified as unemplovaod.

The lahor force is definsd as everyone ia that demographic group who is either
euployed or uremployed. An individusl ray be both attending school and in the

labor force If he or she is vorking part-time or full-time or is looking for
such work,




Anong those who are not officially classified as unemployed but-are neither

vgrking nor in school, how many should really be regarded as "ﬁhenployed but too
d¥scouraged to look" an. ho; many should be classified as Just "not currently
interested in vorking"™? And even azong those who are officially classified as
unenployed, how many ere unemployed by the official definition but not really
interested in work at the current time?

To shed light oa th.se questions, we have analyzed the detailed infor-
’ mation on youth employ=ent and uneaploynent that is collected in the
Department of Labor's =onthly Current Population Survey. We have not relied
on the published surmaries of this survey but have examined and tabulated the
basic records on more than 5,000 individual teenage boys about whoz information
vas obtainedrin the Curren&nPopulation Surveys of March 1976 and a similar
size sample in October 1976. Analyzing the raw data has the very impo. ant
advantage of permijting us to examine a variehy of special subgroups that can-
not be studied wvith the published summaries. '

In particular, ve dccided quite early in our study to 1imit our attention

to male teenagers who ezre not enrolled in school, 1 We believe that the prodblems

end expericnce of the irn-school and out-of-school groups of unemployed teenagers

ate very diffc ent and must be studied sega*atelz.2 Since, as we show below,

half of the male unenployed teenagers are still in school, looking at buoth

¥In the carlier version -f this paper, we focussed on the male_teenagers who do
not report attending school as their "major activity." An individual may be
enrolled bul also working. For most purposes, the two methodg of classification
give similar results but we were convinced by subsequent comnént and analysis
that classifying by enrollment is more appropriate, especiallf‘tor 1€ and 17
Year olds.

2ve are of course avare that remaining in school represents an economic decision
and should in principle be regarded as endogenous to the problem we are
studying. It would be interesting to extend the current analysis to exaanine the
rclation betwcen work availability and the decision to reumain in school,

11
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groups together can obscure ruch that is important, Moreover, the social and
ol :

economic problems of unemployment ray be of greater significance for the out-of-

sc¢hool group then for those vso are still in school. LimitingBur analysis to
boys 8150 reflects a view that the problems and experiences of the boys are
likely to differ substantially froi those of girls of the sarme age so that the
tvo should be studied separately.

Even with the study limited to out-of-school young men., we have a sample
of 1,451 indiyiduals in October 1976. This is large enough to make statisti-
cally reliable estimates of unenmployment and employment rates for most maj}or
groups,l In some cases, however, e.g., wvhen nonvhites are classified by family‘
income, the sazple becomes too small to perait estimates to be made with great
confidence. In these cases, as in others where a larger sazple is desirable, it
would be useful in the future to pool data from several monthly surveys.

Since our analysis refers primarily to the unemployment experienced in
October 1976 and, in some cases, during the preceding year, it is useful to
describe briefly the state of the labor market during that period. 1In October
1976, the overall unemployment rate for the population as a whole was a rela-
tively high 7.2 percent. Unemployment had been falling from a peak ratc of
9.1 percent in June 1975. The mean durations of unemployment were therefore
very long; the 1L.2 veek mean duration of unemployment for all the unemployed in
the October 1976 survey vas roughly 25 percent longer than the average duration
of 11.5 veeks that prevailed in the years from 1960 through 1975. Our study

-

should therefore be seen as an analysis of the experience of out-cf-school

Young men during a time in which the labor market was depressed but improving.

“In estinating wnewployment and employzent rates, a sample of 100 yields a stan-
sard error of no nore thar 0.005. Appendix Table A-1 presents selected sanple
sizes. Table A-2 presents the standard errors for probabilities based on
selected sanmple sizes.

4o
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This shoul2 Ye remenmbered in interpreting any of our findings, a varninge that
vill not te repeated. It would clearly be interesting t~ reps3t our an:lysis
for a yez- like 1974 when the unemployﬁent rate for all persogy vas only 5.6
percent zs well as for 1979 when those data became available,l

Our Zinding may be summarized very briefly:

UnemzZoyment is not a serious prodlew for the vast majority of teenage
boys., Less than § percent of teenage boys are unemployed, cut of schodl, and
looking Zcr full-time work. Many out of school teenagers are neither vorXing
nor looki-z for work and most of these report no desire to work. Virtuslly
all teenzze>s who are out of work live at home. Anong those who do seek work,
unemployze=t spells tend to be quite short; over half end within one month
vhen these boys find work or stop looking for work. Nonetheless, much of the
total amouzt of unemployment is the result of quite long spells anong a siall
portion of those who experience unemployzent during the year,

Althoizh nonvhites have considerably higher uneployment rates than whites,
the overwtslning majority of the teenage unenmployed are white. Approximately
half of t-= difference between the unemployment rates of whites and blacks can
be account=3d for by other demographic and economic differences.

There is a small group of relatively poorly educated teenagers for whom
unenploym=zt does seem to be a serious and persistent problem. This group suf-
gers:much I the trenage unemployment. Although +their unermployment rate impro-
ébs marxedy as they move into their tventies, it remains very high relative to

the unemployzent rate of better educated and nore able young men.

iWe have r:peated the analysis for the tvo other recent years for vhich data are
avallable, 1975 and 1977. The results are quite similar to those for 1976
reported 1z the text of this paper. . Tables for these years are available from
the authorzt.




1. More than 90 percent of all male tecnagers are either sp school,

varking or both. Most unemployed teenzpers arc eithet in scheRl or seeking

only part-time work. Only 5 yvercent of tecnange boys are unerployed, out of

school and lookinpg for full-tire work.

Althouzh the unenployment rate among tecnage boys vas 18.3 percent in

October 1976, this figure is easily misinterpreted for two reasons. First since

most teenagers are in school and neither working nor looking for work, the labor

force size on which this unenploynent rate is calculated is only a fraction of

the teenage population. The unenployed therefore represent a much smaller per-

centage of the teenage population than they do of the teenage labor force.

Second, more than half of the une=ployed teenagers are actually enrolled in

school and generally #nterested only in some form of part-time work.

It is reasorable to classifr prime age men into the "employed" and "not

employed" and to regard the sitiuation of the first group as satisfactory fiom
a social and econonic standp.int and that of the second group as unsatisfac-
tory. This is clearly inarpropriate (or teenagers. The "satisfactory" group
for teenagers inclules .hose in school as %<1l as thc - at work and therefore
pmore than 90 percent ©f this age group, almost the z;agg ,.a;s: the "satisfactory
status' rate for prime age males. Less than 5 percent~g§'£éenage boys are
qumployed, out of school and looking for full-time work. The problem of
ufenployment affects only & very small fractinn of teenagers.

The detailed statistics on vhich these statements &re baséé are presented
in Table 1, Nearlv 70 percent of male teenagers were enrolled #«in school in

October 1976. Among the teenage boys who are officially classifed as

unenplo, ~d, more than half (52.7 percent) are enrolled in school. There are
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In School

Employed

Unenployed

© Full Time
Part Time

Not-In-Lahor-
Force

Total Population

Not 4n School

Employed
Uneriployed
Full Time
[ T9. 1 TR

Part Time

Rot-In-Labor-
Force

Total Population

Total Civilian

Porlation

Cavienns

7

Table 1
Activities of Male Teenagers Masyceh 1976
"ot lnagers, Maich 1976
1617 18-19 16-19
% of #» of % of
Population Population Population Population Population Population
1,307,233 31.1 731,300 18.5 2,038,533 25.0
317,419 7.5 126,520 3.2 LLh,039 Sl
22,000 0.% 20,399 0.7 50,399 0.6
295,419 7.0 98,221 2.5 393,640 4.8
2,174,278 51.8 1,048,669 26.5 * 3,222,747 39.5
3,798,930 90.4 1,906,589 48.3 5,705,519 69.9 ;
b [
1
209,259 5.0 1,506,038 38.1 1,715,297 21.0
82,454 2.0 316,251 8.0 398,705 4.9
TU,949 1.8 304,355 T.T 379,30) U7
7,505 0.2 11,896 0.3 19,k01 0.2
105,996 2.5 226,980 SeT 332,976 b,1
397,709 9.6 2,049,269 51.7 2,446,978 30.1
4,196,639 100.0 ~ 955,858 100.0 8,152,u97 100.0
MatbiiVadblmmn Al *ha Natahan 10TA MPiswrantk Darmitatdan Crivvay .
4b
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only 79,000 Loys who ere out Bf school and séekinz full time work,l of
cqurse, the fact that half the teenage une;bloyed are in school does not nean
that the unembloyment rate azong out-of—acﬁool teenage boys is half of the
unenployment rate for all teenage boys. The two rates are in fact quite
sinilar; 18.3 percent_overall and 13.9 perceat emong out-of-school bIys.

It is also clear that }he experience of 16 and 17 year olds is very dif-
ferent from that of 12 and 19 yeur ol&s. While 90 percent of the younger
boys are in school, only 48 percent iof the older boys are. Anong the 16 and
17 year olds who are classified asr&nemployed, nearly 80 percent are in school
and less than 25 percent are seeking full-time work. In contragt, anong the
18 and 19 year olds vho are clas#ified as unemployed, only 29 percent are in
school and nore than 75 percent;are seexing full-time work. Only 1.8 percent
of the 16 and 17 years olds arf out of school, unenployed and seeking full
tine work. We are rexinded tﬁat the official unerxployment rate once included
the experience of 14 ard 15 ;ear olds but that the age limit was raised to
reflect the growing school énrollment of this group. It may again be time to
raise the age threshold for official lsbor force participation. Excluding 16
and 17 year olds, vith their official unemploynent rate of more than 20 per-
cent, would reduce the overall unemployment rate for men of all ages from T.2
percent to 6.9 percent.

These coznents should not be taken as ninimiz?ng{the importance of
unenployment for some young people. The figures dcfﬁhoi:hdvever that only a

very small fraction of tecnagers are unenployed and that only 46 percent of

{Recall that ve classify as "{n school" anyone who is enrolled, whether or not
school is his major activity. If we use the "major activity" besis of classif{-
cation instead, the nunber of out-of-school boys vho are seecking full-time vork
is essentially unchanged at 394,000. The total unemployed and out-of-cchool
group (seeking part-time or full-time vork) is 399,000 based on “"enrollment" and
416,000 based on "pajor activity."

17




the unemployed are both not in school and looking for full-time enployzent,
Less than 5 percent of teenage boys are out of school, wvithout~work, and
deeking full-time employnent.

2. Most spells of teenage unerrloyment are cuite short and most teenage

_Jobseckers have relctively little trouble in finding work. The bulk of

unenployment is experienced by a relatively s=zall grouv of teenagers with long

spells of unenployzent.

Short spells are characteristic of most out-of-school rale teensgers
who become unemployed. In October 1976, k5.5 percent of the unemployed in
this group had been unemployed for four weeks or less. The survey also found
that 16.2 percent of the unenmployed in this group ﬁad been unemployed for be-
tveen 5 and 8‘veeks. Only 10.7 percent of all the uner:ployed in the survey had
been unemployed for as long as 26 wveeks. Because those vho find work relati-
vely quickly are less likely to be counted in the distribution of unemp.oyed,

these riéures actually overstate the fraction of longer spells. 1In fact, con-

siderably more than one-half of all the teenage boys vﬁo become unemployed

are'no longer go within Just one month.l

The experiencé of young people during the summer also implies that
finding employment i= not difficult for most young people. Although detatled
data is not available by sex and the level of school attainment, the published
fdgures pernit us to trace the overall experience of teenagers of both sexes
Qn & month by month basis.2 In March 1976, 3.8 million 16 to 39 Year olds

vere in the full-time labor force. This rose to 7.0 million, J4 June, 8.3

<Clark and Sunmers report that 70 percent of spells end in one month; sonme of
these spells end with the teenagers leaving the labor force. See Kim Clark and
Lavrence Summers, 'The Dynamics of Youth Unenploynent ," NBER Working Paper, No.
274, 1979.

2these figures come from the 1977 Handbook of Labor Statisties (U.S.
Departzent of Labor 1978).




" March 1976 Current Population Survey.1 Table 2 reveals that in 1975 nearly
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nmillion in July and 7.5 million in August before dropping bick to approxira-

tely 4 million for the rest of the ycar. Of the 4.5 million extya entrants to

the-full-tise labor force between tarch end July, 4.0 million 05359 percent |
vereé vorking in July. Although the nu=ber of unemployed r;se between the
spring and summer, the unemployzent rate actually fell sharply from 22.6 per-
cent in March to 16.3 percent in July and 15.3 percent in‘August. It is clear
that this comparatively able group of teenage boys and girls had relatively
little difficulty finding work.

The labor marxet's abjlity to increase teenage employment by more than 100
perce?t between May and July is certainly remarkable. Employers c¢learly anti-
cipate a seasonal increase in the supply of. teenagers and organizelproduction
to take advantage of their availability. We are struck by the contras* be-
tveen this experience and the claim that much of the current high teenage
unerployment rate is due to the demographic shift that increased teenagers
fror T percent of the labor force in 1958 to 10 percent today. If production
can adjust so rapidly .. the seasonal shift in the demographic composition of
the labor force, it would be surprising if it could not adjust to the much
slover change in demography over the past two decades. This leads us to
believe that too mueh weight has generally been given to the demojraphic
explanation of the rising teenage unemployment rate.

While most teenagers have little problem with urfemployment, teenage
unémploynent is concentrated in a group that experiences long periods of
unemployment. Table 2 presents inforcation on the distribution. of

unemployment in 1975 based on the responses of the #dt<of-school group in the

“The March survey is used for these calculations because info-mation on
uUnemployment in the previous year is not collected in Cctober.

1!
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Table 2

Distribution of Population and Totel Unemployment
by Weeks Unenployed in the Previous Year

Weeks Unenployed Percent of Percent of Those Pecent of A1l

Last Year Population with Sone Unerployzent

Ur.eaployrient l in the Year
None 63.7 0.0 0.0
1-4 8.5 23.5 3.8
5-8 4.9 13.5 5.0
9-13 5.2 1LY 9.3
14-26 9.3 25.7 31.3
26+ 8.3 22.9 50.T

Source: Tabulations of the March 1976 Current Population Survey. All figures
refer to male teenagers whose major activity ip larch 19?6 was not classified as
attending school.
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twvo-thirds of these tcenagers experienced ro vnenployment at all., Another 13
’percent vere unemployed for a total of less than two months. Ofly one
teenager in twelve wvas out of work for a total of more than 26 weeks dufing
the year, but this high unenploynent group accounted for 52 percent of all the
veeks of uncmployrment anong these teenagers. Thus about half of all
unenploynent azong male out-of-school teenzagers in a year is concentrated in a
group of roughly 250,000 boys.

3. EE@Y,°f the teenagers wvho are out-of-school and out-of-work are not

officially classified as "unenployed." Most of this "out of the labor force"

group show relatively little interest in finding work. For many of them, there

is relatively little pressure or incentive to find work.

More then 45 percent of the out-of-school but not employed teenage boy;
are officially classified as out-of-the-ladbor-force rather than unemployed.1
This means they reported haring no worx-seeking activity during the previous
four weeks, including such things as asking friends or looking in the
nevspaper. The evidence that we present later in this section indicates that
only a relatively small proportion of these yourg men would really like to
vork., |

2 have shown that a substantial fraction of

Kim Clark and lLarry Surmers
2ll neasured spells of unemployment end with the individual leaving the labor
force. They argue that the distinction between youngsters vho are out of work

and seeking a Job and those who mre out of work but not seeking-employment is

Tan individual is classified as out of the labor force if he ig neither employed
nor secking work. The figures in Table 1 indicate that there vere 333,000
teenage boys who vers not in the labor force in October 1976. By coumparison
there ware 399,000 unenployed boys. The out-of-the-~labor-force group thus
accounted for rore than 45 percent of those who were out of school but not
vorking.

2Xim Clark and Lavrence Sumacrs, "The Dynanics of Youth Unerployement," NBER
Working Paper No. 2Tk, 1979.
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questionable and suggest further that nost persons witiiout work might be

. L
regarded as unemployed. According to this interpretation cur¥®nt unemployment
figures understate the nagnitude“of the problen. While we agrBe that the dis-
tinction btetween the unenployed.and those out of the labor force may be poorly
captured in the data, our evidence suggesis that the vast majority of those

out of the labor force cannot reasonadbly be classified as "gnemployéd" vith

its iéplication of active interest in finding work. Indeed it is quite
possible that current unemployrcent figures overstate the problen since many
unenployed nove frequently to the out of the labor rorce status where few
report & desire for work,

Our interpretation of this evidence reflgéts our conclusion that the young
men vho are out of the labor force are not "discouraged workers" vho have
stopped looking because they believe .no work is available. We have reached this
conclusion after analyzing the data about the out of the labor force group that
vas collected in the ifarch 1976 survey. These data are of two types+ (1)
questions about the individual's interest in vorking and beliefs about Job
availabilityl , end {2) evidence on the financial incentives and pressures to
seek work,

When the out-of-school teenagers vho had not done anything to look for

work during the past four weeks were asked, "Do you want a Job now?", only 37

percent answvered yes.2 Forty-six perceént said no and 17 percent said they did

1Tl';,ese Questions are asked only of a randon subsanple of the out-of-the-labor-
force group. Some of this information is available for March and not for
October.,

A
27he question in the CPS may be answered by one adult in the household for all
persons in the houschold. The questions about a teeniger are typically ansvered
by his mother although the Broup that is out-of-schecol and out-of-vork may bte
more likely than usual to be present at the interview.

2 TR
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not know.l

Anong the out-of-tle-labor-force group, only 3.5 percent s#id they ranted
cfaob but believed there vas no work, &nd 2.8 percent said that-the prospec-
tive caployers thought they were too young. Thus no rore than 21 pcfccnt of
those in the out of the laYor force group desire enploynent but believe that
search would not result in finding a job. 1Ia 63 percent of the cases, the
individnal Just did not vant a job. An additional 7.1 percent said they did
Lot look because they were attending school even though schosl was not given
as their major activiiy.

We believe that much of the high uneamployment and nonemployment rates enong the
out-of-school young nen reflect the lack of pressure or incentive to find work.
Although unemployrment issurance is relatively unimportant for thislage
group,2 the family acts as an alternative source of income when young people
are not vorking.3 More thar 87 percent of the unexployed in this group live
vith parents (80.5 perceat) or other relatives (7.0 percent). Only 7.5 per- '
cent live alone or with a family of their own. Among the group that is not in
the labor force, 97 percent live with parents (89.6 percent) or other relati-
IAlthough the sample of individuals wvho vere asked this question was so small
that these percentages cannot be regarded as precise estimates of the true per-
centages for all teenagers who vere out of the lador force, there are enough
observations to sssert that there is less than one chance in 10 of observing an
estioated "yes" response rate as low as 37 percent if the "true" fraction of
pétential "yes" responses is even 50 percent or higher. (Evidence for October
1976 further supports this conclusion since an even lower fraction of the out-
of-the-labor-force group expressed interest in vorking.)
2pata on the receipt of unemployment benefits were collected ig a special May
1976 survey. Oaly 10 percent of unemployed male teenagers not;in school
received unemployzent tenefits.
31t would be very interesting to have more data on the way in which a young

person's unenploynent affects his family's cash and in-kind gifts to him and his
expected contribution to the overall fanmily budret.




ves (7.4 percent), a While the uneaployed teenagers cone disproportionately
fnon lover 1ncoée fanilies, nearly two-thirds of the unenployed vere in fapmi-
lies vith incomes above $10,000 in 1976 and 22 percent were lanfamilies with
$ncones over $20, 000.

e TLe prodlen of unemployment and nonensloy-ent ig concentrated in a

group with little education. The unewnloywent and norerployreat rates in this

group drop sharply as they move into their early twenties. Nevertheless, the rates

remain very high among those wvho do not cozplete hizh school.,

Since unenmployment is concentrated in a group of teenagers with relatively
little schooling, it is vorth enphasizing that nearly 70 percent of 16 to 19
year old males are still in school. The out-of-school group whose unemployment
we are stulying therefore left school before two-thirds of those in their age
cohort. Moreover, for our out-of school group, unexployment rates are much
higher anong those who did not complete high school (12 years of education).
Table 3 shows that these school dropouts accounted for 5T.5 percent of the
uneaployed and 58.0 percent of the nonemployed. They had ap unenployment rate
of 28.2 percent and a nonemployment rate of 42.1 percent. The rates for
nonvhite dropouts were even higher.,

Table & compares the unemployment rates of teenagers with the unenploynment
rates of 20 to 24 year 0lds at cach level of education. Azmong those with less
ghtn 12 years of education, the unemployment rate drops from 0.282 to 0.175, =a
drop of 38 percent. The decreases for the two groups with more years of
schooling {s relatively smaller (a 20 percent decline for both. groups), but
the final unemployment rates are substantially lower. Among 20 to 24 year
olds, those who did not complete high school have* nearly tvice the

unenpioyment rate of those who did. Kote that the unenployment rate for ali

L




Table 3

Education and Unenmnloynent

Percentage

Pistridution of

Population | u.2
Labor ;orce 38.4
Unemployed 5T+5
- Noaemployad 58.0

Unenployrent Rates

Whites 264
Ronwhites A12
A1l .282

Ronenployrient Rates /s

Whites / .386
Nonvhites .618
a1l | ' 421

Source: Tabulations of the Octobey 1976 Current Population Survey.

_Le $s than
12 Years

Years of Schooiing

12 Years

53.56
56.9
Lo0.2

37.3

«105
396
133

171
«501

.208

More than
12 Years

5.1
b1
2.3

LT

+069
913
093

216
.196
<277

All

100.0
100.0
100.0

197.0

163
ko6

.189

2.9
ST
299

All figures

relate to tecenage bYoys who were not enrolled in school at the time of the survey.

o
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Tedle 4

Uaerployrent Pates by Aze and Fducation

Years of
Schooling Age Age and Race
Whites Nonvhites 1
16-19 20-24 16-19 20-24 16-19 20-24 |
’ {
Les:. than }
12 Years .282 175 .26k .151 412 .276 %
12 Years «133 .106 +105 .098 «396 .168
More than
12 Years +093 0Th +069 .063 +513 .184.
Al .189 «110 .163 «097 106 207 :

Source: Tabulations of the October 1976 Current Population Survey, A1l figures
relate to mles vho vere not enrolled in school at the time of the survey,




-all out-of-school male teenagers from 19 percent to 16 percent.
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20 to 2% year olds (0.110) is actuvally 42 percent lo;cr than the tecnage rate,
reflecting the change in the nix of the labor force to those vith more educa-
tign and lover unenmploynent rates as well as the decline in raléx vithin cach
dembzraphic group.

A sinilar pattern is seen for each race group. Among those with less
than 12 years of educafion, the vhite unenployment rate drops by 43 percent 7
and the nonvhite unc:ployment rate drops by 33 percent. For the groups with
more education, the gains are relatively greater for nonwhites but the sample
is too small to regard these diflerences as statistically significant.

Table 5 presents comparable figures for nonemploywent. It will again be
seen that the rates for the lowest education group improve substantially with
time but still reuain quite high. Once again, the total rate declines by rore
than the decline at each education level because tSe out-of-school population

changes to include a higher fraction of young men with nmore education.

Although these two tables show that there is a substantial improvement in the

condition of the lov education teenagers as they age, the figures should also
serve as a varning that the problem of high unemployment and nonemployment
among the lov education group does not fully correct itself as these problem
teenagers get older,

5. Nonvhites have considerably higher ratéé ?ngﬁemployment and nonenmployment

than whites do. However, since nonvhites sre a relatively small fraction of

thd teenage population, they account fcr only a small portion of unemployment
- -

and non employment. Lowering the unenployment rate of the nonvhite group to
2,

the rate of the vhite group vould elirinate less than (0,000 ufrenployed

teenagers in the vhole country and would only lover the unemployment rate for
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Table S

Nonerployment Pates by Are and Education

Years of
Schooling Age Age and Race
¥hites Rornvhites

16-19 20-24 16-19 20-24 16-19 20-24
Less than
12 Years 421 264 .386 .215 .618 436
12 Years .208 47 171 .129 .501 .286
More than
12 Years 277 2112 .216 +101 <796 .235
All .299 162 .259 .137 .ST1 .330

Source: Tabulations of the October 1976 Current Population Survey. All figures
relate to males vho were not enrolled in school at the time of the survey.,

Wi st e - on
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Nonvhite teenugers suffer very high rates of unemployment and non-
employment. Forty percent vere unenployed in Octoder 1976; neazly 60 pzrcent
vere without wvork. While these figures clearly shov a serious enploymcnt
problen for nonwhite tecnagers, it should be resembered that since the bdul: of
teenagers are white, the Bulk of the out-of-school tzenage unemployed arc alss
white.

Table 6 sunnarizes the racial composition of unemploywent and none=ploysuzent
among out-of-school rale teenagers. Since nonwhites constitute only 12.7 per-
cent of the 2.45 million boys in this group, they account for only a srall frac-
tion of the overall uneaployment and noner:ploynent despite their relatively high
unenployment and roneiplorment rates. In October 1976, whites represented 77
percent of the unermployed, 76 percent of the not ecployed and 7% percent of
those not in the labor fo.,ce. Even anong those out of work for 23 weeks or
zore, vhites accounted for 77 perzent.

By using the March 1976 survey, it {s possible to obtain additional infor-
pation on the relative magnitudes of white and nonvhite unemployment. (This
requires using the "mzjor activity" criteria of classifying an individual's
"school" status; this decreases the in school population and raises the share
of vhites in the unenployed from 77 percent to 81 percent.) The March survey
figures indicate that whites accounted for 79 percent of those who experienced
at least 26 weeks of unemployment‘in 1979 and 80 percent of the veeks of
ungmployr=nt in that year. The March survey also provides evidénce on
Unemployment in the central cities of Standard Metropolitan Statistical Areas.
Because nonwhites constituted 24.3 perceal of the male teenage out-cf-school
labor force in the central cities of Standard Metropolitan Statistical Areas (in

Conparison to 24.2 percent nationally), they accounted for a larger share of
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Table 6

White and Nonwhite Out-of-Schoolale Tcenazers

Number of Persons

White

Unenployed* 307,214
Not Employed®* 553,382
Not in Labor**
* Force 246,168
Long Tern

, Unemployed

(more than 13

veeks in the

current spell) 81,619

Source:

: Tabulations of the Octobder
relate to teenage boys who vere not

Norwhite White
91,491 17.1
178,299 75.6
86,808 3.9
23,973 17.3

* Rate as a percent of labor force.

ke Rate as a percent of population.

Proportion of Perscas Unenployment and

Nonenployment Rates

Nonwvhite White Nonwhite
22.9 .163% k06
L.} 250%8 »57T1
26.1 C115%% .278
22.7 R/A N/A

1976 Current Population ‘Survey. All figures
enrolled in school at the time of the survey,

ti)




total uncnployment in central cities. But even there, nonvhites represented
only 36 pcrcent of the uncaployed. Whites accounted for 64 percent of the
upenploynent in the central cities and 84 percent outside the S:3A's.l wven among

families with incomes of less than $10,000, vhites accounted for 70 percent of

the uncrployment nationally and 50 percent in central cities.. The stereotyped

image of an unemployed teenager as a bdlack central city resident corresponds to
less than 15 percent of the unemployed.

The figures in Table 6 imply that reducing the nonwhite unenploynent rate
from 40.6 percent to the 16.2 percent that prevailed among whites would cut
nonvhite unerployzent from 91,491 to 36,732, a reduction of 54,759.. This
accounts ror only 13.4 nercent of the totz]l of 408,705 unemployed rale out-of-
school teenagers. Reducing the nonwhite unenployment rate to the white mate
wvould therefore .only lowver the total uneaployment rate from 18.9 percent to
16.3.

Again, ve want to stress that we are not nininizing the importance of the
high rates of unemployment and nonenploynment among the nonwhite teenagers. With
57 percent not employed, there is clearly a serious employnent problem anong
nonwhite out-of-school teenagers. It is important, however, to recognize that
the vast majority of employed and nonezployed teenagers are vhite. Reducing the
uncmployment rate of nonvhite teenagers to the corresponding rate for whites

would eliminate less than 15 percent of all the current unemployment among

teenage boys vho are not in school. *

6. Approximately half of the difference between the unezploynent rates of

vhite and nonvhites can be accounted for by other demographic and economic

differences. Armong the very lov incone householdz, the unemployrment rates of

TKnong the 370,273 unemployed whites, 97,701 lived in central cities of SM3A's,
For norwhites, the corres;onding figures are 88,964 and 55,181.

01
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vhites and nonvhites are similer. Rising fanily inconme appears to be associated

with a much greater fall in the unenploy=zent rate for whites than for ronvwhites.

We have exanined how unemployaent rates differ within each race by
schooling, family income, and age. More specifically, wve have divided the
population into 48 non-overlapping gioups based on all Interactions a-ong
these three factors. Thus, one group contains only those 17 year olds vith
exactly 12 years of schociing who live in a fanily vhose income (excluding
that of the teenagers) is between $10,000 and $20,000. Each group is further
divided into wvhites aud nonvhites, and the unenployment rate is calculated for
eaéh subgroup. On the basis of this detailed information, ve can calculate how

much of the white-nonvhite difference in unemployazent rates is due to differences

betveen the rates in each of the 48 demographic grcups and how mnch is due

to differences in the demographic composition of the white and nonvhite sroups.1

The results are sunmarized in the first two coluans of Table T.

The actual unenployzent rate for vhite, meale teenage boys who are out of
school is 16.3 percent; the corresponding rate for nonvhites is 40.6 percent. If
nonvhites had the same denographic composition as whites but retained their
annual unemployment rates in each demographic group, their overall unenploynent

rate would fall from 40.6 percent to 27.9 percent. This is shown in Table T as

_the unemplojment rate based on "white weights and nonvhite rates." These
‘figures 1mply that the difference in the denographic composition of the two race
"group accounts for 12.7 percentage points of the 2h.3 percentage point dif-

ference in the overall unemployment rates, i.e. for more thaft 50 percent of the

difference begyeen the races.

f TAlthough the nunmber of observations in each of the 48 cells is small, the
standard error of the mean depends essentially on the total nunter of obser-
vations. Sinilar results are obtained with the data for the March Survey.

-
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Table T

Denozraphically Adjusted Unernloyment end ﬂongnnloymgnt Rates
of Whites anz Nenvwhitcs -

Upermployment Rates. ﬁﬁonemployucnt Pates

White Nonwhite White Nonwhite

Weights Weights , HWeights Veights
White .163 210 «259 «325
Honwhite 279 .4o6 69 5T

Source: Tabulations of the October 1976 Curreat Population Survey. All figures
refer to out-of-school rale teenagers. '
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Totie T also shovs the implicatiors of raversing this procedure and calcu-
lating the unemployment rate that whites would have if they reéfained their
artual unerployment rate in each demographic group but had thésuze demographic
cdnmposition as the nonwhites. With the non<hite demographic weights, the vhite
unerzployuent rate would rise from 16.3 percent to 21.0 percent, an increase of
L.7 percentage points or only about 20 percent of the ¢ifference between the
observed unemployment rates.

Sipilar calculations for nonemployazent rates are also presented in Table 7.
The first type of adjustrment, {.e., usiig the vhite dcographic corposition,
results in a decrease in thé nunwhite nonerployment rate from 31.2 percentage
points to 21.0 percentage points, a reduction of 33 percent. Similarly,
applying nonwhite veights to white unerployzent rates raises the white
nonenmploycent rate from 25.9 percent to 32.5 percent, and accounts for only 21
percent of the race difference in nonemgloyment rates.

In short, a limited set of denmographic factors can acecount for a substan-
tial part of the racial difference in unemployment rates and a snaller part of
the difference in nonemployment rates. Changing the demographic veights is more
important for the nonwhite population than for whites.

We have extended our analysis of the relationship between race end
unemployment by exanmining the unemployment rates of vhite and nonvhite teenagers
4n families at different income levels.l Tvo interesting conclusions exerge
fron this analysis. First, among low income fazilies there is.relatively little
difference in the unemployment rates of whites end nonwhites. More precisely,
in families with incones below $10,000 (excluding any income of the tecnager)

white out-of-school boys had an unemployment rate of 0.26 while nonvhites had a

dwe use the iarch 1976 survey to obtain more detailed income inforcation.
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rate of 0.30.' Similarly, the nonemployment rates .for whites wag 0.39 while that
fof nonwhites was 0.45. 7 .

= Our sccond finding is that rising fanmily income appears to be associated
vith a much greater fall in unemploy=cnt rates for whites than for nonvhites.
Among white teenz2zers, .the unemployzent rate drops from 0.25 in families with
_ incones Below $10,000 to 0.14 in fanilies vith incomes of $10,000 to $2Q,000.
The .nonvhites shov no decline at all; the unemployment rate actually rises
slightly from 0.30 to 0.33. The same lack of improvement with income is seen
in the nonenployment rates of nonvhites; while the wvhite nonenploynent rate
&;ops from 0.39 to 0.22, the nonvhite rate rises fron O.hS‘to 0.54. Only when
fanily incomes rise to wuore than $20,000 does the experience of whites and
nonvhites becone sinilar. The unexployment rates for this income group are 0.26
and 0.18 for whites and nonwhites respectively while the corresponding
nonemploynent rates are 0.24 and 0,25.

The poor employment of middle incore nonvhites remains a puzzle to us. Our
sample is too small to pursue this by further disaggregation but wve believe that
much could be learned by pooling samples in order to explore whether this
apparent d;}ference'between niddle inconme whites and nonvhites was just due to

chance in our sample and, if not, whether 1% can be explained by such thinss

as location or education.

T: _Conclusion.

A It is our conclusicn tnat unexployzent is not a serious prodblea for the
vast majJority of teenage boys. School {s the predominani acti®ity of the young.
For many of the out of sechool but not employed group, the data provide evidence
of veak labor force attachment and little inzentive or pressure to find work.

Most youngsters who do seek work remrin urienployed only a short time.

€5




Nonvhites suffer disproportionately high unenployment rates, but whites
still represent the vast majority of unemplofed young people. ?ﬂearly half of
the differences in white and nonvhite unemployment rates are attributable to
derographic differences in age, schooling, and faaily incone. Unemploynent
rates of whites and nonvhites appear to be ruch more similar at the high and
low ends cf the incone distributio; than in the middle. The mystery is the
niddle class nonvhite teenagers who suffer far more unenploynent than their
vhite counterparts. . ,

There is a szmall group of relatively poorly educated young men for whom
teenage ureaploynent is a serious problem. Hign school dropouts suffe- over
half of‘the teenage unenployment and these persons show only a slow impro.erxent
as they reach their tventies.

~ Ia considering these findings, it should be borne in mind that the
results reportcd in this paper are dbased on sa;ples for 1676 only. As we
noted above, ve have repeated the analysis by examining data from 1975 and
1977 and found quite sinmilar results. It would nevertheless be useful to
extend these calcuvlaticns to other years in whieh econonic conditions were
substantially different from 1975 through 1977.

This papcr is not the place to discuss the implications of our evidence
for appropriate policies to deal with youth uremployment. It is appropriate
fovever to conclude vwith a few words of caution. Since we have emphasized that
fhe real problem of teenage uqup}gynenE {F iyrrently concentmted ;n the rela-_
tively small grou» that expéricnces 10&3 p;riods of.unenploymépt, it may be |
tempting to believe that the problen could be solved by a program of targeted
Job creation. The 250,C00 boys with long periods of unemployment who currently

account for more than half of the yeer's unemployment among out-of-school

€6
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teenage boys could in principle be hired for a cost of $3 billion even if they
vere paid more than twice the rinimum wage. The primary dangcg&in such an
dﬁpro;ch is that the provision of reclatively attractive public®Rector. jobs
could induce a very much larger number of boys to seek such positions. This
could detour many»of those who have little or no problen with unemployment
avay from rore productlvc Jobs or from additional schooling. The challenge to
public policy is thus to create oppqrtunities for enployzment and oan-the-job
training for those who would otheruwise experience long periods of

nonenploynent without providing adverse incentives to the vast majority of

i young people.1

—

I{Sce the discussion of such policfes in Martin Feldstein, "Lowering the

Perranent Rate Of Unermployment,” Joint Econonic Comnmittee, U.S. Congress
{Coverauent Printing Of{ice: Yashington, 1973) and Martin Feldstein, "Economics of
the New Uncrmployment,”" The Public Interest, 1973.
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Tedble A-1

B
Belected Sanple Sizes of Males
Not Enrolled in School - October 1976
16-19 20-24
October : White Non-White Write Yon-White
s, A1l education levels
Population 1250 201 3460 L61
Labdor force 1166 15h 3305 396
Under 12 years education
.. Population 507 97 654 166
Labor force P ) S 68 604 . 132

12 years education
Population 680
Labor force . 632

Over 12Ayeérs education

" Population ' 63
Labor force - 93
8
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= Table A-2

Table of Standard Errore for Probabilities

Estimated Probability of Rate

Sanple Size .1 or .9 +2 or .8 3 or .7 A or .6 5 or .5
10 «10 o13 15 .16 17
25 T .06 .08 .09 .10 .10
50 .0k .06 .07 .07 .07
© 100 .03 .010 .05 .05 .05
- 250 02 - «03 .03 .03 .03
A 500 001 002 002 002 002
1000 .01 .01 01 .01 .01

£9
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The Youth Labor Market Problem In the
United Statss, An Oyerview
Richard B. Freeman
J. L. Medoff*

The unemployed young person has replaced the unemployed breadwinner as
the focus of much concern about joblessness in the United States and other
courtries. In part, the upsurge of interest reflects the major demographic
development of the 1960's and 1970's -- the increased proportion of young
persons in the population -- which has raised the youth share of the unemployed.
In part also, it reflects an upward trend in rates of joblessness among some
groups of young persons, notably blacks, relative to the population as a whole.

Considerable social concern has also been expressed about the correlates of

youth joblessness -- crime, drug abuse, suicide, and illegitimate births —-
and about potential longterm consequences in the form of a 'lost generation'
of young workers., What are the quantitative dimensions of the youth jobless-
ness problem in the United States? quwhat ways 1s youth unemployment similar
or dissimilar to adult unemployment? How concentrated is the problem among
minorities? To what extent is the lack of employment associated with other
major social problems? What questions and topics must be addressed 1f we are
to understand the nature of the youth labor market problem?

This paper addresses these questions with quantitative data from various
national sources. It presents an overview of the nature of the youth labor
-market problem in the U.S., sets out the principal petterns in the data, and
develops the questi ns to which they give rise. Section I focuses on job
market phenomena, as depicted in Current Population Survey (CPS) and related
data. It shows that the problem of high and increasing joblessness is
concentrated among'black youth and the less educated and is intimately associated
with movements into and out of the lab.r force and that the youth market

problem nas Qage as w'l as employment dimensions.

*We have benefitted from the research assistance of Wayne Gray,
Elizabeth Philipp, Martin Van Derrborgh, David Mandelbaum,
Alison Hopfield and Ana Preston

()
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Section II turns to associated social problems, which place youth un-
employment at‘thekcenter of major national socioeconomic problems:

crime, the family)structure, illegitimate births, and so on. Regardless of

how one views the job market difficulties 6f the young, the interrelation
between employment problems and other social ills clearly merits serious atten-
tion, Section IIT considers briefly the reseairch questions to which the quanti-

tative analysis directs attention.

I. Quantitative Dimensions of Job Market Problems:
Current Population Survev Evidence

There are several alternative ways in which to measure the labor market
position of young workers: through indicators of the amowunt of labor, the type
$ of jobs held, rates of pay, and so on. Each of the measures has both advantages
and disadvantages for analysis, highlighting some aspects of the position of the
young at the expeuse of others. The most widely used indicator, the rate of
unemployment, provides a measure of the divergence between supply and demand at
a point in time but has the disadvantage of being highly dependent on the self—’
reported job search of persons. Labor participation rates offer evidence on the
available supply of labor but suffer from the same problem. Because the young
move into and out of the work force more frequently than many nther g:oups,
the distinction between being unemploygd and in the labor force or being out
of the labor force is tenuousj)making tgese rates potentially misleading indi-
cators of the position of the young. The ratio of employment to population is a

Yharder" statistic as it reflects "otjective" numbers: employment can be measured with

establishment as well as household survey data. The disadvantage of the employ-

ment/population raie is that it can vary for reasons that have little to do
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with labor market "problems." With respect to other indicators, measures of
the wages and type of job held by young persons are not as easy to interpret
as the comparable measures for older workers due to the fact that the young
. seek employment for different reasons: to obtain short-term cash or for
longer run career purposes. To the extent that wages on jobs that offer good
futuré prospects are lower than those on other jobs, the usual measure of
the value of employment, wages, can be misleading. For some purposes at least,
it is important to obtain information on several characteristics of youth
Jobs, such as their permanent Pr temporary status, whether they have a
"future," the extent of learning involved, as well as wage rates.

The various indicators of the POsiiion o the young in the market are,
it should be stressed, interrelated. Decreases in the wages of the young are
likely to increase employment; increased participation due to exogenous supply
shifts will lower wages; and so forth. For this reasor and because of the
wultifaceted nature of the employment relation, a variety of indicators of the
youth labor market are examined in this section. The amount of labor is mea-
sured with the rate of unemployment, labor participation, weeks worked, and
the employment to population ratio, with particular attention given the latter
two statistics. Characteristics of Jobs are measured by the broad industry
and occupation of workers, which are associated with diverse employment charac-

teristics, and by wages. -

3

In addition to diffcrent indicators of labor marke: position, there are

also several different surveys of persons whicl. provide information on the
young. The most widely used survey is the Current [opulation Survey of

tne U.S. Bureau of the Census, which obtains infcrmation by a random sample
of over 50,000 households. Two other surveys which provide information on
young workers are the National Longitudinal furvey of Young Men fNLS) and

the National Longitudinal Survey of the High School Class of 1972 (NLS72).

72
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These surveys follow individuals over time, whereas the CPS is primarily
a cross-sectional survey. In tnis section we examine the picture of the
youth labor market given by CPS data, leaving to section II the important
igssue o” differences in statistics among the surveys.

5

Amount of Labor

Young workers have traditionally had higher rates of unemployment,
lower rates of labor force participation, and lower employment/population
ratios than other workers. While some of these differences reflect enrollment
in school, even out of school youth have long exhibited lower rates of work.
Figure 1 graphs the pattern of utilization rates over the post-war period
for young men and young women and for young men not enrolled in school aged
16-17, 18-19, and 20-24 and gives the rates for youths predicted by
regressions of their rates on those of 'pr ime age men," aged;35-44.

Deviations between the actual and predicted rates provide so&e indication
of changes in traditiomal youth utilization patterns.

The figure highlights two important aspects of the young male employment
problem {n the United States. First, with respect to rates ofP;nemployment,
the pattern of residuals from the regressions reveals a distinct upward trend
in youth rates relative to adult rates, particularly in the 1970's. Among
16-17 year ,1d men, for examdie, actual rates of unemployment average about
3 percentage points above predicted in the 1970's compared to over 3-4
percentage points below predicted in the 1950's. Addition of a simple time
trend to the regression of the rate of unemployment of the young on the rate
of unemployment of older men.yields the following estimated trend coefficients

and standard errors (in parentheses):

C‘
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Male Female
16-17 .31 (.02) .34 (.03)
18-19 .17 (.02) .32 (.02)
20-24 .10 (.02) .18 (.01)

Second, however, in contrast to the clear picture of change in unemploy-
ment rates, the figure tells a more mixed and umeven story about trends in
participation and employment ratios. Among all young men (panel A) the

participation of 16-17 and 18-19 year olds drops in the 1960's but rises in the

1970's, while the participation rate of 20-24 year olds varies only modestly through-

out the perind, giving an overall picture of stability in participation.

Similarly, the employment/population ratios show increased rather than

reduced labor market activity in the 1970's, following reductions in the
1960's, which runs counter to the picture of marked deterioration found

in the unemployment data. The cituation for out-of-school young men, on the
other hand, shows a more definite pattern of deterioration, with participation
and employment ratios trending downward and falling below the predicted

ratios for much of the late 1960's and the 1970's. As far as can be told

from these graphs, utilization of all young men did not worsen.

markedly in the 1970's while that of the out-of-school group did.

The measures ¢f the labor market position of women in panel C of the .-
table show greater divergences between unemployment rates and participation
and employment rates. Unemployment rises absolutely and compared to tie rate
predicted from the regression on the unemployment rate of prime age men,
Employmerntt and participation ratios, however, also rise, absolutely, and
relative to the male rates, implying more rather than less utilization of
teenage and young women workers.

In sum, while the rate of unemployment among the young shows a

deterioration relative t. older male workers, the employment ratios and




f Figure 1: Utilization of Young Persors and Deviations of Utilization from Predicted Levels: Panel A - - ALL MALES
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participation ratios tel; a different stot&, particularly for women.
‘Overall, the data raise doubts about the existence of "job crisis" for

all young workers.

Black Youth Joblessness

The absence of a definite deterioration in the employment of all
young workers does not, however, mean that there is no youth employment
crisis, but rather that the problem is more localized. Data on the employment,
unemployment, and labor force of young workers by race from the Current
Population Survey show a striking deterioration in the utilization of
young blacks, which can be viewed as the essence of the youth employment problem

1 A
in the U.S. This claim is documented by the evidence on the overall magnitud

of employment and joblessness among black and other and white youth from ti e
early 1950's to the 1970's given 1in table 1. First, the employment to popula-
tion ratios given in 1line 1 for young men show a marked drop for blacks compared
to the rough stability for whites. Among 16-17 and 18-19 year old black men,.
the ratios drop sharply from 1954 te 1964, stabilize in the late 1960's, and
then drop sharply in the 1970'5 recession. Among 20-24 year old black men,
the ratios hold steady until the 1970's, but then drop noticeably.
Regressions linking the black employment ratios to those for comparably aged
vhites and a time trend make clear the extent of deterioration, The trend
coefficients and standard errors (in parentheses) are: ~.94 {,04), -.96 (.08),
and -.25 (.11), for 16-17, 18-19, and 20-24 year olds, respectively, As a
result of the downward trend in utilization, the ratio of black to white employ~-
ment rates drops from rough equality with those of whites {n the early 1950's to
43 (16~17 year olds), .57 (18-12 year olds) and .76 (20—24\yeér olds) by 1977,
The decline in the employment rate of young black men has two components:

4 marked rise in the fraction out of the labor force (1ine 2), which contrasts

7))
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Table 1

Dimensions of the Minority Black and Other Youth Employment Problem

Percent with Job
Age: 16-17
18-19
20-24
Percent in Labor Force
Age: 16-17
18-19
20-24 i

. Percent of Labor

Force Unemployed

Age: 16-17
18-19
20-24

. Percent Without

Work Experience
Age: 16-19
20-24

. Percent with Job

16-17
18-19
20-24

Age:

~

Black and Other Male

1954

19.8
29.6
43.1

1964 1969
27.6 28.4
51.8 .« 51.1
78.1 77.3
37.3 37.7
67.2 63.2
89.4 84 .4
26.0 24.9
22.9 19.2
12.6 8.4
(b) 32.7
9.7 12.8

Black and Other Female

12.4 16.8
32.9 33.7
43.8 51.6

White Male
1954 1964 1969
40.6 36.5 42.7
61.3 57.7 61.0
77.9 79.3 78.8
47.1 43.5 48.8
70.4 66.6 66.3
86 .4 85.7 82.6
13.9 16.1 12.5
12.9 13.3 7.9
9.9 7.4 4.6
(b) 24.5
7.2 9.8
White Female
25.8 23.6 30.3
47.2 43.1 49.1
41.6 45.3 53.3




Table 1 continued. .

Black and Other Female White Female .
1954 1964 1969 1977 1954 19¢ ., 1969 1977
6. Percent iz Labor Force
Age: 16-17 24,5 19.5 24.4 22.6 29.3 28.5 35.2 45.8
18-19 37.7 46.5 45.4% 44.8 52.1 49.6 54.6. 63.3
20=-24 49.6 53.6 58.6 59.4 44 .4 48.8 56.4 67.7
7. Pexcent of Labor
’ Force Unemployed . o
Age: 16-17 19.1 36.5 31.2 44.7 12.0 17.1 13.8 18.2
18-19 21.6 29.2 25.7 37.4 9.4 13.2 10.0 14.2
© 20-24 . 13.2 18.3 12.0 23.6 - B4 7.1 9.3
8. Percent Without
Work Experience
Age: 16-19 ®)  60.0 68.7223 ® a7 36,408
20-24 34.2 30.3 39.8 3.4 25.9 21.5
(a)

Datum is for .1976.

(b)In 1964 49, 61 of NW males, 41.0% of white males, 63.5Z2 of NW femalea, and 56.1% of white females aged
" 14-.9 had no work experience.

Sources: Lines 1, 2, and 3, 5, 6, 7, are based on figures from U.S. Department of Labor, Employment and
Training Report of the President, 1978, Tables A-3, and A-14 (pp. 183-185 and pp. 202-204)

Liness 4 and 8 are baaed on figures from U.S. Department of Labor, Special Labor Force Rep-:ts
Work Frr-erience of the Population: 1976 (Table B-8, p. 20), 1969 (Table A-8, p. A-15),
1964 (rabie A-8, p. A-11),

BLS Bulletins; the percentages for later years exclude those vounger than 16.
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vith stable fractions for young whites; and an increase in the fraction in

the labor force lacking jobs (line 2), which also occurs among wvhites. The
relative importance of the two adverse developments can be gaged by decomposing
the identity that links the employmé;t (E) to population (P) ratio to the labor

force (L) and to unemplcyment (U = L-E):
1) E/P = (L/P)(1-U/L)
or in log differential form:
(2) dln E/P = dln L/P + dln (1-U/L)

For the period 1954-1977, equation (2) yields the following de:omposition of
the secular change in the employment to population ratio for young black men

in the three &age groups:

16-17 18-19 20-24
Alﬁ.E/? -.76 -.59 -.22
Aln L/P ~-.42 -.30 -.15
Aln (1-U/L) ~-.34 -.29 -.67

The drop in labor participation is, by these statistics, as or more important in
the falling employment ratio than is the increased rate of unemployment.
This implies that changes in unemployment rates understate the exteat ~f the

unemployment problem facing young blacks and that the behavior of ncnpartici-

pants is critical to understanding the black youth employment problen.

Line 4 of Table 1 examines the lack of employment among blacks from a different

perspective: in terms of the fraction of young persons who obtain no work exper-
ience over a year. In contrasc to the employment, labor force, and uncmployment

figures, which are based on monthly surveys of activity during a week, these
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figures are ohtained from a retrospective question (on the March CPS) regarding
activity over an éntire year. What stands out 1s the marked increase in the
proportion of blacks without work for a whole year: from 10 percent of 20-24
year old blacks in 1964 to 21 percent in 1976, which contrasts to the rough
stability in the proportion of white men aged 20-24 without work expe;ience.
Lines 5-8 present comparable figures for black and white women. While
the employment to population and labor participation raFes of young black women
do not trend downward 1in absolute terms, they drop sharply relative to the rates
for white women. 1In 1954, the ratio of black to white female employment rates
were .77 for 16-17 year olds, .63 for 18-19 year olds, and 1.04 for 20-24 year

olds. By 1977, the increased employment of white women brought the ratios down

to .45, .52, and .74, respectively.
The marked deterioration in the relative employment of young black
workers shown in Table 1 constitutes one of the major puzzles about the

youth labor market in the United States and thus one of the prime questions

for research: _Why has the utilization of young black workers declined

relative to that of young white workers?

The striking difference in the labor force participation of 16-24 year
old blacks and whites in the 1970's, which accounte for much of the differ-
ence in employment/population ratios, is examined further in Table 2, which

gives the percentage distribution of bla k and white young persons by various

exclusive libor market categories in 1974-1975. Three basic differences
between blacks and whites stand out in *the table. First is the sizeable dif-
ferential in the proportion of young persons working. In each age group the
proportion of whites votking exceeds that of blacks by upwards of 25 percentage
points. From May 1974 to May 1975, when the economy entered a sizeable reces-
sion, the differentials increase noticeably for 18-19 and 20-24 year olds.

Second 1s the extent to which the differentialg are associated with differences
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In 1974, 82

in the fraction not in the labor force, as opposed to unemployed.
”~

percent of the 25.2 percentage point gap in the fraction working among 16-17

year olds is due to the fraction not in rhe work force; 85 percent of the 20.9

point gap among 18-19 year olds and 4.6 percent of the 9.0 gap among 20-24 year

oldsare al- o associated with persons not in the labor force. The posoibility

that the labor force participation differences between young blacks and whites

are due to differential propensities to enroll in school is, it should be

stressed, rejected by the data. As can be seen in columns 7 and 8 o” Table 2,

even larger differences are found between blacks and whites out of school
than are found in the overall -population.

The differential patterns and trends in the employment of young blacks

and whites are examined further in table 3, which treats the employment, labor

force, and unemployment rates of out-of-school high school graduates and drop-

outs. Lines 1 and 2 deal with all 16-24 year old male high school graduates

or dropouts while lines 3 and 4 treat males and females who either graduated

or dropped out in the given year. The figures in lines 1 and 2 show thaet the

percentage of black male highéschool graduates or dropouts with jobs 1is much

below the percentages for comparable young white men and that the differentials

grew sharply from 1964 to 1976, particularly in the 1970's, when black labor

participation rates fell and unemployment rates rose. Lines 3 and &4 tell a

gimilar story for persons in the relevant graduating class or dropout popula-

The thagnitudes of some of the differences in 1976 are rerarkable, to

tion.

say the least. According to the CPS survey, only 39 percent of black high

school grsduates in the class of 1976 who were not enrolled in college were

employed in October 1976 compared to 73 percent of their vhite peers; the

black participation rate vas 15 points below that for whites and the unemploy-~

ment rate three times as high. Among dropouts only 22 percent of black youth

compared to 49 percent of white youth were vmployed, with a 17 point difference

in participation rates and twofold differential in unenployment rates.

st
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Table 2: Percentage Distribution of Black and White Young Persons

by Labor Market Status:

All Young Persons

May 1973, 1974, and 19752

Out of Schcol
Young-Parso-s

or 1-"wor Mt waa a0 .

sta. a new job.

¢) Includes job losers, yab quittere, « oo

Lenporary work.

d) Includes people who alrerdy hnve

O teapordiy 1ljuess,

e

AR

ve who 2ofL gehonl and those vanting

. ind thosze unavailable because of schorl

2 dnaclinite Jayolf or abooy to

May 1973 May 1974 May 1975 ey 197
Age and Status Black  White Black _ White Black White Black White
16-17 ' i
Working 14.5 379 13.2 38.4 11.9 36.1 34.1 66.8
Not Working 85.6 621 £56.8 61.6 82.1 63.9 65.9 33.2
With Jobs® 0.8 13 6.3 1.3 1.2 1.7 0.0 2.1
Without Jcbs 84.7 608 86.6 60.3 86.9 62.2 65.9 31.1
Have Looked 13.6 11.4 16.6 11.0 17.0 1.0 22.3 8.4
Available 8.5 6.6 9.5 6.2 9.6 8.0 19.4 7.5
for Work
and Looking €
Not Lookinz 0.2 0.5 0.6 0.3 0.1 0.4 1.3 0.4
Actively
Mot Available 3.9 4.2 6.6 4.6 7.2 5.6 1.6 0.4
for Work d
Not in Labor Force 71.1 49.5 69.9 49.3 69.9 48.2 43.6 22.7
18-19 : :
Working 32.7 54 .8 34.7 55.6 26.8 53.3  48.6 70.1
Not Werking 67.3 45.2 65.3 44 .4 73.2 46.7 9.4 29.9
Wwith Jobsd 1.6 2.3 1.5 2.6 2.9 3.6 2.6 2.8
Without Jobs 65.7 42.9 63.7 41.8 71.2 43.1  48.7 27.1
Have Looked 16.7 10.4 15.1 10.9 22.1 14.1 16.5 9.2
Available 11.1 5.9 13.1 0 17.4 9.6 15.8 8.5
for Work 4
and Looking © .
Not Looking 0.2 0.2 0.3 0.2 0.7 0.3 2.5 0.2
Actively
Kot Available 5.2 4.3 1.6 3.7 3.9 4.2 0.3 0.5
for ¥Work
Not in Labor Force 49.0 .6 48.7 .9 49.1 29.0 32.3 17.8
20-24
Working 54.8 £5.0 57.0 6.0 47.6 62.9 62.0 72.2
Kot Working 45.2 35.0 43.0 34.0 52.4 37.1 35.0 27.8
With Jobs 2.8 2.8 3.3 3.5 4.3 4.9 3.5 3.5
Withnout Jobs 42.3 32.2 39.7 30.5 48.1 32.2 34.4 24.3
Have Looked 12.3 6.2 11.3 6.3 17.4 9.2 11.0 5.0
Available 10.8 4.4 9.7 4.5 16.1 1.3 9.6 4.4
for Work
and Locking © -
Not wLooking 0.3 0.1 0.9 0.2 0.7 0.3 1.0 0.4
Actively
Not Available 1.2 1.7 0.8 1.5 0.7 1.6 0.4 0.2
for Wory ¢ '
Not in Labor Ferce 30,0 26.0 8.4 24.3 30.7 23.0 23.4 19.2
a). Basedon weighted counts with tre avp.oprizie Courrent Population Surveys.
b) Includes employed worlevs net e -1 - egavae of il. ss, vacation, bad veailor,
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. All zale axjn arsal

gra::ates 20t eatolled

13 college 16-248

s. Perieat with a job

». Perceat in lador force

¢, Parcect of labor force
cneaployed

. Male Righ school dropouts

16-2.2
s. Perzeat with & jobb
y, Perceat 1ia labor feorce
¢. Perceat of lador force
uaesplored

. Male azd fexale high schocl

grai.ates in treported year

a3t eatvolled in college

e. Perceac vita a job

b. Perieat 1a lador force

¢. Pezctat of 1ador force
ucezployed

. Male i1ad fezale school

dropilts
a, Perzeat vith a job
b. Pez:eat ia ladbor force
c. Perzent 2f lavor force
uzezplo.ed

Table

3}acks and Ocher Races __Whices
1964 1969 1976 1960 1964 1969 1976
15.8 81.6 67.3 86.5 8.1 87.0
9.3 91.5 86.1 9.9 93.8 95.4
1.8 1.3 22.0 8.9 6.0 8.9
6.3 12.7 50.4 76.1 n.? n.al
85.8 83.0 73.6 8.1 83.7 88.5
1.1 12.4 ns 13.6 10.8 1.7
52.3 50.0 3.0 67.0 64.6 13.4 72.9
s1.1 72.6 70.3 7.0 7.5 80.2 85.9
k.6 3.2 445 130 16.7 8.5 13.1
435.) 49.3 21.6 48.7 .2 2.1 48.6
63.4 62.7 50.9 59.7 52.8 60.9 67,1
2.2 21.) 36.9 18.4 5.7 15.5 1.5

e £.;.ces are iasea frox Explovment of High School Graduates and Dropouts, 1960 (Table 2,

5

%153, Z15.7es ia line 2 fuclude male graduates agss 16-21.

P <333, (Tadle A, §. Aij); 196+ (Taole 1, p. 639, Table &, p. 642); 1969 (Table 2 and
Tizle 3, p. 3%); 19,0 \ladie 3, p. A-i3, Tevie K, p. A-id).

15¢

§5

3 ztj.res io line 2 aad line 3 include female gradustes as vell as male graduates.
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Because a sizeable proportion of black/white differences in youth employ-

ment result from differences in labor force behavior, 1t is important to

exanmine the position of nonpatticipants from the Cu.-ent Populativn

Survey. The table records the percentage of 16-19 and 20-24

year old nonparticipants in and out of school and the percentage of these

20-24 year old nonparticipants in and out of school and the percent-.ge of these

groups who report that they do or do not wanta job in the survey week and their

Ay

activity or reason for not seeking employment. For men, the data suggest that

most nonparticipants, including those out of school, do not in fact want a

Job 1in the survey week, but does not elucidate the reasons why they are not

sccking work. Two-thirds of.&6-19 year old out of school nale participants

do not want a job for "other" (unknown) reasons while half of 20-24 year cold

out of school male nonparticipants are also reported as not wanting a job

for "other" reasons.

Even among 16~19 year old women, the proportion who do

not waat a job for "other reasons” is about one-third. Among 20-24 year

olds, however, it 1s clear that choice of household activities leads persons

to be osut of the work force.

The figures in columis 5 and 6 of the table show a much higher proportion

of out-of-the labor force blacks actively vanting a job now but "discouraged"

because they think they cannot get a job or for "other reasons." Thirty-six

percent of out of school 16-24 year old black nonparticipants desire a job com-

pared to 19 percent of thzir white peers. While inclusion of women in the data
by race makes keeping house the main reason for not wanting a job now, one-
quarter of both black and white groups do not want a job for "other reasons.”
The sizeable differences in labor participation rates between young blacks
and whites, the declining rate of participation among young blacks, and the lack

of information about not enrolled nonparticipancs directs attention to a second

89
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Table &

bistribution of Nonperticipants in the lebor Force,
by echonl etetus end desire for work, 197/

Both Sexen

~—Dleck
Hele Workers bemule Vorkere White ond Other
Age 16-1Y Age 20-24 Ags 10-1Y Age 20-24 A3 IU-7% Xge I0-24
10:.}. Out of Lebor Force 100.0 10,0 100.0 1006.0 100.0 100.0
1n echool 804 71.1 67.6 23.5 58.9 60,3
went & job now 21.4 15.7 19.6 16.2 18.3 3.0
d0 not went e job now 78.6 84.3 80.4 83.8 81.7 6.4
Out of achool 19.2 28.9 2.4 6.5 ALl 9.7
went 8 job now but
N 111, diesbled 27.1 34.6 22.5 18.7 1.7 3.7
. think cannot get job 1.3 6.3 .9 .9 1.4 1.3
household responeibility 1.3 12.2 6.9 3.6 4.8 11.6
other ressons 14.5 16.1 7.7 9.3 5.5 12.9
7.0 4.9 7.1 9.9
40 not want & job now 72.9 64.) 77.5 81.2 81.3 64.3
411, diesbled 3.8 15.6 1.5 2.4 3.3 3.9
g keeping houee 2.4 1.0 43.9 1.4 53.2 35.3
other 66.7 48.7 32.2 7.4 24.8 25.1

Source: U.S. Depsrtment of Lebor, Empleyment end Eemnings, Vol 25, No.l Survey 1978
Teble 39, p. 167
Teble 40, p. 168

El{llC 30 :

B i
- !
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major research question whose answer is needed to understand the youth labor

market problem in the United States: What are the out-of-the-labor-force youth

doing and why have they left the work force?

While much of the difference between the employment of young black and
vhite workers is associated with differences in labor force participation,
there are also sizeable racial differences in the proportion of young persons
available for work and looking, particularly in the older age groups. According
to table 2, 13.1 percent of 18-19 year old blacks, for example, were available
and looking in 1974 compared to 7.0 percent of 18-19 year old whites while 9.7
percent of 20-24 year old blacks were looking compared to 4.5 percent of 20-24
yecar old whites.

Table 5 presents data designed to illuminate this differential. It
records the proportion of black and white labor force unemployed for several
"direct” reasons: 1loss of job; quits; entrance into the labor force, divided
between re-entrants, defined as those who previously worked at a full-time
job lasting 2 weeks or longer but who were out of the labor force prior to
beginning to 1lcok for work, and new entrants, defined as persons who never
worked at a full-time job lasting 2 weeks or longer. The figures direct
attention to two factors in the high unemployment rate of black youngsters:
difficulty in obtaining an initial job upon entry to the work force, which is
the prime cause of black/white differences among 16-17 year olds and 18-19 year
olds; and loss of jobs, which explains the bulk of differences among 20-24 year
olds. .

The ditferences in the proportion of black and white teenagers who are
unemployed entrants are remarkable. 1In 1965 11.0 of the 12.1 percentage
pbint difference between the unemployment rate of 16-17 year old blacks and whites was
attributable to entrauts; 5.5 points of the 10.9 percentage point differential be-

tween 18-19 year olds was also due to entrants; in 1978, the relevant differences wire

25.3 of 25.6 points (16-17 year olds) and 14.5 of 20.1 points (18-19 year olds).

By contrast differcntial rates of job leaving had very little impact on the

J1




. N . I
Tat.e 5 Darcet Ciuse$ of oo Unespleyiont

Black thite

S a3 ae s B T S V7 W U Y7 1969 1975 197"
ot N
Ta;:ﬂ Cacsplo,zaeat Rate 2’.6 39.2 46.4 12.5 19.7 19.7
Losazs 21 A8 4.5 1.6 3.4 3.2
laavers 1.6 1.1 1.4 1.0 ) 1.4 1.2
tatal eatrants 20.9 ;J.'Q 40.6 9.9 15.0 15.3
re-eztiants 10.2 15.3 :15.7 4.3 5.9 6.1
new enrracts 10.7 18.5% 25.1 5.6 9.0 9.2
13-13
Total Unespleymert Rate 18.8 32,9 335 2.9 171 13.4
losers S.9 13.0 10.2 2.0 8.1 5.4
leavess 3.3 2.3 2.6 1.5 1.7 1.8
total eatzaazs 10.0 12.9 20.7 4.5 1.2 6.2
re-eatzants 7.0 10.1 10.6 3.0 4.3 3.7
T.. enirants 3.0 7.5 10.2 1.5 3.0 2.5
Torel Us:zplsvrent Rate 8.4 23.0 22.8 4.6 13.2 10.7
losers 3.9 14.9 11.4 1.8 8.6 6.2
leavars 1.7 1.4 1.6 0.9 1.4 1.9
tetal eniiaals 2.7 6.7 9.8 1.9 3.2 2.6
fed..raats 1.8 i.8 7.3 1.7 2.7 2.2
Ti. emtrants 0.9 1.9 2.5 0.3 0.5 0.4

\otes: &, Ureaglerment weirihited +o1a7s are taken froa unpublished data provided

by TIS. Labor Force rucbies nie taken frow E-nlovwent and Trafniwg Rendeg
x__f_l. Voodhe by 40 T, e . (2. 133-193).
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overall differential while rates of job loss have oely a slight effect on the
difference in unemployment rates by race among 16-17 year olds and a moderate
effect on the differences in unemployment rates by race ;mong 18-19 year olds.
The high fraction of young black labor force participants in the

éntrant and unemployed category could be due to one of two factors: an
especially large number of blackiéntrants or an especially high rate of un-
emplovment among entrants. “That the problem is one l;rgely of inability to

find a job upon entry rather than a high re-entry rat; caw be seen by

. 0

comparing black and total entry rates, defined as the fraction of nersons who

have entered the labor force in a month relative to the number in the labor

E

force. For blacks, Clark and Summers repert (p. 6) a rate of flow from out
of the labor force into the labor force of .19, which given a ratio of labor force

to nonlabor force participants of about 1 to 1 for the grOUD; yields an entryv force

of .19. For total men, Clark and Summers report a rate of flow from out of the
labor force into the labor force of .21 which, at a ratio of nonlabor force
participants of about 2 to 3 gives an entry rate of .14(= .21 x 2/3). The

5 percentage point differential in entry rates falls far short of the 10 to 25

3

point gifferengial rate of unemployment among new entrants in table 5. More direct
evidence from Clark and Summers on the probability that new entrants obtain jobs
immediately upon entry confirm the interpretation of table 5 in terms of the
diffic:lty that blacks have in finding jobs: according to their data (p. 9) 51% of
blacks compared to 36% of whites move from out of the labor force to unemployment,

as oprosed to employment.
Finaliy, it is important to note that the increased rate of unemployment

among young blacks from 1969 to 1978 can be attributed to increased unemploy-

ment among new entrants and increased unemployment due to losses of jobs:

Cgange in- Change in Change in
Unemployment Loscrs Rate Entrants Rate
“ 16-17 21.8 2.4 19.7
18-19 16.7 . 4.3 10.7
ﬁ20-24 14.4 7£?;3 7.1




In short, the evidence on direct causes of unemployment suggests [that

failure to obtain a job rapidly upon entrance into the market and a high job loss
rate constitute major labor market problems for black youngsters, raising additional

questions regarding the youth labor market problem: Whv do young blacks have

greater problems in finding a first job than young whites? Why are young blacks

laid off more frequently than yourg whites?

Characteristics of Employment

The labor market position of workers depends not only on whether they hold
a job or not but also onm the type of job and rate of pay. In this section we
compare the industrial and occupational distribution of young and all male workers,
the percent of young and all workers with part-time as opposed to fullwtime
positions, and the earnings of young and all workers. The data show that the
young are concentrated in a different sat of jobs than other workers, are
especially likely to work part-time, and have experienced sizeable declines &n
relative earnings in the period studied.

Evidence on the industrial and occupational position of young and all
male workers is given in Table &, which records percentages employed in
one-digit industries and occupations from the decennial Censuses of Population
and from Current Population Surveys. The divergence between the employment

distributions of young and all workers is summarized with an Index of

Structural Differcncg§, defined as the sum of the absolute values of the

percentage point differences between the groups, formally, if a,, is the

13

percentage of workers in age group i in the jth category and a., is the

3

percentage of all workers in the category, the index is defined as

zaij-a.j.

The industry employment figures reveal an enormous difference between the

sectors of employment of 7 -17 year old men and all male workers, a sizea*le

‘difference between the industries hiring 18-19 year olds and all men but only

!
a modest difference between the industrial distribution of 20-24 year olds

24
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and all men. Both the Census data and the CPS data {which are limited to

nonagricultural industries) show 16-17 year olds to be largely concentrated
in trade and substantially underrepresented in manufacturing, among other

sectors. Fzom 1950 to 1970 the employment of 16-17 vear olds as well as other
men in agriculture dropped sharply. Men in the next age bracket, 18-19 year

olds, are also relatively overrepresented in trade but much less so than 16-17
year olds. The 18-19 year olds tend to find a relatively large number of jobs
in manufacturing. Overall, the index of structural differences is reduced

by about 50% as the group increases in age from 16-17 te 18-19., In contrast
to teenage groups, the industrial distribution of 20-24 year olds closely
mirrors that of all male workers, suggesting that by that age the young are
beginning to enter what may be called adult job markets. From 1974 to 1977,
however, the ISD grew for 20-24 year olds, as well as for the teenagers.

Divergences in job distributions are considerably greater along -
occupational dimensions, with 16-17 year olds highly concentrated in latorer
and service jobs and 18-19 year olds in laborer, service, operative and clerical
jobs. For 20-24 year olds, the divergences are smaller and appear to have
fallen from 1950 to 1970,

Whether the marked difference in the industrial and occupational
distribution of employment of teenagers and all male vorkers does, in fact,
reflect differences in job markets depends, of course, on the link between
the jobs obta-ned by the teenagers and adult jobs. The wide divergences
shown in Table 6 are, at the least, suggestive of significant differences
between the teenage and adult job markets.

The data on part-time versus full-time work given in Table 7 lends some
support to the separate market interpretation of the divergences in job
distributions. According to the table, nearly half of teenage workers and
over 3/4ths of those aged 16-17 are either employed part-time or are on
part-time schedules. By contrast, the proportions of all workers employed

part-time and oa part-time schedules is much smaller. Among the unemplcyed
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Table

ie ~ialz..oticn of Yooth aad All Workers, by Part-Tize Job Status, 1976

Scurce. U.S. Departzent of Labor, Handbook of L.bor Statistics 1977

Tables 20, 21, pp. 63-67
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Percentage of Percentoge of Percenta’,e on
Exployed Working Uneaployed Seeking Full -Time
Part-Tize Part~Tice Wock Schedules
1:-13 '
¥ile 31-: Tezale 46.4 41.9
Total
Mile azd Fezale 14,3 19.4
Neoagriclloural
Bale Zzplovees
All 10.6
15-17 16.4
18-24 20.9
snagrisalearal
Fezale Exployees
All 28.8
13-17 84.4
15-2. 29.0
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over 407 of unemployed teens are seeking part-time jobs compared to less than
20% of all unemployed workers. To the extent that the markets for full-time
and part-time workers are at least reasonably separztle, these figures

support the contention that there are substantive differences between the

youth, especially the teen, and adult job markets.

Wages

On the price side of the youth labor market, two major developments
stand out: a sharp drop in the relative earnings of young workers ian the period
under study; and an increase in the earnings of young blacks compared to
young white workers. Columns 1-2 of table 8 document the marked fall in
the relative earnings of the young in terms of the ratio of usual weekly
earnings of out of school whit: men aged 16-24 to the usual weekly earnings
of all white men 25 and over. These data are taken from the May Current
Population Survey, which provides the best CPS figures on rates of pay from
1967 to the present. The data show drops in the rates of earnings for each
age group on the order of 10 points or so. Corroboratory information on the
annual earnings of year round and full-time workers fiom the March CPS reveals
similar patterns of change (see Freeman, 1978): a twist in the age-earnings
profile against young workers. Because a fairly sizeable number of young
persons are employed part-time, columns 3 and 4 of the table record the ratio
of the earnings of part-time young white men to the earnings of full-tiae
workers. All but two of these earnings ratios drop, though by a smaller
magnitude than the ratios for full-time workers, presumably because of their
initially low levels. 1If the full-time and part-time workers are joined into
a single group, the deterioration in the earnings position of the young becomes
even more marked. This is because the fraction of 16 to 24 year old out of school

men working part-time doubled over the period covered from 8% to 16% in 1977.

29




Table 8

Percentages of the Median Usual Weekly Earnings of
Out of School Men to Workers Aged 25 and Over, by Race 1957-77

Earnings of Full-Time Change Earnings of Part-Time Change Earnings of Full-Time Change

Young White Men/ in Young White Men/ in Black Workers/ in
Earnings of Full-Time Earnings Earnings of Full-Time Earnings Earnings of Full-Time Earnings
White Men, 25+ Ratios White Men, 25+ Ratios WhitebMen, 25+ Ratios
1367 1977 1967-77 1967 1977 1967-77 1967 1977 1967-77
Age
16 .38 .34 -.04 .19 14 -.05 .33 .32 -.09
17 .49 .39 -.10 .21 .19 -.02 .39 .32 -.07
18 54 .49 -.10 .22 .20 -.02 A A ;
19 .61 .52 -.09 .22 .24 .02 42 .43 -.01 ""
20 .66 .58 -.08 .35 .26 -.09 .63 .52 -.11
21 .73 .61 -.12 .22 .23 .01 .57 .50 -.07
22 .79 .63 -.16 .41 .24 -.17 .59 54 -.05
23 .84 .71 -.13 .38 .32 -.06 .59 .54 -.05
24 .87 .75 -.12 .37 .26 -.11 .60 .63 -.03

Source: U.S.0epartment of Labor, Unpublished Tablulations from May 1967 and May 1977, Current Population Survey

1967 refers to voluntary part-time unless out of school
1977 refers to all part (ime workers

bNo whites in 1969
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exacerbating the drop in relative earnings.

Finally, the last two columns in table 8 reveal a pattern of drops in
the earnings of young blacks relative to full-time white male workers of a
smaller magnitude than tho;e obtained for young white men, indicative of &n
improvement in the earnings of young blacks vis-a-vis young whites. This
contrasts with the worsened employment record of young blacks relative to

young whites, possibly indicative of movement along a relative demand schedule.

Summary

The evidence from the Current Population Survey on the labor market
position of young workers in this section has yilelded several findings
regarding the changing market for the young. We have found: that the un-
employment rate of all young workers deteriorated relative to older workers;
that, by contrast, the employment to population ratio did not decline,
except for not enrolled young men; that all indicators of employment --
unemployment rates, labor participation rates, and employment/population
rates -- show a worsened labor market position for young blacks while, by
contrast, their relative earnings position improved; that a large proportion
of the drop in black employment is associated with nonparticipation in the
work force, about which relatively little is known; that much of black un-
employment is due to problems in finding a first job and much to job loss;
that the occupational and industrial distribution of teenage employment
diverges sharply from that of adult males, suggesting a reasonably distinct
job market, while the listribution of jobs of 20-24 year old men is quite
similar to that of all men; that relatively many teenagers are part-time
employees; and that the relative earnings of young workers have droppad

sharply in the pericd studied.
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II  Associated Social Problems (Preliminary)

Concern wi 7 youth unemployment arises in part for two basic reasons:
fear that initially high rates of Jjoblessness among the young will have

long term consequences for the economic well-being of the young; fear that

youth unemployment is associated, perhaps causally, with related major

social problems, such as youth crime, drug abuse, and the like. The potential
long term effect of youth unemployment has been examined by Ellwood. This
section focuses on the second issue. It presents data on several social
problems relating to youth that are a priori linked with joblessness and

then examines the liuk itself. The evidence suggests a significant

worsening in these 'related social rroblems' which deserves serious attention.

The social problems

1. Increased youti: crime.
Tables ¢ and 10 demonstrate that youth arrest rates for both violent

crimes and property crimes have risen dramatically since the mid-1960's.

This appears to be tru~ for black and white youth, although the changes

in rates are substantially higher for blacks.

.

2. Violence in school

Table 11 shows sharp increases in violence and disruption in schocrl
from 1964 to 1968 and from 1970 to 1973. Over the same periods school
enrollments rose puch more modestly.
3. Increased illegal births

As can be se@en in table 1Z the number of births to urmarried women
aged 15-19 has risen among whites and nonwhites.

The preceding social statistics reveal substantial changes in several

important social indicator: regarding youth. While cause and effect are

10
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aifficult to unentangle, the increase in -sicide, illegitimacy, violence
in school, and youth crime are undoubtedly linked to the labor market
problems of the young. We plan to investigate these links in the next

few months.
4. 1Increased youth suicide rates

Table 13 documents a sharp rise in the suicide of young nonwhite and
white youth from 1950 to 1976, which compares with rough stability in the
suicide rate of the entire population. In 1950 the suicide rate for 20-24

year old nonwhii.es and for 20-24 year old whites were below the population

average. In 1976 both suicide rates exceeced tﬁéfpopulation average.

14




-89 -

Toole 3. letnoge Crlpe == Ainual Arrests per Thousand Populacion

_ 1y>) 1955 1965 1970 1973
aAll drres:s

all azes 5.3 1.3 26.0 32,3 37.6

vzder 21% 2.1 5.0 20.0 .9 423

Violent cziusb

all ages 6 3 .8 1.2 1.7

under 21 3 .1 .6 1.2 1.9
Projecty crizes

all ages .9 .9 3.5 5.1 7.2

uader 2 .8 1.5 6.0 8.8 12.9

a) 13%) population aged JU estimaced s one fifth the populstion aged 20 to 24.

b) lncl.des zurder, mon-nejligent homicide, rape, robbery, and aggravated assault;
in:cl.ces regligent hoaicide in 1930.

¢) lacludes burglary, larceny and auto-theft.

Nueber of arrests from U.S. Federal Bureau of Investigation, Uniform Crime Re-
jores for the Cniced States, XXI (1930),2,pp.110-111, XXVI (1935), pp. 113-114,
O (1903), p. 114, XLI (1970), p. 128, XLVI (1975), p. 190.

Population fijures from U.5. Bureau of the Census, Statistical Abstract of the
_ni - States, 72 (1931), p. 10, 77 (1956), p. 26, 87 (1966), p.8, 97 (1976), p. 27.

Table 10 Temmaze Crime Across Races — Annval Arrests per
Thousand Population

Whites : Blacks®
1965 1570 1975 1363 1970 1975
All arrests ’
all ages 13.9 2.6 2.9 65.3 4.8 79.1
under 13 12,2 18.4 27.3 27.8 8.9 5.4
Vidlent crizesd
all azes .3 .5 .9 3.0 5.1 6.3
under 18 .1 .3 .6 1.3 2.9 4.0
Property srizest
all ages 2.5 3.6 5.4 9.0 4.2 17.6
uzder 13 4.0 3.3 9.0 11.0 15.6 19.6

4) All ron-whites io 1965,
b) Insludes murler, rape, robbery, and aggravated assaule.
¢) lazl.des burglary, larceny, and auto-thefe.

%.mar of arrests froa Urifera Crire Reports, XNXVI (1965), pp. 117-118, XLI (1970),
so. Loi=232, AAVD (1975), pp. 152-193, Topulation figures from same svurce as abtove.
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Table 11

Violence and Disruption in the Schools
. Uid
Percentage Increase in Crime in Schools in
110 Urban School Districts, 1964-1968

: rerciitage -
Cetepory 1664 1958  Increase -~
:}- :licidct L[] L] . Ll L] L] * L] L ] L[] L] [ 3 * [ ] L ] L[] L[] 15 - 725 73
Forcible Rape v v ¢ ¢ ¢ ¢ s v ¢ o 0 v o o 51 81 61
REbhery v ¢ v v v v e v e e e e e e e e e 386 1,5C3 376
fogravated Assault. « v o 0 .0 00 e . 0 475 680 43
fw‘.ﬂ'ﬁlary, Lﬂl’ceny e s @ Tt e o ¢ @ o ¢ o o @& 7,604 14,102 85
lvapims Offenses. « v ¢ ¢ ¢ o ¢ ¢ 6 o o o o 419 1,009 155
PATCOLICS ¢« ¢ o ¢ 4 4 4 4 s 0 4 s e e e 73 854 1,069
DruniXeInesS « « ¢ o « o ¢ o o ¢ ¢ o ¢ o ¢ o 370 1,035 179
Crimes by Momstudents o v v v v v 0 6 0 .. 142 3,894 2,600
vandalisn Incidents . . o 0 o . 0 o 0 .. . 186,184 250,549 35
Aasault on Tecachers &« v v v v ¢ 0 6 ¢ o o & 25 1,081 7,100
dseguit on Students & . . 0 0 0 e v e e e« 1,600 4,267 1¢7
C'ff«t’!'.........-......-.. 4,796 8,824 84

Source: Senate Subccoit
in J. M. Tien, Ceoimz/larid

c2 on Juvenile Delinquency Survey, 1970, rcported
cnrent Targets.

'S
v
a8
'

Perczntage Increase in Crime in Schools
in 516 School Districts, 1970-1973

Perceitage

to, ey Increase
Lericide 18.5
Rape and Attespted Rape 40.1
Pcbbery 36.7
Assault on Students ' 85.3
Assault o Teechets 77.4
Burglary ot School Buildings 11.8
Drug and Alcolc) Offenses on School Preperty 37.5
Vieeouas Orodioond Sa

Searrce gﬁf.”%ﬁégﬂii‘ﬁibgelfxt" Prelimirayy Renort of the Scnate Sub-
committee (o Lnvestipate Juvenile Delinguency, 1975,

Lug
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. . Table 12:

Fertility Rates: 1955-1976: Unmarried Vomen

15-19 Years 0ld

pirths per 1,000 Unmarried Women

1955 , 6.0 77.6
1960 6.6 76.5
1965 7.9 75.8
1970 10.9 90.8
1975 12.1 88.1
. 1976 12.4 84.6

Source: National Center for Health Statistics.
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Table 13:

Suilcide Rates: 1950-1976

Suicides per 100,000 individuals

Non-White White Population
Ages 15-19  20-24 15-19  20-24 All
Year
1950 1.9 4.9 2.8 6.4 11.4
1955 2.4 5.8 2.7 5.5 10.2
1960 2.4 4.5 3.8 1.4 10.6
1965 3.9 8.3 4.1 9.0 11.1
1970 4.2 12.0 6.2 12.0 11.6
1975 4.6 14.4 8.1 16.9 12,7
1976 5.4 13.8 7.7 16.8 12.5
Source: National Center for Health Statisties
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Labor Turnover and Youth Unemployment
Linda S. Leighton
and
Jacob Mincer

1. 1Introduction: The Youth Unemployment Prcblem

Public concera abou. youth employment problems in the U.S. derives from
three facts: (1) th2 unemployment rate of young people is high:in absolute
nunbers, in relation to adult unemployment, and in comparison with other
countries, (2) unemployment rates of black youth are much higher and a large
fraction of black youth does not even search for jobs, (3) youth unemploy-
ment rates have increased in recent years. The trend is not pronounced
among whites, but the rate for black youth hes risen f£rom levels comparable
to white rates in the 1950 s to the present depression-like leveis.

In this paper we do not address the problem of trends. It is an imporiant
question for assessing the plight of black youth and a smaller one for the
white population bevoad the adverse, but temporary conjunction of the business
and demographic cycles. Rather, our qua2stion refers to the more permanent
fact of high youth unemployment. Why is it so high? Are tliere criteria by
which weé can judge tha*t it is too high? Why does it decline with age in a
particular fashion?

Recent developments in the economics of labor markets provide two
complementary a_.proaches to the unders . g of differential unemployment.
Search models are applicable, in principle, to the analysis of duration of

uiemployment, as they highlight the conditions under which job search term-

‘inates. On the other hand, episodes of unemployment originate in the context

of job or inter-labor force moves, so that models of labor turnover are most
useful in understanding the incidence of unemployment. Since age differences
in the 1incidence of unemployment are even larger than differences in unemploy-

ment rites, we emphasize labor turnover as the main framework for analyzing

109
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1

the relation between age and unemployment. We also employ a search model
which captures some relevant aspects of the age djfferentials in job sep-
aration and in the duration of unemployment.

Our data sets are the panels of men in the National Longitudinal Surveys
(NLS) and in the Michigan Ircome Dynamics surveys (MID). The data lend them-

selves to several analyses with which we hope to illuminate the structure of unemploymer
.,

\
(1) We can decompose the "unemployment rate" observed in a period
P ploym

into incidence, or proportion of persons experiencing unemployment some time
during the period, and average duraticn of unemployment during the period.
This enables us to assess the relative importance of each component in
creating unemployment differentials among agce or any other population sub-
grecips.
(2) Incidence and duration of unemployment can be observed in pericds longer
than a year. The rate at which incidence and duration increase as the period
is lengthened indicates the degree of persistence of unemployment or its
converse the degree of turnover among the unemployed. Time (tenure) derenderce
or heterogeneity can rmrnduce the oktserved degree of persistence. Both are
predicted by job sorting and specif.c capital theories of labor mobility.
These categories cannot be distinguished by lengthening the period, but are
explored in regression analyses (section V ).
(3) We relate current unemployment incidence to current labor mobility,
According to the
identity P(u) = P{s)-P(u}s), factors underlyiig lakor mobility P(s) ought to
account Ior some of the patterns of incidence T (u). We explore the factors
underlying both probabilities in regression analysés.
(4) Further irsights into differences in corditional unemployment aﬂd in
duration of unemgoyment are obtained in a sear;h model which also carries

implications for quit/layoff behavior and for wage changes connected with

separations and unemployment,

Lip
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11. Components of Unemplovment

The same rats of unemployment is observed during a survey week when &
certain proportion of the labor force is unemployved two months on average
or when only one third of that proportion is unemployed for a period of six
months. The rate does not tell us whether a large numcer of those affected
share @ small burden cr whether the opposite is the case. If the observation
period is sufficiently long, the rate can be decomposec into incidence anu
durztion of unemployment. Whether or not time Sg2nt in unemployment is to be
interpreted as distress or as productive activity, we want to know whether it
is incidence or duration which is mainly respensible for the diZferences
in particular comparisons of population groups.

To do this we may define a personal unerployment rate during the period

by the ratio of weeks spent in unerployment to wesks spent in the labor force:

i W, (1)

A 'simple average of uj would measure the group weekly unemployment rate
1

<

if each person spunt the same number of weeks in the lebor Iorce. Otherwise

the individual wu; must be weightad by their time in the labor force W _; in

averaging. As a result the group rate is obtained in:

/w‘.\‘
LWy, = Wi - -
G i SV WE L L Mui LN Wy oo N Wy 2 (2)
s L by L 52 W
Zw. oo Wi 1"__0..
o f o - 2

where N is the number of persons unemployed some time during the period, L the
number of people in the lator force some time cduring the period, Qu the average
number of weeks spent in unerployrent by the uremploved, W, the average number

of weeks spent in the labor force by the lalor Zorce group, and ﬁo the average

O
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number of weeks of non-participation by the group. The first comp:nert j%_ = P(u)

<epresents incidence of unemployment,that is,+he probability of expar‘ancing
unemployment during the period. The second is the fraction of the year spent
in unemplcoyment, and the last is the inverse of the fraction of the year spent
in the labor force.
Table 1 provides decompositions of unemployment experience by the NLS
samples of young and mature men in the year 1969-71. The young men raiged in age
between 16 and 27, the older men were 48 to 62 years old, The men are
classified by school enrollment status, educational attainment, and race.
Unemployment is restricted to the permanent unemployed, that is, to those whose
unemployment represents, ex rost, A job loss. The left-hand panel shows the
components of levels of unemployment. The non-participation component is the
major one among students. It is followed by incidence and duraticn in
relative importance. Among the yourg incidence exceeds duration in producing
the unemployment total, while the oppcsite is true in the older Groups.
Roth inciden- . and duration are larger among tlacks than whites and among the
less educated youth compared to the more educated. In the right-hand panel,
per-ent differentials in the unemployment rate and its corponents are calculated
for selected groups., Clearly, higher unemployment rates of the young are attrikcutable
to higher probabilities of ;nenployment; duration actually works in the oprosite
direction. While duration alwavs increases with age in the whicte sample, the
age differential for blacks is quite small in 1966-57 and 1967-69 (Appendix tables 1-4 ),
On average, almost 4C% of 3ll unemployed older men were on temprary laysffs and
were recalled by the employer, while about 25% of the non-student young unenployed
workers were recalled. Inclusion of recall uniemployment in Appendix table 5
shows a narrowing of the age differential in both the irncidence and duration B

components of unemployment. This is because of the greater proportion of recall

unemployment anong the o%d.

O
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TABLL )

FEION OF B0 1, SAmATION AL HOH-PARTIC I FAT IO, 196971
(LXCHAMIGS THVCRARY JAYOL Y )

e e = lo:yein _Jurcent Difterentis):
N o ] " C ._l_
! i v T v L o Oy
Yoauw) Whites LON2 .24 330 1.1% Young Bleuke minue .
n (234) Yoy Whilon 545 332 s U 020
Enrolled L07 .45% .127 1.06 rurnllod .54 .243 «229 o0%2
" {640 tNun-onirol 1ed 648 A 327 044
NBon-entullud 041 257 .151 1.06
n (1514} Youny Whites minus
Edue. 0-11 #1506 327 156 1.10 Moture Whitee 1.02 1.29 . 354 087
12 043 .26} 154 1.06
>13 25 .18 .13% 1.04 Non-enrol led Young
Whites winue Mature
Youny blecky LU 450 165 1.18 Whites .603 1.04 -,2%0 006
" (1835)
Enrollad .127 ,501 1583 1.4) Youwws Blecks minue
n 217 Mature Mleoks 1.10 1.3% - 3% N2
Non-unrolied 07 414 172 1.1}
n [{3]}] Nou-enrol jod Young
Blacke minue Meture
Mature Whites .08 .090 .194 1.06 Blacks 976 1.26 -.319 032
n (2167)
Educ.0-11 022 099 <208 1.07 Maturs Blecks ninus
12 013 .080 160 1.0} Mature Whites 473 .2%7 199 019
>13 016 083 189 1.04
tducetion: s
Mature ‘' Jacks 030 117 236 1.08 lows than 11.8.
I (wen mines ..
Nou=unrolled Wh. .273 226 .011 .8:
Meture Wiites 518 .209 <264 .
- n.8. minus 3 0.8,
Nou-cnrolled Wh, .522 <367 +136 018
Mature Whites ~,192 -.012 -, 166 -, 000

Notcs W, ~ propor
Qg = proportion of tine Spunt out O
jabor force participents.

7" incidence of unvmploywent

N

tion of tims spont unemployed by unemployed.
£ the Jabor force by
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Decompositiony for the period 1966-67 and 19¢7-59 are shown in

the Appendix tablas, A comparison of the 1967-69 and 1969-71 provides information
3bout cyclical efZects, since overall unemployment was higher in 1969-71
than in the tight labor markets of 19G67-69. We note that in the recession

years duration of unemployment shows & greater increase ‘proportionately

twice as large) than incidence of unemployment, and that the age differentials

widen in incidence and -narrow in duratian,

111. Short and Long-Run Unemployment Experience

The longitudinal data erable us to observe the inciderce and the amount
of time apent in unemployment over periods of Several. years, As indicated in
Table2 the average incidence in a single year (P1) in the 1966-69 period
was 15.6% for young white non-students. Over the 3-year period it was Py =
32,5%. TFor the same group the average numb:r of weeks spent in unenplovment
during a single year was 7.2 It was 10.4 over the 3-year period, Clearly,
if 'inemployment were completely persistent 23 =Py and Wy = 3W;. At the other
extreme, with complete turnover of the unemploved, Py = Ipy and Wy = Wy, The
actual figures are in Letween the extremes, so that a significant degree of
persistence coexists with a great deal of turnover.

There are two possible, and not mutually exclusive reasons why the number
of people experiencing unemployment some time in an n-year period is less than
n-times the nurter of unemployed in a single year First, the experience of
unemployment in one period increases the probability of becoming unemployed the
next vear. The events are deperdent in probability because of time or tenure
derendence: the longer a person stays in the iob the less likely ha is to
Separice, hence to become unemploved, The other possibility is independence

in probability, but differences in sizes of probability across peoplz in the

11y
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group: Those with higher probabilities are mo{e likely to be found unempgbyed
at any time than a-e others. Eoth possibiliti@s give rise to the persistence
(pesitive serial correlation) in observed ingidenCe, so that P, < rp and
Wy > W,y
Let us considers the two cases separatelf:
(1) The assumption of homog eneity, that ;;, p; = p for all individuals i,
with time independent probabilities yields'an upper limit for Pn (It is clearly
less than np, which would require a negative serial correlation). Cerote the
upper limit by gnr 3; =1l - (1~ p)n. fhe observed n-yvear incidence is
P, < gn, and a natural measurg'of degreé of persistence is 1 - A, where
Pn-p ’

y =0 " °, When ) = 1, there is no persistence in the unemployment a2xperience.
Fay

Py -
In Taple g, A = 69.5%, so the degree of .persistence is 30.5% for young white

non-students, but it is 42% for old NLS whites. Wwhen brcken down by education,
it appears that the increase in degree of persistence with age is a property

of the less educated groups. It is higher in grours with education levels

above high school and it does not change with ace. Agparzntly, tenure depencdence
is weaker and/or heterogen:ity lower in the young less zducated than in the

more educated groups. This is reasonable if the less educated acquire lecs
specific capital on the job. Over time there is a differentiation in these
groups into people who acquire job attachments and others who continue to drift.
The result is a growth of tenure dependence and of heterogeneity with age.

(2) Assume independence, but heterogeneity. Fere the group consizts of indiv-
iduals whose py differ. Define p = E(pi). Then E(;;i) = E{} - {l - pi)f) <

1 - (1-p)land 1 -E(g)" <1 - q". The inequality hclds because, 2s is well
known,E@%q§$>:ﬁ(qii:‘. In other words, if homogeneity and independence

obtained within each of the subgroups differing in Py v the observed P would

A
be smaller than P, expacted on the assurption o. .acmegeneity of the whole greup.

1. This measure has sampling properties akin to the likeliheood ratio,
according to R. Shakotk~ We do not erclere thece issues,
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Vhngt !

Turnover end Fersfatence of Unemploysunt 1966-04 .

{IncVuded Temporary layolin)

P e, r, " A w v
Yirniwg Whiteu
Furad dna $ ) ¥ U] A% 1621 .737 6,492 9,90
Hon-unral) ded . 1a¢ 325 « Juy s AN 1.22 10.40
Vatucut ton
it A0 . 500 + 561 116 09 .20 11.8)
Y11 104 U AN, 196, .723 u.%/ 12,u3
12 129 2N .33y 377 AR Y01 [TPLTH
13-19% .127 250 330 on R U} 5.77 Hou
16+ L0385 .14 Juy 44 1.0 .20 3.20
Young llacks
Enro) lud L300 625 657 ~ 291 1) 8.29 11,93
Hon-uirul Jod + 260 «502 G604 335 697 9.95 15.82
Mature Whytes 093 .187 « 254 3495 +508) 12.062 10.90
Erucat b
el 127 245 33% 1274 « 506 12.79 19,92
Yy-11 086 _a17 .23 708 .552 12.87 19.63
12 073 L1581 202 872 607 12.46 17.94
13-1% 090 195 . 245 294 075 11.14 15.3¢
Y 036 088 104 M) .75% 13.27 16.30
Mature Blascks 134 266 1Y) 1491 607 11,68 17.67

Motu: P, e tha ohsyrved probability in an n yaar perfod,
= &n avorags of the n ycar singla probabilitias
LR SO § IR AL sssuming p 1o sn independent yeacly probahility
n = the averago total wuoks Spunt unemployed Ly the unemployud
in an n yoar poriod. -~
= a waightad averags of the n s ingla yuor aversge total weeks Unemployod,
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Of course, the observed Pn will be even smaller if time dependenca (or
heterogeneity) obtains within tie subgroups. The data in Table 2
cannot distinguish whether it is heterojeneity or time dependence which
produce a less than proportionate increase in incidence and in time spent in
unemployment, Regression analyses describeé in section (V) explores these
matters further and suggests that both factors are at work in

producing the result.

lv. 1Incidence of Unemplovment and Lazbor Turnover

Since it is incidence that is responsitle for high levels of youth
unemplovment we direct our attentionprimarily 4o the analysis ofP(u) and second-
arily to the question why adult men experience longer spells of unemployment.2
Spells of unemployment occur, if at all, at the instance of job change or of
movement between the non-market fhousehold, school, the military) and the
labor market. They also occur without job change in the case of recalled
workers on temporary lavoffs,

Unemployment incidence is definitionally related to lakor turnoygr in the
probanility formula P(u) = P(s) P(u]s) when recall unemployment is excludec.
For the sake of completeness we present our findings bo*h ex<luding and
including recall unemployment.

Published data classified ky age show that the high rates of youth
unemployment drop quite sharply to relatively low levels beyond the first half-
decade of working life. Tanle 3 shows that the age-profile of unemploymernt
incidence is very much a reflection of the tvpical shape of the age-mobility
profiles. In the ugper panel we see that in 196l aimost half of the job

2. While our tables provide i1nformstion on weeks of unemployment Juring

the vear, rather than average durat:ion cf @ srell, the results 2re very much
the same when rmeasured tv duration of szell (Leignton, 1378),
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Table 3
JOB MOBILITY AND UNEMPLOYMENT

during 1972P

(Men, 1961)
18-19 20-24 25-34 55-64
Lrop. of Job Changers | 23.5 24.4 14.9 4.0
47 7 50.1 16.0 54.2
41.5 43.6 43.8 70.6
58.5 56.4 56.2 29.4
Source: SLF No.35, Job Mobility in 1961
1972)
18-19 20~24 25-34 55- 64
with Job Tenure . 67.5 49.3 25.0 7.1
than a Year in
with Unemploy- 3o.s 28.9 16.3 8.8

Sources: SLF No.l172, Job Tenure of Workers,

of the ropulution in 1972,

January 1973, and SLF No.162, Work Experience

a Includes entrants, reentrants, and rectirees
Iucludes temporary layoffs and labor force dropouts
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changers became unemployed during the year although this proportion increased
somewhat with age. In the lower panel mobility ig defired more broadly as
the proportion of the labor force who have been on the current job (with the
current employer) less than 8 year in January 1973. Incidence of all men in
the labor force and not merely of job changers is shown in the lower row of
the lower panel. Here the age curve of incidence is also convex (starting at
age 20) as is the mcbility curve, but cuite a bit flatter, expecially beyond
age 35. This is because (2) temporary layoff unenmployment is included in the
figures which almost doubles the incidence at older ages, and (b) even when
temporary layoffs are excluded, the quit/lavoff ratio declines with age.

(See rows 3 and 4 of Fanel 1), Since the probability cf unemployment is higher

following lavofZfs than cuits, unemployment ¢conditional on separations increases with

age. In view of the..-elatively minor changes in condition2l unemployment, the
steep decline of youth unemployment in the early vears of exrerience can be
sattriduted to the convex shape of the age curve in labor mobility.

We have shown elsewhere (Mincer & Jovanovic, 1979) that the- age decline in
job separations is due primarily to the fact that the prcbability of separating
declines with tenura of the curren: job, whether or not the separation is
initiated by the worker or the employer. The th;ory underlying this relation
{s that the informational process of job matching and the accumulation of
specific capital cn the job create é;owinq differences between worker prod-
uctivity in the current job ;nd elsewhere as well as differences hetwean wages
in current ard alternative employments. The comvexity of the tenure-mobility
profile is due to the eventual completion of specific capital accumulation in
the firm. The experience (age) profile of mobility is easily derived from the

tenure profile: Given s = £(T,X), where s is the mobility (separation) rate,

l J Y
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T length of tenure, and X langth of experience in the lakor market s

g3 , 23 4T, 33 (3)
ax oT "dx  ox
The negative slope 3%. diminishes with T, and 47 is positive and non-
L 4

dx
incrcasihq% The convexity of the &ge mobility curve s{x) is thus due to the

convexity of the tenure curve. The "aging effect", ;; + Steepens the slope
of the experience profile but does not affect its convexity. This aging
effect reflects declines of mobility with age at fixed levels of tenure, and
is pronounced in quits but not in layoffs (M-J, Table 1),

The longer a worker Stays in the firm the less likely he is to
Separate, Consequently he is less likely to become unemployed, unless
separations after a longer stay in the firm carry a suificiently highar risk |
of unemployment, This may be true of pPernanent layoffs which are less expected
by higher-tenured ermbloyees, while the opposite cught te holdtfor quits cince
the opportunity cost of unemployment increasesg w.th tenure. These predictions
are weakly crnf{rmed in our MID reqtessions4 The opposing signs of unempioy-

ent conditional.on qQuit—and layof# cancel in total separaticns©so th{t P(u}s) shows
no clear pattern with tenure as is shown i{n Table 4.

Consequently, the tenure profile of unemployment should reZlect the profile

of separation, and the analyses of the 3ge (experience) profile of unemployment

incidence can be represented equivalently in:

¢P(u) _ 32(u) , 4T , 3Pfu) (4)
dx aT dx 9x

Decline and Cenvexity of the age profile of unemployment is’thus due, as was

3, 2
3; = ({ ~S). 73 >0, and g;g < 0. For argument and evidence see

(Mincer and Jovanovic, Fp.14 )

Q.

Not shown here.

Ler
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true of separations, to the sharp decline and convexity of the tenure profile

of incidence.
The tenure srofiles of incidence and of sezaratiors are shown in Tazla 4.
Over the first few vears of tenure, the decline in unemployment incidence

appears to te somewhat nore rapid than the decline in separation for both ajze
and race groups. Aside from a first vear decline, -he pronakility of unemploy-

meht conditional on separation P(ujs) does not change systematically. FHcwever,
as we already noticed in Table 2, ®(uls) is nigher 3t older ages..

Among blacks the age differential in 2(u,s) variess over the cvycie, It is
observaple in 19089-71, but not in 1967-63. As rotad before, a similar cycle
pattern was observed in agé differentials in duration. The 2ge increcse in
P(u.s) arises largely as a result of the increase in e lavofsi/cuit ratio
(shown in Table 3), but also because of an increase in the srofanility of
unemployment conditional on layoff P(uiL). However, P(u:Q) decreases slightly
with aqe.s

The age ingreame in the corditional sromabilisy P(uls) is the reascn for

the practical absence of an aging effect ( in eg. 4) in unemplovment .n the

face of a significani aging sffect in segparaticns. At given levels of tcnure
the difference in P(u) between the voung and the old white men is small although
the difference is evidernt among the blacks who shcw a stronger "aging effect”
in séparatlons (temporary layoZis excluded), - The age diffsrences also increszse
in the recession period 1969-71 (see Agpendix table 7 ).

We check on the age effect with the MIC data which covers the complete age

range. The absence of an aging effect in the procacility of unemplovment of whites

.

is confirmed in the MID data even thouch the pericd cc rered (1975-76) was a geriod

of high unemployvment. A regression of P{L) on exgerience (vears spent

in the labcr force) x yields the ecuation (t-r2%:0s ia parentheses):

o(u- = .162 - .006Cx + .0001x? (%)
(2.7 (1.8)

When job terure T is inciucced in the equation, the eifect of x vanishes.
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n Q10cs) (582) (410) (263) (2084) (340) (992) (160)
lote: Studuuts ere excluded.
Youny pemples Locome very smal]l for whites and Llecks at suven and thrce yoars of tenurs respactively.

ERIC

Aruitoxt provided by Eic:




- 107 -~
%

Tenure effects are strong: unemployment declines twice as rapidly over a year

of tenure than over a year of experience.

P(u)’= 172 - .002x - .00004x2 - .0l32T + .0003’1‘2

(.9) (.8) (4.3) (2.8)

Both the experience profiles in (5) and the tenure profile in (6) are convex.

Clearly, 2(u) does not decend on x, but on T. 1In other words, unemployment

declines with age not because of aging, but because of the lengthening of

tenure: 0 and LBLEL = 0 in equation (a).
dx sx

me conclusior. must be that the short tenure lev:l of the young is the
main reason for the age differential in the incidence of unemploymert. By
definition, new or recent entrants and reentraats into the labor market h-ve
short levels of tenure. The fact that their unemployment incidence is not
higher than the inciden~2 of older men at comparable levels of tenure sujgests
that it is not behavior or circumstances peculiar to young people, but the
dynamics of "experience search" in the labor market which is largely independent
of age.

Does the finding of similar incidence at comparable tenure levels cf the
young and the o0lé mean that youth unemployment is not excessively high? Not
necess;rily. One * -+ argue that turnover is excessively high, so that tenure
{s unduly short among the young. Also, one may argue that older job movers
with whom we are comparing the early-tenured ycunrg reprgsent an adverse
selection o unstable workers. There is some evidence that this suspicion is
correct: older men with short tenure tend to be persistent movers whose wages
and wage progress over their careers are lower than those of stayers, while
such disfferences (between movers and stayers) are negligible among the young
(M-J, Tables 5 and 6).

5, wWhite non-student job quittzars report a procability of unemployment of .313 in

1907-69 compared with .213 for mature men. For blacks these figure are .303 and .333
respactively.
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Is it excessive turnover or is it newress in the labor market that produces
the high e2rly unemployment of the young? It is possible that among workers

of gompArable guality a first encounter with the labor market produces more

turnover and unemployment than at early levels of teaure on any subsequent
job. Being new in a labor market is an experience not restricted to the
young. We may,for instance,compare the young with international and internal
migrants of all ages who also encounter a new iabor market. Since migrants
do not repr;scnt an adverse selection -indeed the opposite is argued and shown
to be the case in migration studiess- their unemployment is not likely to
reflect excessive turnover,
Table 5 presents comparisons between the unemployment experience of

migrants (of all ages) and of young natives: while unemployment rates
of young non-migrants (age 18-24) are over twice as high as the r ates of
adult ;en, the rates of men who arrived in the U.S. from abroad were twice
8s high as the youth rate in 311 age groups (Panel A)., The reason the immigrant
rates' are higher is because they had at most only a year of experience in the
U.S. labor market certainly less than the (18-24) youth had on average, Rates of the
immigrants

Aare comparable to the unemployment rates of men who entered or reentered the
labor force during the year (Panel B), and, indeed, are scmewhat higher than the
zates of young (18-24) men who have less than a year of experience in the labor
market.

In Panel (C) immigrants (regardless of age) 'are compared with natives of

the same (modal HS) educational level by years of experience in the U.S. labor

market. Curing the first 2 years the unemployw:~* rate of immigrants ig some-
what higher than of the young natives but it declines more r3pidly. 1Initial
handicers (language?) in settling in a8 job are overcome more quickly by immigrants.

The slower rate of decline 2mong the young reflects the charge from single to

6. Chiswick (1278)

121
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marr {ad status and from part-time part-period to full-tire, full-period work.
Thus, althcugh the hiéh initial turnover and uremployment of the young nen
e no greater than that of immigrants, a group that is highly motivated and
é;hmitted to the labor marke:, the decline in turnover ard uremploymeut is
slower, The growth of commitmant to the labor market takes time in the
transition from dependent member of parental household to head of own family,
with the mix of school, le‘sure, and work shifting toward the latter in the
allocation of time. The significance of these factcrs in affectirg unemploy-
ment incidence is shown in regression analyses‘ to be described in the
next section.

Internal migrants represent a group which is intermediats in an inform-
ational and cultural sense,between immigrants ard native experienced (rnon-
migrant) workers. Their unemployment rates are lower than those of immigrants
during the first year in the new location and comparable to the rate of young
aon-migrants (row 2 of Panel A). Acrin this cemparison is biased because the
young nonmicrants have had more than one vear of laktor market experience,
while the micrants have been only a year or less in the new lecatian.

Table SA, d:awn‘from the NLS data, ccmpares the incidence of unemplovment oI
migrants during the first four years in the new labor market with the uremployment of
young men with at most 4 years of labor market experierce in 1967
Migrants who were unemployed at origin Jjust before
migrati-7 vere eliminsted from the sample so as <o dvoid a possible adverse
selection which would bias upward the destiration uremplcyment of migrants.
Within-firm geographic transfers were alsc eliminated to avoid an opposite bias.
Temporary lavoffs were excluded, and the sample restricted to non-student, whi te
men. The results ire: incidence of adult married migrants was (14%) about the

came &8 for the young, married men and 19% for the non-married adult migrants




TABIE S

(A) UNEMPLOYMENT OF NEWLY ARRIVED MIGRANTS, MEN, MARCH 1963, (Migration after March 1962)

(Rates)
All 18-24 25-44 45-64
Non-migrants - 5.5 11.2 4.8 4.8
Migrants 12,2 15.5 9.2 16.9

Immigrants 22.1 22.9 18.0 22.5

(B) UNEMPIOYMENT OF IADOR FORCE ENTRANTS, (Not in Labor Force, MARCH 1962; In Labor Force, MARCH 1963)

(Rates)
A)l 18-24 25-44 45-64 ..'..
o
Non-migrants 20.q 19.6 18.5 23.0 ?
Migrants 18.6 21.5 15.0 22.4

Note: U rate of 18-19 yedar old men was 16% in October 1963,

Source: SLI No. 44, Geographic Mobility and Fwpl yment Status

(C) UNEMPLOYMENT RATES OF IMMIGRANTS AND NATIVES BY EXPERIENCE, 1970 CENSUS WEEK

Expericence 0-2 2-4 4-6 6-8 81

Natives 9.3 6.0 4.7 4.1 2.0

Tuagigranty 11.4 3.5 2.5 3.4 1.9
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TABLE SA

INCIDENCE OF UNEMPLOYMENT, 19¢7-69, NL3 WHITE MEN

Mature Men
0-4 Years

Residence in

1967
n

Ycung Non-

Students 0-4

Erxperience
in 1967

Mature Men

Young Non-
Students

ALL MRRRIED  NOT MAPRIZD
(EXCLUDING TEMPCRARY LAYOFFS)

.148 .141 .187
859 786 73

.189 .128 .260
644 344 300

(INCLUDING TEMPORARY LAYOFFS)

.168 .165 .188

.230 .160 .310

Note: Respondents with unerployment in place of origin are deleted.
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compared to 26% for young, single men. Inclusion of temzorary lavoff un-
employment raises the Zigures for the young somewhat more than for the old

4

nigrants, the reverse of the general case.

We think it is fair to conclude thet the major circumstance responsible
for high youth unemplovment is newness in the ‘abor market, rather than young
aze and unstable benavior. This is not to say, hcwever, that the freguency
of uneaployment among the young stands in an irmmutakle ratio to that of the
adults. Increases in young cohorts corsecuent on the "baby zoom" craate
larger proportions of young workers with short tenure. Similarly, lengthening

of school enrsllment produces shortening of tenure in fixed ace groucs, so

that unemployment of young non-students is more preval

o
[

nt (relative %to acdul:s

(2]

b

uremployment) in countries with higher educational sttainment. £ course, the
r2rcial labor market comnitment of youth in transition in school and family
status is a factor in greater turnover as is the interruption nf work exgerisnce
by military service. Minimum wage lecislation may also e important although its
imrpact on erxpleoyment and labor force participation is strorncer than on unemplcev-
ment or ¢n turnover. Note that black youthwere not included in our ccmparisons
with migrants and we have alre=ady seen that their unerrlovment inciience excesds
not only that of whites but also of black adults of comzarable evels of tenure,

especially in early tenure where most unemplovment is concentrated

V. Factors Affectin

-
(4
y
»

Incidence ¢f Unemrlovment

The aprarently close relation between turnover and unemglovment sugcescs
that some or most of the variables which aZfect separstions are factors which
also affezt unempioyment. We ascertiin these factors aand the similarity of

their effects -in parallei regrassions ¢# separatizns and of unemplovment

incidence on the same set of independent variables.
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As is well understood in the analysis of labor mobiljty the observed

reduction of separation probabilities as tenure lengthens may be a statistical
illusion rather than a description of individual behavior. Suppose that indiv-
idual propensities to move are not reduced by tenure yet they differ among
workers. In that case the estimated tenure profile of mobility S(T) observed
across a2 sample of workers will have a downward slope and will be convex‘as
well: Persons with high propensities to move Separate at early levels of
tenure while those with lower propensities stay on for longer periods. As

only stayers remain in long tenure classes, the agparently declining tenure
curve would level off at—low Separation rates in the long-tenured classes.

Much the same phenomenon may be expected to appear in the statistical
treatment of unemplovment incidence. Unemployment risk may not ce related to
duration ¢f job tenure, yet heterogeneity - dif<erences among individuals in
the unemployment risk to which they are subiect- can create exactly the same
spuriousness in the tenure profile, given the relation between separation and
unemployment . Actually, heterogeneity and "tenure derendence" are not mutually
exclusive hygotheses regarding labor mopility and unemployment incidence.
Indeed, the theory of job sorting and of acquisition of sgeciZic human capital
(cf. M=J pp.9-1limplies heterogeneity in levels and slores of tenure profiies.
Therefore, the heterogeneity bias does not fabricate an unreal tenure curve.
It merely steepens the slope of the real (average) tenure curve.

Differences in levels of tenure profiles can be indexed by obsarvations
on past modility ?ghavior. If so, their irclusion in the recression reduces
the bias in the tenure slope. Other measured factors represent heterogeneity
rot captured by the limived observations on past mobility. Their inclusion
farther recuces the tenure slope while increasing the explanatory power of

the regressions.

A comparison of the separation and unerpleyment racressions
shows that the prcoability of unemployment is just as labor mobility, subject

%o tenure darenderce and “»ar individual characteristics, suzh as education,

129
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health, marital status, locsl uncmployment rate, and job trairing, affect the

probabilities of separation and of unemployment, given tenure. These regressions
appear in Tables 6A and 6B for NLS young white non-students (1959-71), in

Tables 6C and 6D for the MID (1975-76), and in Tables 6E and 6F for mature NLS
men (1969-71). For the NLS, the dependent varjables are defined as number of

separations and number of unemploymenfspellsduring the period; for the

MID survey, as the probahility of separation and the probability of unemployment

O
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respectively. Temporary layoffs are excluded. Ccmparable regressions including
recall unemployment appear in the appendix, Results are similar for
both number and incidence of everts; however, we refer to both as incidence of

unemployment and separation. (See Appendix tables 17, 18)

As we noted before, an exper:ience profile which agpears :n the first
column of the regression disappears once tenure (and its square) are added.
This means, that within the sbserved age range (which is limited in the NLS),
probabilities of »oth separation and unexployment are thersame at given levels
of tenure regardless of age. 1In the complete age range (available in the MID
data), the inclusion of tenure reduces but dJdoes not elirinate experience
effects on separations. However, such "aging effects" are elinminated 1n the
unemployment incidence eguations.

Next, the inclusion of heterogeneitv indices (o2 pest Lenavior) and of
keterogeneity factors reduces the tenure siope both in segparations and in
unemployment incidence. Indeed, in the NLS data the slope is cut in hal?f in
the longest equation, though more than hal# of the reduction is achieved when
prior mobility inoices are added to tenure. Tenure remains significant after
all other variakles are included. Both prior separations (per vear) and prior
unemployment (conditional on separations) were used as such indices in NLS.

Prior unerplevment incidance is uncendi®isnal in MID,

1310
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The coelficients of tenure are quite similar in both the separation and

unemployment equations in elasticity terms. The coefficien%scnxprior variaktles
sre; in this sense, larger in the unemploy.ient equation. Past mobility,
especially if it fiequently results in unemployment, predicts the risk of
unemployment in the future more strongly than it predic%s the probability of separation
Three training variables were used in the young NLS regressions: company
training on the current job, training prior to the current job, and off-the-
job training. Of these only the first approaches statistical significance arnd,
as would 'be expected on specific capital grounds, it reduces both separations
ané unemployment incidence. Unemployment incidence is positively affected
by the local level of unemplovment which, however, dces not affect separatiens.
This is an interesting findinq. It suggests that the oxserved gecgrachic
differencesin unemploymenf reflect differences in local "aggreégate demand"
conditions (these are likely to be sectoral from the roint of view of the
entire economy) rather than differences in frictional unempioyment. In the
former case fewer cuits ampensate for greater lsyoffs as unemployment increases,
in the latter case higher unemployment is asscciated with hicher quits and

layoffs, hence highér separations. Indeed, the local unemploymernt rate

(]

~n

affects layoffs positively and quits negatively (as appears in appendix tables..5 and

Botﬂ separations and unemployment incidence are negatively related to

education and to mari:al status. Short hours {part-time work) and non-partics
ipatioﬂ some time during the year (or in prior vears) are associated with higher
probabilities of separation and of unemployment in the young and old NLS data.
(In MID part-timers appear to have fewer separations and the effect of part-
time work on unemployment incidence disappears.)

Union merbership reduces seprraticns, and has no significant effect on
incidence, unless temporary layoff unemployment is included when the effect
becomes positive. Employment in the government sectsr has a weak negative
effect on separation and on unemployment in the yourg NLS, but both effects are

stronger at older agc:- ID and NLS%.
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Bac health hai no clear effects on separations and a positie effect on
N ; £ .
unemployrent incidence in 1967-69 in the young NL3 sample. Both effects
are positive in the MID but rot clear 'in the older NLS samples.
The followin§ conclusions may be drawn. Recression results strongly

support the turnover hypothesis of unemployment incidence. To the extent

that differences in job sorting and specifis/;apital precesses underlie

-

variation in labor mobility acro§§4pe0ple, they are impcértant in creating
éifferential unemployméhﬁ.i Therefore,rboth tenure dependence and heterogeneity
are characteristic of unemployment incidence as they are of separations.
éactnrs which account Zor the ccnvex (decelerating) decline of the incidence
of unemployment with age are: leng:henipg of tenure with age, change from
single to marital status, and the shift frem part-tine and part-pericd work
activities to full-time wecrk,

wWe should note the relevance of marital status, rart-time work, and non-
participation in understandirg the comparison with migrants in Table 5 (Panel ).
The transiticn frem school to market and frem garental to own housenold which
is observed in a cross-section of young zeorle is gradual, Tt results in a
slower declire of separation (lengthening of tenure) compared to the experience
ol largely adult migrants whose work in the new labor markes was the masor
reason for migration.

A comparison of unemployment P(u) regressions with separation regressions
leaves out cuesticns about the conditional probability of unemployment. This
probability P(uls) enters the product in 2/u) = P(s)*P(uls), It was shown to

increase with age in contrast ts both P(s) and P(u), What are the factors

—

2ssociated with P(ufs) and whiy dces it increase with age? We try to estimate facto

affecting ?2/uls) in two ways. In "augmented recressions” we add feparation
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variables to all the others (col.d of the Tables) and study factors aifecting

unemployment given separations. The alternative procedure is to restrict

ed -
1

the regressions to workers who moved, that is to job separators as well as to
entrants‘ané reentrants. These we call "restricted regressions".

In both kinds of ragressions(cols4,6)the variables which remain signiz-
icant are: the local unemployment rate, srior conditional urnemployment,

marital status, education, and less cleaily part-:ﬁme work. Union membership
, Q
Eeccmes positive and significant at least in the 1969-71 reriod. Similar
résults are found in MID regressicns. The variables show higher t.scores in
tﬁé restricted regressions (col. 6), but the bulk of "explana-ory power" :in
the augmented regressions is due to the turnover war-iablas., Indeed, in th
1969-71 sample these variables\produce an adjusted R%2.505 which increases cnly to
.521 when all the factors are added.
Table 3 suggested that toth separations and unemplcyment are more
heavily weighted by layoffs than by quits at older ages. Scme of “he variasles
which.aré significant in-affecting éonditional unermployment in the regressicns
are aéparently more cl;sely associated with layoff uremployment. This is
true of the loca! unemployment rate, as already noted. DPrior conditional
unehployment must be weighted toward lavoff, since unemploymené conditienal on
layoffs is twice as high as unemployment, conditional on quit. The same hoids
for unemplovment of union members. Hcowever, education, marital status, and
short hours affect koth quits and laycfis and so affect the conditioral in
S
each tvpe of separation. Interestingly, tad health which is not a facter in

conditional unemployment of *l.e young NLS, nor in MID, does appear in oldest

groups (NLE) as a factor which increases Zui:s but not lavesss

@
[
e
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o
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PTRAIN

GTRAIN

UNION
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PTIME
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REGRESSION VARIABLES

DEFINITION

Number of years since beginning the fir§t joo after leaving
full-time school

Du?ation of job held at heginning of interval

1 if respondent attended company training school in the -job

held at beginning of interval ///////

1l if respondent received any training asice from rfggl;pzf

school prior to job held at beginning of interval

1 if respondent received any training other than company
training school while employed on job held at beginning
of period

Unemployment rate for labor market of current residence
Prior separations per year since 1966 (NLS): probability
of separation per géé; since 1968 (MID)

Ratio of prior unemployment spells to prior separations
{NLS) ; grior‘ynemployment incidence (MID)

Completed years of education

1 if health is poor ° ) -
1 if public employee

1l if wages are set by colliﬁﬁive bargaining in 1969

1l if married, sgouse pre;;nt‘

1 if 34 hour workweek or less

1 if incidence of uiemployment in current.period

1l if incidence of unemployment in prior yeérs (MID)
Number of job separatiors |

Number of periods o% non-participation




TUE DETERMINANTS OF SEPARATIONS, 1969-/1, YOUNG
(EXCLUDING TEMPORARY. LAYOFFS)
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{ X 852 : | !
i }
; |
i !
. !

WHITE MEN, NLS
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THE DETERMINANTS OF .
(EXCLUDING TEMPORARY LAYOFFS)

" JLE 6B

2ELLS OF UNEMPLOYMENT, 1969-71, YOUNG WHITE MEN, NLS

Incidence Amb'r;q
movers and entra:

B t B t B t B t B t B t
(1) 2 . (3) (4) 1 (5) _# . (6)

CONST .642 115 .650 -.064 . .007 .484
X, | -.068 2.61 .029 1.03 .025 .854 | -.004 173 .019 .97
X .004 1.79 -.002 .854 | -.002 .889 | -.000 .219 -.002 1.28
T -.171 4.59 -.120 3.24 -.016 .562 -.045 1.68
72 .014 2.88 .010 203 .001 .315 .003 .70:
JTRAIN -.111 1.34 -.016 .200 .043 .713 ! .091 1.51
PTRAIN L1117 1.47 .118 1.52° .072 l.25 ! .056 1.03
GTRAIN -.016 .257 .037 .585 | -.018 .382 | -.009 .20°
LOCRATE .064 3.41 .056 3.03 .054 3.94 .039 3.28
PSLP .023 3.56 .021 3.31 .002 .512 .007 1.97
FCOUD .244" 3.84 .169 2.71 .153 3.30 .099 2.92
EDUC -.043 3.29 -.011 1.17 -.021 2.38
HLN -.117 .854 .002 . 000 .039 .46’
Gov -.010 1.12 -.C46 .696 .014 .20!
union .078 1.32 JA51 0 0 3.43° l .50 1.27°
MAKRY -.242 3.87 -.101 2.17 -.120 2.96
PPIME .55 1.94 .001 L032 .089 1.73
SIRS . 348 5.75 - - -.030 .B1.
sep L0 13.53 .434 14,79
SEW WL 4.43 017 3.95
ENTRY .01 1.12 .063 2.31
R .082 .133 .52 .505 .08% .
X § .445
n i

706




TABLE 6C

B t B t B t
{3)
. |

ICONST .266 .228 | .4s52

'X -.010 3.92 -.007 2.37 | -.007 2.42
Ix2 L0002 2.58 .0001  1.98 | .0l0 1.70
7 -.010 2.51 -.012 3.07
72 w0002 1.44 ' 0003  1.95
1ACRATE i .00l .200 : .00l .480
PSEP VL 166 3.02 .136 2.44
PCOND .124 2.85 ' .094 2.05
Vrue -.0l10 2.74
HLTH .090 2.64
Gov -.027 1.22
uitioN -.024 1.18
IMARRY -.073 2.38
LT TME -.122 2.24
IPOL P -.070 1.59

2

THE DETERMINANTS OF SEPARATIONS , 1975-76, WHITE MEN, MID
(EXCLUDES TEMIPORARY LAYOLFS)



TABLE O

THE DETERMINANTS OF THE INCIDENCE OF UNEMPLOYMENT, 1975-76, WHITE MEN, MID INCIDENCE
(EXCLUDES TEMPORARY LAYOFFS) AMONG MOVERS
. B t B t B t B t B t B t
- (1) (2) (3) (4) (S) (6)
; i !
CONST Jd62 . .099 I 296 .090 .018 | -769 ;
X, ~.006 2.73 -.003 1.26 ! -.o00l .574 | -.0001 1.28 .013 1.17
X .0001 1.74 .0001 1.08 -.000 .005 .002 .985 -.0003 1.28
T, -.008 2,58 ; -.007 2.06 -.001 .469 -.6001 .000
T .0002 1.63 .0001 1.32 .000 .332 -.000 .452
1/CRATE .003 1.20 .004 1.60 .003 1.62 .020 l.¢y
PSEP .100 2.10 .114 2,52 .052 1.40 .076 .473
PCOND .246 7.01 .209 5.€8 .166 5.43 .87 2.86
EDUC -.010 3.53 -.006 2.38 ' -.034 2.3 |
L TH . .050 1.82 .010 .424 . =.009 ,0V8
GV -.043 2.37 -.030 2,04 ' -,042 476 +
uniou ' -.015 * ,943 | -,005 .374 + .051 .692
nAkRY : j -.084 3.40 -.052 2.499 T -,204 2.2 e
riME ' L0034 .768 087 2.40 ~-.125 0“66!—1
POLE ’ ‘ . 105 3.00 131 4.48 .239 1.33
SEP ’ Lasl 26.50 475 28.08
onx X ' .018 1.10 .034 2.01 '
i .012 ' o7 L103 .383 .336 112
X .094 ! .498
n 1562 ; 231
e l L - Y e .o
. [in




TABLE 6F

THE DETERMIMANTS OF SEPARATIONS , 1969-71, MATULL WHITE MEN, NLS

(EXCLUDES TEMPORARY LAYOFFS)

B t 8 t B t

(1) (2) ; {2)

CONST .478 .480 .294
X -.019 1.71 | -.0l6 1.62  -.005 .560
x? L0008  2.19 .000 1.89 .000 .477
P -.019 4.85 -.014 3.97
p2 L0004  4.08 .0003 3.20
TOCKATE .003 .354 .004 .438
PSEP .177  18.66 .164 18.31
FCOUD .080 2.32 .021 .628
ELUC .003 .621
HLrH .042 1.35
GOV . -.083 2.48
UHTON , =.000 .000
HARRY P -.064 1.41
FTIKE .078 1.69
OLF .505 15.22
.-2 .
K .004 .235 . .326
% .278 :
n 1957 '

i




THE DETERMINANTS OF SPELLS OF UNUMPLGYMENT,

TABLE

1969-71, MATURE WHITE MEN, NLS

(EXCLUDES TEMPGRARY LAYOFFS) INCIDENCE
AMONG_SEPARATORS
B t B t B t B t B t- B t
(1) (2) (3) (4) _ (5) (6)
%cousr .248 .245 .266 .147 ' .000 .653
X -.011 1.41 | -.010 1.42  -.088 1.26 -.006 1.22 | .286 13,77 ! -.005" .310
'x? .0002  1.62 .0002 1,51 .0001 1.25  .000 1.34 ' .06l 10.35  .000 .200
ty -.006 2.41  -.005 _1.99 000 .032 1-.007 1,01
2 .0001 1.63 . ,0091 1.18 -.000 .641 | .oom .263
LOCRATE .001 .095  ".001 .164 -.001 .276 | | 008 .379
PSEP .09  14.74 +096 14.34  .o014 2.54 i ,023  2.45
, FCOND .097 4,00  .086 349 077 4l | .093 2,06
1 EDUC .0n2 .604 001 344 i .007 .943
MLTH -.015 .632 . -,027 1.54 - :-.081  1.56
GW . =.007 2.70 1 -.029 1.56 -.130 1,77
'UNICN . .008 1397 -.003 176 .009 176
MAKRY ' -.063 1.87 .-.036 1.41 ! j-.123  1.68
PIIME t -0l 2311 -.042 166 -.040 .591
OLF - I 110 4.45 -.089 4.37 '-.137  2.65
SEP .302  13.05 . ! '
skp2 .054 g.ol i ! !
; ) 1 -
-2 ’ H g
B .001 .163 .174 | -528 © .516 ' .097 -~
X 112 . ; .386 1
n 1957 ! : 301 -
f 1
P

T
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Altogether, the NLS regressions are not very helpful in explaining the
age increases in conditional unemployment. Lower levels of education and
of health and more frequent union membership among the old account for a part of
it. The other variables have no or opposite effects on age patterus, That
the variables we were able to measure io not account for the growth of
condifional unemployment with age is apparent in observing the effects of
experience on incidence in the regFessions restricted to job movers. The
effect is positive in the older NLér(ages 45 and over), and:; less so in MID
(avgrage age near 40) before and after all cther variables are included.
There are no experience effects in the restricted regressions within the
first decade of work experience (the young NLS sample), Evidently, the
probability of unemployment when separating increases at adult ages

within each of the classes {(levels) of the variables we have measured.

V1. Conditioral Urnexmplovmert and Age Differsnces in =ha Juration of Unemmlowrernt

Although we ara not able to ascrike nmuch of fhe higher conditional unsmplov-
ment 3t older aces to the factors we have reasured, we krnow that it is largely
an outceme cf the increased layofZ/guit ratio.  Why do quits decline more
rapidly at older ages than layoffs?

At given tenure levels a worker's incentives to guit cdecline ds he ages
because the payoff period to whatever benefit the quit produces is getiing
shorter. More imrortantly, we suggest *hat ;ocentigl job changers encounter
a‘éiminished protability of finding a job at older ages. There are several
possicle r;ascns fsr this. Short prospective tenure inhibits hiring by
employers in the presence of hiring or training costs. A record of job mcb-

il:ty at older ages is a deterrent to hiring for the same reasons, insofar 2a

it suggests a higher probaktility of future s2garation, as it does in our

ERIC
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findings. On the suppiy side, workers'human capital even if not specific to
the firm becores progressively more specialized to a narrower cluster of
firms within an industryoroccupation. The proportion of Zob changers who also
change industry and occupation does diminish at older aces.

In the terminology of search models we argue that, on average, older
workers who separate from jobs nave a !=sser prokability of finding a job ger
unit of search time, not tecause they are holding cut Zor a higher acceptance
wage within the relevant wage offer distribution -though it is true of some-,
but because the prokability of getting any offer, that is “he probability of
finding a vacancy, is smaller. On this dssumption we can show that older
workers who separate will search longer when unemplove2 22¢ guit less freguently
while their acceptance wvage will be relatively 1owér, £ the wage gain will be
smaller (or necative) for older job movers than for ycunser ones.

In the stardard searz!: model theindividual samples Ircm his wage offer
distribution !w) :eceivi%g cne oifer per unit of time. The worker decides
on an optimal wage flcor which pquates the gain from en:ziditional unit of

£earch to the cost of it. The resulting rule is:
Paldag = Wy) =c =W, - z (7)

where W, is the lowest accaptable wage, s is the crobab:lity of getting an
acceptable wage offer, that is of W 2 W, ﬁa the mean oI all acceptable wage

rh

offers; ¢ is the (margina!) cost of search which includes direct and opportunity

costs. The highest oprortunity cost or foregore wacge :is #.+. Income offsets

which are cortingent on corntinued searcn sech as unerg.ic,rent compensation

or the currant wage when searching on the' job enter costs with a negative
sign. Qluration of search is inverse to P?5- In this medel search is longer

t.o higher the acceptance wage which 1s nizhar the lcwer *the cost of search.

ERIC
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Now the probability of accepting a wage oZIler mu~t te redefined given
that the probabiiity of finding any oZfer in a (calendar) unit reriod can Ze
less than 1. A lesser frecuency of vacancies may be a result of depressed
business conditions in general, or depressed mariets ZIor 2 particular tyrpe of

labor, or & function of lesser efficiency or intensity of search, The

optimum conditions Tecone:
p.pa(wa - wa) =c=W, -~z (38)

Here b is the crobakility of finding a jod offer, P. the sropability of
t v g J z £ ‘ d

findiag an acceptable job conditional on finding a vacarcy, and p'Py is the
D is now the inverse of the product p-Pa.
probatility of finding an acceptable jodb. A\ ~ =5 - pefore, changes in ¢

produce a positive relation tetween Wy 3nd D. However,
charges in p over the business cvcle or otherwise, cr differences in p
across peorle tend to produce a negative correl2-ion between wa and D.

A reduction in p leads to a downward revision of W,, hence to an increase
in P3. - The question is whether P2, wWwill rise or Z2ll in (3). No perfectly

[}

general answer can te given to this cuestion, zut 2 most clszusitle answer is
that (p°P,) will fall, hence the duration of search will lengthen even though

W. is revised downward in consecuence of a fall in p. It is easy to see that
a 3 J< y

the difference (W, - W,) increases as W, is lewered in a uniform or triangular

wagq offer distribution. When W, is reduced, A, is reduced by a smaller
~

amount, so that p-?, must fall, if c is £ ixed or reduced. Actually, c will

te reduced since lowering oI Wy will lead to a Zfall in forecone wages when

s

searzh is continued. 32y the same token, an exponentially declinia

. . . . . W
(here lcg £ is linear in W) will show an increése in the 3210 —-

is reduced. Consecuently p'Py will Z3ll since:

Q \ 1‘}(;
ERIC
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(9)

Only an unusually high skew in the distribution, such as in the Pareto
distribution yields a fixed ga whatever the position of W. Even then
P-Py will fall as the right h:nd expression does. It is difficult to
imagine that typical workers face a wage offer distribution which is as
skewed and long-tailed as Pareto.
The conclusion that a lower p is very likely to produce lorger search
and lower dCceptance wages holds koth for uremployed and for employed searchers.

In the latter case ¢ = W, - Wy, where w, is the wage rpaid on the job. an -

. increased duration of search on tke sob, of ccurse, means 3 reduction in the

frequency of quix.

In sum, workers facing fewer vacancies in their search may Le expectad.

e
to have a longer duration of search arnd a lesser wage zain when unemployed,

. and to inhibié their job change (quit) when é;ployed. Thege conclusions are
‘consistent with worker bghavior during the business cycle: duration of unem-
Ployment 1increases and quits decline while layoffs increase, partly becausa
emplcyment demand declined and'partly to ;ubstitute for a decline in attrition
(g:its). Note thaet in contrast to other models, this explsnation of benavior
during tae business cycle does not assume nveria, or lags of adjustment?

AppMng the same model to the life-cycle we may argue that either porc
decline at older ages. A decline in ¢ is not plausible except very early

when labor marke: enzrants become eligible for unemplovment ccmpensation. A

declire in c would lead %o increases in W, and in wage gains, but the opposite

7 Cf£ Alchian in the Phelps volure (1970).
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TABLY

CONDITIONAL UNEMPLOYMENT AND DURATION, 1967-69
(EXCLUDES TEMPORARY LAYOFFS)

P(UIS) P(UIL) Q/L Average Total Ow
Duration Luration
Non-enrolled
Whites .342 .573 4.66 5.30 8.84 .785
Edue,0-11 .423 .641 4.26 5.74 9.91 .734
12 329 .546 4.78 - 5.20 8.30 772
>13  .218 .47) 5.36 3.93 6.46 .881
Hon-enrol led
Blacks .525 .607 3.03 6.133 11.87 .578
Mature Whitces .382 .623 1,62 9.99 16.17 .593
Educ.0-11 .443 .655 1.25 *,90 16.76 .466
12 .313 .640 2.20 10.29 15.34 .561
>13  .268 385 3.00 10.03 14.13 1.00
Hdature Blacks .519 .725 1.17 11.35 17.86 .114
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is implied by a fall in P, and is observed. The irplicatiors that older men
have a longer duration of ué%mployment, a reduced % ratio, and a2 iower W,

when changing jobs are strongly confirmed by the data in Table 7. The shorter
duration of unemployment of the young is also due partly to relatively frequent
inter-labor force mebility., Again, this is characteristic of very early labor
force behavior and cannot account for the age-uptrend in duration of adult
unemployment. Nor can this upturn be ascribed to the somewhat longer duration
of layofI than of quit unemployment., Duration increases with age in both
‘cases. Table 7 shows that a similar search interpretation can be given to
unemployment differentials by race aﬁd, somewhat less clearly, by education.

Vle elaborate on the race differentials in the nex* sec¢tion,

Althouch we have no direct evidence on the reduction of p at older aces,
P(ulL) may be a good index of it. It increases with age, is inverse to educ~
ation and is higher for blacks. The only exception is that P(ujL) is less Zor
the older, mcre educated whites compared o voung whites in the same category.

In sum, as large as they are, age differentials in unemployment rates
are attenuvated bv the longer cduration of urerployment and nigher probability
of unemplgyment of older movers. 36th the lcnger duration and the higher
conditional Probability of unemployment of older men can be ascribed to the

decline in the Probability of finding vacancies at older ages. Young white

job chargers face, on average, & more Zavoratla environment in this respect,

V1l. =Zlack-White Differences in Youth Unewclovrent

Black youth unemployment has grown reletive to white youth unemplovrent
over the past two decades or longer. A fuller understanding of the present
diflereontial, thereiore, reguires an anslvsic of this trend. This is tevond
the scope of our present work, We did replicate scre of the statisticzal

-

dndlvses on black data, and report scme of the findirngs,

14y
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The salient Zeacures in the unemployment differencialrs are: hiqho;

incidence, longar duration, and greater nca-participatior among black youth

4s shown in Table 1. Those dg;:e:ences hold for both st+dents :nd nonstudents.

As the age comparisons in 1956-67 ani 1967-89 (Appendi¢ tables) show, the duration of

black youth unemployment is not much shortor than the duration of unemployment of
older blacv- Since the zace differential in duration of older mea's unemploy -

ment is wvmell, it is not clear whether our NLS sample ol older blacks under=-
state their 3dverss rosition, or whether cur findings aktout the young are,
{ndeed, an indication of deterioration of lazor market conditicns in present
cohorts of black youth., 3Butthese inferences are not mutually exclusive.
ého longer duration of black youth iremsloyment ~omparzed Wit whi’e rsuth,mirror
Table 4 in higher conditional unemployment at each level of terure. The higher
incidence c¢f unemployment or olack youth is due both to t'e higher separation
rates and to i . ¢ conditional unemployment at Zixed levels of teanure. The
result is that while the llack separation rates are 20% higher than the white
rates,. the black incidence of unemployment ig ° ice as high ac the white.

Table 7 shcws also that the black condit:ional :nemployment Pluls) is

higher than the white lirgely because & , the quit/layo2? rstic is lover, and also because
- s e

both conditionals P(u/L) and P(u/G) are higher.8 By a search model argument of the
proceding section, we may infer that: 12 “blacks face 2 lower probability
£ finding vecarcies then whites dg, their duration of unemploymient is longer
wage gain less, and gquit/layof? ratio lower. It QF' teen noted that black
quit rates are not higher than rates of whites.g :; our interpretation this
doas not suggest an equally stable wark exryerience: tital separationsg ¢~

blacks are higher, but quits are inhititec tecause of &n adverse labtor market,

and some of the axcess laycff is in pave 2 susstitutien for reduced quit.

8. See footnota 4,
9. Flanagan, (1978).

150

T



Some of the factors that appear to influence the higher black separation
Zates and their slower decline with experience are suggested in comparisons

of black and white regrescicnc (Tables 8A and 2B).

The tenure effects sre somewhat weaker, and the effect of t:ain(ng en the

current job are, if anything, positive, rather than negative in the black sample. This
suggests that dlacks receive not only le¢as training, but also s lasser specific training
component of it, Marital status which reduces separations of whites has little

effect on blacks., At the same time prior unemployment conditional on separ-

ation predicts future separations more sharply ameng blgzks than among whites,

that is, black movers who ancourter unemployment are more likely to separate

from jobs than are those who 1rove ;1chout unemployment and more than comparable whitas.

Taken together, these effects may also explain why over the early years of

experience the decline in separations and in unemployment incidence is ‘not

pronounced among non-enrolled blacks, when it is for whites,

So much for the differential regression effects as esti “ated in the

regression coefZicients. nNifferential characteristics of, black youth also

contribute to the higher unemployment. On average, black youths had less
tenure, leis training, iower education, fewer rmarried, more working part-
time and intermittently,

In our regressions designed to spot factors influencing conditional un-
employment the clues for understanding wh- such nemployment is higher for
blacks are sparse Education has no e~ ect onblackswhile it was negative for
whiter Poor Health and non-partic: _tion increase black (conditional) unemploy-
ment. They had no effect on whites, Again the likely conclusion is that the
conditional unemployrment of blacks is higrer because their guit/layoff ratio

is lower at all levels of the factors.




THE DETERMINANTS OF

TALLE BA

"B

”
. ’B“
¥
n

.023
1.01
504

- e n

.126

.203

B t 8 t t
(1) (2) \ {3)

CONST 1,32 .482 | .432

X -.072 1.24 .129 2.02 1 .150 2.38
X .000 .000 | -.012 2,36  -.014 2.77
T ~.222 3.59 © -.155 2.59
T L019 3.04 1 013 2.22
JTRAIN -.115 .558 | -.027 .138
PTRAIN .154 .G669 ,  .257 1.16
GTKAIN . 125 .869Y .243 1,72
LOCRATE .012 383 . 005 .164
pPSEp .070 4.71 .074 5.21
PeOnn .267 2.66 .244 2.46
EDUC -.012 .539
HIH -.264 .682
Gow -.346 1,94
UN oY -, 149 4.17
PANIY L0003 032
rine . 31 2.60
OLF i .528 4.7

SEPARATIONS , 1969-71, YOUNG BLACK MEN, NLS
{EXCLUDES TEMPORARY LAYOFFS)

o ——a— .




TABLL R©
THE DETERMINANTS OF SPELLS OF UNEMPLOYMENT, 1969-71, YOUNG BIACK MEN, NLS INCIDENCE AMONG
(EXCLUDES TEMPORARY LAYOFFS) MOVFERS AND
ENTRANTS
i B t £ t 1] t B t B t 1] t
: | L (1) | (2) , (3) , (4) ) (5) \ (6)
| consr P .931 .230 ~.200 . 7-4064 { .038 : .280
i X | -.045 .869 2117 2.50 | 167 2.95 | _os2 1.77 | i .0lg .477
P x? -.001 J9s D ooon 2.44  -.0l4 3.15 | -.006 1.75 - | ‘ -.002 .746
. T | -.196 3.53 ' -.149 2,76 -.062 1.39 P -.123 3.67
& . 1 .om 3.14 .014 2.66  .007 1.59 | .01l 2,97
. JERAIN 1T 1.53 ' .332 . 1.84 .362 2.47 . .092 .898
! PIRAIN D123 .594 13 .565  -.015 .089 ! . =.015 .130
i GTRAIN . .156 1.21 | 193 1.56 .058 .562 | ! .0S1 .736
f LICRATE . .016 .559 .  .020 .756 :  .020 .892 ‘ g .033 2.18
. PsEP .046 3.40 . 051 3.96 . .012 ) U DR i -009 1.28
! 1CoND ;L2065 2,94 .185 2.07 .049 £665 | I .054  1.18
't ENUC ’ .014 717 . .018 1.17 | y  .004 367
©HITH | i . .668 2.50  1.00 3.55 | I aan 2.5
GOV i ' ' =-,158 .990 .222 .170 | i .076 746
NIy : : =185 .75 - .090 1.o4 | i =.047 .787 ¥
HARKY : g -.237 2.30 ~.250 2.98 { =,078  1.34
VRIEE i - 220 1.6 . .oly 179 ‘ ! .066 .948
OLF X L.521 5.26 | - - } ©.122 0 2.00
g i , i © 637 9.07 | .673 9.85
sepe ; « : b -.o23 .70 | -.026 1,93 !
LHTRY : : LL0T7 1.59 I .313 2,04
. ' i !
LR . .018 i .102 179 I Lans ' .435 .099
X .708 : ' .576 =
n 504 l l 314 o

———a
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Our findings convey some impressions of greater job instability of blacks
which is partly due to lesser training and tc specific components of job
experience, to greater non-participation, to weaker effectg of education
and of family status. Greater difficulties in job finding are consistent with
longer duration of unemployment, inhibition of quits, and sugmentation of lay-
offs. We do not know, however, how much of the difficulties are matters of
discrimination, of perception of potential productivities by employers or of
informational efficiency of job search. In contrast to thre whites, unemploy-
ment of young blacks is higher than unemplo;rent of olZer blacks ft fixed tenure
levels 4% we noted in Table 4. Also, the race differential in
duration is larger at young than at olcer aces, Both of these findings ray be
a reflection of the deterioration in labor market conditiors of recent conorts

of voung 3lacks.

La »lus c3 change...?

A 1969 survey of research on youth lator markets concluded that "The
normally high level of teenage unemgloyment is due prirarily =5 the fact that so
many teenagers are labor market entrants or reentrants rasier chan to their
deficiency or instability as employees."lo We amend this conclusion by intergesing
a continuun of job experience (jod tenure running from 0 onwards to T) and showing
how it translates into a rapid and decelerating age declire in the incidence of
unemployment.

Our evidence is based on far richer data than vwere availakle to the resesrchers
in the 19¢0's. But we do face & question of data corgparabiliz’: the NLS shows
lower unemplovment rates for young non-students, consesuently a8 smaller age-

differential than the CPS does. vYat our findings of no "aging effects" are 8180

17, Kalachek (1963}, p.2.

1:):1




réproduced in the M
of the conclusion reach

sectional CPS aggregates.

ID data, apirt from heing consistent with the spirit

ed a decade ayo on the -asis of fragrmentary, cross-

- 136 -

15
o,




- 137 -

REFERENCES

Alchian, Armen. "Irformation Costs, Pricing, and Resource Uremployment.”
In Phelps, Edmund 5. -et al. HMicrceconcmic Founda%inns of Employment and
Inflation Theory. New York: W.W. lorton & Co., 1970.

Chiswick, 2arry. “The Americanization of Earnings."” Jourral of Political
Economy (Octoter 1978). :

Flanagan, Rotert J. "liscrimination Theory, Labor Turmnover, and Racial
Unemployment Cifferentials." Jowurnal of Huran Resources 13 (1978): 187-2C7.

Kalachek, Eéward. The Youth labor Markat.

Policy papers in Human Rescurces and Industrial Relations No.l2. Ann
Arbor, Mich.: The Institute of Lapbor and 1ndustrial Relations, University
of Michigan and Wayne State University, 1969.

Jovanovic, 2oyan and Mincer, Jacob. ‘“Labor MzEility and Wages."
Conference on Low Income Labor Marke<ts. Universities-National Bureau
Commit-e for Economic Pessarch. June 1978.

Leigtton, Linda. "Uremploymert over the Work Histoery." Ph.D, Dissertation,
Colurmbpia University, 1278.

O

ERIC 13;

Aruitoxt provided by Eic:
-




Appendix Tables

I
I\/\j



TA

Tl

DECOMPOSITION OF INCIDENCE DURATION AND NON-PARTICIPATION, 1966-67
(EXCLUNES TEMPORARY LAYOFFS)

levels Percent Differentials
u % W, 1 u % W, 1
{1-Wg) (1-Wo)
Youny Whites ,033 w178 .144 1,28 Young Blacks minus
n (22913) Young Whites .880 .562 .256 0062
Enrolled .046 207 .139 1.61 Enrolled .937 .545 .232 . 160
n (1151) ‘ Hon-eurolled .934 .622 .263 .050
Non-enrolled .024 .150 .152 1.06
n (1142) . Young Whites minus
rduc.0-11 .038 .209 170 1.06 Mature Whites .475 .979 -.729 .223
12 .o0ls .122 .140 1.06
>13 .012 .100 114 l1.06 Non-enrolled Young
Whites minus Mature
Younqg Wlacks . 080 .313 .187 1.36 Whites .166 .804 -.676 .036
n (875)
Lnrolled .118 .357 .175 i.B? Young Blacks minus
n (387) . Mature Blocks .22 1.12 ~-.476 .267
lon-cnrolled  ,062 .279 .198 1.12
n (488) Non-enrolled Young
Moture Whites .021 . .067 .300 1.02 + Blacks minus Mature
n (2477) Hlacks 655 1.00 -.416 .068
Educ.0-11 .028 .091 .305 1.03
12 011 .045 .238 1.02 Mature Blacks minus
~11 .N12 .030 .382 1.02 Malure Whites .445 .421 .003 .0l8
Mature l{lacks .032 .102 .301 1.04 Lducation:
- n (1136) Less than 11,S,
minus 1.5,
Non-enrolled wh, .739 .539 .195 .006
Mature Whites .967 .704 .247 014
N5, minus 211, S, -
16\J tlon-c¢nrol Jed .397 .201 .201 -,007
Mature Whites -.004 411 -.472 -.001

- 6€T -
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T E 2

DECOMPOSITION OF I IDENCE DURATION AND NON-PARTICIPATION, 1966-67
(INZLUDES TENPORARY LAYOFFS)

Level: Percent Differentials
N - -
v L Y "‘1_-" v % Yu 1-
(1"“0) (1-Mg)
Young Whites .037 .208 .138 1l.28 Youny Blacks minus
n (2293) Young Whites .867 .527 277 .062
Enralled .049 .217 .139 l.60 Enrolled .918 .545 .214 .160
n (1151)) - Non-enrolled .895 .521 .331 .050
Hon-enrol led .029 .200 .138 1.06
n (1102) Young Whites minus
Fduc.0-11 .044 .257 .160 l.06 Mdature Vhites .327 .682 -.578 .223
12 .024 .185 .120 1.06
>13 .013 .115 .1o8 1.06 Non-enrolled Young
Whites minus Mature
Young Blacks .088 .353 .183 1.26 Whites . 090 - .639 -.585 .036 !
n (875) ' =
Enrolled .122 .378 .173 1.87 Young Blacks minus ©
n (387) rature Blacks .723 .752 -.295 .267 !
Non-¢nrolled .071 »336 192 1,12
n (1142) Non-enrolled Young
Hature Whites .027 .105 .247 1.02 Blacks minus Mature
n 2477) Blacks .521 .703 -.248 .068
Udue,0-11 .037 .143 .252 l1.03
12 .014 .065% .218 1.02 Mature Blacks minus
>13 ,014 .053 .258 1.02 Mature Whites .471 .457 -.005% .018
Mature Hlacks .043 .166 .246 1.04 Educoticn: ] 0N
n (1136) less than HI.S, -
minus H, 8,
Non-enrolled Wh, 612 .325 .284 .006
Mature Whites .044 .791 .141 .014
H.S. minus i, S, )
Mon-enrolled .581 .476 112 -.007

Mature Whites .035 <199 -.166 ~.0001
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T CIE 3

DECOMPOSITION OF INCIDENCE DURATION AND NON-PARTICIDATION, 1967-69

(EXZLUDES TEMPORARY LAYOULS)

levels . Percent Differentials
u ':i W 1 U ?— Wy 1
’ " (1-Wo) . (1-®p)
Young Whites .028 .263 . 085 1.25 Younqg Blacks minus
n {2215) Young Whites .836 .502 .308 .025
Enrolled .039 L332 .075 1.56 Enrolled .780 .451 .233 .101
n (1066) Non-enrolled .96 .633 .300 .031
Non-enrolled L021 .199 .101 1.06
n {1149) Young Whites minus
Fduc.0-11 .037 .295 .118 1.07 Mature Whites .585 1,18 -.790 .1u3
12 .015 .16l .088 1.05
>13 ,0l0 .134 ,073 1.06 Non-enrolled Young
Whites minus Mature
Young Blacks L0668 .435 116 1.28 Whites .307 .902 -,621 .024
n (80S)
Inrolled . 085 .571 .094 1.73 Young Blacks minus
n (328) pature Blacks 1,04 1.29 ~.445 .197
Hon-enrolled  .056 .75 .136 1.09
' (a77) Non-enrolled Young
Mature Whites 016 . 081 .187 1.03 Blocks minus Mature
n (2225) Blacks .893 1.14 -.283 .034
Educ.0-11 .021 .104 .196 1.04
12 .009 .061 147 1.02 Mature Bldcks minus
>13 009 .041 ,202 1.02 Mature Whites . 380 .394 -.037 .021
Mature Hlacks .023 .120 L1yl 1.06 Education:
n (1017) lLess than H.S,
minus H.,S,
Non-enrolled Wh, .923 . 608 297 .017
Mature Whiies .850 .537 .292 .014
H.S, minus >ll.S,
IS J Non-centolled .353 .179 .'84 -.013
1 A Mature Whites 060 . 388 -.319 .000

- I%T -
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TANIE 4

DECOMPOSITION OF INCTDENCE DURATTON AilD NON-PARTICIPATTON, 1967-69
(INZLUDES TEMPORARY LAYOL'FS)

Percent Differentials

}

1

(1-4)

N
u L

- 1
W,

Young Whites .030

n (2215)
Eunrolled .040
n (1066)
Hon-enrolled .023
n (1149)
Fduc.0-11 .041
12 .016
>13 .0111
Young Blacks .068
n (8US)
Lnrolled . 086
n (128)
Hou-epn- 1lled .0GO
(477)
lMatwre Whites .022
n (2225)
Lduc.0-11 .030
1, 012
>13 .012

lature Blacks 031
n (1017)

.288
.342
.238
.337
.207
.153
.163
.527
.419
.140
.177
. 1006

.081

199

.082
.074
.092
.113
.076
.069
.114
.094
i3l
.150
.162
111

.151

.l48

1,25

1.09

Young Blacks minus

Young Whiteg .829 .477
Enrolled .77k .435
Non-enrolled .945 .568

Young Whites minus
Mature Whites .308 .721

Non-enrolled Young
whites mminus Mature
Whites .067 .530

Young Hlacks minus
Mature Blacks -776 .847

Non-enrolled Young

Blocks minus Mature
BBlacks .652 747

Mature Blacks i -us
Mature Whitles .360 351

Education:

Less than .S,

minus .S,
Non-enrolled wh, -909 - 488
Mature Whites -898 -509

H.S, minus 2H.S,
Nou-enrolled -390 - 301
Mature Whites -.024 -278

.325 .025
.236 .101
. 344 .031
_-607 -193
-.486 .024
-.267 . 197
-.128 .034
-.014 .021
104
402 .017
.372 .014
.0ug ~-.013
-.304 . 000

- 9T -
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T "F 5

DEC OMPOSTTION OF INCIDENCE DURATION AND NON-PARTICIPATION, 1969-71
(AN TLUDES TEMPORARY LAYOKI'S)

_ o lLevels Percent Differentials
\
U !\' V-i 1 - u E {‘-l "~——1_—
L. u = I. u
(1-Wg) (1-%o)
Young Whites .055 .339 .184 .022 Young Blacks minus
n (2304) Young Whites .545 .339 .184 .022
Fnrolled 077 .476 .120 1.36 Fnrolied .500 257 .214 .052
n (850) Non-enrolled .647 .470 .132 .044
Non-enrolled 045 .293 .143 1.06
n (1514) Young Whites minus
Educ,0-11 062 .376 .150 1.10 Mature Whites .909 1,18 -.364 .087
12 046 .304 .143 1,06
>13 .027 .195 .132 1.04 Non-enrolled Young
Whites minus Mature
Youngy Nlacks .0ud .504 .159 1l.18 Whites .707 .982 -.2483 .006 |
I (835) -
Enrelled .178 .604 .148 1.43 Young Blacks minus &
n (217) Mature Blacks 1.02 1.26 -.328 .091 )
Non-conrolled  .085 .469 .164 1.11
n (618) Non-enrolled Young
NMature Whites .022 .110 .190 1.06 Blacks minus Mature
n (2167) Blacks .924 1.19 -.298 .032
Educ.0-11 .027 .123 .208 1.07
12 .015 .100 .147 1.03 Mature Blacks minus
>13 017 .086 187 1.04 Mature Whites 429 .262 .147 .0l18
Mature Blacks 094 .504 .159 1.18 Educetion:
n (a35) Less than H.S.
minusg 1.8,
Non-enrolled Wh, .305 .215 .042 .036
Mature Whites .596 212 .346 .039
#.S. minus 2H.S,
Non-enrolled 533 .442 084 .0l8
Mature Whites .10l .148 -.240 -.009

1675
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INCIDENCE OF UNEMPLOYMENT IN 1967-69 BY TENURE
(INCLUDES TLMPORARY LAYOFFS)

Tenure as Young White Men Young Black Men Mature White Men Mature Black Men
of 1967 P (i) P(S) P(U/S) P(U) P(S) P(U/S) P(U) P(5) P(U/S) P(U) P(S) P(U/S)
g .295 .716 .412 .494 .795 .621 .337 .565 .576 .368 .576 .640
1 .184 .493 .373 .270 .635 .426 .160 .754 .451 .212 .48 .609
2 .187 .473 .394 .154 .308 .500 .167 .292 .500 .367 .433 .846
3 .100 .31 .321 .269 .615 .438 .093 .227 .412 .292 .333 .875
4 .096 .327 .294 .182 .636 .286 .123 .308 .400 .143 .214 .667
5 .077 .462 .167 .500 .667 .750 .133 .200 .667 .258 .452 .571 '
5 .059 .118 .500 .000 .333 .000 .085 .170 .500 .154 .231 .667 E
7 .125 .250 .500 .000 .500 .000 .091 .242 .375 .250 .300 .833 :
] .200 .600 .333 .000 .333 .000 172 .241 .714 .241 .276 .675
] 1.00 1.00 1.00 - - - .100 .225 .444 .059 .176 .333
10-14 .500 .500 1.00 .750 .750 1.00 .078 .139 .564 .083 .147 .562
15-19 .081 .140 .553 .120 .134 .842
20-24 .096 .116 .793 .130 .194 .667
>25 .076 .133 .536 .145 .218 .630
Total .219 .558 .392 .388 .690 .562 .126 .223 .547 .182 .266 .675
n {1065) (594) (410) (283) (2084) (464) {892) (237)

—-—

Hote: (3) P'(S) equals the probability of separating or of being temporarily laidoff from the job held at the

the beginning of the poriod.
| (3 Corple i hecomes very usmall for young whites and blaoks at seven and [our yeurs of tenure tespectively,
O

' s

e




a .d
1.0

- not 2nrolled

) TABLE 7
INCIDENCE OF UNEMPLOYMENT IN 1969-71 BY TENURE, NLS
{EXCLUDING TEMPORARY LAYOFFS)
Tenure as Younqg White Hena Young Black Men® Mature White Men Mature Black Men
of 19€9 P(U) P(5) P{U/S) P{u) P(S) P(U/S) P(U) P(S) P(U/S) P(U) P(S) P(U/S)

0 .351 .600 .586 .444 .647 .686 .252 .447 .556 .192 .416 .461
1 .195 .418 .467 . 345 .536 .644 .08l .184 .419 .123 .217 « 565

2 .120 .267 .430 <269 .385 .700 - - - - - -
3 .164 .262 .625 .033 .233 .143 .072 .217 .333 .175 .300 .583
4 .087 .217 .400 . 0u? .174 «500 .114 .143 .800 .000 .111 .000
) .068 .186 .364 .100 . 300 .333 .038 .135 .286 .000 .188 .000
6 .029 .143 .200 .000 .200 .000 .000 .086 .000 .125 .208 .600
7 .071 .214 .333 .250 .250 1.00 .026 .103 .250 .059 .412 .143

8 .000 .125 .000 .000 323 . 000 .023 .136 .167 .125 .125 1.00
9 .154 .231 .667 . 000 1.00 .000 .038 .115 .333 .000 .091 .000
10-14 . 000 .250 .000 .000 -000 - .030 .104 . 186 .062 .112 .556
» 15-19 .500 . 500 1.00 .039 .los . 360 .044 .104 .417
20-24 .030 .098 .304 .029 .096 .300
>25 .024 .136 .176 035 124 .286
Total -229 .426 .538 .347 .532 .652 .077 .186 .410 .096 .217 .442

n 1324 481 256 1957 866

",’ k4
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TABLE 8

SAMPLE MEAWS FOR TURNOVER AlD CUEMPLOYMEUT REZIGRESSIONS

NL5 1969-71 MID 1975-76
. Young Mature Young Mature
Whitae Whites Blacks Blacks
X 4.63 35.64 4.45 37.02 18.65
x2 33,31 1317.16  30.05 1424.30 515.59
T 1.6l 13.15 1.10 10.39 7.18
12 6.25 313.63 4.84  236.73 112.13
JTRAIN .145 - ,..081 - -
PTRAIN 167 - .066 - -
'GTRAIY .289 - .190 - -
LOCRATE 4,88 3.30 5.24 4.35 8.33
PSEP 3.81 .496 4.19 .570 .023
PCOMD .163 .068 . 328 111 113
EDUC 12.21 10.53 10.35 7.21 12.€5
HLTH .042 .222 .020 .le2 .074
Gov .114 .187 .109 .231 136
UNICN .318 .378 .323 .457 .38
MAPRY .626 .912 .448 .800 .998
PTIYE .137 .086 .167 137 .030
OLF .328 .200 .405 .253 -
FOLE - - - - .051
SEP .852 .278 1.01 .323 -
SEP 2,03 .5411 2.73 .58¢9 -
S TOY .472 - .601 - -
n 1351 1957 504 366 1562

"~y
L
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TABIE 9

THE DETERMINANTS OF JOB SEPARATION, 1969-71

(INCLUDING TEMPORARY IAYOFFS)

+ YOUNG WHITE MEN, NLS

B t B v B t
_ L (1) (2 . . (3) .
CONST 1.17 .757 " 1.60 '
X -.101 2,99 .078 2,15 .060 1,58
x? [ .00¢ 2,28 |- 004 1.59 - -0 138
T, -.307 6.40 : -.218 4.65 !
1 .026 4.08 .8 2,97
JTRAIN -.281 2.64 ! - 128 l.24 -
PTRAIN .102 £995 | 106 1,09 i
. GIRATH .011 30 D 0" 112
LOCRATE .015 616 | 005 217
PSEP .044 5.15% .040 4.97 ‘
PCORID o.182 2.23 | o076 966 |
ELUC % ‘ | -.072 4.32 !
nean ‘ ‘ | --118 .679 i
Gov ' ; | -.115 1.02 !
uHTON 1 : ! -.077 1.03 !
MARRY : i =244 308
FTINE { : 1 .258 2,55 !
oL¥ ! f 612 7,98
{ H
R ! .oo7 : .10 183
X ' .906
n |y 1381 . ] .
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Lppeemedix

JTRAIN
PTRAIN
GTRAIN
I.OCRATE
PSEP
[coun
EDUC
HLTH
GOV
utifon
MARRY
Vrire
OLF
LEp
Ll

LUHTRY
2

- -]

TABLE

)I\

THE DETERMINANTS OF SPELLS OF UNEMPLOYMENT 1969-71, YOUNG WHITE MEN, NLS

(INCLUDING TEMPORARY LAYOFFS)

— - —— . — —

B t B t B t B t B t
(1) ,~ (2) N (3) " (4) _ ,
o s
.687 .123 | .749 .107 . .082
-.060 2.24 .043 1.50 . .03l 1.04 .004 161
.003 1.3 | -.003 1.38 ' -.003 1.28 -.001 .776
b -.167 4.42 1 -.116 3.10 -.023 .781
i .ol4 2,73 .09 1.94 .002 .452
| -.116 1,38 -.016 .187 .038 »592 ;
f.136 1.67 .133 1.69 .092 l.ag
} -.022 .346 .037 573  =-.018 .358 l
© o ,063 3.29  .052 2.84 .052 3.55
F .028 4,20 ; .,257 3.94 , 008 1.57 |
C.279 4.32 f .200 3.17 | .187 3.80
' -.051 3.84 -.022 2,11
-.033 .237 .084 771
| --101 1.12 -.053 755
i .159 2.66 .223 4.76
1 =.224 3.55 -.090 l.82
: , -134 1.66 ; -.137 214
i ©.354 5.77 . - - i
, ! I .334 10.43 ! .3N 11.78
: L .026 5.54 1 .023 4.89
} ©.058 1.98 . .100 3.39
i , .
.007 | .089 .146 I . .450
.506 ' ; )
1351 ' i :

- 8YT ~




THE DETERMINANTS OF JOI TURNOV':kL

TABLLE

y

11

(INCLUDES TEMPORARY LAYOFFS) -

B t B t B i t
(1) (2) {3)

FCousT .517 .541 .377
X -.021 1.81 -.017 1.70 -.007 .775
x2 .0004 2.30 .0003  2.00 .000 .693
T : -.020 5.14 -.016 4.40
wl .0005 4.26 .0004 3.55
LOCRATE -.002 .190 -.001 .173
pPSEP . .180 18.59 .166 18.07
PCouD ’ .099 2.80 .037 1.10
LOUC .002 .476
HLn .060 1.86
GOV -.096 2.82
UL Ion .040 1.44
MARRY ~.066 1.41
PriME .Cu5 1.82
OLP 14.12
~2 .
R .004 .241 .325
% .301
1" 1957

1Q99~71, MATURE WHITLC MEN, NLS




TAGCLE 17

TI'E DETERMINANTS OF SPELLS OF UNEMPLOYMENT, 1969-71, MATURE WRITE MEN, NLS
{INCLUDES TEMPORARY LAYOFFS)

PR

B t B t B t B t B t
(1) I (2) {3) (4) {5)
consT .287 | .306 .350 .241 .028
X' -.012 1.51 | -.011 1.48 -.0l 1,48 -.009 1.45
x2 L0002 1,75 ' ,0002  1.60 .0002 1.47 .0001  1.56
T ' ~,008 2.77 -.007 2.54 -,002 100 |
72 . .0002 1.88 .0001 1.53 .000 .152
LOCRATE -.004 .641  -,004 .619 -,006 1.18
PSEP . 101 19.21 .097 13.68 .020 3.18
PCOUD S § 1 4.47 .102 3.90 .094 4.41
EnUC ' .00l .399  .0003 .126
HrTH ' .002 .1'0  -,008 .395 '
GOV ; -.080 3.04 . -.045 2.10 !
umion ) " .048 2.24 |, .036 2.09
BARRY . ! =064 1.80 | -.040 1.36 |
PITIE . =.003 -084 © -,032 1.10 ]
OLF © o .084 3.19 ; -.097 4.16
SEP ! i .259 9.77 .258 10.80 '
lsep? i i .058 8.39 .065 9.66 |
{
- }
R .001 .162 P13 i .453 | .434 ‘
3 .135 ' ! ' !
n 1957 ‘» | . |
! i |
! ! b !

.\l
C
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THE DETERMINANTS OF JOB SEPAR:ATIONS, 1969-71, YOUNG BLACK MEN, NLS

TABLE

l’)

(INCLUDING TENPORARY LAYOFEFS)

|

B t B t ‘B t
(1) \ {2) {3)
CNNST 1.39 .514 ! 607
x2 -.069 1.20 .125 1.99 | .14l 2.30
X -.000 .000 -.012 2.40 -.013 2.78
Tz -.208 3.42 t..138 2.35
T 018 2.94 \ .012 2.06
JTRAIN ~-.168 .829 1-,000 .306
PTRAIN . .186 .818 1 +300 1.37
GTRAIN i -120 .843 | .250 1.4
1OCKANTE ©o.021 .671 | .01l .379
PSEP .069 4.69 . 072 5.22
PCOHD .28 2,92 : .259 2.66
EDGIC |-.024 1.15
HIEE] ' -.328 .868
GOV [-.374 2.15
UUION -.q86 4,73
MARRY ~-.001 .000
Pring | ' .3006 2.58
OLF .53y 4.96
=2
R .025 2127 .213
X 1.08
n 504 !
I
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TABLE )*

THE DETERMINANTS OF SPELLS OF UNEMPLOYMENT, 1969-71, YOUNG BLACK MEN, NLS
(INCLUDING TEMPORARY LAYOFFS)

B t B t B t B t B t
(1) (2) (3) (4) {5) S
| )
consT .998 .262 -.024 -.159 . .166 f
X -.041 .810 113 1.98 .158 2.81 .082 1.69 |
12 -.001 .200 | -.011  2.44 - -,014  3.11  -.006  1.82 ;
T -.182 3.29 ' -.132 2.46  -.060 1.30 :
T .017 2.98 .013 2.45 .007 1.52 ;-
JTRAIN .230 1.25 .299 1.67 .316 2.06 .
FTRATN .150 1.17 . .205 1.62 , .04l .239 |
GTKATN .154 .748 « .156 .783 | .080 .733
" LOTRATE .024 .875 . .027 992 .025 1.09
PSEP [ .044 3.30 ,  .049 3.87 . .013 1.15
 HLOtD | .286 3.19 | 1w 2.4 , .078 101 |
RIS 3 | -003 J122 .007 .436
SIE ' ' .803 2.32 .937 3.7
any , | -.186 1.17 , .o028 .200
funron i ‘ -.182 1.73 | .063 .694
CHARRY i L -.242 2,35 .259 2.96
Crrine ! ©.209 l.61 .029 .263
or . .532 5.38 | - -
A ! i .516 7.02 ' .563 7.90
sl ! ! -.740 .531  -.01l1 .791
| LY ' ’ .909 1,79 118 2.35
G .020 ©.100 .178 .401 P.379
X .778 : '
CUB z i




THE DETERMTMANTS OF JOB 1TURNOVER, 1969-71, MATURE BLACK MEN, NLS
(EXCLUDES TLEMPORARY LAYOFFS)

TABLE 15

B t B t B t
(1) (2) : (3)

CONST .588 .376 ! .231
X -.034 2.16 -.022 1,52 ¢ -.012 .00
x2 .001 3.07 .001 2.43 | ,0003 1.48
T -.019 2.86 ¢ -.011 1.69
2 .6u04 1,71 : 000 .794
LOCRATE .018 l.ag | .0l0 .835
PSEP .120 7.47 ¢ .098 6.41
1COND 076 1,56 ; L0u2 1.74
1'nuc i -.003 .578
HLTH .089 1.68
\Gow -.020 .390
ton -.037 .871
!mnukv -.035 .686
e .253 4,08
o1l .426 8.67
i .028 .167 .260
X .323
n 866

152




TABLE 16

THE DETERMINANTS OF SPELLS OF UNEMPLOYMENT, 1969-71, MATURE BLACK MEN, NLS

(EXCILUDES TEMPORARY LAYOFFS) INCIDENCE
AMONG SEPARATORS
B t B t B t B t B t B t
(1) (2) (3) (4) {5) (6)
l " 1 |
lcongr .373 -.017 1.68Y i .241 | .135 .009 .750
Ix . -.022 2.1¢ .0003 2.20 ! -.015 1.49  -.009 1.20 11.51 | -.008 .427
iy2 .0004  2.63 | -.004 .870 | .0003 1.81 .0001  1.12 .800, .000 .409
T ~.004 .870 ! -,001 .013 . .o04 1.22 ' .002 .219
12 .000 122 | -.000 .043  -.0001  1.21 | -.000 .459
LOCRATE .150 1.77 ¢ .cll 1.23 .006 2906 ! ~.000 .000
PSLP .055 4.91 | .048 4.40 .003 .386 i .016 .883
1COND .059 1.77 ' .056 170 .019 .728 { -.009 164
LDUC I -.003 .616  -.001 332 l-.ooq .385
HLT | .043 1.15 . .002 .009 -.018 .217
60V [ -.026 .685 ' -,016 .573 l—.oso .492
(URTON ! -.027 .934 1 -.116 -490 | §~.013 .176
UARRY -.006 .158 i .010 369 | '-.049 .611
LT I .130 2.9 | _o1s 422 i .063 754
orr Lo 2.57 ,-.104 300 | 1=.296  3.31 §
SEP i .458 11,33 | -.415 5 ;
LEpP? ‘ i .co0 .000 @ .010
. |
, R .012 .080 .07 I .464 .46l i .o0l2
) i 132 ! ! I _als
' n 866 | ] . 200
c | !
153 . e : | e - 184
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TABLE 1

THE DETERMINANTS OF THL PROBABILITY O SLPARATING, 1969-71, YOUNG WHITE MEN, NLS
(EXCLUDES TEMPORARY LAYOLI'S)

B L C t B £
, (1) (2) ) (3)
CO:ST .567 .471 .660
X -.054 4.46 .007 .513 .000 .000
x2 .003 3.44 | -.00¢C .253 . 000 100
T -.134 7.90 -.101 6.08
12 .ol1 4.75 . 007 3.49
 JTRAIN -.126 3.34 -.078 2.13
P TIRATIN .0C6 .182 . 009 .268
1 GTIPATH -.019 .656 L004 .145
1RATE .016 1.89 .013 1.61
PSHP .004 1.38 .003 1.12
| reonn .039 1.36 .008 .290
Loun -.017 2.96
HION .01 . 300
OOV -.072 1.81
Miton -.087 3.26
MALRY -.05%4 1.93
Mo .058 1.01
CLF .243 8.96
-2
K .017 116 .187
4 .429
n 1351

e —_— 1
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TABLE 1

THE DETERMINANTS OF THE INCIDENCE OF UNEMPLOYMENT, 1969-71, YOUNG WHITE MEN, NLS

(EXCLUDES TEMPORARY LAYCFFS)

B t B t B t B t B t
(1) (2) (3) (4) (5)
!
| CONST .316 .110 .331 .040 .ols
X -.026 2.48 .015 1.31 .0l1 .962 .004 .042
\x2 .001 1.34 -.001 1.38 -.001 1.29 ' <001 1.02
;T -.075 5.11 -.047 3.32 | -.002 .182
172 .006 3.08 .004 1.90 | -.000 .110
JTRAIN -.035 1.07 .010 -332 1 .o040 1.56
PIRATN .030 .959 .n31 1.02 | ,ols .640
GTRAIN -.022 .877 .00l .003 | -.004 .224
1/CRATE .028 3.76 .024 3.42 .020 3.59
PSEP .007 2.66 .006 2.42 -.000 .000
lpcono .125 5.00 .092 3.80 .078 4.00
LOUC -.020 3.86 | -.008 2.06
HLTH .005 .009 ¢ .03l .727
GO -.034 .997 | -.011 401
UITON ~.002 .100 .040 2.18
LRy -.086 3.57 -.049 2.52
AR RIS .063 2.05 .022 .Y00
OrE .197 8.41 - -
‘:;r:p7 .287 22.73 .299 24.25
SEP° } =.021 11.70 .022 12.19
LUTRY .029 2.51 .043 3.70
iR .00 .098 174 .462 bo.442
1% .234 ‘ f
n 1351 : i J
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TABLE ]c

THE DETERMINANTS OF QUIT AND QUIT UNEMPLOYMENT, WHITE MLN

NLS Young Men 1969-71

MNI1.S Mature Men 1969-71

MID 1975-76

B P(Q) t E P(un®) t B p(Q) t B P(unQ) t B P(Q) t B P{unQ)t
(1 (2) (3) (1) (5) (6)
o I
CONST .432 .197 .002 | -.015 ! .273 .122
X -.018 1.43 -.004 .412 -.000 .000 . ,003 1.11 | -.004 l.68 |-.001 .922
' x? .001 1.42 .0001 .212 .000 .499  -.000 .894 | .0001 1.19 .000 .592
T -.047 2.97 -.014 1.25 -.006 3.05 -.002 2.04 | -.008 2.65 | -.003 1.52
2 .003 1.37 ,001 .458 L0002 3.10 .00004  1.27 | .0002 1.90 | .oool  1.11
JTRAIN -.085 2.46 -.007 .266 - - - -
PTIATH .004 122 .017 .700 - - o= P
GTHAIN  -.045 1.65 -.033 1.69 | - - P -
LOCRATE .004 .537 .003 .488 | 002 .528  -.002 .848 ! -.002 .650 {—.0001 .100
rerp -.0004 .134 .002 .807 | .003 .632 .005 1.97 .170 3.98 .14 3.71
BCOUD -.065 2.42 -.007 .377 1 L0004 .003 .032 3.58 .041 1.58
ULty -.N05 800 - 006 1.2 } .003 1.28 .002 1.65 -.009 3.09 -.006 3.22
R .013 .200 | ~-.014 .332 f .043 2.70 .008 .093 .033 1.16 |-.o08 136
LG ~. 002 .006 -.00V7 .247 0 L0004 224 | ~,013 1.41 -.036 1.96 -.016 1,27
PO N -.14a1 5.57 -.054 2.92 | -.,058 4.20 | -.023 3.15 -.027 1.64 | -.009 .781 3
i er -.u30 1.16 | -.004 3.28 1 ~l004 161 . -.013 1.10 | -.674 2.62 |-.035  2.00 |
: IR RN 0219 .574 L35 1.40 ' .003 145 | -.002 152 .002 2.54 ' 001 2.17
Lo 222 8.50 .185 9.72 : .300 17.70 & .ol4 1.60 - ; -
PO | -.055 1.56 ; .00S .224
o 117 112 176 3 028 .066 .048
R .271 .118, {2109 oL02) .06 .036
!.; 1297 1297 i 1928 P lyes 1454 1454
I ' |
i i
' !

F(Q) equals the probability of quitlin; the job held at the beginning of the interval.
F(un@) equals the probability of quitting the jab held at the beginning of the interval and experiencing
unceinployment during the interval.
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TANBLE 20
THE DETERMINANTS (U LAYCUF AND LAYOFF UNEMPLOYMUNT, WHITE MEN

MLS YOUNG MEN 1969-71 NI.S NATURE IIEN 1969-71 MID 1975-76
P (L) P (unl.) TR P (unlL) P(L)
B B t B B
(1) (3) (4) (5)

!(OHST . 112 .167
X . .00l .21y i=.001
%2 1. -.00y .458 [ .000

0T . | -.004 2.27 -.003}

2 Quol 1.50 .0u0

CJTRATN . : —\ ( - -

"PIRAIN . 0! ' - - -

"G'HEATN - . - -

[s n "RATS .0005 .138 .003 .002 1.46
RN .053 13.27 :  .040
fheonn .014 .o85 .008 106 6.19

Pl -.001 .14 L0002 -.0041 1.96

nern P =009 .64y 1 -.01] .062 2.89
oV . =.045 3.08 -.031 -.0l .818 g
ol oL00y L7194 .010 -.008 L0671
P PARRY -.036 1.80 -.028 -, 0065 3.30
e 027 1.32 -.001 -.01 1.76
jore W11 7.060 L0066 -
ilwni‘ - - t .012 .436

L1411 110 YD) L0853 L0414
1297 1928 1928 1437

|
b
P(L) equals the probability of being laid off from the job held at the beginning of the intervai.

F(url) equals the prohability of being laid ot from the job held at the beginning of the interval and
experiencing unemployment during the interval,

-2 :
h ¢ L0862 .088 - .17 .128 . .068
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Why Does the Rate of Youth Labor Force
Activity Differ Across Surveys?
Richard B. Freeman

J.L. Medoff

One prerequisite for analysis of the economic problem cf youth is
a set of sound estimates of the employment and laj or force status of the
young. Yet, existing estimates of the extent of labor market involvement
and the extent of work activity of the young based on the monthly Current
Population Survey (CPS), the source of official government figures on this
subject, and from special longitudinal surveys of the young, notably the
National Longitudinal Survey of Yourg Men (NLS) and the National Longitudinal
Survey of the High School Class of 1972 (NLS72), yive strikingly different
pictures of the labor market for young men.1 Labor force participation rates,
employment to population ratios and weeks worked are noticeably higher in
both longitudinal surveys than in the CPS. Unemployment rates differ

significantly but are neither higher nor lower consistently across surveys.

Th2 differences in the recorded activity rates constitute a majo: problem
in evaluating the magnitude and nature of the lahor force pro“lem for young men., If
the CPS data are incorrect, and understate the employment to populatisn ratio
for young individuals, standard discussions of youth employment problums are
exaggerated. If the longitudinal data are incorrect, studies which vse the longitudi-

nal surveys to ascertain the causes and effects of the youth employment prcblemmay be invel-

id. What explains the large differences in rates of wmale youth labor force activity

found in the different surveys? Can the observed differences be tracad to
specific differences in survey procedures or questions?

The purpose of this study is to answer these questions by provicing a
detailed quantitative analysis of the divergences between the rates cf labor

force activity for male youths indicated by these surveys. Section I describes

the three surveys providing the youth labor force information on which we

focus: the CPS, NLS, and NLS72, The second section com L cr

by the surveys. Sectfon III




- 160 ~ °

uses & matched mother-son sample drawn from the NLS and other

information to examine three potential causes of survey differences: (1)

the fact that youths repért their own activity {n the NLS and NLS72 while parents
or other adults typically Teport the activities of youths in the CPS; (2)
differences in the samples studied; and (3) differences 1in the survey methods
employed. 1In the fourth section, some suggestions for turther investigations

of alternative measures of the employment of young persong are offered.

Our analysig indicates that there are significant differencas between
rates of activity for yo-ig males%2a1culated with surveys in which young people
iespond for themselves and those caléulated with surveys in which they are unlikely to
do so. Of partiéllar importance is the fact that the responses of young male
self-respondents imply gﬁﬁignificantly higher employment to population ratio

than 1s implied by the responses of proxy-respondents. Who is questioned

about the activity »f young men appears to be a major determinant of the

responses obtained, which raises important questions about curren’ ways of

obtaining information about the youth joblessness problem,

I. Survey Procedures and Questions

In this section we compare the questicns asked and survey methods em-
Ployed in the CPS, NLS, and NLS72. Each of the surveys seeks information
about labor force activity, weeks worked in the previous year, and enrollment
in school. While the questions are reasonably similar across surveys, the
survey methods, in particular the relative importance of proxy versus self-
responses, differ. These differences must be understood if the large dispa-
rities in the picture of the youth labor market given by the surveys are to

be expluined,

The cps? interviews approximately 56,000 households (47,200
before July 1975) using a stratified sample. Part of the sample is

changed each month to avoid problems of noncooperation when a person is inter-
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viewed for many months in a row. The uwethod of rotation of the sample is such
that a group will be interviecwed for & consecutive months one year, deleted from
¢he CPS for 8 months and then interviewed in the same & months of the following
year. As a result, 75 percent of the sample is common from month to month and
S0 percent is common from year to year. Each month, during the calendar week
containing the 19th day, interviewers contact some"responsible person'in each of the
sample hpuseholds. Personal visits are used to obtain 90 percent or more of

the responses in the firék and fifth month that the houszhold is in the sample
2ad about 50 to 60 percent in the second month; i» other months more than 75
percent of the responses come from telephone interviews. Roughly half of the
households in any month are interviewed by phone. Though the questions are

asked for every individual in the household, it is important to understand that

voung individuals do not usually respond for themselves. This is because

one "responsible person' per family, usually rot a teen, answers for every

household member.

Tabulated results from the ZPS are derived hvy using responses
to calculate a "composite estimate" of the status of individuals by

taking the unweighted mean of two separate estimates: the "actual"

value for the current month and a8 figure obtained
by adding to the preceding month's composite estimate the change in the actual

value of each item between the vreceding month and the ,resent month based on tha
part of the sample that is common to both months. By using raw data for most of our
analysis we have taken into account the possible bias caused by this procedure.

To determine the labor force status of an individual, the CPS asks a
standard set of interrelated questions which are designed to classify a person
as a member of one of three categorfes: employed, unemployed, and out of the
labor force. Figure 1 gives this set of questions from the CPS survey.

To determine weeks worked over the previous year the CPS asks (in its March
questionnaire only):

In 19 how msny weeks did . . . work either full time or pan time not

counting work arov thé house? Include paid vacation and paid sick leave.

194




Figure 1: The CPS Labur Force Questions
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The CPS has two questions regarding enrollment in school. Each October

the CPS asks:
Is . . . attending or enrolled in school?
In each month, the wajor activiFy question
What was . . .doing most of last week?
provides information on attendance at school (see question 19 in Figure 1).
The National lLongitudinal Surveysis a survey that covers about 5,000

persons in several specified age groups: young men aged 14 to 24 in 1966

(more accurately, as of April 1, 1966); r'oung women ageé 14 to 24 in

1968; women between the ages of 30 and 44 in 1966; and men 45 to 59 in 1966.

The original 3;mp1es were chosen through a multi-stage probability sampling
procedure. To ensure that reliable information on blacks could be derived from

the surveys, this proup was oversampled. The NLS intervicws the szne persons repeat-

adly as they age over a ten vear period. In-nerson irterviews were conducted from

1966 to 1971, telephone interviews were generally emploved 1n4}92}7§nd,1915;

and no_interviews were cenducted 1n 1972 and 1974,

k The weeks workad question in the NLS varies only slightly from that in

the CPS: |
In how many different weeks did vyou work either full- or part-time
in the last 12 months, (not counting work around the house)? Count
any week where you did any work at all.....(Include paid vacations

and pald sick leave.)

The NLS asks two questions to ascertain the enrollment status of individuals.

At one point it inquirec:

Are you attending or enrolled in regular school?
At mother point it asks a question regarding the major activity of the indi-
vidual to which one answer is "going to school.”
The NLS and CPS surveys are reasonably gimilar. Both are administered

by experienced CPS interviewers. Both use the standard get of CPS labor

force questions to determine whether & person is employed or out of the labor

194




force. The NLS differs from the CPS, howc;er, in that each individual in _he
¥°.S describes his/hcer own labor force experience rather than typically having
it described by somcone else in the household and in that the NLS is&part of
a larger battery of labor force queqtions.6 <

The NLS72 ig a very different zurvey.7 It 18 based on A stratified national

probsbility sample of 1,200 high schools (later slightly amended) froum which

18 persons in the class of 1972 per school were selected for the survey.- An ini-
tial base year surveyof students was adzinistered followed by several "follow-up"
questionnaires designed to trackeach individual's progress over time. Most of
the informationr is obtained by mail, with between one quarter and one third of the
respondents interviewed by telephone. The response rate to the NLS72 was ex-~
tremely high, with 95.5 percent of an iritial base group of 23,457 students

responding to either the base-year or first follow-up questionnaires and

wvith a large percentage responding to ensuing follow-up surveys,

To obtain information on the individual's labor force status in October
1972, the interviewer asked:
Now please tﬁinﬁ back to about a year ago. Did you hold a job

of any kind during the month of October 19727

Yes, same job as in October 1973...000cvcncecssl

Yes, but different job than in October 1973....2

No.ooooooooooo.oon'oo'oosoooo.ooo.ooooo000000003

What were the reasons you were not working during the month of
' Loes not
October 1972? (Circle one number on each line.) Applies apply

to me to me
Did not want tO WOTKe:e.ieseesessessnssosessacocnsnnsnnsosososelonenens

On temporary laynff from work or waiting to report to work...l.eceeosee2
Hh; full-time LT L T PO,
Going to BChOOl.cessenesvossnnrencssnseeacosecsensnsoncosonslovensad2
- Not enough job openings available.....cceeececacceccccscssocsodeceeceel
Union restrictions.c,eccecceeesssessssssccsscscossccsnssasnsssloccceee

%ﬂldh‘ve rlq01red min‘oooooooooooooo000000000000000000000 1.00.0002

lfl"y

[ ]
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»

Required work experience I did not h8Ve. ..ceceveeesccececscensnceslenns2
Jobs available offered 1littla opportunity for career development.l...,2

Health problems or physical handicapeecccecccecsecsccecescescscacalens 2

Could not arrange child care-ooo....ooiooo-oo-oooooooooooo.oig;o00'071070.027

Other family responsibilities (including pregnancy).eceecseeceeccelece.?
) é

Waiting to enter or in Armed ForceS...c.ceeceoceccscvecsesssssssslenee

Not educationally qualified for types of work available.........ole...2

Did you look for work dﬁ?ing October 19727

Yes.ooo..Ooooooooollololoﬂ.looool.lll

No..ooo..ooooolloollollo.oooooloooloz

To ébtain informggan on the weeks worked by the individual in the year,

the following question was asked:

To

October

of 1972

Each part of this question refers to the entire 52-week period

from October 1972 to October 1973.

About how many different weeks did you work altogether during
this period? (Count all weeks in which you did any work at all

or were on paid vacation.) Number of weeks

ascertain the enrollment status of the former high school seniors in

1972 (a pe;iod for which comparable CPS data on the high school class

is available), the students vere asked (in 1973):
Now please think back a year to the Fall of 1972. Were you taking

classes or courses at any school during the month of October 19727

YeS.ivieeeenan

.o.....................l

No.oooooooooooo..olol.ooo.o.l.l..oooz

125
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To sunma;ize. the CPS and NLS use roughly the same set of questfions but
cmploy survey methods which differ in a n&mber of\?otcntially important respects.
It seems that the{primary difference in interview procedures is that individualsA
' self~-repgrt activity ipn the NLS but are often reported for by pr;xy-reepondents {// -~
in the CPS. The CPS and NLS72 differ in more fundamental ways, both in terms of -

questions and Jurvey procedures. The NLS and NLS72 have cne basic similarity:

cacii seeks self-responses as opposed to proxy-respenses.,

11, Estimates of Differences in Youth Activity Afiong Surveys

This section documents the basic "fact" under study: the strikingly .

different rates of labor force activity reported for young males in the

NLS and NLS72 from those in the CPS. Our study revcals generally large differ- .
ences in employment to population ratios, labor force narticination rates, and

weeks worked, and occasionally substantial differences in unemnloyment rates.

Bas{cally, both the NLS qﬁd NLS72 show greater work Qctivity among male vouths

than does the CPS;

CPS vs. NLS

I

First, we examine differences in the patterns of labor force and
school activity for young males indicated by the CPS and the NLS. Table 1
compares the percentage of young persons in school, employment to nonulation
ratios, labor force participation rates, unemploym nt rates, and weeks worked,

©3
as defined by the Bureau of Labor Statistics, for males in the civilian, non-

institutional population aged 16-17, 18-19, and 20-24 as indicated by

the two surveys. The NLS figzures are based on weighted counts of individualsg
interviewed in the 1966-71 surveys, with the number of respondents as given

in the table. In addition to the NLS sampling weights, a second get di wiil ghts

was applied to people of different ages to correet for a problem with reporting

on the age of NLS respondents. Because NLS codes the are of regnordents as

of ipril 1 and incerviers the resnond»nts nrimarily in ﬂovanber,? there 18 a seven
month lag betweer the revorted age and the time of the employment status question. This
lag means that roughly seven-twelfths of the sample changes years of age between whern

(),

[N
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Table 1: Comparison of Rates of School and Labor Force Activity
R for Young Men, 1966-1971: NLS vs. CPS

* [N ) d
No. in NLS - % in School ° ‘“Emp/Pop® LFPE Unemployment® Weeks Vorked
Samplq{i\ NLS CPS LS CPS NLS CPS NLS CPS LS CPS
' TOTAL MALES
16-17 ‘
yr. olds ?’ .
#
1966 1966 89.8 89.9 47.6 36.4 59,2 40.9 19.7 11.1 18.8 14.7
19¢7 1976 90.27 91.0 44.9 35.2 56,3 42.0 20.3 16.1 © 20.4 15.5
18-19 X ) "
yr. olds .
1966 1519 61.8 7.8 3.5 S4.2 71.0 s9.9 10,5 9.6 29.2 26.4
1967 1622 63.0 56.3 62.3 52.3 70.5 59.5 116 12.1 9.3 2(.8
1968 / 1619 s9.0 60.4 S4.2 S4.3 70,3 59.8° 8.7 9.2  30.0 25.2
1969 1621 59.6 59.4 50.2 56,3 70.0 61.9 13.1 9.2 19.% 37.4
20-24 -
yr. olds
1966 205€ 30.1 29.2 83.6 79.5 6.3 83.1 3.1 4.3 38.8 37.7
1967 197¢ 31.9 30.6 82.1 77.8  85.4 81.7 3.8 4.8  38.6 5.1
1968 1909 33.5  30.5 80.3 76.8 83.2 80.4 3.5 4.4 39.0 2%.6
1969 1970 ¢ 31.1 32.0 0.4 76.9 84.7 80.8 s.1 4.9 38.0 23.9
1970 2283 29.2 29.3 77.9 74.3  84.9 82.2 8.3 9.5  41.6 33.5
1971 2600  28.7 29.2. 79.9 73.5 87.4 81.5 8.6 9.8 37.3 33.2

@
211e numbers in this column are unweighted counts of the observations
used in generating the relevant row ‘estimates. Thus, for example, the
sixteen to seventcen year old figures includes all males who were fifteen
to seventeen years old in April of the given year. The MLS numbers in all
other columns are based on counts weighted in accordance with age. (See
pages B and 10 for a discussion of the weighting procedure.)

bU.S. Burcau of the Census, Current Population Rerorts, Series P-20, "School

. Enrollment,” Gctober 1966-1971, numbers 167, 199, 206, 222, 241. Tabie:
"Enrollment Status of the Population 3 to 34 Years 01d, by Age, Race, Sex,
and Selected Educational Characteristics, for the United States."

€u’$. Burcau of Labor Statistics, Employment and Earninrs, December 1966-1371.
Table: "Employment Status of the Noninstitutional Ponulation by Age, Sex, and
Color."

dU.S. Purcau of Labor Statistics, Work Ixperience of the Porulation, Special
Lator Force Reports 91, 107, 115, 127, 141, 162. Table: "Age: Persons with
work Expcrience, by Sex."




- J68 - -
their age 18 recorded and when their labor market status 15 asce

rtained., 1In
1ight of this probicm, we applied different weights to peonle of different

recorded ages in the JLS (unless otherwise stated). These weights were chosgen

8 that we could derive NLS figures for "'x-y" year olds which are comnarable

to CPS figures for "X-y" year olds. For example, in constructing an NLS zverage

for 16~17 year olds, we attached to 15 year olds a welght of 7/12 (the probubllity

of their having turnad 16 by the interview date), to 16 year olds (all of whom

would be either 16 or 17) a weight of one, and to 17 year cids a weight of 5/]12

(the probability of their not having turned 18 by the interviey date). The final

weight applied to a respondent in the NLS wag the product of this weight

> and the individual's sampling Weight.

The CPS data are obtained from publishea documents, with enrollment figureg
relating to November, and weeks worked information covering the calendar year.
Because of the timing of the surveys, the NLS figures do not refer to the same
time periods. While most of the NLS interviews occur in November, some take
place in the surrounding months. Also, while the NLS weeks worked question
covers the preceding 12 months, the CPS question relates to the calendar year,
creating a divergence of 1 to 2 months. While these slight differences in
timing may have some effects, there is typically not gide enough variation in
rates of activity across CPS surveys in the relevant months to suggest any major
problems in comparison. We did, however, attach different weights to those of
different ages (11/12 or 1/12 using the method described above) for thé NLS wecks
worked data because CPS weeks worked and age questions are asked in March while
the NLS age pertaims to April of the preceding year.

The figures in Table 1 reveal five differences between,the NLS and CPS
descriptions of yoath activity:

First, and most important, the NLS indicates a much higher nrovortion of
young males employed than does the CPS, The employmen: to nopulation ratios
diverge by 9.7 to 11.2 puints among 16-17 vears clds. bv 4.6 to 10.0 voints amone 18-1¢
year olds, and by 3.5 (¢ 6.4 points among 20-2: jear ¢lds, Since individuals

either have # job or do not, the employment tr e lsitons ratio 18 a more

207

~
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reliable measure, Thus, the difference in the reported levels is striking.
Second, rates of uncmployment also differ between the surveys, with the
NLS showing typically higher rates among the youngest males and generally ‘lover
rates among the older meles. The unemployment rates for 16-17 year olds diverge
by 4.z to 8.6 points; those for 18-19 year olds by -1.5 to 3.2 points; those for 20-24
year olds by -1.2 to 0.2 points.
Third, the higher employment to population ratios and differing rates of
unemployment translate into even larger difrerenc. - in labor force narticipation
rates LFPR's) bctween the surveys although the differences narrow with age.
For 16-17 yea? 0ld males, the KLS LFPR's are 14.3 to 18.3 points above the CPS LFPR's;
- for 1819 year old males, the NLS LFPR's are 8.1 to 11.1 points higher; and for 20-24
year old males,the NLS rates dominate by 2.7 to 5.9 poiats.
Fourth, consistent with the employment to population ratio evidence, the
evidence on weeks worked i~ the previous year also shows divergences, with

the CPS indicating that young males work fewer weeks than is indicated by the M1.€

Fifth, although the NLS and CF5 report strikingly different patterns of

1]

work ;g;ivity. they report similar proportions of young men in shcool.
And sixth, differences irn reported labor force activity tend to be less

for older males than for yourger.

Racial Differences

Does the pattern of higher rates of work activity in the NLS than in the crS
hold for nonwhite males as well as for all young men? To what extent does the
magnitude of white-aonwhite dif;;renceixnwork activity differ tetween the surveys?

Table 2 contains the basic data needed to answer these questions: rates of
activity disaggregated by race. The figures in the table show that the nattern
of higher work accivity rates in the NLS than in the CPS is found among nonwhite
males a5 well as among shite males. More importantly, comparison of the rates
of activity of nonwhite and white young men estimated with the two surveys
reveals a general pattern of much smaller absolute differences in employment to

population ratios between nonwhite and white male youths in the NLS than in

the CPS, especially for younger men:

DR
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Table 2: Comparison of Ra'cs of Schoul and Labor Force Activity -
for Young Men by Race, 1966-1971: NLS vs. CPS

No. in NLS. Z in St:hoo].b Bup/Popc LFRC nnmploymentc
Sample NLS CPS NLS CPS NLS CPS NLS  CPS
WHITE MaLES
16-17
yr. olds
1966 1310  90.7 90.3 48.4 NA® 59,4 WA 18.6 A
1967 1319 91.7 91.4 £5.6 36.7 s56.1 42.8 187  l4.4
18-19
vr. olds
1966 1093 f3.3  59.0 64.1 NA 70.6 KA 9.1 NA
1967 1999 64.3  57.2 62.8 56.7 70.0 63.4  10.3  10.6
1968 1085  60.0 1.5 64.6 55.7 70.2 60.2 7.9 7.5
1969 1103 62.C  60.9 61.2 56.8 69.92 61..  12.5 7.6
20-24
yr. olds
‘ 85.8 NA 3.1 NA

1966 1570 32,2 31.6 83.1 NA

1967 1496 33.9 32.2 81.8 78.0  84.5 81.2 3.2 4.0
1968 1410 35.4 3".5 79.7 76.5 82.6 79.8 3.4 4.1
1969 1492 32.8 33.6 80.8 76.7 B4.6 0.3 4.6 4.5
1970 1619 30.6 30.9 78.2 75.0 B4.5 82.2 1.4 8.8
1971 1869 0.0 30.3 80.5 74.1  87.5 81.8 8.0 9.3

RONWHITF, MALES

16-17

yr. olds

1966 656  84.9 7.2 43.0 NA sg.2 NA 26.2 NA
1967 657 8.4 g5.0  40.6 26.2 s7.8 36.7 9.8  28.8
18-19

yr. olds

1966 426 o 49.1 58.5 NA 74.0 NA

1967 523 - 50.5 59,7 47.0 74.0 60.1

1968 534 53.3  53.5 61.7 45.6 71.3 57.2

1969 518 43.5 49.8 59.0 52.6 70.9 65.1

20-24

yr. olds

1966 486 15.3 12.3 89.9 NA 90.1 5

1967 480 16.2 18.9 84.876.9 21.9 BJ.

1968 499  18.5 16.3 84.579.0 87.9 8

1969 568 18.1 20.5 78.178.2 85,5 8

1970 664 18.9 18.1 75.169.0 87.9 8

1971 k1 191 21 75.369.5  86.7 7
Nntes: 8,b,c,d See comparable note in Table 1.

.llot avajlable.
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Difference in Emplovment to Population Ratios for Younp White Males ¢
Versus Young Nonwhite Males from Tahle 2
(White Minus Nonwhite)

1967 1968 1969 1970 1971

16-17 year olds

CPS 10.5 - - - -

NLS 5-0 - b - -
18-19 year olds

CcPS 602 1000 502 - ==

NLS 3.1 2.9 2.1 - --
20-24 year olds

CPS 1.1 -205 -1.4 600 4.6

NLS 30 <49 2.7 31 5.2

1f the NLS figures are correct and the CPS figures incorrect, the differences in
employment to population ratios for nonwhite young men and for white young men is
much smaller than is generally believed. Alternatively, ff the CPS figures are
correct and the NLS figures incorrect, studies of the causes and effects of
nonwhite-white differences in employment using the NLS tapes are questionable.
Inspection of other variables in Table 2 reveals that while the CPS yields
wvhite labor force participation rates that are higher in five of nine cases than
the ;ompatable nonvhite rates, the NLS gives nonwhite participation rates which are
typically above the comparable white rate. White-nonwhite differences in percen-
tages in school are larger in the NLS than in the CPS, while differences in unem-
ployment rates tend to be somewhat smaller in the NLS than in the CPS, at least

for younger men, as chown below:

Differenc2s in Unemployment Rates for Younp While Males
Versus Young MNonwhite Males from Table 2
(Nonwhite ¥inus White)

1967 1968 1969 1970 _ 1971

16-17 year olds

CPS 16 04 - — - —
NLS 1101 = - —— —
18-19 year olds
| CPS 11.1 12.8 11.4 - -
| NLS 9.1 5.6 4.4 -— -
20-24 year olds
cps 6.3 26 32 62 3.7
SRR .| ¥ - SE—— Y. 0.3 4.1 7.2 5.2




School Status

How do the differences in work activity between the NLS and CPS va:y by
the school status of the young? Given the differences by age group presented
in Table 2, one would expect greater divergences among those whose major
activity is reported as being in school than among those whose activity is
not being in school. Table 3 presents evidence for the 16-21 year old group
of males for whom the Census publishes data on work activity by school status

which is consistent with this expectation. The table shows three things,

First, NLS-CPS differeances between the employment to population ratios -
and labor force participation rates for young men are greater for those youth

vhose major activity is school thar for others. Employment to population
figures ditfer by 10.9 to 1°.3 points for the in school young men compared to 4.8

to 10.6 points for other young men.

,

Second, mean weeks worked Ior 16-21 year old males are higher by 4.1 to 7.1
veeks in the NLS than in the CPS for those sample members whose major activity
is school and by about 2.6 to 3.4 weeks for the other sample memhers

Third, the direction of differences between the unewployment rates calculated
fromyoung men with the NLS and those calculated with the CPS depends critically
on the major activity of persons.’ For 16-2. veir old males whose major activity
is other than being in schocl, the NLS shows much lower rates of unemployment
than the CPS. For those males whose major activity was school, however, the

NLS shows much higher rates of unemployment than the CPS.
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Tsble 3: Comparison of Rates of School and Labor Force Activity
for Young Men, by Major Activity, 1967, 18-21 Year Clds:

NLS vs. CPS
No. in NLS: b Eio/PopS € . . c . p
o. LS Major Activity Eip/Pep LFR™ Unemployment  Weeks Vcrked
Sample NLS CPS NLS CPS NLS C™S NLS CPS NLS ~PS

TOTAL MALES

Major activit,.

scheol 2284 65.2 64.7  42.8 31.7 52.7 36.5 18.8 13.1 a1.% 17.1

Major sctivity:

other 1248 3.8 35.3 87.8 82.1 92.8 91.3 5.3 10.2 37.1 33.7
WHITE MALES

Major activity:

school 5657 66.3 66.1 43,9 33,0 52.9 37.5 17.0 11.° 22.0 17.9

“ajer activity,

other 786 33,7 33.9 88.6 83.8 92.5 91.6 4.2 8.5 38.0 34.6
NONWHITE MALES

“ajor activity:

school 627 s7.5 55.8 33,9 2.6 510 28.8 337 25.2 17.4  -10.3

<3jor activity: ~

sther bE2 42,8 £4.2 83.7 75.1 94.2 90.1 11.1 18.9 32.4 29.8

aotes: 8,04€9 gae comparable note in Table 1.

kit ey e = T ——, T J

ERIC 20
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Overall, the greater differences in work activity or desired work
activity for those in school suggest that much of the differences between
surveys occur among those who are going to school and are thus most likely to

have a more marginal commitment to the work force.

CPS vs. NLS§72

Table 4 compares the October 1972 rates of work activity for young males
indicated by the National Lor.gitudinal Survey of the Class of 1972 with the
rates for young men indicated by the CPS study of graduates and dropouts
in the class of 1972. The principal finding in the table is that the NLS72,
like the NLS, reports higher employment to population ratios among young males
not enrolled in school than does the CPS, somewhat smaller differences in
emnloyment to population ratios between nonwhite and white young men, <nd much
smaller rates of unemployment for both white and nonwhite male youths. With
respect to labor market activity, the figures based on the NLS72 differ
from the figures based on the CPS data in the same ¢{rection as the NLS-

based estimates differ from the CPS-based estimates.

II1. What Explains the Difference?

There aie three major potential sources of dif‘erences 1n the youth activity
rates reportad in the CPS and those reported in the longitudinal surveys.,
First, the surveys could yield different results because of difierences in

‘espondents--the fact that on the longitudinal surveys youths report their
ERIC 20

wll Toxt Provided by ERIC
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Table 4: Comparison of School and Labor Force Activity
for Young Men, by Race, October 1972: NLS 72 vs.

CPS Survey of the High School Class of 1972

White Youth Nonwhite Youth
NLS728 cps® NL&728 CPSP

1. Percent enrolled in school® 57.6 52.8d 46.7 s2.5 ¢

2. Percent not enrolled 42.4 47.2 53.3 47.5

3. Percent employed of not enrolled 88.0 81.5 78.4 68.0

4. Percent in labor force of not 92.9 91.6 90.2 88.9
enrolled

5. Percent unemployed of not 5.3 11.9 13.9 22,7

enrclled youth

Notes:

aHeyer and Wise, "High School Preparation and Early Labor Force
Participation,” Tasble 1: 'Percent Male Youths in School and Work
Categories, and Labor Force Statistics, by Year and Race, Octoher
of Each Year.'

bU.S. Department of Labor, Bureau of Labor Statistics, Emnloyment

of High School Graduates and Dropouts: October 1972, Snecial
Labor Force Report 155. Table 1: 'College Enrollment and Labhor
Force Status of 1972 High School Graduates, October i972,' p. 27.

cFu11 and part time students.

dEnrolled in college.
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own activity, whercas in the CPS, proxy respondents report what youths do.
Young men report themselves doing relatively more work than proxies

report them coing. They may tend to exaggerate their work time or they
may actually hold jobs unknown to other household members. Whatever

the cause, at least some of the CPS-NLS and CPS-NLS72 differences could
reflect "respondent bias."

Second, the surveys could yield different results because of the differences
in the population covered. The longitudinal surveys may be subject to
selectivity bias due to the unwillingness of some young men to participate,
particularly as time pro:eeds. If the male youths who do not participate
have a lower probability of being employed than thos: who do, the longitudinal
surveys would yield higher employment to population ratios than the CPS.

Third, the differences in work activity estimates across surveys could
also be due to differences in the way in which the surveys are conaucted.

For instance, differences in the extent of relisnce on telephone versus
in-person interviews or differences in the number of times that an individual
is interviewed in a given year could affect the responses yielded by the
various surveys.

Thir section attempts to ascertain the relative importance of each of
these three potentially relevant factors. The main finding is that
a very substantial portion of the CPS~NLS differences in the estimated

probability that a teenage male is emnloyed seems to be explicable by the fact

that the CPS relies primarily on proxy responses while the NLS does not.
3

Respondent Bias

The fhost direct way of e¢valuatins the extent to which "proxy-respondent
bias" contributes to the CPS and longitudinal survey differences in rates of
school and labor force activity among young males is to compare the self-

reported labor force gactivityof young men with the activity reported for them
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by other household members. If some of the differences 4n results with the
CP5 and longitudinal aurvey;rare due to resnondent bias, then we would exnect to finu
males giving self-responses which indicate more employment “han do the
proxy-responses that are given by their parents. The information needed

for this type of experiment was collected in the NLS; to save on eamplingh
cost, the survey queried more thar one member of a substantial number of
families. In particular, both sothers and sons were asked about the work
activity and enrollment of the sons. Thus, with these data it was pussible

to develop a matched sample for comparing thbe act!vity revorted by a young man
with the activity ascribed to the youngster by his mother, the most likely
proxy-respondent. We used the family record numbers on ¢he tapes to create

a matched file of this nature; it contains information on 1,541 mother-son
pairs in 1966, 1,094 pairs in 1968, and 734 pairs in 1970. While the mothers

were not asked the labor force status of their sons at a moment in time,

they were asked:

-

In all how meny weeks did . . . work either full or part time

(not counting work arcund the house)?

vhich is comparable to the weeks worked question on the young men's survey.

Weeks Worked Comparisons

A comparison with NLS data of the weeks worked by a group of young men as
reported by their mothers and by themselves must be done carefully because of modest
differences in the time period to which the relevant questions relate. As
indicated Below. mature women were asked about the activity of their sons
over a calendar year while their sons were asked about their own activity over

a slightly different period, covering the 12 months prior to the survey.




Approximate month Weeks worked of young

Respondents of year intervicwed men relates to

mature women May, 1967 1966 (Jan. '66-Dec. '66)

young men Nov., 1966 past 12 months (approximately
Dec. '65 - Nov. '66)

mature women May; 1969 1968 (Jan. '68-Dec. '68)

young men Nov., -1969 past 12 months (aporoximately
Dec. '68 - Nov. '69)

I1f, as seems reasonable, youth work activity increases over time, the one-
wonth difference in period covered should, 1f anything, i=ad to higher rates
of activity reported by mothers than by sons, as the mothers' reference period
is one month or more later in time than the sons'. Since this potential problem
operztes to reduce the estimated impact of respondent bias, we ignore it<in the
ensuing analysis. )

Table 5 presents the basic results of the comparison of self-reported
and mother-reported weeks worked of young men on the matched file. Only those
observations for which datavecre available from both mother and son were used
Line 1 records the number of sons in the sample. The second line gives the dis-
tribution of weeks worked reported by mothers and sons, including a "missing"
category. The mean weeks worked for all responses and for mother-son pairs with
no missing values is given in line 3.

Uh;t stands out in the table is the markedly lower rates of work activity
among young men indicated by the mother proxy-responses than by the son self-
responses; the differences in mean weeks worked vary from 4.2 to 6.5 a;eks
depending on the year and age group (or from 14 to 27 percent of the mean:of

sons self-reported weeks worked). For 16-37 year olds, the figures differ

by 5.6 to 6.5 weeks, for 18-19 year olds and 20-24 year olds thev differ by 4.2 to .4

wveeks.

2l
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Table 5: Compnrison of Weeks Worked Reported by Sons and Mothers: National Longitudinal Survov
1966 and 1968%
Age: 16-17 18-19 20-24
1966 1966 1966
) Respondent: Mother Son Mother Son Mother €on
1. Sample size(sons)® 1250 1250 430 &30 152 152
2. Distribution cf Weeks Worked
ni.ginz 16.5 0.3 8.2 n.0 11.7 n.9
0 36.3 27.9 14.8 7.0 11.3 4.2
1-13 .25.2 27.4 33.6 2.6 28.9 23,9
14-26 8.8 17.0 15.3 23.6 1.7 19.2
27-3y 2.2 6.7 6.1 10.2 4.8 1.7
40-47 1.6 3.4 2.2 s5.7 4.2 7.7
48-49 0.2 1.7 1.9 3.3 2.0 4.8
§0-52 9.2 14.7 17.8 25.6 25.3  28.5
3. Mean Weeks gorked‘oairh
observations missing . N
+ relevant information 12.1 17.7 21.2 27.6 26.4 30.6
deleted)
Age: 16-17 18-19 20-24
1968 1968
Respondent : Motner Son Mother Son Mother Son
1. Sample Sizeisons)? 523 603 610 €19 282 282
2. Distribution of Weeks Worked )
o
missing 3 3.0 3.1 7.0 5.3 -11.8
0 3C.5 1.4 :
1-13 262 13. 15.6 814 14,2 5.4
“ . 29,1 " 30.9 23.0 20.4 14.7°
14-26 14.4 16.5 :
27-39 37 . 15.1 16,1 17.6 15.6
- 1.6 9.3 8.1 5.0 9.0
4L0-47 2.3 7.5 3.5 : *: *
— 0.3 * - 8.0 4.1 9.1 M
48-49 3.3
5052 17.2 : 1.3 4.8 2.3 3.8
19.6 21.2 24.6 30.3 “"39.6
3. Meaaneeks Worked (with
obs¢rvations missing
relevant information 17.5 24.0 22.9 28.4 27.4 33.1
deleted)
.
Notes:
8 14 NLS .gtiu.:e;prasentedin this table are weiszhted averazes. The weighting- schene

wirich males tue NLS figures more coiperable to tlicse from the C?5, is described on pp. 8 anﬁ 10

bThe sample sizes given are before weighting for age.

Year.

For example, the samnle of sixtesn to
sc¢venteen year olds includes all those males aged fifteen to seve;teen in april of the given
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To what extent can the d{fferenccs in wecks worked between mothers
and sons explain the difference; in wecks worked between the NLS and CPS?
The following table presents the data frcm tables 4 and 5 desi~ned to answer

this ques’ion:

Comparison of Differences in Mcan Weeks Worked as

Reported by the NLS and the CPS and by the NLS Mother-Son Matched File .
1) (2)
Difference in Difference in
Mean Weeks Worked Mean Weeks Worked
(NLS-CPS) __(Song-Mothers)

16-17 year olds
1966 4.1 5.6

18-19 year olds’

1966 4,8 6.4
1968 4.8 5.5
average 4.8 6.0
20-24 vear olds

1966 1.1 4,2
1968 4.4 5.7
average 2.8 5.0°

According to these calculations, the difference in mother-son renorting could
easily explain the divergence between weeks worked reported in the NLS and in the
CPS and indeed tends to "overexplain" the differences. The anomolou; over-
explanation could be rationalized by the fact that the mother-son differences in

Table 5 relate only to those males living at home, while the CPS-NLS differences in

Table 1 relate to all males. By the respondent bias hypothesis, differences

between the CPS and NLS arise when a proxy reports a young male's status

on the CPS and the individual reports his status on the NI.S. For males not

living in their paren:s' home, we would expect smaller differences in rates
of activity between the surveys than are found for young men living at home.
Ore would expect that overexplanation would be more prevalent for older

males in the sample since they are less likely to 1live at home. Indeed, our

2;3
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results show that for 20~24 year old males, roughly half of whom reside

outside their parents’ home, the overexplanation is'substantially larger

than foc the younger males;

This argument suggests that we tabulate weeks worked for 20-24 year old males
vho are unmarried heads ot households and for those who are not heads of
households and use the resultant figures to reestimate the effect of respon-
dent bias on the CPS-NLS difference. The former group will presumably give

self-responses in bo*h the CPS and NLS. The latter gsoup will tend to have ‘

the mother as proxy-respondent for the CPS. 1In the tabulation below

NLS observations have been weighted (using the weighting procedure describeé on pageg
8 and 10), so that (ILS interviewee ages are comparable to those in the CPS. MNowever,
the Census weeks worked figures relate to the preceding calendar yearA(January
1968-December 1968) while the NLS figures relate to the fwe}ve months prior to
interview { arproximaéely December 1967-November 1968). Thus, the-e is one month dif-

difference in the time span to whick the question pertains. Resolution of this probler

has been ignored in tabulation below:

Mean Weeks Worked from Mean Weeks Vorked in Difference .
Dec. 67 - Nov. 68; 1968 1968; March 1969 CPS 1n mean
NLS 20-24 year old males 20-24 year old males Weeks Worked

Unmarried Heads 41.1 37.3 5.8

liot Heads 33.9 28.8 5.1

As expected, the difference for unmarried heads is much smaller than

that for young men who are not heads.

Matrix of Responses

Analysis of the differences in responses between mothers and sons is

pursued further in Table 6, which cross-classifies the weeks worked by the

211 o
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son as reported by the mother with the son's weeks worked as reported by the

son. Each element “n the matrix gives the percentage of mother-son pairs

reporting a given pair of yeeks-worked values. If there were perfect agreement

between mothers and‘sons. all of the elements of the matrix would fall
along the main diagonal and would equal 100. (If there were no relation
between the weeks worked reported by mothers and sons, all

‘columns would be identical.) While there is

a definite concentration at or near the diagonals, a very large proportion
of the sgample lie off the diagonal: only 63 percent of mothers whose

sons self-report working 0 weeks last year also report their sons as
working 0 weeks; only 41 5 percent of mothers whose sons report themselves

as working 52 weeks report their sons in that category, and so forth.

The divergences provide evidence of potentially large response bias
and measurement error in the weeks worked datd, which supports the respondent
bias hypothesis. In addition, they suggest the value of a detailed analysis
of why some mother-son pairs are in agreement and oth2rs are not, 4 quéstiou

which we address to some extent in this section.

Emnl;xment Activity of Heads vs. Others
' If respondent bias is the major cause of the differences in the labor force
1 activity rates of young males implied by the NLS and CPS, one would expect only
negligible survey differences for young males whc are themselves unrarried heads
of households. The activity of these persons in the CPS is more likely to be
reported by the individual himself than by othexs, raiing the results from the (TS
more likely to be consistent with those from the NLS.
To ﬁcat this inplication of thc;respondcnt bias hypotheeis, thc rates

uf labor force activity of 20-24 year old males who are unmarried

heads of households and those who are not heéds of households were

tabulated for 1969 with the NLS and CPS tapes. The results of the

calculations, shown in Table 7, yield a striking conclusion: for 20-24

. - 215




Percent of Sons Reporting Weeks Worked

Tehle 6:

Number of Sons

k‘
Comparison of Weeks Worked Reported

£

by Mothers and their Sons; 1966 NLS Data for Males Aged 16-26a

Percent of Mothers Reportini Weeks Worked

Weeks Worked Reporting 0 1-13 14-26 27-39 40-47  48-49 50-52 - Miasin& Total
0 327 ' 63.0  11.n 2.5 .3 A .3 9 21.6 17,0

1-13 405 0.4 40,5 8.4 1.0 -- - 3.5 6.3 100.n
14-26 295 16.3 ~38.3 17.3 5.4 2.4 .3 7.5 12.5 1.0
27-39 121 /9.0 28.1 17.4 8.3 3.3 - 12.4 11.4 109.0

' 47 67 /e 284 14.9 7.5 9.0 1.5 13.4 10.4 1m0
489 3 )/ 2.3 13.9 13.9 5.6 5.6 8.3 41,7 8.3 1.1
50-492 287 13.2  16.4 11.5 4.2 .5 2.1 41.5 7.7 1M.0
Total 1541~ 29.2  27.3 10.6 3.2 1.9 .8 12.8 14.2  1mM.n
Missing //;/ ) 33.3 66.7 - - - - - - 100.0

- €8T ~

>'Note:
As of April 1, 1?66.
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— year old unmarried hcads of housci.olds there are no ef fective differences

in the ratio of employment to population or in the rate of lahor force
participation, whereas for comparable individuals who are not heads

there are sizeable differences. It appears that the bulk of the differentials
reported earlier is attributable to those whose status is self-reported

in the NLS but likely to be reported by the mother in the CPS.

In sum, there appears to be considcrable support in the data for
the hypothesis that much of the NLS-CPS difference shown in scction I

is attributable tc respondent biag.

Differences in Samples and Methods

Since detailed information on persons designated to be included
in the NLS or in the CPS who were not represented is miseing, it is difficult
to assess accurately the importance of sarnple differences in explaining the

observed differences in the employment experience of young men. However, an

examination of thgnNLS*and‘CPS sampling procedures and the characteristics

,e»’"ﬁf'their samples yields some insights into the possible magnitude of

e

sample survey bias.

We examine first the sampling procedures. One major difference between

the CPS and NLS cethodg i{g that the Zormer uses a ope stage ecreeeing procedure
to obtain households for surveying, whereas the latter used a two stage procedure.
During the first stage of the NLS process, each of the four NLS sauples (' young

‘ men aged 14-24, young women aged 14-2{, women aged 30-44, and men aged 45-59)

vas designated to represent the civilian noninstitutional population of the
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Table 7: Comparison of Labor Force Ratas by
Household Status of Men Aged 20-24"

National Current Difference bectweon
Longitudinal Population NLS Fallsg and
Survey Suvrvey CPS March 69
Fall 1908 March 1969
Unra-ried Heads
Employment/Population 82.7 83.0 -0.3
Labor Force Participation 83.9 84.9 -1.0
umploymt(m) 302. ‘03 “1.1
Out of Labor Force 9.7 9.3 0.4
Major Activity is Being
in School
Not Heads
Eaploysent/Population 66.1 61.9 5.1
Labor Force Participation 68.3 63.0 5.3
Unemployment 4.7 5.5 -0.8
Out of Labor Force 22.1 26.2 ~4.1

Major Activity is -
Being in School

Note:

a. Although the NLS observations were weighted im accordance-with age to Facilitate com-
parability between the CPS and the NLS -estisates (see vapgs ‘S and 10), “there is still s
difference between the two sets of figures. . Both sets of data refar to the survey week
The NLS, ,however, takes place in November wvhile the CPS is administered in “arch. Thus,
there is approximately a four monta difference in the period referred to by the HLS
and the CPS under anaiysis. 7he figures in the table were based on weighted
counts with the CPS March 1969 microdata and NLS microdata.
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United States. An initial group of 42,000 households from the primary sampling
units of the Ccnsus was selected by the NLS; a sample of this size was

drawn go that no age-sex-color group would be underrcpresented. The 42,000
households were screened by interviews conducted in March and April of

1966, and adequate numbers of .each age-sex-color group were identified for

each of the four NLS samples.

In the fall of 1966, however, a second stage of screening was under-

taken to insure thai during the months since Anril. the sampie size for

young men had not become inadequate due to the mobility of male youths.
" From these two screenings, 5,713 young men were designated to be interviewed; 1

of these 5,225 were actually interviewed, giving a non-interview rate of
10
8.6 percent, By contrast the non-interview rate on the CPS is considerably

lower, ranging from 4.1 to 4.4 percent annually in the 1974-1976 period.ll

If the employment to population ratio for noninterviewees (those

designated to be interviewed who vere not) in the NLS is less than for

"Trftef;zieﬁeee:s[,z and i;: th; employment to population ratio for young males

] in noninterviewee CPS families is less than for young men in the interviewee
families by the same amount, the differential noninterviewee rates in the
NLS and the CPS that were observed would cause the estimated NLS employment
&0 population ratio to be higher than the estimated CPS ratio;

this would explsin part of the difference in employment to population ratios
between the NLS and CPS. 1f, because

the CPS 1s based on proxy as opposed to self responses, the employment
to population ratio for young males in noninterviewee CPS families ig
closer to the rate in interviewee families than the NLS non-
interviewee rate is to the NLS interviewee rate, then the higher NLS

noninterviewee rate might account for an even larger proportion of the
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NLS-CPS young male cmployment to population ratio differcntial. In the absence

of informition on the employment of noninterviewees, only the crudest
estimates of the magnitude of the effects can be made.
The calculations that can be made do, however, indicate that noninterviewee
bias most likely cannot explain a major fraction of the observed differences
in the NLS and CPS employment to population ratios for young men. Under
the totally unrealistic assumption that absolutely none of the NLS non-

{interviewees worked and the assumption that young men in nonintervievze

CPS families have the same employment to population ratio as do those in interviewee

CPS families, there are still substantial differences in the NLS and CPS
young male employment to population tatios to be explained: a 7.1 percentage
éoint differential for 16-17 year olds in 1966 and a 3.8 percentage point
Gifferential for 18-19 year olds in the same year. Under the seemingly more
realistic assumption that tiie NLS noninterviewees worked only half as much
as the NLS interviewees, the comparable differentials are 9.1 and 6.6
_percentage points. Thus noninterviewee bias could only account for a part of the
11.2 and 9.3 percentage point differentials for 16-17 and 18-19 year old males

in 1966 shown in table 1.

In the NLS72, 21,350 of 23,451 students responded to the first follow-
up survey, giving a noninterview rate of 9.0 percent, which is comparable
to the NIS tate.nAs argued above in discussing samnle bias with the NLS,
this noninterview rate could also explain some, but certainly not all of the
differences between the surveys. } : -
An alternative method for assessing iuportant sample differences 1s to
-compare ;hé non-work éhata?tetistics of the samples. The NLS two-stage
screening process described above was specifically designed to compensate
for the high mobility of young men. It seems that young men who passed
through this double screcn would be more stable than those
selected through a single screening process (sach as that found in the CPS).

.f the NLS sample does have a larger fraction of young persons with stable

22}

~ A
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characteristics, then we would expect some of the estimated differences in
employment to population ratios to be attributable to characteris:ics
of the sample respondents.

Information on the household status of individuals in the NLS and CPS
suggests that the surveys' samples 1nc1u4e similar fractions of high-
propensity-to-work individuals. In the CPS 46 percent of 20-24 year old men
are heads of households; in the NLS 48 percent of the comparable group are
heads, a negligible 2 percentage pointkdifference. If the CPS heads-others
difference in employment to population ratios gfven in Table 7
is assumed valid, the 2 percentage point difference in the relative
importance of heads and others implies 2 .57 (=28.3 x .02) point

NLS~CPS differential in thelgzgyallaragipsf ;f the NLS_heads-others

B - et e s

’difference in employment to population ratios given in Table 7 is used,
the 2 percentage point difference translates into a .47 (=23.6 x .N2)
point differential. By contrast, the difference in the employment to
population ratio for others in the table predicts about a 3.9 point

differential nu .atter which estimate of tue —atio of of:ers to others plus heads

" 18 used. Thus, sample differences appear to account for a relatively tiny

fraction of the NLS-CPS difference in employment to population ratios.

There are two other potentially important differences in the way the NLS
and CPS surveys are carried out. These invulve the rotation pattern and the
method of interview,

Under the CPS, a respondent will appear in a survey for four months, be
dropped for eight months, interviewed for another four months, and then be

dropped permanently. During any month, one-eighth of the sample will be inter~

200
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viewed for the first time, one-eighth for the secénd time, and so on. Under
the NLS, the same young male sample group is interviewed once each year for
the duration of the survey.

The other difference concerns interview technique. The CPS primarily
uses telephone interviews to collect its data. The NLS data on young persons
(fo. the time periods discussed in this study) were gathered using face to
face interviews ne~rly exclusively.

It is 1likely that these two differences in survey methods will lead
to a difference in the employment to popviation ratios observed between the

NLS and CPS. This contention is supported by analyses of the National Crime

Survey (NCS) currently being conducted by R. Lerman and H. Woltman. 14

The NCS survevs 14,000 households each month. A“tqfa{49§)72;009w R

_ —* R

’ggﬁgeboids are selented fér interview over a three year period. ThevAare
{ntervieved one mnnth, left out of the sample‘for five months, interviewed again,
left out for another five months, and so on for the three vear period.

There are two other important characteristics éf the NCS. First, more
than 90 percent of the survey responses are‘self—feported, which makes the NCS
similar to the NLS and NLS7% Second, about 80 percent of the NCS interviews
are personal 1nterv;ews, in contrast to the CPS in which the majority of inter-
views are done by telephone. Therefore, the most important differences between

the NCS and CPS are that the NCS is self-response as opposed to proxy-refponse

'8 based primarily on personal rather than telephone interviews, and uses &

a rotation pattern under which sample merbers are never surveyed two months

in a row. In all these respects, the NCS methodology is similar to the

NLS methodology.

ERIC - . 223
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1n analyzing the NCS data, Lerman looks separately at young persons

broken down by age, race, and sex.  His age groups are 16-17 year olds,

18-19 year olds, 20-21 year olds, and 22-24 year olds. Lerman's tabulations

reveal that the employment to population ratios among young males (especially

nonwhites) based on the NCS are significantly higher than those derived

wvith the CPS. However, the Lerman employment to population rates for YOUﬂé

fetales show substantially smaller differences than those observed for males.

In fact, for Lerman's largest group of females (wvhite females aged 22-24), the CP$S

einployment to pOpulation~ratio is higher than it is with the NCS. These findines

suggest somewhat different patterns of response bias for women than for men.
Woltman examined samples of people who were coming into the NCS or

CPS for the first time. He limited his sample to in-coming survey members

in an effort to control for potentialAdifferences in rates caused by differences

— —-in the surveys' rotations and in the extent to which the surveys relv uron telenhone .

and personal interviews. This could be accomplished since in both surveys
the first interview conducted with a sample member is done in person.

Woltman did his calculations for two age grouns (16-19 year olds and 20-24
year olds) but did not cross-classify individuals by age and either race or sex.
He found virtually identical employment to population ratiop for each age
group for new uembers of the NCS and new members of the CPS. Part of
Woltman's result can be explained by the fact that he, unlike Lerman and
us, Aid not focus just on young maies, since, acccrdine to Lermar's analvses,
there appear to be much smaller and even differently signed differentials
for young females. Nevertheless, it is unlikely that this fact can fully
explain the Woltman findings. Thie leads us to believe that the nature éf
a survey's rotation pattern and its reliance on personal versus telephone
interviews affects the estimates that {t obtains of the employment to

population ratios for young males. The numbers derived by Lerman and Woltnan

do not appear to rcfute our belfef that the ey factor cauaing d4fferences




- 191 -
in the employment to population ratios among young males estimates with various
suzveys is whether or not the surveys relied on self-responses as opposed to

proxy-responses. They do, however, underscore the need for more data collection

and analysis concerning the issue at hand.

1v. Future Research

ihe_finding that much of the cross-survey differences in reported male youth
work activity depends'on the way in which these surveys are conducted raises many
important questions. What factors explain the differences in the responses that
young maleq give concerning their work activity and the responses tha£ proxies
give about the work activity of these youths? What additional res€arch is needed
to confirm or disconfirm the {espondent bias thothesis? How can we discover

vhether young persons or their parents are providing more accurate information on

actual activity? What should be done to improve our data base?

Y

-~

Vhy rengnses differ

There are two basic reasons for expecting differences between self-reported
work activ}ty and proxy-reported work activity: first, differences in knowledge
-of ;he‘fnCts; second, differences in the accuracy of reporting a given set of
facts, possibly for reasons of self-esteen.

“u< NLS matched mother-son file can be used to analyze the factors which
affect the mpther's report of son's weeks worked. To do this, we
ran regressions of the son's weeks worked as reported by his
mother in 1966 on the seemingly relevent and available characteristics
of the son, his mother, and their household. The estimated coefficients for 1966
of the most complete equation fit and the mean and standard deviation.of each of

the model’s variables are given in Table 8. These figures indicate geveral interesting
o

results.
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as Reported by Mother, 1966 NLS Data for Male

(M= 474)
D
o . : Son's weeks worked
’ Mean
Independent Variables: (s.D.)

Reported by Son

son's weeks worked

<

son's enrollment status
(in school = 1)

son's_usual hours worked per week -

.~

son’s hourly wage in
current or ldst job

. a
son's age
son's race
(nonwhite = 1)

Keported by Mother
mother's weeks workd

mother's usual hours worked
per week .

mother's education
;unber in household

1966 family income
(in thousands of dollars)

r2

®As of April 1, 1966.

25.10
(18,73)

.723
(.442)

28,52
(17.49)

1.370 .
(.853)

17.41
(1.680)

418
( .494)
24.22
(23.33)

22,16
(19.79)

10.12
(2.737)

5.97
(2.517)

8.659
(6.008)

ependent Variable:
in 1966 reported b

-

s Aged 16-242

Ccefficient®

.576
(.040)

-2- 634’
(1.754)

.076
(.043)
-.541

(.946)

207
(.461)

(1.587)
.008
(.052)

.031
(.060)

0096
(.285)

~.367
(.300)

000
(.000)

.393

bThe mean (5.D.) of the dependent variable is 19.61 (18.75).

cA constant wvag included”in the regression estimated.

226
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First, the coefficient relating the young males' weeks worked reported
by mothers to the weeks worked reported by sons is markedly lesslthan 1. While
increases in sons' reported weeks worked raise mothers' reported weeks worked, the
effect 1s just .6 weeks for every 1 week increase reported by sons. Thus, the

_absolute difference in weeks worked grows with weeks worked.

Second, the race of the family affects the number of weeks worked the
mokher reports for her son. The mother tends to report a much smaller number
of weeks worked for the son if the family is nonwhite. The minus 2.8 weeks
etﬁg;;}of race is a 157 difference in weeks worked at the mean of the sample.

Third, son's enrollment status has a large negative (though insignificant)
effect on his mother's proxy-response: 1if the son is enrnlled in school the
mother's reported respouse will be much‘smaller than if he 1s not enrolled.

‘ Fourth the mean of the son's reported usual weekly hours worked is
large (28.5), indicating that our typical young male labor force member uith
a job is working more than just a couple of hours a day; the estimated coeffi=
cient of this variable is positive (but insignficant).

In contrast, family income has no partial relationship to the number of weeks

;orked reported by a mother for her son. Neither do
a mother's educational background, her current labor market status, and the
size of her household seem to be partially related to her mroxy-response.

Overall, the principal finding is that the divergence between se)f- and
proxy-responses appears to be larger for youths. whose attachment to the labor
force is weaker while, except for race, the demographic characteristics of

{ndividuals does not greatly affect the divergence.

227
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Improving the data base

The cross-survey differences in rates of young male work activity reported in
this study suggest that the magnitude, let alone nature, of youth joblessness is
known with less certainty than is currently believed. If the estimatesyfrom .
relevant surveys other than the CPS are correct, more young males hold Jobs than is
repdited in governmeﬁt;atatistica, and some aspects of the youth joblessness problem
are exaggerated. If the CPS data areicorrect, analyses of youth jobiessness based
on the longitudinal surveys could be seriously flawed. Because valid scientific
analysis and pnlicy prescription require data which accurately deal with the
issue at hand, improvihg our information about what youth in our soclety are
actually doing should be a top priority for those concerned with the youth
Jnemployment problem; In this section we offer some suggestions about
ways id which improvements might be made.

ﬂirst. it 1s important to obtain better estimatzs of the extent to which
relpo;dent bias affects estimates of the work activity of the youn_;. While useful;
Qur analyses of the matched mother-son NLS sample suffer from various problems,
as described earlier, and should be corroborated (or disproved) with actual CPS-
deriIed data. We recommend that the Bureau of the Census survey youths whot;e”1

families are included in the CPS and compare the youths' celf—reported\

porg;activity to that reported by proxy respondents. If such a study sub-
stantiates our findings, it will be necessary to devise new methods of ob-
taining information about youth work activities, either through new

questions designed to elicit more accurate information about the employment
of the young, or through CPS

supplements answered by the young (and other relevant individuals) themselves.
Whatever approach is taken, the Bureiu of the Census ghould undertake a

major analysis of the responsent bias problem as it relates to youth.

- Second, a substantial effort ghould be devoted to determining whether gelf-

Q — T 2?;3‘
( ’
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reported or proxy-reported youth work activity rates are more accurate. This can
be done by requesting information on the putative employer of the youth and
verifying the reported job with the’employer. rSuch an analysis would go far
beyond what we have been able to do in this study and significantly improve our
knowledge of Bési; labor force activity. Tous, we recommend that the Burcau of
the Censu§ requéhi)names of employers from young persons, particularly those
reporting‘employwent when a8 proxy-respondent does not report the youth with a
job and attempt to verify ghe position of the youth.

. Thiéd, we believe thag»serious attention should be given to the development
of ent{rely new questions and concepts forxanaiycie of tpe activity of youth
(and others who are not typically heads of households). The current set of CPS

questions were developed if large measﬁre to determine the employment status of

_adult heads of houscholds and are:;ot wéll—ﬁuited toward understanding the

economic problems of youih.- Cu;rent CPS questions provide very little information

on the activities of jobless persons .0 are cut of aciodl, essentially cefinina their
status negatively: they are not employed and not in school. What is needed is «

set of questions evaluating what these people do with their time, possibly

oriented in part toward whether their current activity is likely to increase or

-

decrease their chances fo} employment in ensuing periods. We recommend that the

.

Bureau of the Census exreriment with neu sets of cuestions to find out what nersons are
doing who are out of school and not errloyed.  Such questions should seck to determine the
way_in which time is allocated by the young (and others in this state) between

unpaid work in the home, part-time school.'"Ioafing,"‘and so forth., It 1s difficult

to understand the problems faced .by the not-employed, not-enrolled youne
persoh when we have so little information about what they are doing. What
{s needed, we wieh to stress, is not additional questions designed to
differentiate discouraged from other young workers on the basis of possible
vork plans, but rather objective information on what people actually do

vhen they are not employed and not in school.
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Bagically, we believe that to adequately deal with new economic

problems like youth joblessness we nced new data. The payoff from obtaining
wore infcrmration about what teenagers are really doing and why they are

really doing it will most likely be extremely high. -

-

Qi1
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Footnotes

1

The divergence between youth labor market conditions as depicted in the NLS
and the CPS was noted in the important study by Borus, Mott and Nestel. An

“earlier but much less complete discussion of the phenomenon is found in Parnes.
For an in-depth discussion of the CPS see Hanson.

k|
“This information was gathered ini1a telephone conversation with Paul Flaim
.of the Bureau of Labor Statistics. .

JA
4 U.S. Bureau of Labor Statistics, BLS Handbook of Methods, Bulletin 1910.

H

5
For an in-depth discussion of the NLS see Ohio State University.

6
Another difference, pointed out by Borus et al., exists between the 1966 CPS
and NLS. The NLS adopted changes in the definitions of employment and un-

employment in 1966 which were not adopted by the CPS until 1967.

7
For a discussion of the NLS72 survey see U.S. Department of Health, Education

and Welfare. i

8
This information was gathered in & telephone conversation with Gilbert Nestel

of Ohio State University.

9 -
Another possible source of discrepancy exists because mothers are interviewed
about their son's activity from four to six months after the end of the refercvnce
period. Sons, however, are interviewed immediately after the reference

period. The direction of the bias introduced by this discrepancy is unclear.

10
These data were calculated with NLS tapes.

u See Hanson, p. 23. for a discussion.

12g.e Borus et al., p. 18 for more information.

)}
3These figures were derived from data in Levinsohn et al.

ll,
"his discussion is based on telephone conversations with Robert Lerman and

Henry Woltman and on a memorandum by Woltman.
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Time Series Changes in Youth Joblessness
Michael L. Wachter
Choongsoo Kim
Introduction

Youth unemployment has increased over the past two decades
in absolute terms relative to prime-age male unemployment. More
recently the unemploymant rates for most youth groups have begun
to level off and move in parallel with prime-age male unemployment
rates. This is especially true for white males,

Explaining these developments in a statistical sense presents
major problems. First, the underlying developments appear to be
due to economic-demographic swings of intermediate-run duration.
Hence, the length of the time series Qata base is woefully short.
Second, many of the most interesting and potentially important
explanatory variables, such as government peclicy variables, have
major measurement problems.

Our view stresses the role of "cohort overcrowding®™ which
results from an imbalance between younger and older workers. The
model is based on two central assumptions. The *irst is that
younger and older workers are imperfect substitutes for each other.
The main difference between them reflects théir relative amounts
of specific training. Given the "putty-clay” nature of physical
and human capital and the transient nature of the cohort bulge,
the economy's adjustment process may be slow and incomplete. 1In
the short-run,elasticities of substitution are relatively low so
that large relative wage adjustments can occur,

The second is that aspiration levels or desired standards of
living are formed-when the younger workers are living with their

parents. This is an endogenous taste or habit formation model
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where past living standards influence current desired standards.
In addition, young families are assumed to treat their desired
standard of living as a necessity. Hence, in the event of lower
wage levels, families will increase the number of workers and/or
hours worked. The increase in labor force participation rates of
the young wcrkers can thus be traced directly to the population
demographics. In éééition, the induced change in participation
rates serves to aggrava*te the existing oversupply problem of
younger workers, further driving down relative wages.

As relative wages fall for the oversized cohort, institutional
constraints, such as government transfer programs, minimum wage
levels, etc., become relevant and cause an increase in unemployment
rates as well as or instead of the increase in participation rates.
If the wnemployment effects are large enough, employment may
actually decline.

Although some previous studies have attempted to isolate the
effects of government programs, for example minimum wage legis-
lation and manpower programs, data problems make this task almost —
impossible. Besides the data problems, there are important con-
ceptual problems as well. The government's social welfare pack-
age, whether intentional or not, is an incegrated program. The
parameters of the various programs tend to change together
reflecting common political pressures and the need to complement
each other An example is the parallel increase in minimum wage

coverage and government transfer payments (in relative terms)
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during the lat; 1960's. Since almost all studies concentrate
on one government program at a time, théy miss these crucial
interrelationships and, hence, attribute too much to the single
program under study. We also find that “"relative wages” have
some explanatory power, but cannot separate minimum vage from
government transfer effects. 1In addition, attempts to include
direct job creation effects invariably yield the wrong sign,

Our empirical work focuses on two approaches. The first
attempts to measure unemployment in different ways by altering
the numerator and/or the denominator of the unemployment rate
term. For example, we argue that the variable which is closest
to the traditional measure of unemployment would give school at-
tendence equal status with employment. Hence, the numerator would
exclude those who were unemployed and whose primary activity was
school and the denominator would include all of those who were in
‘sctool. The second approach focuses on disaggregating _youth acti-
Vvities into four categories - unemployment, employment, school;
an! a residual (all as a ratio to the population) for each of the
age-sex-race groups. Equations are then estimated using the same
exrlanatory variables and adding the constraint that the four ratios
sum to unity.

Since black males pose a particular problem, we concentrate

somewhat on the deterioration in the unemployment and employment

retios of this group relative to other youth groups. Why should

this group suffer a deterioration in labor market position rela-

©

to other youth groups, including black females?

-.
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The paper is organized in the following manner: Section I
presents‘the basic model of cohort overcrowding. Section II
provides the basic age-sex-race youth unemployment equation.
Section III analyzes alternative measures of youth unemployment.
Section 1V provides the justification and estimates for our
four activity equation system. Section V analyzes the puzzle of

the deteriorating labor market position of black males, age

16-24.
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I. The Basic Model of Cohort Overcrowding

A. The Underlying Workings of the Model

In some earlier work by the authors and others, the youth
unemployment problem was explained in the context of & broader
economic~-demographic model.1 The basis of the model is a "cchort
overcrowding” effect which results from an imbalance between
younger and older workers. 'We shall utilize this approach to
explore the developments in youth unemployment over +he past fif-
teen years. It was during this period that the baby boom cohort
was passing through the 16-24 age category.

This type of model can generate cyclical swings of inter-
mediate length in unemployment rates. A fertility increase in
generation t causes a large cchort of entry level workers in t + 1.
In the short-run, elasticities of substitution are relatively
low so that large relative wage adjustments occur. This deterio-
ratiorn in the income potential of young people causes a decline
in fertility and family formation rates and an increase in the
labor force participation rates of secondary workers. The
increase in young workers' labor force participation rates can
thus be traced directly to the population demographics. 1In
addition, the induced change iﬁ participation rates serves to
aggravate the existing oversupply problem of younger workers.2

As relative wages fall for the oversized cohort, institutional
constf;ints become relevant and cause an increase in unemployment

rates as well as or instead of the increase in participation rates.

200




- 205 -

If the unemployment effects are larce enough, employment may
actua}ly decline.

The institutional constraints which cause unemployment
can exist on both the demand and supply side of the market. For
example, since minimum wage levels are informally indexed on
average economy wide wages, a decline in the relative wage for
youth may cause the. market clearing wage to fall below the mini-
mum wage. Youth, of course, form a heterogeneous skill group
with a wage distribution rather than a single wage. The decline
of the relative wage, in this case, causes an adverse shift in
the distribution of Wwages. Th;t is, the probability of any
Jouth having a skill and associated wage level that falls below
the minimum wage is increased by the demographic overcrowding.

On the supply side, a different institutional factor is
operating but with a similar pgtential result. In both neo-
classical labor supply literature as well as institutional

- _literature, workers are viewed as having a reservation wage; when
market wages are %elow that reservation wage, individuals choose
not to work. The ne?classicai theory tends to specify a contin-
u§us trade-of f between hours of work and wage rates. It is only
at the corner of the indifference map that the wage rate is

sufficiently low so that individuals will offer zero hours of

work. The likelihood of a corner solution is increased by the

axistence of public assistance and government transfers in general.

These programs have high implicit tax rates. Indeed, it is

generally acknowledged that the eligible poverty population

-

23y
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for these prograns face higher implicit marginal tax rates than
do the wealthiest individuals. The result of these programs is
to considerably flatten the budget constraint.3
The likelihood of a corner solution is also determined by
the mechanism through which individuals form their reservation
-wage. Specifically, individuals' attitudes towards an acceétable
. wage are determined by wages paid elsewhere in the economy. Of
particular importance in defining the indifference map, or "taste”
for work is the minimum income level dictated by the government
social welfare programs and minimum wage lays. These programs
;ignal what constitutes an acceptable mirnimum wage to the voting
public and policymakers. That is, gnvernment programs :lmost
certainly influence the shape of the indifference map as they
alter the budget constraint. A liberalization of benefits shifts
both the indifference map and the budget constraint toward the

. 4
corner solution of zero work.

It should be noted that the fluctuations in unemployment

discussed in this model, are solely related to changés in the
equilibrium rate of unemployment. Cyclical unemployment may be

positive or negative in the short-run. But the above demographic

cycle is an intermediate swing and averages out the peaks and

troughs of the short-run husiness cycle,

B. A Simple Expositional Model5

The major factors that we use in our empirical work can be

captured in a simple expositional model. The model is oriented
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towards the specif}c empirical factors involved in the demographic
shift. To start, assume a production function that recognizes
two different categories of labor - older workers who have accumu-
lated specific training (LA) and younger workers who lack such
training (LB). For our purposes we can view LA as skilled workers

and LB as unskilled workers. 1In the long run, the production

function can be written as:

S -]

m x® = £ (L%, L% K,

where K is the capital stock, X is the level of output, and tbe
superscript s refers to supply. In the short-run, there appe;; to
be signif{cant lags in achieving desired absolute and relative ‘
levels of factor inputs. The lags may arise for a number of
reasons including adjustment and expectional factors. The lite-
rature on investment functions indicates that long lags are
especially relevant to the capital input. If the capital stock
i{s "putty-clay,"” the input coefficients are fixed as part of the
capital endowment. These coefficients may vary for different
vintages but, to the extent that they are empirically important,
they impart a difficulty in substituting against scarce factors
in the short run.

For our purposes, aggregate demand can be viewed as being

controlled by monetary (M) and fiscal (F) policies, subject to

unanticipated changes in demand from the private sector (xo):

2 x3= ¢ (M,F,X) -

The derived demand for labor is constrained by either the

215




- 208 -

level of the demand for or supply of output X and by relative
factor prices. For B workers, the relevant own wage is either
the minimum wage (MW) or a market wage, whichever is higher,

The labor supply for both LA and LB is a function of the
population in each cohort and the factors that determined the
labor force participation rates. For A workers, we assume that
the participation rate (rA) is constant in the short run. Abstr-
acting from influences such as school enrollment and fertility,
the main forces determining participation for B workers are the
market wage rates for these workers (WB), the governmenv transfer
payments for being unemployed (Tgl, the effective minimum wagé
(MW), and some unspecified trend factors that capture changes in

life-style. That is,

s _ s * )
(3) L~ = LA (rA, popA), ) ‘

and

s'_ _ s
(4) Ly = Ly (PQPB, TREND, g {wB, Tg’ MW}).

The relationship between WB and Tg determines the cost of
being unemployed. The level of governmental transfers depends
upon unemployment compensation and public assistance. The supply

of labor relevant to the production function, denoted LBS’ is,

s'

() Ly =Ly -g (W Tg,MH).

’

That is, we distinguish between an observed labor supply,

T
LPS , and an effective labor supply, LBS, which is avaiiable for
'E.

e.ployment. The discrepancy, measured by the g function, is a type

6
<ot structural unemployment.
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Equations (1) througﬁ“(S) indicate a number of reasons for
unemployment. The most obvious ié cyclical unemployment which
results from X° - xd. In addition, unemployment will vary with
(a) the distribution of the labor force between A and B workers,
(b) the cost of being unemployed and minimum wége effectiveness,
and (c) the bottlenecks of either skilled workers or capital.
Over the longer run, when coefficients of production are nore
flexible, bottlenecks gradually lose their importance as.a cause
of unemployment. On the other Imnd, traditional waée equations
qindicaté another source of unemployment. As bottlenecks loosgn,'
‘relative wages must adjust if the surplus of B workers ié to be
absorbed. The evidence suggests, however, that the adjustment
is very imperfect. Minimum wages prevent employers from moving
_down their demand curve for B workers and/or alter the reser-
vation wage of B workers. 1In addition, government transfer
programs help to maintain a high reservation wage (relative to
their market wage) for the unskilled workers. Thé;e latter

workers are in the labor force, but are not willing or able to

work at the market clearing wage.
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II. The Reduﬁed Form Unemployment Equation

A. Basic Considerations

Estimatiig an unemployment function can be done in several
ways given the basic building blocks of labor supply and employ-
ment functions. For our purposes it is useful to start by
estimating a reduced form relative unemployment equation. 1In
section IV below, we shall estimate both unemployment and employ-

ment functions. In tris case the unemploymen* equations serve the

role of a labor supply equation. This approach is compatible with

the theory ouclined above and the f:ict that prime-age male unemploy-
wert is an independent variable. Specifically, it highlights our
view that youtbh unemployment is largely structural in nature and
dominated by fluctuations oa the supply rather than demand side
vf the market. For reasons associated wich government policy
and the dynamics of the overcrowdirg model, supply side shifts
do not induce adjustments in lakor demand.

A reduced form relative unemployment equation can be obtained
from equation (5) with the ‘additional as:umption that fluctu-

]
ations in ..% are captured by a cyclical aggregate demand vari-

B
able. For most of our calculaticns, we used the prime-age mald
unemploymént rate.
A large number of alternative proxies werc attempted for
the government policy variables. WNone were particularly satis-
factory because of mecasurement errors; essentially most of the

data tere simply not collected. Our varicus attempts at repre-

senting policy impact are described below. No single policy

<14




variable provided the best fit among the 18 agc-sex-race groups.,

Rather than use different policy variables in each equation, we
adopted a compronise variable that performed as well as the othe 3
but could be viewed as representing severaY effects. The unemploy-~
ment rate equations for the(va;ious age-sex groups are estimated

in the general form;

(6) Ug =20 + a; {5i} + a, In(U,,) + a, lnIrpy)+
a, 1n (W/MW) +a5(1n(AF/POP)) or TREND

~ where {Si} is a vector of seasonal aummies, RPyAiskfhe proég;éion
of the civilian population age 16 to 24 to the population age
16+, AF/POP is the miligary/population ratio (added to the male
equations), and TREND is a time trend (added to the female
equations).

The RPy vériab;e represents the cohort overcrowding referred
to above. Several different specifications of the RPy variable
were tried, varying the treatment of the military, individuals
over 65 years of age and defining youth over the age span of 16
to 34. The results were largely unchanged. Given this inability
to differentiate .mpirically, the choice of the RPy variable was
dictated by usage in earlier studies. It is important to note
that this cohort variable assumes that young workers are substi-
tutes for each other and define a distinct labor input. Needless
to say, ‘'ny age division of the labor market into two distinct
components has -to-be arbitrary. The diffecrence between a 24 and
a 25 year old is not large. On the other hand, labor market

attachment, employment patterns, unemployment rates, ets. differ
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considerably for a 20 year o0ld compared with a 30 fear old.
Some recent studies have'ﬁgéd separate supply or cohort
variables (denoted RPy;) for each of the youih age-sex groups8

For example, the black male population age 18-19 as a percentage

of the population age 16+ wonld be used to explain unemployment of
that age-sex-race group. Our view is that this is too limiting
a view of the degree of substitution across inputs. Labor market

behavior over the past two decades shows more 51m11ar1t1es than

d1fferences across youth age-sex-race groups. Where the RPyi
variable has been successful, it was only capturing the worsening
unemployment position of black youth relative to white youthg As
shall be discussed below, however, black youths are not doing
worse than comparable white groups by all economic vyavrdsticks.,
Black school enrollment rates and relative wages, for example,
show significant relative improvement. This suggests that RPY,

will not provide a consistent answer to the changing white-black

differential.

B. The Government Policy Variable

Although a properly specified unemployment e~uation should
contain separate variables to represent trangfer payments, direct
job creation, and minimum wages, data and conceptual problems
make this impossible. After considerable, but largely unsuccessful
experimentation with different proxies for the various prograﬁs,
the actual government variable utilized in the equations is a

"compromise variable" of the form W/MW where W is the average




- 213 -

hourly earnings of workers 16-24 years of age and MW is the mini-
mum Wage}o

Measurement problems are complicated by the fact ;hat the
social legislation programs including transfers, minimum wages,
and direct job creation are not made independently oI each other.
That is, policy inpovations in one program are likely to be

i “#
reflected in others. Basically, political and social pressures

do not become concentrated in one area. Rather, as was clearly

the case during the 1960's and 1970's, the fofgésyiﬁaﬁrcéhhiiéia
changes in one policy area are also likely to cause similar |
changes in other areas.

Most of the literature dealing with federal welfare initia-
tives invesEigates only one program at a time. There are studies
on minimum wages, public assistance, direct job creation, etc.,
but few of these séudies attempt to integrate the direct labor
mafiet impact of that single study into the overall package of
programs. The limited range of individual studies is easily
explainable given the data problems for each single study. The
problem, however, in evaluating the overall effect of the various
government programs on unemployment is that the programs interact.

The sum of the impacts of the individual studies does not equal

the overall effect of the variety of programs evaluated togeth,er%1

The data problems are due to the fact that the major change
in the minimum wage is the change in coverage in 1967. Until the
1978 4, however, littl< other meaningful variation in that

variable is evident. Many of the increases in coverage did not

- g
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affect lcw wage workers and the staggered catch-up increase in
the minimum wage created a saw-tooth pattern in the data with,

if anything, a slightly declining trend of the MW relative to

W. That is, the time series minimum wage variable is largely a
spike in 1967. This, of course, is difficult enough to repre-
sent using time series data. Suppose, however, as is likely,

that firms adjusted with a lag to this sweeping change in coverage.
One p0551b111ty is an exponent1a1 decllning distributed lag re~
sponse. Dependlng upon ihe speed of decay, thls would move the
mean of the response outward in time, probably to 1968 or 1969.
Alternatively, firms may have responded very slowly at first.

This may have included low levels of compliance or incomplete
compliance in the year immediately after 1967. With a compliance
lag and an employment response lag conditional on compliance, the
distributed lag structure could resemble a parabola with a mean
lag into 1970 or beyond.

Given these posgible time profiles for W/MW, and the diffi-
culty of isolating the best fit in the various equations, it is
possible for W/MW to move in near precision with transfer, supply
side variables. Moreerr, as mentioned above, this multicol-
linearity may be a conceptual as well as a data problem. To the
extent that individuals form their reservation wages as a function
I MW and transfer payments are adjusted to conform to the same
uvrderlying inflation ‘and real income changes effects, the MW .

cornstruct may be a good approximation of the reservation wage.

Tr the extent that the minimum wage helps to determine the reser-
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vation wage of low wage workers, the greater the difficulty in

difféfentiating supply and demand effects.12

" -
e

/’

- €. Empirical Results for the Reduce@,?dfﬁ Unemployment Equation

Given a lack of agreement or data on the control variables,
especﬁally government policy variables, to be introduced into
the unemployment equation, it is useful to start with the simplest

equation. Shown in Table 1, this equation only includes RPy, Uom

and the seasonal dummies. As can be seen, the coefficients of
RPy are all positive and indicate higher elasticities for females
and blacks.
Since the "cohort overcrowding” effect operates like a

trend variakble for half cf the sample period, namely between 1958
and 1972, it is useful to see if RPy is simply picking up a trend
effect. Prior to 1958, RPy is either stable or declining and
after 1972 it remains largely unchanged. The question is whether

youth unemployment, after controlling for U_ ., is best approxi-

PM
mated by a TREND or a cohort overcrowding variable. Of the 18 age-
gsex~-race groups, the equation with RPy instead of a TREND yields

a higher §2 in 15 equations. ihis provides mild support for the
RPy variable. Given their coilinearity, it is not possible to
distinguish between RPy and TREND to thc desired extent. Beginning
in the late 1970's, however, these two variables diverge sharply.
The RPy variable tends to be strongest in female and white male

equations and weakest in black male equations. This pattern will

appear with consistency regardless of the exact specification
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Table 1

Unemplcyment Equations with Demographic
Overcrowding Variable:

1954:1 - 1978:4

LE FEMALE ,
, =2 — =2
Age-race RPy UPM R°/DW RPy UPM ‘ R“/DW
16-17
Total 1.0424 .3347 .796/1.832 1.1466 .2382 .748/1.908
(14.82) (12.37) (11.77) (6.36)
White .8592 -3528  .760/1.808 | 1.0103 .2667 .707/2.078
T e e 11022y (1Y 98) i 1 (9.34)  (6.41)y -
Black 2.2524 .2879 .728/1.478 2.0174 .1515 .658/1.490
(16.19) (5.38)J,/" (13.37) (2.61)
18-19 -
Total 4446 .5576 .843/1,337 1,2097 .2881 .743/1.188
T {5.40) (20.8€) {14.24) (5.82)
~ White .2386 .5862 .836/1.404 1.1605 .3137 _,g75/1.2..
(3.13) (19.97) (11.31) (7.95)
Black 1.4952 .4938 .638/1.140 1.2334 ,2403 .617/1.589
(10.99) (9.43) (11.90) (6.02)
20-24
Total .5090 .8548 .910/.702 1.1347 .5098 .891/1.360
(6.68) (29.16) (19.67) (22.97)
White .4733 .8629 .893/.728 1,2004 .5158 .874/1.388
(5.51) (26.12) (18.43) (20.59)
Black .7793 .8352 .760/.879 .9269 .4782 .652/1.101
(6.06) (16.87) (8.77) (11.76)

2ol
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and/or the sample period of the equation.

These results suggest that secular or intermediate swings
in female and white youth unemployment rates do trgck well with
RPy. ‘The implication is that the unemployment rates of youth
groups have largely peaked, relative to prime-age male unemploy-
ment rates. Needless to say, we would be more comfortable with
this conclusion if "the data period were longer and included
§gy§;a;<compl¢te intermediapg Swing cycles. The unemployment
data by race, however, does not predate the 1950's and the unem-
ployment data by age and sex is only available after the late
1940's. ‘

The black male, 16-24 age groups, are the major exceptions to
the notion that youth unemployment rates may have peaked. Since
their unemployment rates continue to rise, the TREND variable
has a larger t statistic than RPy in the black male equations.

A major problem is to explain this divergence between black male

youth unemployment rates and those of other youth groups.13

2
i
[
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I1I. Other Indicators of the Labcr Market Status of You*th

Youth unemployment is a more complex phenomenon than is

unemployment for other age groups. Essentially, the unemployment

rate construct is not attuned to the unique features of the youth

labor market. Rather, it is based on the type of frictional and

cyclical unemployment which is most relevant to prime-age males

and, in general, to workers with a strong labor market attachment.

Youth unemployment, on the other hand, is much more difficult

to categorize. The key diiference is that prime-age males tend

to be in the labor force year-round, full-time leither employed
or unemployed), and youths are frequently moving among jobs or
into and out of the labor force. Of the 4.24 million males age
18-19, for example, only 2.37 million were ii. the labor force
and not in school in 1978. Of the 4.23 million males age 16-17,

only 1.12 million were in the labor force and not in school.

Furthermore, since these numpers are annual averages, (and thus
include the summer months when many youths are not in schcol),
they overstate the number that is in the labor market and not in
school for the remainder of the year.

Essentially there are many options, besides being in the
labor market, open to youths that fit into traditional roles.

Young people, for example, can be in school, in the military, or

at home beginning to raise their own families. In addition, they

can combine these different activities; for example, a dispro-

portionate number of youths who are in the labor market are part-
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time workers. An increasing percentage of these combine being
full-time stud=»nts and part-time workers. Moreover, the choice
of activities shifts frequently over the years. Relatively few
young people age 16 to 19 work year-round, full-time. One
traditional pattern for this group is to work full-time only
during the summer months. Yet eyen for those who are not in
school, changes in .status between being employed, unemployed and

out of the labor force can occur several times over the year.

of importance for an evaluation of the unemployment issue
is that, from society's perspective, working year-round, full-~
time is not necessarily the most desirable activity for a young
person. Particularly for teenagers, attending school may be
preferable to working. For some male youths,serving one's
military obligation ranks above civilian employment. 7for youﬁé
females, staying home and raising a family may be viewed favorable
to working.

Given this perspective, the youth unemployment rate has four
major problems. First, since many,if not mest, youths are not in
the labor force at any given point in time, the unemployment rate
is a very incomplete measure of that group's economic position
and well-being. Second, since youths move frequently between
employment, unemployment and various non-labor market activities,
and are dispropcrtionately part-time workers when they work,
their uremployment incidence should be higher than for other

workers who have stronger attachments to their jobs. Third,

since having a job is not necessarily the preferred activity and
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for some youth age groups is likely to be inferior to schooling,
changes in the unemployment rate may provide incorrect information
as to the nature and extent of changes in the eéonomic conditions
in youth labor markets. Fourth, since many youths do not have

a firm labor market attachment, the question of whether they

are "actively" seeking work (and thus are unemployed by the BLS
definition), is often a judgment call and this leads to a consid-
14

erable measurement error.

b e e o

Our initial approach is to develop alternative unemployment
rate indicators and analyz2 how they vary over time. These new
indicators for 15%8 are shown in Table 2. The point is not that
one is better than the other, but rather that they each provide
a different and useful perspective on the problem. Our Uy
measure simply adds thc military to the denominator of the unemploy-
ment rate. Including the military in the denominator of Ul is an
obvious additon since that construction is used by the Bureau of
Labor Statistics:and isﬂreferred to as the total (as distinct
from civilian) labor force. Our U, measure is constructed by
adding those in schooi and those in the military to the denomin-
ator of the unempgpyment rate; that is U, = U/(L+M+S-(SﬂL),15
including individuals in school (but not including these indivi-
Guais in the labor force since they are already included in L) is
coitroversial, but useful. Schooling can be viewed not only as a
tyve of employment, involving general humar capital training,

but also as the preferred activity for many of the youth groups.

Z. “luding schooling and military in the denominator, to

5e
oo
M

WNon
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Table 2

Alternative Measures of Unemployment:

1978
%
U or U, or U, or Uy or
BLS Unemp oy- U%employment Unemploy - Unemploy-
ment Rate'@ Divided by .ment Divided ment of
Labor Force by Labor Force Nonenrollees
4+ Military (b) + School te) Divided by
Military ¢ Labor
Force +
School + ()
Militq;y h
- gale L o U o S N
White .
16~-17 17.1 16.9 20.1 4.8
18-19 10.9 10.0 8.0 6.1
- 20-24 1.6 7.1 6.4 5.8
165 0.7 . 39.9 15.4 7.8
18-19 30.9 26.3 18.5 14,2
20-24 20.1 17.3 15.2 13.6
female
te
¥2i17 17.1 17.1 9.8 4.8
18-19 12.3 12.3 9.5 7.6
20-24 8.3 8.2 7.5 6.9
Black ' 8.7
16-17 41.9 41.9 14.8 .7
18-19 36.8 36.4 23.8 18.4
20-24 21.6 21.3 18.6 16.8
a) Measured as U/L where U is the number of uremployed and L is the
civilian laber forcc. .
b) Measured as u/TL+) where M is the number in the military
c) Mecasured as U/({I+M+S-(SnL)) wherc S is the number in school and
(sr1) indicates those who arc both in schoul and in the cavilian
- labor forcce. .
. @) Measured as (U-(uns))/(L4M+S~(SNL)).
255
A=Y
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yield an augumented labor force (ALF), belps to control for
shifts among these activities which result in fluctuations in

the unemployment rate that may be related to labor gemand

conditions.

The U, construct, also depicted in Table 2, moves further
in treating schooling cn a par with employment. Workers, specifi-
cally those who want to moonlight and work at more than one job,
can be both employed at the first job and unemployed while looking

for the second job. ‘According to the definition of unemployment,

hgéevef, such"a worker isrcounted as eﬁéioyed, Eﬁzwnot éoﬁﬁtedias
unemployed. The same issue arises when schooling is included. o
If an individual is in school, should they qlso be counted as ‘
unemployed if they are looking for a job as well? The 02 measure
does count them as unemployed. It is useful, howgver, to establish
a Uy measure which excludes this group from the unemployment pool.
The Uy variable is defined as (U-(UﬂSl)/(L+M+S—(ShL));

The justification for this is that individuals whose madior
activity is school are likely to be part-time workers with a

~

relatively marginal attachment to a job. The fact they they are

in school indicates that they will soon ke looking for a different
kind of job. Moreover, reporting errors fér this group are
especially large. What constitutes active job search for full- °
time students who are looking for part-time jobs?

Whether or not one agrees with this argument, Us is stiil an
inferesting measure of unemployment. Correctly interpreted, it .

*
is the non-enrolled unemployed youth as a percentage of the popu-

lation that is in school, the military, or the labor force. The
\




,{E}Ly‘gmpldyed. Furthermore, one can make a good argument that
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difference between U and US is even larger than that for U and
Uz. First, the unemployment rates are again reduced consicderably
with the largest reductions affecting the youngest age grvup.
For examplg, for white youth age 16-17, the U3 rate is 4.8 per-
cént. 1f schooling is viewed as a job (an investment in human
capital for future productivity), then this age group is nearly
the Uy definition is closer to the meaning of unemploymén£ for o
nonyouth than is thg BLS unemployment definition. |

v Essentially, white youth age 16-17 are largely in school.

The school enrollment rate for white males age 16-17 as an annual
average\has 63.7 percent in 1978. But as mentioned above, teen-

age labor force statistics need to be inspected for the nonsummer
period as well along with the annual average. For example, during
the first quérter of 1978, the school enrollment rate for white
males age 16-17 was 8l1.4 percent. The U3 rate in the first
quarter éf 1978 was 2.6 percent while the rate in the third quarter
was 9.0 percent. That is, most of the 16-17 year old white males
are in school in the winter anc many of these are unemployed

during the summer. The U, rate for white males age 16-17 during

the winter, however, is below the unemployment rate for white

prime-age males.

Even for blacks age 16-17, unemployment is largely a summer-
time phenomenon. For black males age 16-17, U, is only 7.8 per-

cent compared with a BLS measured unemployment rate of 40.7

percent. Looking at the first quarter of 1978, instead of the

annual data, the U, rate falls to 4.0 percent.

257
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An important result of Table 2 is to show that black unemploy-
ment for the 18-24 age group remains a problem even after moving
from a J2 to a U3 construct. Having narrowed the definition so
that it only covers the rcn-enrolled unemployed as a percentage of
the schocl and work forces, ?t is disturbing that the resulting
763 measure is still approximately 15 percent for nonwhites. More-
over, the black U3 rates for the 18-24 age groups are still mcre
than- double the white U3 rates for comparable groups.

.The basic equations containing RPy and UPM as independent
variables were estimated for the various unemployment constructs.
Since the schooling Aata at the desired level of disaggregation
are only available from 1962, the sample period is shortened to
1962:4 through 1978:4. For comparison purposes, the U equations
of Table 1 are reestimated for the shorter time beriod.

The results support the notion that the alternative unemploy-
ment rate indicators, and especially Uy, may be a better cyclical
indicator of youth unemployment than the BLS unemployment. rate
measure. For example, in all but one male equation, the coeffi-
cient of Upy is higher when Uy rather than U is the dependent
variable. In the female equation, the coefficient of UPM is
also larger for U3 than U for all the younger groups (where the
school population is a significant percentage of the total).

Only for the female age 20-24 groups are the coefficients insigni-

1o
ficantly different from each other.
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The Alternative Activity Equetlons - Hmployment Unemployment,
School, Residual L

/,/

i. Background

analyzing the labor market and general economic status of
youth Sy focusing on unemployment has severe problems. The Bureau
of Labor St;Zistics divides the youthipopulaEESh into four cate-
gories on the basis of major activity. The categories are
employment, unemployment, schoolirg, and residual (denoted R).
Of these four divisions, the unemployment category is the smallest.
Furthermore, the response error for unemployment is considerably
larger than for employment and schooling. Especially for youth
whoc may be either in school and looking for a part-time job or
out of school for the summer and interested in working, the BLS
question that refers to "actively" seeking work is ambiguous.
Indeed, for most youth groups and particularly for teernagers, the
notion of unemployment and hence labox force is sufficiently
flawed and is a weak statistic for policy purcoses.

To avoid concentrating solely on unemployment, we suggest
a strategy of studying employment, unemployment, schooling, and
the residual categriies together. This allows for the observation
of flows across categories. For example, it is useful to know
vhether a change in U,, causes a net increase in the schooling
£, or residual (R} categories.17

One pro?lem witq the aiternative activity equation approach
is that the residual category, R, includes both some of society's

. 18
= -1 aivantaged anu disadvantaged yocuth. At one extreme, it

ot 251
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includes high school dropouts who have a low skill level, such
that they cannot find a job, youths from welfare families who
would cost their families their eligibility if they accept a
job, and youths wh> are in poor health. On the other hand, it
also includes a large number 'of young females who are beginnjng
————— to raise their families, teenagers who are taking the summer off,
and relatively skilled youths who are pursuing other activities
for a short period of time between jobs aﬁd/or school.

There is a tendency among some researchers to interpret an
increase in E/P as a positive development, especially if it
does not parallel a decrease in S/P. The work ethic aside, there
‘s little basis for this view. Although it would be an easier
problem if R only included problem nonworkers, our inspection of
the data suggests that this is not *he case.

In the eguations, we disaggregate the age-sex-race youth
population into four mutually exclusive categories. The cate-
gories are U/P, (E+M)/P, (S-(SNL))/P and R/P. These dependent
variables were regressed with the same set of independent variables,
as indicated in equation (6), with the exceptions that the percent-
age in the military were included in the male equations and a time
trend was included in the female equations.y

By construction, the sum of the four dependent variables
should be equal to one, The problem when estimating these depen-
dent variables by single equation techniques is that the linear
restriction across equations may not be satisfied. Tn nrdei to
estimate the coefficients of the explanatory variables for these

1

)
Q()ll
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Table 3

Implicit Cocfficients Derived From

Constrainced Equations

Tablz s3A
Implicit Cocfficients of RPy: 1978:3

MALL FEMALE
Age- s-(spnL) - -U r R- S-(SnL) U E _R__
Race P . P p P P P P P
Pl p2 p2 P4 Pl P2 P3 I'4

16-17

Totel -~.5909 .8093 .2441 -.3843 .8157 .0371 -. 0525 -~-,44°
White ~-.%068 1.0256 L4418  -.7449 .7697 .2165 -. 080§ -~.3&¢
Black 1.074¢9 -.3633 <-1.5747 78139 1.6187 -.6333 -.387¢ -.75!
18-19

Total .3485 .3224 ~.8480 2.5670 1.7067 .3337 -.53236 A4
White .1132 .4435 ~.3748 2.5505 1.5159 .4852 -.474°% g2’
Black 1.5348 ~.5643 -1.0509 3.1120 3.5698 -.0459% -1.613%9 3
20-24

Total 1.4642 .7323 ~.3295 2.6901 1.0297 -.292% -,3222 (4]
white 1.1024 .8918 -.288% 2.7870 .7907 .9522 ~,4256 83
Black 5.4521 ~.1343 -.6818 2.14090 2.8986 -2.321¢6 .2857 ¢S

[

J i




Age-
Race

-~ 228 -

Tablec 3B

Implicit Cocfficients of UPM: 1978:3

MALE FEMALE
s-(sAL) U E R. S-(spAL) U E
P P P P P P P

Pl P2 P3 P4 Pl P2 P3

e Total

wWhite

Black

>4

.1051 .2411 -.1001 .0254 .01&¢ .2273 -,0958

.1093 .3160 -~.0858 -.0097 .0271 .2710 -.0872

.0897 .1031 -.1872 .1631 -.0369 .0528 ~.1830

.050
.03%
.12¢
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Table 3C

Implicit Coefficientsof W/MW: 1978:3

MALE FEMALE

Age~ S-(snL) u E R S-(snL) U E _R__
Race P P P P P p | 4 P

Pl P2 P3 P4 Pl P2 P3 P4
16-17
Total | -.4774 -.2136 .2570 -.0707 | -.5827 -.4211 .2082 .20¢
white | -.4453  -.4525  .2851 -.1431 | -.4966 -.4343 .1844 .13%
Black | -.7215 .6640  .2238  .1209 |[-1.0165 -.48€5 .9728 L300
18-19
Total | -.4771  -.6632  .1511 -.297¢€ | -.6243 -.2121 .1622 -.C3
White | -.4762 ~-.7328 .1491 -,1151 | -.5837 -.1601 .1303 -.0%
=2lack | -.4218 -.3860 .4460 -.7857 | -.8727 -.2416 .4702 .ol
20-24 <7 i
Total) | -.5435 -1.2411 .1825 -.6549 | -.0539 -.1235 L0831  -.1%7
White | -.4791  -1.2867 .1576 -.6283 | .0216 -.0401 L1137 -.201
Black |-1.01£7 -.9860 .3465 -.6807 |-.5657 -.3967  -.1476  .59%

[ [}}

(V)

s
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Table 3D

Implicit Cocfficients of AF/POP: 1978:3

MALE
S- (SNL) u E _R_
—p P P P
— 31 P2 P3 P4
16-17
Total .1535 -.1499 .0165 -.0944
White .1979 -.1134 .0129 -.1351
Black -.0022 -.3133 .1300 .0247
18-19
Total" .2845 -.1509 -.0441 .1914
Whi te .3158 ~.1082 ~.0534 2297
Black / .1484 ~.2810 .0060 .17¢6¢
20-24
Total .2354 -.3€68 L0185 -.0174
White .2666 -.3181 .0035 .0767
Black .0940 ~.4651 .1108 -.2696

<L
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four choices, subject to the lincar constraint across eguations,
we used the logarithm of thé pairwise odds as the dependent
variables. To illustrate, denote the four youth categories as
Pys 0« Pi<l, i=1,2,3,4, and_gPi=1. The dependent vari-

1:1
ablec are then 1n (Pi/Pl), i= 2,3,4. The regressions determine

the ratios of the probabilities. The absolute values can then
be estimated using the condition that the sum of probabilities
is equal to unity. The implicit coefficients of the respactive
independent variables can gé obtained by numerical estimation.
Based on the coefficients from the Pi/Pl equations, the prob-
abilities were computed by changing one specific right-hand-side
variable by one percent. These computed probabilities were
compared with the corresponding original estimates to derive the
implicit elasticities at a given period. "These numerically
derived elasticities for the third quarter of 1978 /}e reported

19 -
in Table 3 by each variable.

B. The Impact of RPY

For the constraired U/: equations, 6 of the male and 5 of
the female equations haa the anticipated sign of RPy. It is
interesting that the incorrect signs appeared in the black
equations in all but one case. Does this suggest that the
'2-~or market position for black youths has improved with demo-
oraphic overcrowding?

To analyze this puzzling result, it is necessary to evaluate
¢t » other three activity equations. The equations indicate that

ti = negative coefficients of RPy in the u/p equations do not

Dy -
\J()




- 232 -

indicate an improvement in blacks' labor market position. Of

particular importance are the E/P equations. For all but three

of the eighteen equations, E/P is negatively related to RPy. The

only equation for blécks where the coefficient is positive is

females age 20-24. Moreover, the impiied elasticities of RPy in

the E/P equations are considerably larger for ‘blacks than for whites,
The pubiic policy debate on youth unemployment invariably is

in terms of the BLS unemployment rate variable, U/L. It is there-

fore useful to convert the U/P and E/P equations of Table 3 so

that their implications for the more traditional unemployment rate

variable can be analyzed. The results are shown in Table 4, N
Column 1 of Table 4 shows that the elasticity of U/L with respect
to RPy ha: the anticipated positive sign in all but two equations

(black females age 16-17 and 20-24).

The results of Tables 3 and 4 make it clear that both black
and white youth labor market positions are adversely affected by
demographic overcrowding. However, the response pattern of the
two groups differs. For white youth, unemployment increases are
large and are not offset by changes in labor force partici-
pation rates. For bhlack youth, the unemployment response to
RPy appears low, but this is mainly because of a sharp decline
in participation rates.,

Given the linear restriction across ejuations, an increase
in one of the P,'s requires a reduction n another. What happens
to those workers who are not ~mployed as a result of cohort
overcrowding? The implicit coefficients of RPy in the (s-(snL))/pP

and R/P equations prcvide an answer.
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Table 4

Percent (%) Change in Unemployment

Constrained Equations

Unemployment Rates

Rates* due to One Percent Change in Respective
Explanatory Variable in 1978:3, Derived From

D> -y
\)'

T e MALE . FEMALE
Age v b
Race RPy PM AF/POP W/ RPy PM - W/MW
16-17
Total| .4694 .2844 -.1387 -.3916 .0695  .2567 -.5133
White| .4956 .3430 -~-.1078 ~.6284 .2511  .2879 -.5268
Black .8095 .0556 -.2928 .2896 | -.1867 .1407 -.8B76
18-19
Total]| .6835 .5744 -.0944 ~.7545 .7408 .3638 ~.3109
White| 7403 .6523 -.0495 -.7951 .8408  .4122 -.2473
Black .3703 L3472 -.2166 ~-.6260] 1.0294 2070 ~-.4498
20-24
Total .9804 .7962 ~.3548 -1.3103 .0281 .4964 -+1873

L]
white]| 1.1025 .B486 -.2998 -1.3451 .9174 .5505 -.1262
*
Black| .4650 .6293 -.4872 -1.1259}-2.0224 . 4125 ~.1907
tUnemployment Rates 2= U/(E+U+M)
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Essentially, an increase in RPy, ceteris paribus, leads to

an increase in U/P, a decrease in E/P, an increase in (S~ (saL))/p

and an increase in R/P. The displaced employed workers largely

migrate to full-time school and/or to household activities. This

is not, however, the complete story of the demographic overcrowding

because of the ceteris paribus assumption. For example, govern-

ment policy, responding to the effects of demographic over-
-k

¢crowding, may also affect the distribution of the youth population
across the four activity categories. When the AF/POP and W/MW

are removed froﬁ the gchooling equation, the sign on RPy becomes
negative for white males. 1In addition, the TREND term poses
obvious problems in the female equations. Since the intermediace-
run demographic swings are highly correlated with a trend variable
over the short estimation period, it is likely, thathREND Yill

~ capture some of these affects. That is, RPy does not.-reflect

the full effect of demographic overcrowding because changes in

other variables should.: also be anticipated.

C. The Impact of UPM

The cyclical variable, Upy+ produced the anticipated results.

As illustrated in Table 3, increases in UPM are associated with

little change in schooling, an increase in U/P, a decrease in E/P

and an increase in R/P.

The elasticities of U/P with respect to UPM are the largest

for white males. 1In addition, the elasticities tend to be

larger for whites than for blacks, males than for females, and

older than for younger workers. For all age-sex-race categories

20
L/\_)

" N
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the elasticities are less than unity.

The overall results suggest a ranking of youth groups in
terms of the cyclical vs. structural sensitivity of their unemploy-
ment rates (U/P). 1In general, youths are more structually than
cyclically sensitive in comparison with non-youth. Females and
the younge<t youth groups are the most sensitive group to struc-
tural, rather than ‘cyclical, swings in unemployment.

The ranking is also reflected in industry employment. For
exampié‘ the older male groups have a high concentration of
employment in the high wage, éyclically’sensitive industries
such as mining, manufacturing and construction. The younger and
female groups are more heavily repres?nted in the low wage,
acyclical industries such as retail and service. Industry
empioyment patterns, -however, cannot be viewed simply as a causal
factor in the unemployment belhiavior of these groups. Rather,
the underlying structural features of these grcups' labor market
behavior is likely to determine their industry employment. For
example, the 16-17 age group, looking for part-time, after
school work, is most suited for employment in the fetail and
service sectors. Training costs and work scheduling in indust-
ries such as manufacturing arernot suitable for%this group's
casual labor market attachment. ’

The ranking of black and white groups, in terms of the
cyclical vs. structural issue, is more difficult than ranking

age-sex groups. Although blacks have a lower elasticity of

i

U/P with respect to U it is necessary to inspect the E/P as

M’
well as the U/P equation. Of particular interest is that black

. i
25! :
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youths have a considerably higher E/P sensitivity to the business
cycle than whites. That is, black youths have a lower U/P, baut

a higher E/P elésticity with respect to UPM' Since blacks ;nd
whites tend to be equally employed, in percentage terms, in the

high and low wage industries, the cyclical nature of different

industries cannot be a factor.

One possible interpretation is that the black youth labor
market response is more closely related to fluctuations in lay-
offs and hires. On'the other hand, changes in the labor market
status for white youth, as reflected in reentrant and new entr-
ant rates may be relatively more important. In any case, the
ranking across racés is more complex than across age and sex "\

groups.

<y
PR

D. The Impacc of W/MW

The relative wage term exhibits the consistent and antici-
20
pated signs in the constrained equations. For all but one
demographic group, changes in schooling, unemployment and the

residual category are inversely related, while changes in employ-

ment are directly related to movements in W/MW. In other words,
an i.crease in the youth market wage, ceteris paribus, is related
to a shift into employment and out of all other activitie§f’j |
Of particular interest is the relationship between unemploy-
ment (U/P) and W/MW. As previously suggested, the youth unemploy-
ment rate depends upon the cost of being unemployed. Inter- =

preting MW as a proxy for the reservation wage, an increase in

the market wage, W, leads to an increase in the cost of unemploy-
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ment and hence a decrease in the unemployment rate. 7o the
egtent that W/MW represents a minimum wage variable, however,
the decrease in U/P, following an increase in W/MW, would be in-
tepreted as a demand side effect. These two views cannot be
isolated on the basis of the time series data.

The one category which shows a mixed pattern with respect
to W/MW is the residual category, R. For the female equations,
the three black groups and one white group are positively related,
while the two white groups are negatively related to W/MW. Given
the composition of,R, a priori predictions of the signs of the
coefficients are not obvious. One factor, however, is that the’
female R category contains many more home-workers that are raising
families than the male R category. The resulting sign pattern is

thus compatible with a demographic overcrowding interpretation. In

particular, a deterioration in W/MW may reduce completed family

Bize and lead to an exit from R on the part of females. Since

this household behavior response is not likely to be a factor in *
the male equatidns, the cost of unemployment argument should be
dominant and explain the negative coefficient of W/MW.

E. The Impact of AF/POP

The armed forces variable has an important role in distin-

guishing between the unemployment rate patterns for whites and

" ‘blacks. First, this variable has had a large variance over the

covimation-period, rising sharply during the Vietnam War and
ther declining close to its pre-war levels during the mid to

1: te 1970's. Second, the black and white male groups respond

) .
"‘1‘
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differently to AF/POP. Unfortunately given the data period
variation in AF/POP, especially its sharp increase to a peak
value in the early 1970's parallels RPy. This may reduce the
confidence that can be placed in separately interpreting these
two guite independént variables.

In the unemployment equations, the implicit cocfficient
of AF/POP was(negative in each of the nine male equations.

The white and black equations, however, indicate a much greater
sensitivity ofrblack unemployment to military employment. This
may help to explain the fact that black youth unemployment has
increased since 1970 relative to white youth. Since both the
percentage of the military that is black and the percentage of
blacks in the military have increased since the change to all
volunteer forces, the decliné in AF/POP cannot be blamed for the
unemployment trends.

The major differences in employment response also reZlect
the greater sensitivity of black labor market conditions to the
level of militarv employment. For employment, the coefficient
differences between whites an’ blacks are particularly large.
Indeed, white employment in the 18-19 age group actually declines
with ircreases in military employment. This is particularly sur-
prising since E/P includes M as being employed. 1In other words,
an increase ip the military is associated with a decline in
civilian employment for whites, age 18-19 that is larger than the
number of whites who enter the military.

The differential white-black response pattera also holds for

schooling. The increase in AF/POP is associated with a -ich

ERIC e
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larger increase in white than in black schooling. This is prob-
ably capturing behavior during the draft period when increases in
AF/POP encouraged youth to remain or return to school to secure

student deferments.




V. Considerations in the Deterioration of the Black Youth Labor
Market

A. Unemployment and Labor Force Developments

Two basic factors suggest a deterioration in the labor market
position for black relative to white youth during the 1970's. The
first is that black youth unew_loyment increases throughout the
1970*s. The second is that black youth E/P ratios fell over most
of the past decade while white E/P ratios were increasing.21

Since increases in unemployment may be less of a problem
if attributable to increases in participation rates, it is
important to consider labor force and unemployment developments
together. For black mal>s, the participation rates decreased
substantially for all age groups, while the rates for whites
increased for all age groups. For females, the situation is some-
what different. Both whites and blacks showed increasing parti-
cipation rates during the period. However, the percentage growth
1" participation rates were much smaller for blacks than for
whites for all female cohnrts. In sum, these changes in unemploy-
ment and participation rates suggest a deterioration in labor
market conditions for blacks, especially for black males. (See
Table 5).

We have generally attributed the youth unemployment develop-
ments of the past decade to supply side factors. In the case of
black males, however, the data on U/L and E/P may indicate a
possibly different picture. Presumably, increases in U/L combined

with decreases in L/P give, at least the impression, of a

o0
~J
LY
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Table 5

Unemployment Rates and Employment/Population Ratios:
by Age-Race-Scx

Unemployment Rates® Employment Ratiosb
1965 1972 1978 196% 1972 1978
' MALE
White L —
16-17 14.84 16.55 17.08 38.91  42.44 46.31
18-19 11.53 12.54 10.92 ¢63.53 65.17 69.18
20-24 5.95% 8.55 7.65 83.3¢ 79.93 82.00
Black
16-17 27.78 36.66 40.71 28.97 22.52 20.47
18-19 20.13 26.40 30.90 56.87 48.61 46.59
20~24 9.29 14.79 20.13 g3.38 . 72.81 66.29
FEMALE
White
16-17 15.17 16.90 17.08 24.47 32.57 40.64
18-19 13.63 12,27 12.34 43.76 50.48 56.81
20-24 6.31 8.16 8.27 46.16 54.61 63.79
Black e
16-17 39.67 35.56 41.87 12.5% 13,23 16.03
18-19 28.01 38.64 36.81 28.88 27.01 31.41
20-24 13.79 17.44 21.56 47.711 47.04 49,851

a"The unemployment rates are defined asU/L

b)'I‘he employmént ratios are defined as E/P where both E and P
include the military.
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deterioration in demand conditions. To what extent has the demand
for black males shifted adversely relative to whites and black

females.
B. Trends in Secular Wages

Whereas the employment situation has worsened for blacks
relative to whites, the relative wages for tlacks have increased
continuously during the last decade. The overali white median
usual weekly earnings for full-time,wage and salary workers in-
creased by G.f percent per year between 19€7 ana 1977. However,
the corresponding wage growth for blacks was 8.0 percent on
average during the same period. The black-white wage ratios In-
creased from 0.692 to 0.776 for males and from 0.797 to 0.936
for females during this period.

The full-time usual weekly earnings for youth whose major
activities are other than school also show a similar pattern.
Here again, the gap between black and white wage differentials
has narrowed over time. Except for females age 16-~17, the wage
of all black groups rose more than thoseof the comparable white
groups. The black-white wage ratio¢s increased from 0.832, 0.735
and 0.740 to 0.973, 0.799 and 0.868 for males age 16-17, 18-19
and 20-24 groups respectively between 1967 and 1978. For
females, the corresponding ratios changed froml.125, 0.829 and
0.830 respectively to 0.914, 1,034 and 0.928. The puzzling
development is that the groups with the most unfavorable
unemployment-employment indicators enjoyed the best earnings

growth,
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C. Trends in Industry Employment

To further explore the issue of deteriorating U/L and E/P
rates coupled with increasing relative wages, for black youth,

it is useful to explore the industry employment of black and

&

white youth. For ease of analysis, we use the percentage of
each youth group which is employed in the retail and service
sector, compared with total employment of each demographic
group. The retail and service sectors are the major employers
of youth &nd are the lowest wage sectors. The data, presented
in Table 6, illustrate twc overall developments. First, the
percentage of black employment that is found in the lowest wage
sectors is approximately equal to the percentage of white
erployment in these sectors. There are slightly more black
nales but many fewer black females (as a percentage), in com-

parison with white groups, in the low wage sectors, Second,
changes in the percentage of low wage employment has worsened
for black relative to white males, but improved for black relative
to white females.

What is clear about these statistics is that they are not
of great help in clarifying the puzzle. As a compositinnal issue,
the improvement in black relative wage: :annot be explained by
tha fact that their occupational status was unchanged. However,
there is also no evidence of a significant deterioration in the
e ployment status of black males that could explain their
2 clining employment-population ratios and rising unemployment

Y ENGEF- N
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Table 6

Proportion of Each Group's Employment that is in
Low Wage Industries (i.e. Service and Retail)

MALE

197,

White

16-17"
18-19
20-24

16-21 (out
of school)

16-21(in-
school)

16+
Black

16-17
18-19
20-24

16-21 (out
of school)

16-21 {in-
school)

16+

.72170
.4763
.3232

.4583
.3012

. 3519

.7603

.7392
.5298

. 7290
.5105

.8239
.5440

.4393 .5429
.3500 .3816
.4220 .4583
.7831 .8167
.3307 .345°

.8706
.6810
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For those who believe that cach age-sex-race group has its
own RPyi variable as the proper cohort overcro ?*ing variable,
ithere is no problem in explaining the declining black male
employment ratios. Specifically, the ratio of black youth employ-
ment to white youth employment (where employment includes . he
military) has been virtually unchang-d since 1965. Accerding to
the "RPyi" model, the entire detericration in E/P ratios for
black males can thus be associated with their increasing percent-
age in the youth population. Since we believe that overcrowding
is better defined over youth as a single group, we do find this
result a,compelling explapation. Moreover, the puzzl. of
declininé E/P ratios for klack males combired with increasing
relative wage rates cannot be attributed to the higher growth

rate of the black youth population,
D. Trerds in School Enrollnent

One of the main distinctive fceatures between white and hlack
groups over the last cecades is that the schnol enrollment rates

for all black groups increased substantially more than those for

whites. Except for ferales a.e 20-24, the enrollment ratoes for whitee.
decreased for all aye-sex g-ours btetween 1965 and 1976. During
the same period, the enrollm-nt rates for blacks consistently

~ increased. Furthermore, althongh the enrollment rates fur all
black age-sex groups were lower than those for the corresponding
white groups in 1965, the situatrun was reversed by 1778. That
is, by 1978, the enrollment rates for al:i black agc-scx groups
were higher than the compafable white groups.

27,

L}

}
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Does the increase in school enrollment rates for black males
equal the decline in their E/P rates? The answer can be seen by
comparing Tables 5 and 7. The increase in school enrollment
captures almost all of tge decline in E/P for black males age
{g-l?. For black males age 18-19, it picks up 4 of the 10 per-
centage point decline. For the black male group, age 20-24, a
17 percentage point decline in E/P is reduced to 10 percentage
points when S/P is added. Perhaps as important, is that the
wide gap between E/P rates for whites and blacks becomes a very
narrow gap for most age-sex groups when (E+(SNE))/P is used as
an indicator of labor market position.

The nature of the prcblem depends upon how one evaluates
schooling vs. employment for youth. 1In level terms as of 1978,
white youths enjoy an advantage in the combined employment plus
schooling ratio. over comparable black youths. The trend is less
obvious. The increase in white employment ratios is, in part,
due to their declining school envollment and increasing part-time
.work while in school. The decrease in black employment ratios
is, in part, due to their increasing school enrollments. 1In
addition, black enrollment has gained without a significant in-
crease in after-school work (comparable to that found for white

enrollees).

2501
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Table 7

Employment + SChoola)
Populgtion-
1965 and 1978

Male , White

16-17

18-19

20-24

Male , Black

16-17

18-19

20-24

Femzale , White

16-17

18-19

20-24

Female , Black

16-17 74.0
18-19 56.9
20-24 52.5

a) The specific measure is : _E+M%:5-(SNE)
P
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‘'service since the Vietnam War, the decline in the market wage
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In this paper we have advanced the argument that the dete-

rioration in the absolute and relative youth unemployment ratios

is due primarily to a cohort overcrowding effect. Other variables

o t
that seem to have a role are the declines in the size of military.

) -~

.

for yquh relative to some combination of minimum wages and govern-
ment transfer programs, and a cyélical variable representing
changes in demand. Since we control for the business cycle, which
déés not have a secular trend, the deterioration in the labor market
position for youth over the past two decades can be attributed to
labor supply factors. That is, the inEreasing unemployment rate

of this group represents an increase in their equilibrium unemploy-
rent rate due tg overcrowding and the effects of government labor
market and social welfare éroérams. ‘

The BLS measured unemployment rate is usually the main piece
of evidence indicating the declining labor market position of
youth. Although we agree that an important decline has taken
place, the magnitude of the job decline is overstated by the BLS
statistics. 1Indeed, we argue that the BLS youth upemployment
rate is a very weak statistic for policy purposes. Other mea-
sures of unemployment and/or employmeﬁt.ratios show less decline
thidn do the BLS measures. For exSEple, the percentage of youths
#ho are either -employed or in school is only slightly down from
the 1965 %evels. We argue that this variable, or an unemploy-

ment rate construct which treats schooling as equivalent in

2=

242
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status to employment, is more useful as an inéicator of the labor
market position of youth with respect to jobs.

Whereas the job decline is less serious than the BLS unemploy-
ment rate indicates, the decline in the relative wage of youth
may be more central to the relevant issues. That is, the labor
market problem of youth is more a problem of low skill and hence
low wage levels than of a lack of jobs. The increasingwemploy-
ment-population ratios for most youth groups, in spite of :he
high increase in their population, is one source of evidence of
the ability of the economy to create large numbers of youth jobs.

Black males are the one sex-race youth groupathat combines
steadily deteriorating unemployment and employment ratios. There -
are problems, however, in determining to what extent the overall
position of this group has declined. First, the relative wage
for black youths, both males and females, has improved relative
to white youths. Second, the decline in employment and increase

in relative wages have rot been matched by a significant change

in the proportion of black males in the low wage industries.

“The percentage of black male employment remains approximately the

same as the percentage of wiile maie employment in the low wage
sectors. Finally, school enrollment rates have been increasing
ior blacks and decreasing for whites. As a result, the ratios
ot “hose employed plus those in school, as a percentage of the
reievant. population, show less of a difference between black and

white youth than the employment ratios alone. But, from a social

w- «{are perspective, it is difficult to weigh the increase in




joblessness against the increase in relative wages and school

enrollment. ¥

The increase in the percentage of black males who are ﬁoth
out of school and not employed implies that g component of the-
black male youth pOpuIAtion has suffered a significant decline in
their relative economic status. This suggests for black males, )

age 16-24, there may be a growing divergence in labor market per-

formance.




Footnotes

1See, for example, Wachter (1972): (1976b), (1977), Kim
(1979). This work builds upon Easterlin (1968). Several relevant
studies and a detailed bibliography are contained in Espenshade
and Serow, eds. (1978). More recent work which develbps this
approach includes Ehrenberg (1979), Welch {1979), and Reubens
(1979). |

2For a detailed discussion of the endogencus taste model for

explaining economic-demographic variables, see Easterlin, Pollak
and Wachter (forthcoming). The relative income model is pre-
sented in Easterlin (1968) and Wachter (1972), {1376b).

3See, for example, Cain and Watts, eds. (1973).

4Thexstatistical problems of measuring the youth labor

force is stressed by Clark and Summers (1979).
5This model is drawn from Wachter and Wachter (1978).

61n equations (3) and (4) it is,sassumed that experience or
skill can only be acquired with age. The result is tha£ the
number of A workers only increacses with the populationﬁand parti-
cipation rates of A workers. 1In fact, the r;te of accumulation
of skill can be increased by more intensive training. The cost
for training is likely to be upward sloping and steeper in the
short than in the long run. Cdnsequently, the accumulation of
human capital will be slowed as workers spread their training to

avoid the higher short-run costs. (This factor of incfeasing

*
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cont'd
Footnotes

short-run supply costs is also a factor in the lag of actual
capital behind its optimal level.

7An alternative measure of labor market pressure, denoted

UGAP, yielded similar results. The UPM variable was used instead
of UGAP because the latter contains the unemployment rate of

youth. For a discussion of UGAP, see Wachter (1976a).

%
BSee, for example, Ragan (1977).

9In this paper, the terms blacks and nonwhites are used

interchangeably.

1°An alternative variable, W/MW*C, where C is the coverage

rate, did not perform as well across equations. Especially given
the lack of success of the coverage variabie, our W/MW cannot be
interpreted as a straight minimum wage effect. As indicated, it
cannot be empirically differentiated, in most equations, from a

supply side variable that measures changes in government transfer

programs.

11For a detailed discussion of the prcblems with measuring

gcvernment policy variables, see the original NBER discussion
paper.

12The impact of welfare programs has received relatively

limited attention until recently. See, Levitan et. al. (1972)

Garfinkel and Orr (1974), Saks (1975), Williams (1975), Levy
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cont'd
Footnotes

(1979) and the Studies in Public Welfare of the Joint Economic
Committee (1973).

- Major studies of minimum wage laws include Moore (1971),
Kosters and Welch (1372), Goldfarb (1974), Gramlich (197s),
Mincer (1976), Welch (19i6), (1977), Ashenfelter and Smith (1979),
and U.S. Department of Labor (1970).

For several relevant models on the impact of direct job
creation see ¥illingsworth and Killingsworth (1978) and Palmer
" (1979).

13Some of the relevant papers that provide anhempirical,

framework for the youth unemployment problem include Kalachek
(1969), Doeringer and Piore (1%710, R.A. Gordon (1973), R.J.
Gordon (1977), and Adams and Mangum (1978).

Recent empirical time series studies on youth unemployment
which address this same phenomenon include Freeman and Medoff
(1979, Ragan (1977), Thurow (1977), and the conilerence on Youth
Unemployment (1978).

1‘Com:eptual problems with the defi :ition of the unemploy-

ment rate for youth are stressed by R.A. Gordon (1973), Levitan
and Taggart (1974), and Clark and Summers (1979).

lsThe11 notation indicates the intersection of two variables.

Hence, SNL indicates those who are in school and in the labor

force,

16'I‘he results were included in the original NBER working

paper prepared for the conference. .
e




- 254 -

cont'd
Footnotes

17Relevant studies on schooling include Freeman (1976) and

the recent comment by Smith and Welch (1978). Kim (1979) in-
vestigates the complexities of the military and schooling relation-
ship with the youth labor market. A very useful collection of

essays is found in the NCMP Volume, From School tn Work: improving
=&

the Transition.

185ne of the major questions concerning the R cétegory

involves the issue of discouraged workers. The view that the
number of disadvantaged potential workers in the R group is
significant is stressed by, among others, Doeringer and Piere
(1971) and Harrison (1972).

19For those who prefer to analyze estimated coefficients

dsrectly, the equations for the four activities, unconstrained by
i£1f3=1 were presented in the original NBER working paper.

20In the unconstrained equations, the pattern of the signs

is unchanged, but the variable is only marginally significant.

21Studies which focus on minority unemployment include

Doeringer and Pioré (1971), Harrison (1972), wallace (1574),
the Congressional Budget Office (1976), Adams and Mangum (1978),

and Osterman (1978).
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. Economic Determinating of :Geographic and
Individual Variation 13 the éabor Market Positioned by Persons

. Freeman

Relatively high and increasing,rates of, joblessness and decreasing
earnings for young persons relative to older persons constitute one of
the major labor market problems in the Uni;ed States and other countries
in the 1970's. Several hypotheses have been offered to explain the de-
teriorated economic position of young persons. Some cite macro-economic
factors and the general weakening of the job market as the major cause of
high youth unemployment rates. Others emphasize the role of the minimum
wage and related market rigidities. Yet others have kt;gssed the demo-
graphic changes of the period, which took the form of sizeable igcreases
in the relative number of young workers}' While the i;sue is one af changes
over time, the availablé time series, though useful, lacks suffihiént
variation tc provide strong tests of the competing hypotheses or fo pFovide
estimates of the impact of the full set of possible explanatory féctors.

This paper uses evidence on variation-in the labor force activity of

young bersons across Standard Metropolitan Statistical Axeas (SMSA's) and

evidence on the variation in labor force activity arong individuals to analyze
. : ’ )
the determinar ts of the labor market for young persons. The geographic and

individual data offer different and, it can be argued, somewhat better

i "experiments” for testing various proposed causal forces. than-do often’
< ~ collinear time series. The data on gédgraphic areas provides ¥:} reasoqably
large sample of observation£ wi;h considerable variation in measures of‘
the labor market position of the young and in explanatory variables.
The nmajor disadvantage of the geographic evidence is that variation
across regions may reflect regional differences in 'competitiveness'--the
perféfygnce’qf one SMSA versus another-~that provides little insight into

the possible causes of aggregate problems. Another potential problem is

that correlations of factors acrogs areas can give a misleading picture of

the deteruinants of -the positinn of individuals (i.e., ecological correlation

R




bias). Blacks eould, for exemple, ﬁajp lower labor participation rates

than whites within every SM5A but reside in SMSA's having (for unknown
reasons) high labor force participation rates. This would produce a

positive correlation between the percent black in an area and participation,i
when in fact blacks have lower participation rates than whites. Data

on individuals provides a better means of analyzing the effect of indieidual
characteristics on the labor market position‘of:the youeg and 1s uged

for that purpose.

The paper begins with a brief review of the ways several p{;posed
caugeg of youth labor market problems can produce jobleéssness and then
analyzes the differences in youth employment, unemployment, and labor

t %orce part;cipation across .SMSA's and among 1neividuals.

There are four besic findings:

1) Geograppic'variafion in the employment, unemployment, and labor
fefce participation of .young workers depends in large measure on
idenfifiable supply ane eemehd :ondffions in local labor markets, including
the relative number of young persons, the ratio of homes below the poverty
level, the rate of unemployment of prime age men, the rate of growth of
personal income, and the proportio; of jobs in young-worker-1intensive

. industries,

2) The employment and wages of young persons depend »n different
personal and background factors. Being black or coming from families
with certain socioeconomic problems affects tﬂe probability of employment
does not affect wages. The different effect of variables on employment thae on
wages highlights the extent to which there 1is a distinct youth employment
problem. '

3) Determinants of youth employment often have the same directional

impact on yoyth labor force participatior rates, with the result that

8(1.-
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théy have little‘effect or occasionally a contradictory. effect on un-
employment rétes."This syggests that analyses fOCusiné on unemployment can
give misieading inferences about thé determinants of the §0uth labor
market position.

‘4) Whaile the cross-SMSA regression models tell a roughly similar
story about the determinants of the youth labor market as comparable
time sefies’regressiohs;‘neigher cross-section nor time oeries analyses

explain the performance of the youth labor market in the 1970s, when

employment to population rates held steady and labor participation rates
rose, despite adverse changes in their putative determinants. Widespread
concern about youth joblessness notwithstanding, the story of the 1970s is not

|
|
one of reduced youth work activity, with the marked exception of young blacks. ‘

Causes of Youth Labor Market Problems

i

The factors that underly youth employment problems can be examined

with standard partial equilibrium models ¢f the job market, in which
supply and demand determine equilibrium employment and wages and in which
joblessness (abéQe frictional levels) results from fa;Ihre to attain
market clearing wages, either beccause wages respohd,relatively slowly
{for diverse reasons) to rapid changes in demand or supply or because of
rigidities such as legislated minima. To illust;ate the way in which
dynamic shifts in demand or supply and sluggish wages adjustments can
produce joblessness, consider the following simple model:

(1) Supply: 1nS = €lnW + Bt

(2) Demand: 1nD = -nlnW + At

(3) Wage Adjustment: AlnW = Y(InD - 1nS)
wvhere § = Suppl; of labor; D = demand for labor; W = wage; A = shift in
demand per u.it time; B = shift in supply per unit time, € = elasticity

-of supply; and n = elasticity of demand.

225
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Joblessness occurs in the system (i)-(3) because wages regpond to
disequilibrium with a lag. Since 1nD - 1nS = -(n + €)1nW + (A-B)t,
A(1nD - 1nS) = -(n + €)AlnW + (A-B). Solving for the "equiligrium"3
level of unemployment we get 1nS - 1nD = (B-A)/(n + €)§. When supply inéreases

more rapidly than demand (B > A), the slow adjustment of wages produces

unemplcyment in the relevant time period. Relatively slow movement

in wages could Qesult from the normal process of wage determination in an
ecénomy with long term contracts and unexpected or uncertain shocks or .
from any other factors which might 1imit the extent of «aad justment in a given

period.

The analysis of shifts in the schedules directs attention to the

factors causing theisupply of young workers to increase significantly

or causing the demamd for young workers to decrease significantly.

The.major potentialvcause of increased supply is the sizeable expan-
sion of the youth population, which resulted from the baby boom of the
fifties andwsixties. The"deéographic hypothesis' seeks to explain many
of the labor market problems of young workers as a resylt of their number
relative to the number of older workers, given noninfinite elasticities
of substitution among workers by age. If the hypothesis is correct, many
of the problems will diminish in the 1980s as the number of young persons
declines as a share of the total population.

Two basic types of shifts in demand are likely to contribute to the
Joblessness probiem. First are shifts due to changes in the overall
level of economic activity, such as cyclical declines cr a longer-run
slowdown in the rate of growth. When aggregate demand declines or grows
slowly, the relatively permanent status of older workers, seniority layoff

policies, and the reduction in new hires will have significant effects on

the demand for the young. The second type of shifts involve structural

i
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‘o ghanges in the mix of industries and occupations or in the supplies
) of workers who can substitute for the ycung, such as illegal aliens
7 willing to undertake unpleasant tasks for low wages, and/or adult
women, who at existing wages may be preferred by employers for certain
entry-level positions.
Failure of wages to attain market-clearing levels due to rigidities
like the minimum wage represents another potential cause of youth joblessness.
In contrast.to failure to clear due to sluggish adjustment, failure to clear
because of the minimum can produce joblessnnss even in periods of stable supply
and demand if the minima is above the equilibrium rate.
In addition to shifts in demand and supply due to :eneral market
or demographic factors, the labor market for some groups of youths may
be adversely affected by more complex social forces, whose impact is
. " difficult to measure with the type of data currently available. One
~ such set of factors pertains to opportunities for work and earnings
outside the mainline economy, ranging from casual street jobs to

"crime, which offer a viable alternative to normal labor force activity.

Anuvther set of factors relates to possible diﬁ?prities between the-skills

of young persons from disadvantaged backgrounds and their aspirations and

-'Q
.-!

wiliingness to take 'undesirable jobs. Yet another relates to the
génditions of the individual's family or communily: for diverse reasons,
those from welfare homes or from communities with éxtreme welfare or
poverty may have greater problems 1nrobtaihing jobs than other youngsters.
Finally, for discriminatory or other reasons, black youngsters are well-
known to face especially poor employment prospects.

The current study focuses largely on the contribution of differences
in broad supply and demand forces to youth joblessness and touches only
briefly on the more complex social factofs mentioned above. The geographic

data set is well-suited to analyze the effect of broad market forces on youth

30
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because these forces vary substantively across SMSA's and can be viewed

as appropriate indicators of labor market conditions. The data set

on individuals provides appropriate information with which to assess

the incidence of joblessness among young persons wit* different characteristics
but lacks the information on incentives, skills, attitudes, and employment
policies that is needed to determine the .ausal forces behind any

observed relations.

Geographic Varviation in Youth Employment and Joblessness

The effect of some of the proposed explanatory factors on the youth
labor market can be analyzed with information on the work activity
of youths across SMSA's using data from the U.S. Census of Population of
1970. The Census has sufficiently large samples to provide information
on the activity of youths by age, sex, and enrollment status in 175
SMSA's. More limited infoimation on certain explanatory factors reduces

the sample to 114 SMSA's. .

£y .
* The-state of the youth labor market in each SMSA 1is measured by

three related variables: the ratio of youth employment to the youth
civilian population, which reflects the overall impact of supply and
demand forces on the amount of work from the group; the labcr force
participation rate of the young; and the rate of unemployment among the
young. The employmenl to population ratio is given the greates’ :tress,
as it is the clearest measure of objective behavior. The high mobility
of young persons into and out of the work force (see Clark and Summers)
and the possibility of significant encouraged-discouraged vorker behavior
makes the lab r force and unemployment mea<ures of activity looser and
subject to greater potential error.

The analysis differentiatés between majes and [emaies and among three

Q 22{}&}
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age groups, 16-17 year olds, most of whom are in school, 18-19 year olds;
and 20-24 year olds. Because of significant differences in work activity
by school status, calculations relating to the total youth group always
contain a variable for the fraction of the group enrolled in school. In addition
separate calculations are made for young persons out of and in school.

The three measures of youth labor market activity show considerable
differences in employment and joblessness across SMSA's, providing the
variation that is a prerequisit~ for fruitful analysis. As can be seen in
line 1 of Table 1, the standard deviation of the employment to population
ratio across SMSA's for all young men range from .069 for 16-17 year olds
to .059 for 20-24 year olds. The standard deviations of labor par-
ticipation rates are similar while those for unemployment are lover,
but with lower means.

Data on the explanatory factors were obtained from the Census of
Population of 1970, from the U.S. Statistical Abstract, which contains
a special section on SMSA's, and from other sources, as described in the
data appendix.

Differences in the relative supply of young persuns are measured by
the ratio of the number of young civilians in a specified age-sex group
to the number of civilian men 16 and over. Sizeable differences in the
cCistribution of - workers by age among industries and occupations

suggests the value ot separate analysis for each age-sex group.4 The ratio of

young persons tc men 16 #nd over varies considerably across areas, in part
because of differing fertility, mortality and migration patterns and in
part, it should be noted, because the Census enumerates college students
at their area of residence during college.5

Differences in demand for young workers due to differences in the

overall level of economic activity across SMSA's are measured by the

unemployment rate of 30-34 year old men, and by the rate of growth of

23y
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total personal income.

To take into account the likely impact of an SMSA's industrial mix
on the demand for young workers, a fixed weight index of the favorableness
of each SMSA's industrial composition to youth employment was estimated,
using national figures on youtn employment in industries. Specifically,
let 0y = ratio of the number of young persons in a specified age-sex group
working in industry i to total employment in industry i in the U.S. a3 a
whole; let wij = share of employment in SMSA 5 accounted by industry i
and let o = ratio of the number of young persons in the age-gex group
employed in the U.S. to total employment. Then the index of industrial
mix is defined by:

(4) IJ = )iifaila)wij

where o is used as a scaling factor.
The market imperfection most likely to affect demand, the federal
minimum does wot, of course vary across areas. Since the minimum might
be expecte! to have a bigger impact on low wage than high wage SMSA's,
average hourly earnings in an area can be used as a crude proxy measure
of the effect of the minimum: the higher the earnings, the less effective
the minimum should be. Since earnings measure other characteristics of
an area, however, this provides at most a weak test of the effect of the minimum.

State minimum wages do of course differ across areas but have low levels

and are weakly enforced. A 0-1 dummy variable for the presence of a state
minimum is entered in the cﬁlculations.

In the SMSA data set it is difficult tQ measure more compiex determinants
of youth labor market problems, such as lack of skills, motivation,
aspirations, and the like. Current govermmental survey data contains
little information on the activities of those most likely to be affected by
these factors, the out-of-school out-of-the-labor-force young persons.

O 4t best, one can include measures of some area characteristics which may

ERIC Sun '
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be associated with these factors. The following measures are examined:
the proportisn of one parent/female headed homes in the area; the
fraction of homes in the SMSA that are below the official poverty line;
the fraction of young persons in the SMSA who are black; and the number
of AFDC recipients per person in the SMSA. The fraction of homes in |
poverty turns out to be the most important of this set of variables.
Unfortunately, there are two possible interpretations which can be placed
on its effect: it could be an indicator of inadequate demand in the

srea in which the individual resides or alternatively, it could reflect
inadequate work skills and "human capital” formation in disadvantaged
homes. Because of this dual interpretation and because both pﬁverty

and youth unemployment may be simultaneously determined by other area
characteristics, the variable is deleted from some calculations.

Since the welf:re, one-parent female, poverty, and black variables
measure area characteristics, interpretation of their coefficients in
regressions is subject to the 'ecological correlation' problem referred
to earlier. The variables provide information on the incidence of youth
joblessness across SMSA's with different characteristics, not neéessarily

about the incidence among persons.

Pmpirical Analysis: Young Men, 16-24

The effect of the explanatory variables described above on the employ-
rent to population rate, labor force participation rate and rate oi unemploy-
ment of young workers is examined with ordinary least squares (OLS)

regressions of the following form:
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G) Yy =1aX, + U

i

where Yi = the relevant measure of lsbor force activity
Xy = explanatory variable

Ui = residual

The celculations use a linear form despite the fact that the dependent
variables are ratios ranging from 0 to 1. Experiments with the variables in
log odds ratio form yielded sufficiently eimilar results to those from the
linear form to make the latter, which 1s easier to interpret directly,
more desirable.

Table 1 contains the basic regression results for young men aged 16-17,
18-19, and 20-24. The regressions include controls for region and size of
SMSA (measured by number of persons), as well as the explanatory factors

described earlier. Regional dummies are included to control for potential

omitted factors that vary among major regions and lead to different labor
market conditions for youth. Size of SMSA is included to evaluate the
possible concentration of youth joblessmess in the larger areas. The
figures in the odd columns show the results of regressions which exciude
the fraction of homes below the poverty level while the figures in the
even columns show results Qith that variable included as an explanatory

factor.

"™e calculations accord a substantial role to the supply and demand
forces under study. In the odd column equations, the relative number of
young persons obtains a substantial impact on the employment-to-population
rate and on the labor force participation rate of 16-17 and 18-19 year olds
and on the unemployment rate of 16-17 yeaf olds though not on the position
of 20-24 year olds nor on the unemployment rate of 18-19 year olds. One

explanation for the differential effect by age 18 that the wages of the younger

Jiro

Q e




- 269 -

groups have less room for downward adjustment to supply increases than
the wages of the older group because the teenage wages are closer to
legislated minima.6 The ev-n numbered equations, which include the perceat
families below the poverty line as an explanatory factor show reduced
effects for the demographic variable amongst teenagers, particularly
16-17 year olds.

The two measures of the level of economic activity ir an SMSA, the
rate of unemployment of prime age (30-34 year old) men and the rate of

growth of total personal income in an area, have powerful effects on

the position of young workers in uearly all of the equations. The prime age
male unemployment rate significantly reduces the employment ratio and labor
force participation rate in all three age groups and raises the unemployment
rates of 18-19 and 20-24 year olds though not the unemployment rate of 16-17
year olds, for whom the reduction in participation is especially large. The
rate of growth variable is also accorded generally significant non-negligible

coefficients, which suggest that growing areas tend to have more jobs for the

young than declining areas. The measure of the favorableness of!}ndustry
mix to youth employment also turns out to be a major determinant of the
position of the young. The index is strongly positively relatel to the
employment rate and participation rate. By contrast, the log of average
hourly earnings in manufacturing and the dichotomous dummy variable for

presence of a state minimum did not noticeably affect the various

indicators of the labor market.

?wo of the measures of social characteristics used in the calculations
have substantial 1mpact§ on the employment, labor participation, and
unemployment rates. When the fraction of families below the poverty lecvel is
excluded as an explanatory variable, tre fraction of homes headed by women

has a significant depressent effect on youth labor market actiQity (odd

r

30




Tadle 1:

‘Means and Stendsrd Deviations
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Mditfonal Controls

Log Average lourly
Ecrnings tn Masufacturing

AFDC Recip: nts/
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Intercept

Summary Ststistice
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Source: See Data Appendix
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equations). When the fraction of families helcw the p;verty level is included
it dominates the calculétions, reducing the fraction of homes headed by
women to insignificance. If the fraction of families below the poverty
level is viewed as a measure of family background, and thus of "supply"
factors, the equations accord supply a major role in the youth market.
Alte:natively, if the variable reflects demand conditions in the SMSA
not captured by cther variables, the equations accord demand factors

a bigger role. The AFDC recipients/population variable and, surprisingly,

percentage black had, by contrast, no discernible impact on the denendent
variables. Because these are measures of area characteristics rather
than measures of individual characteristics, however, it should not be
concluded that those from welfare homes or blacks are not especially
hard hit by joblessness.

As for the remaining variables in the analysis, the size of city has
1little impact on the calculations, the percentage in school reduces labor

market activity noticeably, while the coefficients on the regional dummy

variables indicate that the yqung tend to do better in the Midwest and New
Englan@ and relatively worse in the Pacific, the South, and the North
Atlantic. '

It should be emphasized that in many of the calculations in Table 1,
explanatory variables have a stronger impact on employment to population

rates than on unemployment rates. For example, the relative number of

young persons significantly reduces the employment ratio of 18-19 year
olds but has no effect on their rate of unemployment, while the

prime age male unemployment rate, the percent annual growth of personal
income, and the index of industrial mix have larger impacts on employment
ratios than on unemployment rates. The reason for this pattern is that
variables which alter employment rates have comparable, sometimes larger

and sometimes smaller, effects on participation rates due to ‘encouraged’

’ ()
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]

or 'disééuraged' worker behavior and thus uncertain effects on unemployment.

The tendency for explanatory factors to affect employment and participaticn

>

f
in the same way and mute their impact on unemployment raises serious

. doubts about the emphasis usually placed on uhemployﬁent as the key

indicator of the youth market and as the main aependent variable with-

-which to study the market effects of diver;e supply and demand forces.

Labor Market Position, by Enrollment Status

Thus far the analysis has used a single variable, the fraction of young
persons in school, to differentia*e between the behavior of persons enrolled
in school and persons not enrolled in school. This assumes that the major
difference between the two groups-lies in the level of labor force activity
rather than in the effect of explanatory factors. As the response of
young persons to conditions may differ d;pending on enrollment status and

as lack of work is presumably a more serious problem for those out of

school, it is important to examin2 the determinants of the employment/
population, labor force partf~ipation, and unemployment rates for the
two groups separately. Accordingly, Table Z‘presen;s regressions in
which the dependent variables relate solely to either out of school or ~
in sch;ol youta. The independent variables are identical to those
used in Table 1, except that the percent of youth in school 1is deleted
as an explanatory factor. B
HhiI; selected coeff icients diff;r, the results for‘the out of school
and in school youth are qualitatively similar, suggesting roughly
comparable market processes at work. The ratio of young men to ‘all
men obtains negative coefficients on the employment and participation rates

of all groups save 18- :9 year olds out of school. As a set, the demand

side variables obtain generally comparable regressicn cocfficients, though

Qe
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particular variables have different impacts: the rate of unemployment of men

30-34 has a somewhat larger effect on out of school than in school young men
while the growth of personal income has a larger effect on the in school
group. The family and related social characteristics variables also tell
much the same story for both groups of young men.

To what extent is the division of the youth population between in

school and out of school also affected by the demand and supply variables

Because the Census enumerates college students by their place of

college résidence (whose labor market conditions presumably do not influence
enrollment dettsions),this important question can be anélyzed with
\\ existiﬁg Census data only for 16-17 year olds who are unlikely to be
\Kin college as yet" For that group, the labor market Qariables obtain
reasonable coefficients: the relative number of young persons and average
hourly égrnings in th; area raise the proportion in school while the rate

of growth of personal income, the industry mix, and the fraction of female

headed homes or with incomes below the poverty line reduce the proportion

L in school:7

Estimated Effect of Variables on Percent in School, 16-i7 Year 0lds

Coefficient €tandard Error
Relative number of young 1.25 .40
Average lourly earnings ‘ .04 .02
Growth of personal income -.37 .19
Industry mix . -.08 .04
Percent with Incomes below poverty line -.56 ) .02

These results suggést that the fraction of young persons vho drop out

of school rises when the lator market i{s stroncer. Far 18-7Q and

20-24 year olds, comparable regressions tell a gimilar story, with even
larger coefficients on the labor market variables but, as noted, with less

o
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clear causal connections. We conclude that tho same factors that influence
the labor market for youths as a whole have roughly comparable effects

on thq?e out of school znd thosz in school, which implies that inferences
based on the entire youth population are reasonably likely to hold for
either subgroup, and may also possibly affect the division between the

two groups.

The Imvact of Supply and Demand Factors

In terms of our initiél analysis of youth joblessness as reflecting
differing supply and demand schedules (coupled with sluggish wage
adjustments), to what extent are the observed differences in youth

joblessness across SMSA's attributable to supply factors or to demand

&%

factors?
To answer this question I have calculated the incremental th;hen

supply or demand factors are added to regressions that include the other

relevant variables and have also calculated standardized regression coefficients,

which show how much change in dependent variables is pssociatcd with standard

deviation changes in explanatory factors. Because of the significance

of the percent of families below the poverty line in the snalysis and

the problems of interpretation noted earlier, calculatioas are made

with that variable included and excluded from the analysis. Table 3

presents the results. The columns labelled (a) are éased on calculations

which exclude the percent of fapfiies below the poverty line ‘rcm the analysis,

vhile those labelled (b) include that variable, either as part of the supply

set or as a control variable in the calculations. In the (a) calculations

supply factors tend to be more important than demand factors for 16-17

year olds, about equally as important as demand for 18-19 year olds and

less important for 20-24 year olds. In the (b) calculations, the percent

of families below the poverty line dominates the regressions for the younger

311
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Table 3: Differential Pffect of Supply and Demand Forces on Youth Employment and Unemplovment
EMPLOYME} I RATE UNEMPLOYMENT RATF
16-17 18~19 20-24 16-17 18-19 20-24
Messure of Impact Year olds Year olds Year olds Year olds Year olds Year olds
(a) (b) (a) (b) (a) (v) (a) (b) (a) (b) (a) (b)
Incremental Rz
Demand Varisbles .05 .02 .07 .04 .07 .06 .01 .0l .08 .06 .1Q .17
Supply Variables .19 .01 .06 .02 .02 .04 15 N5 .04 .99 .02 )
Percent Below .24 .07 77 .11 .05 .02
Poverty Line
Effect of Onc_Standard Deviation Change
.52 .32 .67 «56 .61 .35 -.11 ~.05 -.56 «,49 -71. -.68
Dmn%a"“:ﬂ:loefs)
Prime age male (.22 (.15) (.20) (.16) (.35) (.32) (-.08) (~.06) (=.34) (-.32) (~.61) (-.6N)
unemployment rate
Percent growth (.13) (.0S5) (.23) (.17) (.10) (.06) (-.09) (~.06) (-.15) (=.11) (-.06) (-.n3)
personal income
Index of (.17) (.12) (.24) (.23) (.16) (.17) (.n6) (.07) (-.07) (~.06) (-.04) (.05)
industrial wmix
Supnly(sum of -.72 (-.19) -.53 =23 -.22 .00 .54 .37 .28 07 -04 =,20
variables)
Relative no.  (-.23)(-.08) -.19 (=.17) (-.02) (-.03) (.33) (.29) (-.03) (~.04) (-.19)(-.18)
of young people
AFDC (.00) (.10) (.05) (.11) (.07) (.13) (.02) (-.02) (.00} (~.04) (-.06)(-.11)
recipicnts/popl.
~ Percent female (-.47)(-.11) (-.39) (=.14) (~.25)(-.02) (.36) (.24) (.33) (.13) (.16) (.M3)
headed homes
Percent black (-.02)(-.10) (.01) (-.03) (.02) (-.09) (-.17) (=.14) (=.02) (.02) (.95) (.M)
Percent below -.86 -.47 -.41 .27 .39 .23
poverty line
Source: Calculated from regressions, as in table 1, with percent below poverty line excluded from column a and included fn
column b regressions. All calculations include control variables used in table 1 hut not listed as reflectine
demand or supply factors - i.e. region dunmies. :3 1
a v
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age groups, so that its inclusion as a demand or supply variable is critical in
determining the relative importance of the two sets of forces. Even
with the percent below poverty variable, however, demand factors continue
to ve the dominant factor for 20-24 year olds and remain more important
than supply factors for 18-19 year olds as well. Perhaps the safest
* conclusion to reach is that supply or background factors are relatively
more 1mpor§ant determinants of the position of teenagers while demand

factors are more important for those in their early twenties.

Work Activity of Young Women

To see whether the labor market position of young women is influenced
by the same factors that determine the position of young men, the employ-
ment to population rate, labor participation rate, and rate of unemploymeﬂt
of women aged 16-17, 18-19, and 20-24 are regressed on essentially the same
variables as in tables 1 and 2, with two exceptiéns: the relative number
of young persons is measured by the ratio of the number of young women
in each group (rather than the number of young men) to the number of
civilian men 16 and over, and the index of industrial mix is based on
the ratio of young women to all workers in the industry in the U.S.

(rather than by the ratio of young men to all workers). Table 4 summarizes

the results of the regressions for young vomen in terms of the OLS coefficients
and standard errors of the major variables and the summary statistics and
presents comparable information from the regressions for young men.

The reqression results reveal considerable similarities between the
sexes in the labor market effects of most variables. The relative number
of young persons is an exception: it does not reduce the employment to
population rate and labor participation ratio of 16-17 and 18-19 year old
women with the same significance and magnitude as it does for 16-17 and

O 18-19 year old men. In contrast, the prime age male unemployment rate
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Table 4;: Comparison of the Effects of Major Economic Variables on the
Economic Position of Young Men and Women

Exployment Ratio Labor Force Participation Rate Unemployment Rate
Male Female ‘Male Female Male Female

16~17

Relative Number -.82 -.17 -.26 -.07 . 1.52 .26
of Young People (.75) (.79 (.80} (.85) (.47) (.58)
Prime Age Male -1.01 -1.38 . -1.04 -1.32 .20 .74
Unesployment Rate (.50) (.53) . (.53) (.57) (.31) (.39)
Percent Growth of .23 .37 .18 | .35 -.14 - .24
Personel Income (.34) 1.36) . (.36)° (.39) (.21) (.26)
Index of .14 .14 .18 .17 .04 .01
Industrial Mix (.08) (.06) (.08) (.07) (.05) (.05)
Percent of Female -.42 -.10 -.18 -.07 46 -.14
Headed Households (.52) (.57 (.56) (.62) (.33) (.42)
Percent families ~1.61 -1.30 -1.80 -1.43 .24 .96
Below Low-Income (.30) (.33) (.32) (.35) (.19) (.24)
Level

r? .78 .78 .77 .77 -63 .70
18-19

Relative Number -1.36 -+ 10 =1.60 ~-1.18 -.19 -. 64
of Young People (.59) {.64) (.62) (.65) (.38) (.40)
Prime Age Male ~-1.06 -.88 -.38 -.34 1.11 1.04
Unemployment Rate (.45) (.50) (.47) £.51) (.28) ( 31)
Percent Growth of .77 . 54 .68 42 -.26 -.39
Personal Income (.31) (.34) (.32) (.34) (.20) (.21)
Index of .38 .26 .39 .22 -.06 -.12
Industrial Mix (.12) (.11) (.12) (.11) . (.07) (.07)
Percent of Female -.53 .35 -.41 .52 -.07 -.16
Headed Households (.47) (.54) (.49) (. 54) (.15) (.17)
Percent Families -.84 ~1.62 -.71 -1.51 .27 .02
Below Low-Income (.24) (.28) (.25) (.28) (.30) (.34)
Level

R? .80 .81 .78 .79 .72 .76
20-24

Relative Number -.09 .16 -.33 .19 -.29 .05
of Young People (.24) (.21) (.24) (.19) (.11) (.09)
Prime Age Male -1.88 -1.10 -.55 -.74 1.66 .70
Unemployment Rate (.35) (.42) (.35) (.39) (.16) (.18)
Percent Growth of .25 .27 .23 .15 -.07 -. 24
Peruonn} Income (.24) (.29) (.24) (.27) (.11) (.12)
Indéx of .27 .29 .26 .17 .04 -.21
Industrial Mix (.11) (.14) .11} (.13) (.05) .05)
Percent F&arle -.07 .86 - 06 .93 .02 .00
Headed Housc'wlds (.37) (.45) (.37) (.42) 170 {.20)
Percent Families ~.65 -1.55 -.50 -1.52 .21 .28
Below Low-Income (.20) (.23) ’ (.19) (.22) (.09) 0)
Level

2’ .84 7 .82 .74 .86 77
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has as sizeable impacts on the employment/population, labor force
participation and unemploymenc rate of women as on those for men.

The growth of personal income, the index of industrial mix, and the
fraction of families below low-income level also have roughly comparable
effects. The fraction of one parent/female homes has a somewhat

smaller effect on the employment of 16-17 year old women than on 16-17

year old men. But has comparable effects in the other age groups.

Although there are differences, the overall impression from the table
is that similar area factors are associated with geographic variation in

the employment of young women as of young men.

Relevance to Changes Over Time

The question naturally arises as to the relevance of the cross-
sectional calculations to observed changes in youth labor force activity
over time. Are the es.‘mated effects of variables in the cross-section
consistent with comparable estimates from time series data? Do the
estimates help explain observed trends in the youth labor market?

To compare the effect of variabies in cross-section and time series
data, it is best to estimate their coefficients with identical controls.
Since the time series has fewer observations and less information about
some variables, a relatively simple set of comparable regressions was
estimated for the SMSA data set and the time series. The employment to
population rate, labor force participation rate, and rate of unemployment of
young male workers 16-17, 18-19, and 20-24 was “egressed on three explanatory
variables: the rate of male unemployment; the ratio of the number of young men

. in each age group relative to the number of men 16 and over; and neasures of the

linimﬁm wagé, 1n average earnings in private industry in the cross-section

data and 1n of the federal minimum divided by average earnings in private

F
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industry in the time series. The cross-section data are taken from the
basic SMSA data set. The sources of the time series data are described

in the data appendix. Because of the danger of mistaking similar trends
in time series variables for causal relations, the time series regressions
are egtimated in two different specifications: without a time trend
variable and with a trend variable included.

Table 5 presents the estimated coefficients from the time series and
cross-SMSA regressions. While there are some differences in the estimated
effect of variables, the general pattern is of broad similarity in the
regression coefficients. The rclative number of young pergons has a roughly

similar qualitative impact on employment to population and labor

particination anc unemployment rates in the two sets of calculations. Note
however that the magnitude cf the estimated coefficients in time series
reg}esnions is quite sensitive to inclusion or exclusion of trend, a
pattera that highlights the problem of inferring the effect of demographic
factors from the time series data. The unemployment rate of men reduces
the employment to population-rato and raises the uhemployment rate of all
groups by similar magnitudes and has comparable effects on the labor force
participation of 16-17 year olds (though not on those of 18-19 and 20-24
year olds), The third explanatory factor, the minimum wage variable is
negative, of comparable magnitude in the reg;essions for 16-17 and

18-19 year olds, where it obtains significant effects on the employment

to population and labor force participation rates but has no discernible
impact on the unemployment rate. The minimum wage variable is, or the
other hand, accorded different effects on the 20~24 year olds in the cross-
section and time series. Overall, however, the coefficients from the

two sets of regressions are roughly consistent, enhancing the believability

of each. :}! :7




Table 5: Comnarison of tha Ratimated Effect of Selectsd Variahles
on Youth Work Activity, 1948-77 Time Series Regressions vs. Cross—SMSA Regressions

A) Employment to Population Rate

16-17 yeaxr olds 18-19 year olds 20-24 year olds

Variable icross-SMSA time series cross-SMSA time geries cross—~SMSA time series
Total unemploy- -2.25 - =2.05 -2.44 -2.28 ~1.94 -1.72 =3.41 -1.49 -1.51
ment rate (.60) (.36) (.36) (.52) (.51) (.54) (.42) (.32) (.25)
Rel. no. of -3.57 -3.33 -6.09 -3.38 -3.18 -1.27 -1.66 -.94 -.20
young persons (.83) (.48) (1.12) (.58) (.64) (1.83) (.21) (.20) (.24)
"Minimum wage" -.12 -.09 -.11 -.15 -.14 -.10 - .11 -.01 .06
proxy . (.04) (.03) (.03) (.04) (.04) (.05) (.03) (.03) (.03)
Time trend - -— .26 - - -.18 - - -.19

(.10) 17 (.05)
R2 (.25) .75 .80 .33 .60 .62 .49 .65 .79

B) Labor Force Participation Rate

- I8¢ -

Total unemploy- ~2.03 -1.07 -1.69 -1.08 .13 .21 -1.70 .56 .55
ment rate (. 63) (.46) (.41) G.53) (.51) (.55) (.41) (.24) (.22)
Rel. no. of -3.10 -1.78 -6.19 -~3.43 -2.18 =1.45 -1.72 -.61 -.15
young persons (.89) (.60) (1.28) (.59) (.64) (1.85) (.21) (.15) (.20)
"Minimum wage" -.15 -.09 -.12 -.18 -.13" -.12 -.12 .00 .04
proxy (.05) (.04) (.03) (.04) (.04) (.05) ") €.02) (.02)
Time crend — - 41 - - -.07 -— - -.11
. (.11) (.17) (.04)
R< .21 .62 .63 .33 A YA 42 .49 .62

C) Unemployment Rate

Male unemploy- 1.24 2.32 2.07 2.20 2.90 2.70 2.28 2.34 2.35
ment rate (.26) (.18) (.16) (.26) (.19) (.18) (.15) (.16) (.12)
Rel. no. of 2.41 3.65 1.88 .48 1.72 -.05 .06 .45 .08
young persons (.37) (.24) (.49) (.29) (.24) (.60) (.08) (.10) (.12)
"Minimum wage" -.03 .02 .01 -.02 .02 .00 .00 .01 -.02
proxy (.02) (.01) (.o1) (.02) (.02) (.02) (.o01) (.o1) (.01)
Time trend — -— .17 - 7 - .17 -— - .09
7 (.04) (.04) (.02)
R .41 .93 .96 YA .90 .93 .70 .90 .94

l’1'he minimum wage variable in the croes-SMSA deta set is the In of the inverse of average hourly earnings in the area.

Tne minimum wage varfable ir the time series data set is the 1ln of the ratio of the federal minimum to «verage hourly
earnings.

Source: Cross-SMSA figures based on regressions using 114 SMSA data set. Time series figures based or data
described in data appendix.
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While the cross-section and time series regressions yield roughly

similar estimates, it is important to note that neither analysis explains

develoﬁments in the youth labor market in the 19708. As Table 6 shows,

from 1969 to 1277 the employment/population ratio of 16-17 year olds
changed modestly while their labor force participation and unemployment
rates rose. There was a marked divergence from 1969 to 1977 between
actual changes in youth work activity and the changes predicted by either
the cross-section or time series models. Because the adult male un-
employment rate increased sharply while the relative number of young
persons either changed only slightly (teenagers) or increased (20-24 year
old workers), dwarfing the effects of a decline in the ratio of the minimunm
wage to‘the average wage, the cross gsection’and time series regressions
predict a marked decline in the employment/population and labor
participation rates, and a sizeable increase in unemployment rates. In
fact, emplofment/population ratios changed unevenly while labor participation
rates rose sharply so that only the unemployment rates followed the
predicted pattern. Despite concern over the inability of the labor

market to generate jobs for youth, youth work activity did not decline or
decreased only slightly in the 1970s, despite adverse cyclical and cther
developments, for reasons that are unclear. While our time series and

cross-section regressions yield comparable results, neither idequately

tracks the performance of the youth market in the 19708.9

Individual Variation

The analysis thus far has treated area data which, while well-
suited for investigating the effects of broad market factors ir. the
position of youth, provides only weak informatfon on individual differences
in youth participation or unemployment. To obtain a better under-
standing of the incidence of youth labor market problems among individuals
and of the social characteristics of the individuals lacking employment,

it is necessary to obtain data on individuals rather than on SMSA's.

30




Table 6: Predicted and Actual Changes in Youth Work Activity, 1969-1977

Actual Value Actual Change Predicted Cnanges, 1969-1977
1969 1977 1969-1977 Using cross- Using time- Using time-
section model series model ' series model
Explanatory Factor without with trend
Rate of Unemployment of .015  .035 .020 trend '
Adult Men

Relative No. of Young Persons

16~17 year olds .059 .057 -.002

1819 year olds . .051 .053 .002

20-24 year olds .101 «124 .023
Ln(Minimum Wage/Average Wage) -.734 .-.821 -.087
Trend 22 30 8
Dependent Variablea
Employment/Population

16-17 year olds 40.8 40.5 -3

18-19 year olds 59.7 61.2 1.5

20-24 year olds 78.6 76.5 =2.1
Labor Force Participation Rate

16-17 year olds 47.3 50.3 3.0

18-19 year olds 65.9 72.5 6.6

20-24 year olds 82.8 85.7 2.9
Unemployment Rate

16~17 year olds 13.8 19.5 5.7

18-19 year olds 9.4 15.6 6.2

20~24 year olds 5.1 10.7 5.6
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The Surveyaof Income'and‘Education, conducted in the spring of 1976,
provides &n especially valuable sample for such an investigation. The
survey contains about 3 times as many respondents on the standard

Cufrent Population Survey monthly samples and a variety of information

on family baékground that is unavailable in most CPS months.  Of particular

=

importance, the SIE has data on wages and hours worked over a year, as

well as on employment status, which ﬁermits comparison of the effect of

variables on rates of pay as opposed to the amount of work activity..

The SIE data are examined in two stages, First, 'a linear probability
nodél is fit linkingldisyotomous dummy variables for employment and fors
unemployment in Spring 1976 to various characferistics of the individual
and his or her family. éiﬁce the linear‘model is additive, the eféect of
variables on the probability of laborﬁforce participation can be bbtained
by adding the coefficients on employment and unemployment. While the linear

model is not entirely appropriate for analysis of 0-1 variables, the advan-

‘j\ﬂ

tage of a more complex curvilinear form, such as the logistic, is likely
to be modest. Seccond, 1n earnings eauatiéng are cstimated linking hourly
and annual earnings in 1975 to the same set of measures of individual
characteristics. The earnings equations provide informaticn on the
wage side of the youth labor market. Comparison of the effect of variables
on hourly earnings and on the probability of employment or annual earnings
(which depends critically on the probability of employment over the year)
can cast considerable 1ight on the extent to which youth labor market
problems are asscciated with joblessness as opposed to, or in conjunction
with, low rates of pay.

The rnalyses examine the impact of the following characteristics of

individuals or their families:

7 :}')')
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-race, measured by a dichotomous variable (=1 when the individual is black);
-receipt of welfare by the household of residence, a dichotomous
va;iable vhich takes the value 1 if the family obtained welfare in 1975;
-receipt of food stamps, a dichotomous variable which takes the value 1
if the family obtained food stamps in 1975;>
-residence in public housing, a dichotomous variable which takes the
value of 1 1f the family was living in public housing when surveyed;
-residence in a one parent/female home, a dichotomous variable which
takes the value 1 if the individual's parental family contained a female
head of household;
~years ¢*¢ educétion;
-school activity status, a dichotomous variable which takes the value 1
if the Eerson's majorjactivity at the time of the survey was being in school;
-other family income, a continuous measure of total family income in
1975 minus the individual's earq}ngs in 1975;

-region of residence, cénsisting of 7 dummy variables for region;
- ) s

-urban status, a dichotomous variable which takei/;ﬂe value 1 if a

persun 1lived in an urban area in 1976;

~-family income below the povégty line,‘ﬁ 0-1 varigﬂlehwhich takes
the value 1 if the family income in 1975 fell below the éfficial poverty line.
Since somerf the respondents are no léﬁger living wifh thei;‘parents or
othervadults, the measures of family background‘do not always relate to

the position of the home in which they were brought ub: for:16~17 and

'18-19 year olds, of whom only 0.6% and 8% reside outside the home

. . . & N
of their parent or other adult, the problem is not severe; for 20-24
year olds, of whom about half are themselves heads of households and

A

for many of those out of school, however, the family variables relate
to parental homes for a siénifican; fraction and to homes headed by
the individual for a significant fraction, which confuses the intetpr* \t1on.

To deal with this problem, & dummy variable.for those who are themséﬁves

N4
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heads of households was included in all of the calculations, and the
variable was interacted with other family income. In addition, for

20-24 year olds, separate calculatigqg for those residing in homes headed
by others were estimated. The results are sufficiently similar to those
reported in the table as to suggest that the head of household dummy
variable suffices to deal with the problem.

The calculations yield one striking result: the factors that influence

the employment status >f young workers are not the same as the factors

that influence their wage rates. Being black, for example, lowers the

probability of being employed substantively but has liitle or no effect
on wages. In one sense, this result justifies analysis of youth job-
lessness as a labor market problem distinct from standard analysis of
wages. While presumably related, the de:erminaﬂfs of employment chances

and earnings differ enough as to constitute separate subjects -of study.

Evidence for the claim the personal characteristics have very
different effecés on employment status than on earnings is given in tables
7 and 8. Table 7 summarizes the results of the linear
probability estimates of the determinants of the employment and joblessness
of all young men aged 16-17, 18-19 and 27-24, and for 18-19 and 20-24 year
old men out of school10 The first column in each heading records means
of the relevant variables while the next two colemns give the regression

coefficients and standard errors from the linear probability model.

Not surprisingly, the calculations show that black youth, those with
fewer years of ooling, and those whose major activity is,schbél'turn
out to have much lower rates of employment and higher rates of unemploymeat.
The measures of family status-- being in a female headed home, family
recelpt of welfare or food stamps, and resideACe in;public housing,;the
income of the household exclusive of the young person himself and,whether
the family is or 1s not below the poverty line--also have some effect, with__

[1{c . 307
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Table 71 Linear Prodabiiity of Estimates of Determinants of

the Employment of Younp Men, 1976

1
Out of School
o All 16-17 year olde All 18~19 year olds ‘m:]'o"'v‘,.ﬁ—,‘;f,‘,, All 20-24 year olds ’Té%‘?ﬁ%«h
; Mcasuro of -  means empl. unesp. means empl. unemp. mesans empl. unemp. means empl. unemp. means empl. uncmn.
M Background Status 47 .11 .63 .11 .75 .13 .74 .09 .81 .10
‘ Individual atazus ’
black ’ . .10. =.20 .06 09 =21 .11 09 =.19 .12 .08 =.12 .05 .08 -.10 04
(.02) (.01) (.02) (.01) (.03) (.02) (.01 (.01) (.01) (.01}
- years cf 3chooling 10.0 .044 -.007 11.6 .02 =,01 1na .033 -,02 12.8 .012 =-.005 12.2 014 -,007
(.008) (.003) (.003) (.002) (.015) (.004) (.001) (.001) (.002) (.0n1)
major activity .67 =20 =.10 .36 =34 -.08 — - -.43 =05 -— -
is 1in school (.01) (.01) (.01) (.01) (.01) (.01)
. Tamily status
- . female headed 13 -.02 .01 .11 =-,.05 .02 .12 -,03 .02 06 =.05 NS .06 =.08 .05
. home (.02) (.01) (.02) (.01) (.03) (.02) (.01) (.Mm) (.01) (.01)
family receives .08 ~.08% .08 .06 =.,02 =.01 .08 =,04 -.00 .06 =,08 .06 .05 =.,08 .06
welfare (.92) (.01) (.02) (.02) ¢.03) (.03) (.02) (.01) (.n2) (.01)
food stamps .12 -.04 .91 10 =,07 .07 .14 =,08 .10 .10 =,04 .08 12 =,06 .07
(.02) (.01) (.02) (.01) (.03) (.02) (.n1) (.01) (.01) (.01)
' public housing .02 -.02 .06 .02 =.12 .09 .02 -.16 .11 02 =-,11 0N 02 =12 -.00
x (.08) ¢,02) (.03) (.02) (.05) (.04) .n2) (.n2) (.02) <(.N2)
other fomily $18.305 .047 -.021 17.437 -,001 003 13.500 .000 -.001 11.973 -.001 002 9.793 -.001 =-,001
income(in thou- (.026) (.017) (.0004) (.CO3 ) (.001) (.0007) (.0003) (.0N07) (.005) (.0N0&)
sands of §)
family below Al =06 .02 A1 -,08 .01 14«06  .007 .09 =08 .03 ~.08 -.N08 .04
poverty line (.02) (.01) (.02) (.o01) (.02) (.02) (.01) (.01) (.01) (.01)
Other Control
S T E— R A A A /o /.
head of hcusehold v/ Y Y Y / 4 4 -
intoraction: head ' ' / Y '3 / / / Y Y /

of household and
other family income

region ] ] 8 8 8 ] ] ] 8
urban v Y Y 4 / Y / Y v
subsidized rent v Y v v / 4 4 4 4 4

Summary Stecistics
R .12 .03 .17 .23 .09 .07 .17 .03 .07 .05

SEE A7 .31 o b 31 42 .35 .40 .29 .38 .29
n 9297 9297 8475 BA76 3185 183 18,395 18,395 12,513 12,513

1'rh. numbers in this ¢olwm represent a smaller fraction of the youth than the proportion whose major activity is "in school.”
This i# because a strictur definition of schooling is used. Persons out of school sre not enrolled at all. Since some p2rsons
“ whose major sctivity 1is reported as other than being in school are snrolled, the nusbers in the out of school colusns represent
_ s smaller fraction of the total than would be obtained from tha Wmajor activity question.
Oy

fources Survey of Incowe and Education 3 - b
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& general pattern that those from more disadvantaged backgrounds have
lower probabilities of employmené and higher probabilities of unemployment
than those from more advantaged backgr0und;. The anost noticeable
exception to this generalization is that other family income is accorded
little or no impact on employment or unemployment in the bulk of the
calculations. Even so, the regressions suggest youth joblessness is con-
centrated among persons from more disadvantaged homes and, with all other
characteristics fixed, among blacks.

The 1n hourly earnings in table 8 teli a very different story about

the determinant of the wages of the young. First, and perhaps most

importantly, being black is not a major depressent of wages. Aniong 16-17
year olds, being black is actually associated with higher wages while in
the other age groups, blacks are estimated to have only a 5 to 6 percent
disadvantage. Second, with the exception of the poverty line variable,
the measures of family status also fail to evince the negative effects

found in the employment and unemployment regressions. Being in school and

years of schooling also have much smaller impacts on wage rates than on

employment status. Since being below the poverty line is partially

determined by wages, particularly for 20-24 year olds, making its strong
11

effect on wages questionable in terms of the direction of causality,

the main conclusion is that the background factors which adversely affect

employment chances have much diminished or in some cases opposite effects

on wage rates.

Since the calculations in table 8 are limited to persons who worked
and reported earnings in 1975 while those in table 7 refer to a larger

ssmple which includes those who dig not work, it is possible that some of

the diffezential effects are aitributable tn differences in the samples.

To check this possible bias, as well as to expand the analysis to a

325




Table 8: Regression Coefficient Estimates of the Background Determinants of the la of Bourly and Annuai Barnings of
Young Men, 1975 »
' 16-17 year olds 18-19 year olds 20=-24 year olds B
mean 1n hrly 1n aanl  implied mean In hrly 1n annl implied mean ln hrly 1n annl implied
, earnings earnings 1n annl earnings earnings 1n annl earnings earnings 1ln amal
1 Measure of hrs wkd hrs wkd hrs wkd
ckground Status .53 6.37 5.84 .80 7.36 6.56 1.16 8.29 7.16
black .07 .14 -.17 -3 .07 ~-.06 -.33 -.27 .07 =.05 =-.14 -.09-
(.04) (.06) (.04) (.051) (.02) (.03)
years of schooling 10.2 .04 .09 .05 11.7 -.04 -.01 .03 12.8 .N07 -.04 -.03
(.01) (.02) (.02) (.01) (.n02) (.nN4)
major activity is €6 =~.01 ~-.26 -me25 .34 -.05 ~-.50 -.45 .13 -,08 =70 -.62
; in school (.02) (.03) (.02) (.03) (.01) (.02)
female headed home .13 .08 .01 -.07 .10 .04 -.08 -.12 .06 =,00 -.08 -.08
. i (.03) (.05) (.03) (.02) (.02) (.03) ,
h-ily receives .07 .05 -.12 -.17 .05 .01 =-.14 -.10 06 ~.06 -,22 -.16
welfare (.05) (.07 (.04) (.06) (.03) (.04)
food stamps .10 .05 .07 .02 .09 .00 -.09 =-.n9 '
(.04) (.06) (.03) (.05) e
public housing .02 .07 .26 .21 .02 .13 A1 -2 .02 -.04 -.24 -.20 &
(.08) (.12) (.07) (.10) (.04) .03 '
other family income $18.994 .003 .002 -.001 17.815 .002 -.002 ~.004 11.924 «.793 -.N08 -.003 -
(in thousands of $) (.001) (.001) (.001) (.001) (.n05) (.00n1)
family below 1975 .08 =.16 -.43 -.27 09 -.37 -.72 -.25 .07 =.56 -1.25 -79.
poverty line (.04) (.06) (.03) (.05) (.Q2) (.03)
Jther Controls
Tege / / / / / Y
-head of houasehold 4 4 4 Y. 4 4
-interaction: head / 4 v Y v/ Y
of household and
other family incoar
-region 8 8 8 8 8 8
-urban 4 4 Y Y Y Y
-gubsidized rent v/ v/ Y v / v/
Susmary S.atistic
I aaa .03 .10 .20 .06 12 .34
SEE .73 1.05 .95 .66 .58 .83
n 5240 5240 6728 6728 15 430 15 43n

3')~) ‘ource: Survey of Income and Education
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more coutinuous measure of tine worked, the log of annual egrnings was
also regressed cn the independent variables in the sample reporting earnings.
Differences between the impact of variables on log of hourly and lﬁg of
annual esrnings reflect effects on annual hours worked. As can be geen
in table 8, these calculations confirm the basic conclusion that rates
of pay are largely unaffected or affscted differently by the background
factors under study than is time worked. Whereas, for example, being
black reduces the log of hourly earnings of 18-19 year old blacks by
+06 la points, it reduces the log of annual earnings by .33, implying
& .27 reduction in annual hours worxed.

The divergent effect of race and background factors on time worked
and rates of earnings per hour (or week) highlights an important aspect
of the youih labor market: striking differences between its employment
and wage dimensions. The disadvantaged groups that bear the brunt
of joblessness obtain roughly similar pay to other youngsters
upon receipt of employment. While it may be aigued that the concentration

of youth joblessness among certain groups, whose pay 1s the same as

that of others, could be alleviated by wage differentials (tying the
eaployment and wage findings together), perhaps the safest conclusion to
reach is that the labor market problem for the disadvantaged is largely
one of generating jobs. Once employed, blacks snd other disadvantaged

youth have roughly as high earnings as other young persons.

v Summary of Findings

The results of our analysis of geographic and individual differences
in youth employment, unemployment, and earnings can be sumnarized
briefly: rirst, the employment of young workers across areas debends
in a reasonably comprehensible way on demand and supply factors, notably

the oversll lavel of economic activity, as reflected in rates of unemployment

321
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of prime age men and growth of personal income, the industrial composition
o} employment, the number of young persons relative to the number of older
persons (for teenagers only) and the poverty status of an area. Second,
variables that influence employment often have comparable effects on labor
participation, leading to smaller or even contrary effecte on unemployment.
Analyses which focus strictly on unemployment rates may, as a result, be
highly misleading. Third, the cross-s2ction calculations, while yielding
results consistent with comparable time series regressions, do not provide
an explanation of youth labor market developments in the 1970s, when
employment to population rates did not fall and participation rates increased
in the face of adverse economic changes. Fourth, the correlates of youth
joblessness are not the same as the correlates of low wages, with blacks

and others from disadvantaged backgrounds having higher incidences of job~-

lessness but obtaining similar wages to other workers.
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Footnotes

lletween 1967 and 1977 the number of persons aged 16-24 increased by 37
vhile the population 16 and over increased by 23%, as calculated from

U.S. Department of Labor, Employment and Training Report of the President,

1978, table A-2, pp. 181-182.

2The SMSA data set is described in the data appendix. For a detailed
description of the SIE survey see U.S. Department of Commerce and U:S.
Department of Heilth Education and Welfare, "Assessment of the Accuracy
of the Survey of Income and Education™ A Report to Congress Moderated

by the Education Amendment of 1974 (Jan. 1967).

3To solve for the equilibrium set A(1nD-1nS) = 0.

4See R. Freeman and J. Medoff, "The Youth Labor Market Problem: An Overview,"

table 6, where significant differences in the distribution of the 16-17,

18-19 and 20-24 year olds acong industries and occupations are ghown.

S'l'he coefficients of variatior for the ratio of young men to men 16 and

over are: 16-i7 year olds, .113; 18-19 year olds, «16; 20~24 year olds, .17.

6Another possible explanation is that 20-24 year olds migrate to areas
with low rates of youth Jjoblessness, which would mute or reverse, any
adverse effect of relative numbers on joblessness. By contrast the

bulk of teenagers reside with parents who are unlikely to migrate to areas

vhere job opportunities are better for the young.

An these regressions I have included all of the control variables used

in Table 1.
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8Analysis of the in-school and out-of-school youth can be developed
further through estimatfon of the structural supply and demand equations
which presumably underly the relations examined in the text. Such an
analysis would seek to Jdetermine the degree of substitutability be%ween
in-school and out-of-school youth in the job market among other things.

9?0: a similar conclusion gee Burt Barnow, "Teenage Unemployment and

Demographic Factors: A Survey of Recent Evidence" (U.S. Department of
Labor, March 21, 197%).

loAs described in the table note, persons in the out-of-school group are

limited to these not enrolled in school and do not include enrolled persons

who report their major activity as being other than in school.

11Regressions with the poverty variable excluded, reported in an earlier
version of this raper, yield results on other variables comparable to
those in tables. Hence inciusion of the variable does not mar irter-

pretation of the other regression coefficients.

=
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DATA APPENDIX

Cross-SMSA Data

1. AFDC recipients

Source: Bureau of the Census, Statistical Abstract of the United

States, 1971, sz:ction 33: Metropolitan Area Statistics.
2. Average annual rate of growth of personal income, 1958-1969

Source: Bureau of the Census, Statistical Abstract of the United States,

1971, section 33: Metropolitan Area Statistics.

3. Average hourly earnings 197C of production workers on manufacturing

payrolls

Source: Bureau of Labor Statistics, Employment and Earnines

States and Areas 1939-74, Bulletin 1370-11.

4. Biack population as percentage of total population

‘Source: Bureau of the Census, 1970, Census of Population, General

Characteristics of Population, 1970, table 24: Age by Race and Sex, for
Areas and Places: 1970.
5. City size (population of central city)

Source: Bureau of the Census, Statistical Abstract of the United

States, 1973, section 34: Metropolitan Area Statistics.
6. Demographic variables
Source: Bureau of the Census, 1970, Census of Population, state

volumes, Detailed Characteristics, 1970, table 164: Employment Status

by Race, Sex, and Age: 1970.
Calculations: 16-17 year olds demographic variable = 16-17 year old
male civilian population/total male civilian population. Demographic

variables for 18-19 year olds and 20-24 year olds calculated in the same way.

Q ‘ ) l3 3 :)-
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7. Employment variables (employment rat~, unemployment rate, labor force
_ participation rate)

Source: Burecu of the Census, 1970 Census of Population, Detailed
Characteristics, 1970, table 164: Employment Status by Race, Sex, and Age:
1970 for total group table 166 Bmployment and Status and Hours Worked of
Persons 14 to 34 year olds, by school enrollment, age, race, and sex:

1970; for persons not enrolled in school.
8. Female headed households as percentage of all households

Source: Bureau of the Census, County and C'ty Data Book, 1972:

Statistical Abstract Supplement, table 3: Standard Metropolitan Statistical

Areas.
9, Industry indices
Sources: Percentages of civilian labor force employed in each industry,

by SMSA: Burcau of the Census, County and City Data Book, 1972:

Statistical Abstract Supplement, table 3: Standard Metropolitan Statistical
Areas. Persons employed in each age group as percentage of total persons
employed by industry: Bureau of the Census, 1970 Census of Population,
Detailed Characteristics: United States Summary, table 239: Age of
Employed Persons by Industry and Sex: 1970.
Calculations: Industry index for 16-17 year old males =[ I (industry
all industries
share of labor force in SMSA x fraction of industry labor force that 1s 16-1J

years old)/ fraction of total U.S. labor force that is 16-17 years old.)

10. Percent of families below low-income level

Source: U.S. Bureau of the Census, Statistical Abstract of the United

States 1973, Section 34: Metropolitan Area Statistics.
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11. state minimum wage laws

Source: Bureau of Labor Statistics, Youth Unemplcymert and Minimum

Wages, Bulletin 1657, 1970, pp. 133-134, Chapter IX Appendf:. B: Basic
adult minimum wage rates and specified differential rates by stete,

June 1969.

Time Series Data

12. Time-series average hourly earnings of production workers on private
payrolls

Source: Employment and Training Report of the President, 1978, p. 265,

table C-3, Gross Average Weekly Hours, Average Hourly Earnings, and Average
Weekly Earnings of Production or Nonsupervisory Workers on Private
Payrolls, by Industry Division: Annual Averages, 1947-1977.

13. Time-series minimum wage

Source: Bureau of Labor Statistics, Youth Unemployment and Minimum Wages,

Bulletin 1657, 1970, p. 182, table 12.2: Proportion of earnings covered
~ by the Federal minimum wage.
14. Time-gseries demographic variables

Source: Employment and Training Report of the President, 1978,

p. 183, table A-3: Civilian Labor Force for Persons 16 Years and Over,
by Sex, Kkace, and Age: Annual Averages, 1948-1977; p. 186 table A-4:
Civilian Laborgﬁ&rce Participation Rates for Persons 16 Years and Over,
by Race, Sex, and Age: Annual Averages, 1948-1977.

Calculation: Male civilian population fcr each age group and total
number of persons in civilian labor force for cohort x 100)/Civilian labor
force participation rate for cohort.

= 16-17 year olds demographic variable = 16-.7 year old

male civilian population. Demographic variables for 18-19 year clds and
20-24 year olds calculated in the game vay. :}3,1,
i
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15. Time-series labor force participation rate

-

Source: Employment and Training Report of the President, 1978, p. 186,
table A-4: Civilian Labor Yorce Participation Rates for Persons 16 .

Years anl Over, by Race, Sex, and Age; Annual Averages, 1948-77.

16. Time-series unemployment rate
¥

Source: Employment and Training Report of the President, 1978, p. 212

table A-19: Unemployed Persons 16 Years and Over and Unemployment Rates,
by Sex and Age: Aanual Averages, 1948-77. ~
17. Time-series employment ratio
Calculations: Employment Ratio = (1 - unployne:xt rate/100) X ) \‘\ \

labor force participation rate.
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The Dynamics of Youth Unemployment
Kim B. Clark

a Lawrence H. Summers*

Introduction

At any given moment approxXiuately 2 million teendgers are unempiqf;d.
Another 600 thousand are out of school and neither worling nor‘looking‘for work.
Only ahout 60 percent cf all tecenagers and 25 percent of biack youth who are
out of school are employed. These high rates of Joolessness hé;c been a source
of concern‘to both economists and policy mikers. This paper seeks to clarify
the dimensions of the youth empPyment broblem, by analyzing the distribution
of unemployment and related batterns of labor force mobjlity. e are f%d to

feur primary conclusions.

i .
First, most vouth joblessnecss is due to a small part of the population

who are out of work for exteuded periods. Normal turnover acccunts for a

neglizidie fraction of vouth unemplovment. In March of 1976, for example,

the average unemploved teenager had been out of work aimost fobr ménths aad
could expect to wait an additionql 3.5 months before finding work. He couid
fxpect to experience over 8 months of joblessness during the calendar year.

The evident concentration of joblessness suggests the existence of a serious

sccial problem.

Second, for the wvast majority of voung people, the labor morket functicns

exceptionally well. Almost half of all Job changes among teenagers occur with-

out intervening unemployment. Close to two thirds of entrances into employment

—
occur without measured unemployment. Most spells of unemployment are quite !

brief. It is important to understand that tie ccse with which nost transitions
oceur says little about the experience of the extensively unemployed population

who acceunt [or most of the youth employment problem.

*We are grateful to James Buchal, James Poterba and Daniel Smith
For assistance with computation.

. J29
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Third, the unemployment/uot- In-laber force distinction is virtually

meauingless fcr young people. The behavior of most of the unemployed and many

persons cutside the labor force is functionally indistinguishable. Indeed,
for men out of schouol, the probability of moving into employment is only
slightly greater for the unemployed than it is for persons outside the labor
force. The evidence suggests rhat attention should be focused on the youth

non-employment problen, rather than rerely on unemployment.

Fourth, the lavel of emnloyméut among teensgers depends cri:ically on

available employment oppcrivnities. The sharp cyclical sensitivity of youth
<~
employment beljes the cuggestiun that the unerployed do not really want work,

s
or that they are iacapable of working productively. The cyclical evice: -e

suggests that a shovtzge of attractive jobs is the root cause or the ycuth

non-anploynent problem.




I

Charecteristics cf the Teenage Labor Marret

In recent years it has become fashionsble to view youth unemployment as the
result of high rates of turnover. On this view, youth unemployment is not ‘due
to a shortage of jobs for young people. Rather, it occurs because young peoplit,
especially teenagers, are unwilling or unable to hold jobs for very long and
thus move from Job to Job with brief intervening spells of unemployment.
Presentations of this "turnover" view of youth unemployment typically focus on
flows between unemployment and employment. Less attention is devoted to rove-
ments into and out of the labor force. This section tries to present a fuller
picture of th; youth labor market by examining in a systenatic way mcvenments
between all three labor rarket states (i.e. employment, unemployment, and not in

the labor furce (NILF)).  We extend previous worx on the dynanmics of the youtn

labor market by focusing on the differences in behavior between young peorls who
are in and out of school. After presenting the basic data characterizing the
dynamics of youth labor markets, we examine the relative importance of tran-

< sistions into an’ out of the labor force as well as the duration of completed

spells in eac’ of the labor market states.

The Easic Data

The dynamics of the youth lavor market are examined in this section using the

BLS gross changes data. Individuals included in the Current, Population Survey
cve in the sample for four months, then out for eight months, and then in the
sanple for four months bYefore leaving for good. The data in this study are

derived from a special file which matches the March, April, May, and June

Surveys taken in 1976. It is possidle to follow one rotation group over Sie
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entire period and several rotation groups over shorter intervals. From these

data it i

w

possible to find the number of individuals who moved, for exanmple,
from unenployren® to employment during the preceding onth. ince there are
three possidble lanor market states, nine ronthly flows may be calculatecd.

We sunmarize the avaiiable information in a 3 x 3 nmatrix of transition pro-
bubilities and a vector of three stocks. Thus, for each of several demographic

groups we consider the matrix:

Pee Peu Pen
P = Pye Puu Pun
Pre Phu Phn

where, for exanple, ®,, rYepresents the provortion of enployed worXkers last
monts who are unemplov~d in the current ﬁonth. Since a worXer must always be in,
one of the tarsze labor force states, the rows of P sum to 1. Therefore, il any
two of the transition protabilities out of a state are known, it is easy to
c0mputé éhe third. In order to calculate 1gzregate flows between étates, we

multiply the transi.ion probabilities by appropriate initial stocks. This may

be conveniently represented in matrix form as:

Fee ?eu Fen | Se 0 0
Fue Fau Fun 0 Su o | ¢ (@
Fne Fnu an 0 0 Sn

4

whe-= Fyiy represents the [low of workers ‘nto state J from state I and S,

Sy» and S, refer to the stock of worxers employed, unemployed and not in tne

u

labor force (NILF) respectively.

o 310
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Since much of the ermphasis in this stucvy is on labor force transitions, it

will be convenient to define a state L, for labor force, which includes both E

and U. It is clear that:

F,.=F +F
ne n

nl 1
(3)
F, =F +F 4
In en un
The transition probabilities may then be repreéented as:
P,=P +P
nl ne nu
P o= E(1) Pen + U(-1) Pun (4)
In  L{-1) IV
Transition Patterns

in Table 1.1, we report average flow rates and transition probabilities

for teenagers and mature adults as calculated from the Yarch- April and the

April-tlay CPS Eanples. Except for in-school youtis it does not appear that the
resul%s are seazsonally aperrant. For the total male and female teenagers, the
probabilities are consistent with average of vaiues from 1968-1976. -

An important feature of these data is the enormous magnitude of all the
flows. For example, the results suggest that about 15 percent or 545 thousand
young men withdrew from the labor;force. At the szme time about 20 percent of
those outside the labor force entered the market.

The differences between persons who are in-and out of school are par-
ticularly striking. Among young men who were in school, a very large progor-
tion, almost half the unemployed, drop out of the labor forze within a2 nmonth.
51izhtly more than one-fifth find jobs. Almost one-third of the out of school
jroup find Jobs, while only 18 percent withdraw from the labor force. It is

noteworthy that in the out of school zroup *he Jjob finding probabilities of
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Table ).}

Implovwent, Unesployment and Labor Porce Transitfions Merchi-May 1971

Vemographic/Schou) ing

Lroups o ) e un " [ N [

Hi6l9® Tots)

? 105 042 272 .07 074 129 .20 117
14 3%0.3 147.0 237.3 294 .0 13,8 40,9 T04.4 Lik. "
In bchool
r 173 ,033 .217 419 .061 . 172 200
y 241.1 46.0 %.9 209.6 209.1 0.4 589.5 450.5
Ous of School
- 4 033 049 .310 185 13 .210 .34k .on
r 109.2 101.0 142.4 85.0 4.7 70.1 114.9 144.0

71619 Total

? AN .024 .254 387 .070 .101 AN YY)
r 411.2 72.9 1850 257.2 298.1 438.6 736.6 669.1
In Bchool
4 .209 .023 163 .518 087 .090 147 272 .
r 265.5 29.2 54,3 171.6 201.) 3.8 519.1 437.8
Out of School |
L 080 024 .333 .ns .105 191 .236 104
i 1 4 145.7 4.7 130.7 8.6 9.8 120.8 217.5 231.)
H253% Totel
.009 .010 .323 081 033 .082 .135 .013 -
1 4 352.2 369.1 685.1 171.9 162.6 251.6 414.2 304.0
© 42559 Total
? 044 .00% 182 .308 .038 .071 .10% 51
4 1033.8 211.3 293.0 1.1 767.3 1433.7 2201.0 1524.9

Mote: T indlcatus flow in thousands; P ind : ' :
eaploymunt to unumpluyment, .I’ﬂd |‘¢ f‘ocr.lth... probubllity: en fudlcates waployment not Ju the lubor force: eu indicates

Sourcu: Tabulsrionn of the March-April-May-lune 1976 CPS Mateh File: The flowk base boen adbimtiod to confoim 20 the stuck
data. The prob bt itIe, are averapes of the montaly paelantiios For Audid® i,
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_persons who are out nf the labor force are quite close to those of the
unenployed. While 32 percent of unemployed young men accept employment within a
month, almost 22 percent of those outside the labor force find a job. Since the
prozabilities of exit from unemployment.declines quite sharply with duracion, it
appears that persons outside the labor force have as much chance of moving into
employment as do persons unemployed for a significant period. As one weuld
expect, the labor force distinction appears tc be much more meaningful in the
case of in-school youth, where only 11.1 percent find jobs within a month.

The differences between male and female transition probabilities are guite
small. The largezt 3ifference is that young women appear to be much less likely
to re-entar tne lavor force than young Hen. when they leave eaplcyment they arz
also mors likely to withdraw from the labor force rather than becoming
unenpl oyedi. Not surprisingl;, there are large differences betweent youtn and
ajult tranzition probabdbilities. Wﬁile the differences are ruch less pronounced
for the out-of-school group, young people aprear to be ruch nore likely to enter
and withdraw from the labor force. For example, 14.7 percent of male teenagers
withdrav from the labor force each month compared to 1.3 percent of mature nen.
Similarly 20.3 percent of persons outside enter contrasted with 13.5 percent for
adults.

It is clear from Table 1.. that observed changes in the participation and
unenployment of young people, reflecta net of large gross movenents into and out
of the labor force. The importance of labor force entrance and exit in
explaining youth employment and unemployment is docunented in Table 1.2. The data
in line 1 illustrate the importance of flows from outside the labor Torce In
changes in employment. Between 60 and 70 percent of all entrances into

315
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Tatde 1.2

kelative Vlows Intu aud Gmt ol Not-gu-labor Yorce, March=May 19/«
bumoprapiic/ vhwol ing Growp:.

Maluw J0-19 Fomales 16-19 Malaw  Fepudes
) 23-59  234¢
Tlow Category tots]  in-school  out of school totsl in_school eut sf schou!
1, Preportion of {lows 655 500 + 330 .76) 85 400 ' o209 N3
into emplaysunt from
RILY (¥ _/(r 4P )) ’
[ ] "y
2, preporiion of flows 114 840 320 84S .901 749 A4 830
out of employmont )
ints NILY
r _'Il' o'l
3. preporeion-sf flows .53 488 I 384 . 760 s [ +200 626
syt sf vnvmployment .
into WILF
('..I'.-#'“”
&, preportion of {lows .633 .830 .307 + 804 873 409 +306 o784
into unemployment
from NILY
(rulvnw“))
S. prepertion of flovs .633 643 .810 39 612 .5333 .$07 N1

into the labor fercs
which rasult ta
smpleyment -
(F /7 _or )
"N me m

Fourcet Eee tabl 1
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employment occur from outside tlie labor force. The second line indicates
that most of teenagers who lgave ewployment leave thz labor force rather
than becoming unemployed. Ameng out of school women, this vattern is par-
ticularly prenounced; over 8C percent of employment exiters wisthdraw.

Lines 3 ani b indicate that labor force transitions are alnost iz important
in determining flows into and out of unemployment. A large fraction of un-
enployment spells appear to begin and end outside the labor force.

These results indicate the artificiality of the not-in-labor-force
unemployment distiaction for voung people. Given the frequency cf moverents
between unemploymant and not in labor force, it is difficult to distinguish het-
ween these two states. Mos®t of the newly eaployed did not search long =nough to
be recorded as unemployad. The evidence suggests the possibility that for many
teenzers, job search is a passive process in which the nzin activity is waiting
for a job ouportunity 4o »e prasented. This conclusion is especially true o
enrolled young peorle. Their 2xtremely high, withdrawal rzte (80 percent)
suggests that their Jjob search is extrexely casuzl. The ease with which most
young penple enter the labor force, documented ir line 5 of the table, sup-
ports this view. *While only about-third of the unenployed firnd a job within a
month, alnost two-thirds of labor force entrants are successfal within a nonth.
This stronglv suggests that -any people only enter the labtor force vhea a job is
presented.

The patterns of entrance suggest that the avallability of !obs is an impor-
tant element in determining movements into and out of the lahbor force. At the
sane time, the avidence indicating thal nost teenazers end spells of employment
by withdrawing from the labor force provides scne indication that teenaze unemplov-

ment arises from voluntary turnover. Among uncmploved teenagers, the quit rate is

ERIC 3
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rive.  howeven, Y seems reasonile to conloliure Lhel o

F [ 5 r : L PP,
drav foom Lhe labor force foliloving Lromloyeen

r

is assunec that 50 percent

1 about two-thirds of teenage euployront
the 2C-24 aze group, about &C percent of

Tnis illustrative calculaticn unlerccores

how misleadiag sole fozus on uneaployrent czn be, OF course, quils ray ra2f_ect
toe perceivel low qualisy of availahle employmont opportinities, a3 well as
variation in tne return fron altern:itive uses of tiqe.
Spell Durations
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Male teenagers, for example, have an average

duration of a spell of emplovment of only about 6.5 months.

Out of school young people ha

months, compared to about four mon

ve longer durations on the !ob, about §

&

for enrolled teanagers. Since perscns can

Y
remain enployed but change lots, these figures overstats the exzected duration
cf a jou. The oaly available evidence, from a 1963 3L3 survey, 3uggests athat
about Sh zercent of tesnage !ob changes accur without intervening non-
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Table 1.3

Labor Market Durations

Demographic/Schoeling Duration Category

Groups De Djob Dn Du
(mean duraticn in months)

M 16-19
total 6.80 3.00 4.93 1.73
in school 4.85 2.13 5.81 1.44
out of school 9.80 4.31 2.91 2.02

F 16-12
total 6.45 2.84 5.85 l.64
in schosl 4.31  1.90°  6.80  1.47
out of school 9.62 4,23 4.24 1.81
M 25-59 52.6 26,1 7.1 2.48
F25-50 19.9 8.7 9.17 2.05

Note: D indicates mean duration, e, n, u represent employment, not-in-labor
force and unemployment. Mean duration for these states is defined
as the reciprocal of the probability of leaving the state. D b
is the duration in a job and is equal to D (i-d), where d Jo
is the fraction of job changes with no unemployment. The values
of d used here are the same for men and women. Estimates of d are
from Bancroft and Garfinkle, "Job Mobility in 1961," Monthly Labor
Review (August, 1973), pp. 897-906. :
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of Jobs shown in column 2. Jobs held by young people do not appear to last very
long. The mean dJuration of u job for &ll male teenagers was 3 months. Zven for
cut of school men the arerage job lasted a little over 4 months. 1In
interpreting these figures, sz2veral factcrs should be recognized. First, the
figures are baced on exit provavilities calculated from March-April and Aprili-
May transitions. Hence, they are unaffected by brief summer jobts. Second,-
these estimates overstate the mean duration of jobs and employment because of
the sampling interval. Individuals who are unemployed for less than a month may-
never appear as unenployed in the survey, so their employment zay incorrectly
appear unbroken. Similarly, very brief employment spells which would bdring down B
the avzrage, nay rever be recorded. It appears, tnen, that the typical teenage
Job may last much less than tne 3 month estinate reported here. Below, we will
exanine some “mplicivions of the brevity of employment spells.

Coluras 3 and L illvstrate the brevity. of unemployment and out of the
laber force spells. Perhaps the most surprising result is the brevity of
spells outside the labor force for out-of-school youth. Tha average NILF
spell for ghis group lasts three months, which is only slightly longer tran
the averagze sp2ll length of the unemployed. This is further evidence that
these states are functiorally almost indistinguishable. There appear to be
relatively s;all differences between nen and women, with somewhat mnore zer-
sistence in withdrawel among women. A striking feature of the results !s
that the mean Juration of unemployment is. not much different for teenagers
and adults. The much higher teenage unemployment rate results from a larger

frequency rather than a longer duration of unemployment. For most teenagers,

the labor market {unctions well.

’ —
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Seascnal Variation in Labor Market Flows

Perhaps the most scriking evidence of the success of the youth labor -=arket
in meeting the needs of most young people comes from evidence on srasonal fluc-
'tuations. In Table 1.4, ve examine the changes over the year in various xey
labor market rates for males 16-19. Seasonal patterrs do not vary much ariong
youth groups, and the ..ale 16-19 group is fairly typical. The irst line provi-
des the udemployment rate for the summer months and the remainder of the year.
No siznifitant inc;ease in the unemployment rate occurcs during the summer
“mdnths. Indeed, the rates in May, July, August and September are =actually lower
than the rate ovar tha rest of the year. Cf course, the number ¢f unemployed
persons rises subs?antial]y because as the seacnd row shows, the participation

rate soars. The participation rate in July is almost 40 percent more than i‘s

"3

anaval aversge. As line 3 indicates, a parallel rise in the erployed provor-
tion also taxas place. ‘ot surprisingYy “nhe vas® majority of this increase

in enployment is due to swmer-only workers. In the fourth line of the table,
we present the propor.iion of the popuiation who enter the labor force each
nonth. In June, almest 21 percént of the male teenagze population enters the
labor’force. This €igure represents closé to 50 percent of the NILF ca%tegory.
Another 12 percent of %n1e population enter the labor forze in July. OF csurse;
a certain amount of labcr force entrance occu;s in all months, averaging adout
ﬁercent of the population. Contrasting this figure with the entry rates for
May, June gnd July one finds that during the summer months about zn exirz 20
percent of %he populatisn enter the labor force. MNote that this is 2 subs“an-

tias underestimate of the extent of the increase in youths' labor suprly, since




Seagonal Variation in Labor (farket Stocks and

- Table 1.4

Male 16-19, 1968-1976

f;guev

\

AVERAGE FOR:

Stock/Flow Category May June CJuly August September Pest of Year Annuasl
1. unemployment rate .129 .182 152 22 .149 .160 .155
2. participation rate 541 . 704 .758 .701 .541 .527 .578
3. employment ratio 471 .575 .643 .615 .459 442 L4388
4. labor force inflow .086 .213 .117 .060 .057 .073 . 087
as a percent of the
pepulation
5. labor force outflow .077 054 .067 .118 .217 .071 .086
as a percent of the ’
population
6. probabiljty cf 711 .655 .670 676 .630 .622. .641
successful labor
force entry (Pns)
7. unemployment inflow .025 .073 .039 .019 .021 .028°\ L031
as percent of \
population -
8. probability of .269 .332 186 2312 .280 249 .277

finding a job if
unemployed (Pue)

Source: Unpublished tabulations by the Bureau of Labor Statistics, adjusted by the Urban Institute as
described fa J. E. Vanski, "Recession and the Employment of Demographic Groups:

Adjustments to

Gross Change Data," in llolt, C. C., et al, Jabor Markets, Inflation, and Manpower Policies,

Final Report to the Department of Labor, Washington, D.C.: The Urban Institute (May, 1975},

o~
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many leenagers shift from cdesiring part time to seexing full time work during th
sunmer nonths: Comparisons of the seasonaliiy in teenage labor market behavior
with the patterns observed for other demograghic- groups leads us to conclude

that about three-quarters of sutmer entrances are due to school ending rather

tﬁanifidééuations in employment opportunities.

Not surprisingly, the high rates of labor force entrance in June and July
" are mirrored by high rates of labor force exit in August and September. During
these months, aboxt 33 percent of the teenage population exits from the lzbor
force. Since the rate of withdrawal in a typical month is about 7 percent, the
extra labor forc2 exits during August and September almost exactly offset the
extra entrances in the early summer months. Thus, both the flow and the stock
deta susgnst that employment only during the summer -ontns characterizes the

benavior of adout 20 percent of male teen:ugers.

The labfr market appears to adapt very well to the surge in those seeking
enployment.( In June when the inflow is at its peak, about two-thirds of labor
force entrants find Jobs. This figure is actually ygrzater oy about 5 percent
than the rate of successfu’ entry during the remainder of the year. Those who
do become unemployed during tl'e summer montas fare much better than the unen-
ployed in other months, as the Job finding rate Pue in May, June, and July far
exceeds the rate in the non-suzmer months. The fact that these flow rates are
significantly higher during the summer months suggests that the additional
menbers of the labor force may have an unemployment .ate much lower than that

of full year workers. Clearly, the average unamplo,ment rate over the summer
’ &

months is lover than during the rest of the year. This sugg.sts that the sum-

mer fnflux >f teenagzers actually reduces the average annual unenmployemnt rate,
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’éincé‘;ge additional workers appear to fare substantially better both as labor
force entrants and as unenployed job seekers than do other teenagers. This
quite striking fact bears further comment.

Undoubiedly, public employment and training policy affects the behavior
of labor market fiows during the summer Tonths. Over the first 6 years of the
period covered in Table 2.1, (1968-1973), the federal government provided about
600 thousand summer jobs through the Neighborhood Youth Corps. The NYC was
eliminated with the enactment of CETA in 1973, but summer jobs remain & compo-
gent of the decentralized employment and training system. In 1976, for example,
Just over 320 thousand jobs were provided in the CETA summer program. The great
majority of participants were classed as economically disadvantaged (95.9
percent),
drawn frcm the unenmployed or from outside the labor force (28.7 percent), and
were full time students (87.8 percent). A comparison of the size of the federal
summer program with the average flow into the labor force reveals the relative
importance of the summer jobs program. From 1968-1976, an average of 600
thousand summer jobs were provided through WYC and CETA. The data in Table 2.1
suggest that about 3 million teenagers left school and entered the labor market
each summer. C.Lven the estimated probabiliiy of entering with a jJob {2bout .6
on average), un the order of 1.2 million teenagers would remain without employ-
ment if no adjustments were made. Thus, about 50 percent of this group were
moved into employment through the federal jobs program. This calculation is
likely to overstate, perhaps substantially, the contribution of public policy.
We have assumed that the federal Jobs constitute net job creation. It is likely

bowever, that +.e federel program runds scme jobs which would have existed

03». .
Jy
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anyway. This is nmore lilely to be tne case under ColA, where the program
largely is run through state and local governrent units. Unfortunately, estima-
tes of the net jobs created under the summer programs are not available, We
plan to examine the impact of the summer jobs zolicy in future research.

The limited size of the summer Jobs program clearly suggests that a large
number of young people are able to find jobs in the private sector. The ability
of the job market to accommodate an almost 50% increase in those desiring work
without 2ny increase in the unemployment rate is testament to an impressive set
of institutional and market adaptations., The nost important of these is undoub-
tedly the scheduling of vacations to coincide with the availability of addi-
tional worxers. I:¢ i3 liXely that to some exitent firms schedule certain kinds
of reiatively nmenial work for the summer, when suitable workers become
availabl=. Undoubtediy, some adlustment in waze rates also takes place,

The ability of the labor market to deal with the large inflow of workers in
summertime should lead one to question demogracznic explanations of recent '
increases in youth unemployment. As Table 1.4 shows, the labor market is able
to deal with a three-fold increase in the proportion of the population newly
seeking work, without an appreciable increase in individual's difficulty in
finding employment. It seems improbable that the same labor market should be
incapable of adapting to the easily forseen, persistent, and much smaller
increase in the labcr force due to demograph}c shifts. Indeed, the problem
should be much simpler because in this case the time frame is much longer and
there is no need to create very temporary !obs. "hile adaptations such as
replacing vacationing workers anl worx scheduling are less feasible in this

case, the longer run should permit =uch greater flexibility.

SRR
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Taken together, the results in this secivion convey a picture of an
enormously dynemic labor marxet. It is apparent that most teenagers move
easily between labor market states. More than half of all job changes
occur without intervening unemployment. Most labor force entrants find
Jobs without ever being measured as unenployed. Most incidents of wunen-
ployment are quite brief. There appears to bYe no evidence that most *teen-
agesrs have serious problems. Yet we did observe in March of 1976 thet
almost one-fifth of all young peovle who wanted jobs did not have then,
and that an egual number were out of school and jobless, but had chosen
not to search. The “ey question ¢hen is whether these average probabilities,
which suggest that :ovement in all directions is quite easy, are relevant to

a large part of non-employment. We turn to this question in the next secticn.
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II

The Experience of the lon-Employed

There are at least three reasons why the picturz of the labor market presented

in the preceding section may be a misleading guide to the experience of the
unenploy=d population a%t & point in time. First, even if nost une:ployment
spells are short, most unemployment may be contained 1 long spells. To see
this, consider the following example. S:ppose thuu each week 20 spells of
unemployment began lasting one week, and one began with a duration of twenty
weeks. The mean duration of a completed spell of unemployment would be 1.05
weeks, but half of al) unemployment would be accounted for by spells lasting 20
weexs. YSquivelently, in a steady state, the exgzectation of the lengtn of time
until a job was found, among all those unenployed at any instant would be 3.5
weeks. Sole focus on the mcan duration of a completed spell could clearly be
quite misleading.

Second, as we have already emphasized, there is reason to doubt the sali-
ence of the unemployment not-in-the labor force distinction for young peovle.
Unenmployment durations appear to be short in large part because of high
rates of labor force withdrawal. The brevity of many spells outside the

labor force suggests that many of those who withdraw are in fact sensitive

to labor market ¢nnditic.... Indeed, it appears that our official statistics fre=-

quently record two brief spells of unenployment, broken by a period outside the
labor force, when a siﬁgle spell of joblessness would be more & osropriate.

The third sense in which it is necessary to 30 beyond the average transi-
tion probabilities is the need to study the incidence of multiple spells. As
Richard Layard has emphasized in his contridbution %0 th;s volwne, cne's view

about the welfars consequence of yoush non-enployment should depend on its
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kely to suffer greatly and the economy may even benefit from a better matching
between workers and jcbs. On the other hand, if the distribution of
unenplovment is very uneven, the welfare cost to individuals is likely to be
grcater, and tre social %enefit nuch rore dubious.

In this section, we try to deal with these three issues by studying
the distributions of unemployment and non-employment weeks. Z2asically, we
seek to answer two questions. First, how long can we expect the teenagers
who are unenployed at a point in time to wait before entering employment?
Second, how much une:inloyment and non-enployment can they expect to suffer

within the y2ar? It is crucial to realize that we seek to answer these two

questisns for all those unemnloyed at a point in time, rather than all those

who flow into unemrloyzaent over some interval. This procedure gives more
weight to long spells than to short ones, since persons suffering lengthy
spells zre rore likely to appear in the sanple at a point in time. 1In
assessing the nature of the unemployment prodlem, one wants to study the un--
employed porulation, not the experience of rersons flowing into unemployuent.
This key point is illustrated by the numerical example above in which much

of unemployment was due to long spells eventhough the vast majority of spells

were short. ~

How long does it take to find a joo?
g J

In Table2l,We :resent various estimates of how long it takes young people
to find Jobs. The first row Jdisplays the mean duration of completed uneaploy-
nent spells. The durations of unemployment, as we have already noted, are guite

(l :\’i
O
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Table 2.1

Aliarnative Messurea of the Duration of Johlessues:

I wipraphts Groun

mulea 16-19 fomalon $0-1'
Meles

Durer fon Catagory tots) in athonl vut 01 wchoal total in achool 0.z of wehu! 23N
1. wmean durstion of 1.7 1.44 2.u 1.64 _1—../-7‘ T T -5*

unemploysent (sanths)

l(r“.orm)
2. aupscied tine unt’i 5.3 7.19 2.9 6.64 9.4) 4. 24 4.30

nont employmsnt spull

for thowe currently

wnesployed® (moaths)
). average menine of 1.8 2.)8 3. 2.98 2.67 3.29 4.9

whemploymw st to Jate

4. unpsciod tinw butwven
baginning of current spell
of wnvep. and muxt wpell  8.24 .57 6.30 9.62 12.08 7.53 4.3}
8" empluyment lor those
currently ummployed *4
5. mwan durstion of non- [ %)) 8.1 3.713 8.17 10.39 5.22 5.5¢
woployment (months)
G2
v ne

. expsctad total weeks — — 1.46 - — 10.44 11.0
of son-caployment for
thoss currently
non-enployedt s .

O

s
this 18 equal to P H.ID. vhers D‘ and Du sre gurstions in uncmployswnt end non-cmployment, P" 1s the frection of
l-r“ Q-r l'.)
wneaploysent spalls vhich end in labor forcs withdrawsl, end ’n- is thc prohability of entsring the lebor force with a job.
L]
line & 13 1ine 2 + line 3.

."UM 6 10 Yine 5 multlplied by 2; this concept is only meaninrfyl for tho out of schonl group.

Rourra: the probhahilitico underlying the caleulaifom are tnton from tohje, ' aad D

Jui
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short. As we have noted, however, labor force withdrawal makes thls a
aisleading indicator of the ease of job finding. 1In line 2 we attempt to answer
the more meanirgful question of how long the unemployed must wait until a Job is
found. This calculation recognizes the possibility of labor force withdrawal
and the attendant decline in the probability of finding a job. Thie possibility
of labor force re-entrance into unemployment is also taken into account. The
average unenployed male teenager in March of 1976 could expect to wait 5.L, rore
months before finding a job. Line 3 notes that the average male 16-19 had be=n
unemployed for months. Hence, the average unemployed person was in the midst
of a spell of over 2.86h zonths of joblessness. The notion that most of those
currently unenmployed can and will find Joos guickly is siuply false. lcst are
in the nidst of lengthy spells without work.

Even the large =stimates above nmay understate the ease of rovensni
into Jobs. We have arzued that many persons who are out of the lzbor force
behave in ways which are functionally equivalent to the uneaployed. Iz line
5 we report the expected length of time until a joo is found for currently nca-
employed young people. Doubling this figure yields the mean tctal duratica
of Jjoblessness for the non-employed. The results indicate that it taXkes Tost
persons a long time to find a job. The average non-employed young men who iz ~~t
in school will have been out of workx for about 7.5 months before returning to
employment. The corresponding figures for women are even larger reflecting
greater persistence of labor force withdrawal. All of the estimates in Table L
are conservative since they do not take account of the fact that continua“ion

probabilities decline with duration.

l}“ v
R -
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dow extensive is Unemployment?

While the evidence suggests that Joblessness is freguantly prolonged, we
have not yet considered multiple spells. The annual Yarch Work Experience
Survey asks all civilian non-institutional respondents in the CPS to describe
their work and unemployment experience in the preceeding year. We have used the
Work Zxperience Data to calculate two measures of Joblessness. The first is the
official definition of unemployment as weeks looking for work or on layoff. This
concept is referred to as "non-employment." It 1is important to rnote that non-
vmployment excludes weeks cut of the labor forze for those citing illness,
faily responsibilities, or "other'" as thre rrincifal reason for part year work.
For these individuals, non-employment is defined as weeks of nemployment. In
both calculations, persons who did not rparticizate in labor force are excluaded
from the sanple.

The distribution of unemployment and non-employnent for selected demo-~
grapnic groups is shown in Table 2.2 .0f the approxinately A million young reopilz
with laber force experience, about 1.7 million experience unemployment, ]
averaging about three =onths during the year. The average number of weeks is
almost 50 percent greater for the out of school group. While the nunber of per-
scns experiencing non-employment is not different from “he number with

L J
unemployment in this sample, weeks of Joolessness are significantly greater when
time out of the labor force is included. t of school youth average 6 months
of non-employment per person becoming non-enployed.
SV

In line 6 of the table we examine the exgerience of the unemployed popula-y/

tion as of a point in time by focusing on “he distridbution of unemployment and

non-employnent weeks. Because unemaploynent weeks are captured randomly by tue

‘
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Tabls 2.2

The Conceatration of Unemploymant snd Noa-Baployment
for Teenagers — 1974
Demographic Croups Noa-White
Males Femalce Malss Females o8
togsl out of schiool cstal out of school of school

YAl ulth IaveT rortes
sxperience (millions) 5.9 2.82 5.27 51 .30

Tstal virh unemploysunt
(sillfons) . .9 1.5 . .14 .17

Averags wvesks of unes-
ployment per petson
vith uncaplsyment

Tstal vith son-~enpley-
mnt (nillions)

Avarsgs wvesks of mow-
capluymunt por persen
with men-espleyment

Nincrihut fon of
Intividonln and

weakn by duration v NE v N¥ [} |14 [} NP v ne 9_ ur
1-4 wuuks - - - - - - - . - -
% uf lshor torcs 11.2 10.1 6.2 4.2 14.4 12.6 10.9 6.9 1.3 4.6 17.1 9.0
2 uf total wuaks 6.2 h.h 2.1 1.0 L} 3.5 4.2 1.6 1.6 .7 3.7 1.0
3= 1h weekn
* ul fubor fores 9.0 7.9 9.7 7.3 "3 7.2 9.9 1.7 1.3 11.3 17.% 8.0
? of total veoks 24.8 17.0 16.0 2.0 26.8 15.8  19.1 9.1 17.8 3.9 18.8 h.6
§9=26 wurbn
ul tahue turey [} 2.8 LAY 5.3 4.0 2.4 4.2 4.8 ;b-lo 2.2 nl w3
T uf totsl weke 208 12.7 8.2 117 27.1 1.0 33.2 12.0 14.6 1.4 c0.8 $.3
1719 wewvks
i tabag furce 1.3 1.9 h.8 7.1 1.8 2.5 3.7 4 H.0 2.0 .0 1.3
wl tutal weokn 21,3 24,0 20,8 4.9 19.0 .2 22.1 ", M6 2.0 L] 13.9
4F werby 1.% 1. 1.5 ¥
. ., s 1.9 ] 1.4 "4 1.7 h) P 1.3 . i i .
b Ve for e arly YR YN ERVTIC R N L7 B A TN

veb tutnl weekn
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survey, the statements that "x percent of unemployment weeks are suffered by
persons with y weeks of unemployment during the year," and "x percent of the current]y
unemployed will experience Yy weeks of unenmtloyment during the year" gre equiva-
lent. Both the unemployment and non-employment distributions exhidit substan -
tial concentration, with the preponderance of unemployﬁZnt attributable to pe}-
30ns out of vork more than half the year, Among out of school male teenagers,

Sk percent of unemployment, and 76 percent of non-enployment were due %o

persons out of work more than six months, Among young black men who were

not enrolled in school, 65.0 percent of the unemployed were out of work more

than 40 veeks during the year. As one would expect fronm these figures, indi-
viduals with brief, infrequent unemployment experience contribute only negligidbly
to overall unemployment. For example, persons out of work less t'.an three months
accounted for only 21 percent of non-employment among young men who were

out of school. While many teenagers experience short reriods of unemployerent
in poving between jobs, these are of little consequance in explaining total
weeks non-employnment.

The statistics in Tables 5 and 6 tell a consistent story. Youth unen-
ployment is properly understood in terns of a fundamental failure of the labor
market. A small portion of the population finds itself chronically unable to
locate satisfactory work. They do not have the same ease of transition which
characterizes the remainder of the population. Rather, they wa:. long periods
betveen jobs, Moreover, they experience frequent unenmployment because o

frequency with which they leave employment. .

Employment Zxit and Extensive Unemplovyment

Many obserwc.s regard the brevity of enployrzent spells emphasized

in Sectién I as the root cause of the youth non-employment problem. The

. .
3
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results here call tnat interpretation into question. For wmost young people
frequent job change appears to be possidle without extensive unenployment.
The median length‘of unemployment spells is probably about three eeks.

Helf of all Jjob changes occur without any unemployment at all. A person
wvho neld five Jobs during the year, and was unenployed during each change
for the redian length of time, would suffer only 12 weeks of unemploynent
during the year. Persons with this little unemployment contribute less than
one-forrzh of all youth unemployment. It is therefore clear that without
serious difficulty in job-finding even extreme employment instability

could not account for observed patterns of concentrated joblessness.

& similar conclusion is obsained by examining in more detail the exzeri-

s

ence of voung reople reporting extensive lodblessness. Among persons wiin

over 25 weaks of non-enuloyment, who accounted for 76 percent of Joblass-
ness, the average nuaber Of unemployment spells wes less than two. In rany
cases these speils were separated by periods dutsile the labor force rather
than oy Jobs. Hence, this is an overstatement of the average nunber of en-
ployment spells during the year. Zven neglecting this correction the average
spell length of the extensively non-employed appears to last close %o 5 menths,
Trus, for this group, vhere the real problenm lies, the difficulty i prolonged
unenployzent rather than frequent jobl2ssness.

Nothing in the preceding paragraphs is inconsistent with the common
observation that differences in demogrzrcnic group unemployment rates are
largely due to differences in the frequency of spells rather than their
duration. The point here is that for the problen population, it is very
difficult to locate a suitable Job. The lemograghis observation simply

addresses the incidence of "problam" people in different subgroups of tne

") (v~
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t1at nor-employment is largely a matter of

groups with serious Job finding problens,

of individual problem unemployment, from

ages bYecomes clear.
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ITI

Cyclical Variations in Employment

The cyclical behavior of youth employment and unenployment can shed light
on ;he nature of the non-ecuplovment problem. If extensive jodblessness occurs
only because ccme young people are essentially unemployable, one would expect
¢hanges in aggregate dermand to have smell effects. On the other hand, a finding
that chanéés in aggregate demand has a large impact on young people would imply
the existence of a chronic shortage of attractive jots. Of course, a finding

%pat aggregate demand has a potent effect on the youth labor marke! need not
- imply the desirability of‘expansionary racro economic policy, which has other

perhars undesirable consz2quences.

Ermvlo

meny,

Unermplovrient 2nd Particization P
The cyclicel sensitivity of unemployment is the reflection of two quite

different phenomena. Unemployment can .ncrease either bacause fewer jobs are

cra

available or because zmore workers decide to seex the available jobs. These
two sources of unemployrment obviously have quite different welflare implications.
While the former is almost certainly indicative of a worsening of labor market
performance, the latter may reflect an improvenent in conditions. Focus ornly
on unemployment rates is thus very likely to be misleading. Moreover, the
results in Section I suggest that NILF-unemploved distinction is quite arbi-
trary. NThese considerations indicate the importance of examining the cyclical
behavior of‘employment, unenployment, and participation.

These three measures summarize tne labor market exocerience of a given

demographiec group. They are related dy the s5llowing identity:‘.

Ny Ly (3.1)

3¢,
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waere € is employment, N is population, L is labor force, and i indexes demo-
graphic groups. Taking logs and differentiating yields:
dla @, =din &, +am B
N4 L4 Ni (3.2)
Thus changes in the ezployment ratio may be decomposel into changes in employ-

pent and participation rates. Since persons in the labor force are either

employed or unemployed it is clear that:

E , L
d 1n (ﬁ)i =d1ln (1 - bR)i +d 1In (ﬁ?i (3.3)

wher2 UR is the unemployment rate.
The results of the decomposition in Talle 3.1 show clearly the importance
of fluccuations in participation during the past few years. For young wonen,

&~

changes in participation are generally ruch larger than changes in tle rate of
ur employment. While moveaents in particivation are less prono&nced for young
men, they still account for a significant rart of movements in employment. It
is thus clear that serious studies of the youth labor market mus% examine both
unexmployment and participation. This point has been driven ‘home by recent
expe.ience. Over 50 percent of the increase in youth employment which occurred
_between 1976 and 1977 was due to increases in employment rather than reductions
.in unemployment. For black youth, the situation is even nore striking. The

black male unemployment rate has risen, while at the same time the employment

ratio has increased due to the surge in participation.

&
e
&y




- 327 -

Percent Change in
Eaploynent Rate
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Toble 3.1
. e . ¢t Ctanges in the Exployzent Ratio
Fe oo ¢ Choge in Percent Change in
Ez;lc o ar Ratio Perticipation Rate
- 4 ;7
1522-3 4.8 2.4
1972-4 -0.5 1.5
137.-3 -8.2 -2.6
137%-3 1.8 G.6
1375-7 3.3 3.0
BO.TL La-23
Yo .
372-3 5.8 4.1
1373-4 1.5 3.1
1974-5 -4.0 -0.1
197%-¢ 2.9 1.6
1378-17 3.4 2.9
Sate: Calculations as described in the text,
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A Si§gle Model

The cyclical respcnsiveness of the youth labor market is estimated using
a quite simple rodel. For each group we postulate that the unemployment rate
and participation rate are functions of aggregate demand, seasonal factors,
and time. The tine irends are included to refllect the impact of slowly changing
social trends, and other gradually moving variables omitted from the eguation.

Seasonal movements are captured with ronthly duwamies. The basic equations to

8 11
= 2 + L C + §,T + 5. T67 + V, WA
(), = 8o + I B j VPRDE, . _2_ eSS 5y TO7 + V. 3.4
i=0 k=1 -
8 11
; B 5 7 3 N + + 7 + .
Ry =@+ I %, _; UPRIME . + _2_ (S ¥ T + 02767 + u, (3.5)
i=0 ~ - k=1
“herme TPRINMIT 15 the inemplovyeen® rast: of qen 35-44, T is the tine trani, TA

The specification or (3.4) is tradizional in analyses of particization.

ine mala unenployment rate is assumed to measure variation in job oppor-

3
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tunities and 4he ease of Job finding. Since workers may respond to chanzes in

the availability of Jobs with a delay, lzgzed unemployment is also, included in

the ejuation. 'hile equations of this sort have not been ext2nsively used in

4]

studying the cyclical Yehavior of group unenployment rates, they are Justified
by essentially the same arguments.

The rodel is not designed to provide the best or most detailed explanation
of the particiration (unemploynent) ratz of each group. Our rurpose is to esti-
mat. a comacn model for such group which capt.res the response of articipation

{unemployaent) +s cyclical fluctuations in =2ggrezate demand. Thus some voten=

tial explanusory variables have oe- avzlidel oracisely because they vary

RIC
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meyclically. Others have been omitted btecause they are essentially orthogonal
to the variables included.

The specification appears to be quite robust. The results presented below
are almost completely insensitive to changes in the measure of aggregate demand,
and variations in the way in which the second time trend is entered.

Our experimentation suggests that neither dehographic variables, inflationary
expectations, or measures of household wealth and liquidity have any systematic
effect on participation. Moreover, our results decisively reject theories of
labor supply which emphasize the timing of participation and the intertenporal
substitution of leisure and work, and which explain unemployment as a voluntary
phenomenon. In any evenit, these variables have little impact on the estinmate
of cyclical effects. We have also experimented with a nininun wage variable.
While {% is sometimes significant, it has little impact on the estinrated
cyclical effacts and so the results are not reported nere.

™e interpretation of the coefficients of the model is straightforward.

For example, the cyclical responsiveness of the participation rate of the ith

1.0 inmplies that a 1 percent

roup is measured by & = I3 . A value of
group ¢ er t=J
increase in aggregate demand (e.g., UPRIME declines from .06 to .05) produces
a 1 percent increase in the participation rate of the ith group (e.g., U430

to .h34). Equations (3.4) and (3.5) have been estimated using both annual and
monthly data for the period (19L8-1977) for various demographic groups. The
identity (1) along with the properties of ordinary least squares insures that

the relationship between the employment ratio, aggregate demand and time is

given by:

11
+ I (Gk - "rk)sk

1n(m)1t = 80 - Qg + E(Sc_ J
: k=1

I -ac_j)UPRIHEt_
- (3.6)

+ (81 = 8T+ (82 - BTET + 2
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It follows immediately that the equavions presented here can be used to
decompose cyclical movements in the employment ratio into unemployment and
Fartizization components since:

. Yéu " Y;R - YéR (3.7}

/)

In order to insure that this identity is exactly satisfiel we have estimated
all the egquations using ordinary least squares without correcting for serial
correlation., The results for individual equations, however, are not sensitive
to this choice. The estimated equations are shown %n Table 3.2.

The principal conclusion which emerzes is the tremendous responsiveness
of youth employment to aggregate demand. TFor men 16-19, each w.o point decrease
in the pri-e nale unsnploymen: rate increases the employed proportion of the
ocpulation by about 4,5 percent. Aboub two-thirds of <he response cories through
unezployment , with the remainder due to increases in participation. For woren
lé—i?, “he cyclical respasiveness estimates are comparable, with particization
somewhat nore responsive, and unemployment somewhat less responsive to aggregate
demand. In line with the traditional view of disadvantaged youth as likely to
be "last hired" and "first fired," black youth eaployment is even more
cyciically sensitive than the total group. For black men 16-19, each point
reduction in the unenmployment rate raises the employnent ratio by 2lose to 6.3
percent, A conparable figure cbtains for black women.

The substantial cyclic response to changes in aggregate demand sugges*s
that a2 shortage of job opportunities characterizes the youth labor market., If
there were not a1 dearth of zood jobs, aggregate demand would not be expected to
have a significant impact on youth employment. The very strong response of par-

ticipation to unemployment confirms the importance of focusing on employment

372
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rather than unemployment in assessing labor market conditions. It also

supports the arguient of Section I that much of the high rate of labor

force withdrawal among the unemployed is attributable to discouragement,

The stirong cyclic response of employment and participation to aggregate
demani reflects the large inflows and outflows described in the first section.
The surges in employment and participation which accompany increacec in
aggrega*te demand may be dug either to increased inflows or decreased outflows,
That is, low unemployment may raise employment either by helping workers get
Jobs or by helping the~ hold jobs. In order to examine this issue we :ra-e
estimated cquetions descridbing the time series movements in the monthly flecw
provavilities. In addition to trend, cycle, and seasonal variables, we also
studied the effects of nminimun wage legislation and Federal youtﬁ empioyment
prograns. Since we were unable to isolate a significant effect of either
of tnese neasures on transition probabilities, the results of estimating the
equations in Jhich they were included are not reported here,

Table 3.3 sunmarizes the results of the flow probability eguations.

The first set of equations descritesthe probability of employnment entrance.
For all groups, especially men, the rate of entrance is very sensitive to
demand. TFor men, a one point increase in the prime male unemployment rate

reduces “he probability of entry by .. ', or about 9 percent. It is changes

in entry rather than exit behavior which are the prime cause of employment
fluctuations anmong young men., The rate of exit does not appear to exhibit
significant cyclical fluctuations. The reasons for this difference are not
clear. Cne possibility i3 that women are the first to be laid off in downturns,
A nore plausible explanation s that the entrance rate does not fall as unen-

ployment rises, because more women enter the lapor force as thelr fanily

Q
income falls, 370
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. e e e eif ei UL laseat, Taio.ed; .ticn and Exploysent
by T.enage Cencgrapaic Grovge

Indcpendent Vart.bl,a
B

) e age.s | CNS URDE T %7 2 sex
Dc;c;.:;: Loziadle (123103)
1. M.n 25-16: Total
unes;lossent rate .02 2.n .33 -.13 .84 .018 .85
(.005) (.10) (.02) (.06)
parcicipaiion rate -.47 -1.87 -1.11 2.82 .95 .05 .73
(.01) (.19} (.04) (.11)
espliy.cot ratie -.50 -4,64 -1.43% 2.98 .95 .07 .7
(.01) {.20) (.046) (.12)
2. Mea 16-19: Sos-uhite
uzezploys=aat raze -,046 4.29 1.14 -.21 .69 .051 1.32
(.03) (.36) (.12) (.23)
partizipation rate -3 -1.99 -2.12 .84 .90 .064 1.1)
((.03) (.495) (.14) (.28)
eplanrens ratlo -.30 -6.29 -3.26 1.05 .87 .085 1.27
(.04) (.59) . (.19) (.37)
3. E.ozen lo-19: Total
wde-ploy—eat rate -.009 1.78 .52 -.36 .82 .021 .94
(.007) (.11) (.03) (.07)
partisipation rate -.83 -2.29 -.44 3.48 .93 .0)9 .69
(.01) (.22) (.03) (.12)
e2plirunt ga3tia -.81 ~4.07 -. 96 3.0 .89 .045 - .60
(.01) (.24) (.06) (.14)
4, Ur3ea 12-19: Noa-.hice
unenployneat rate -.04 3.45 1.58 -.99 .58 .070 1.44
(.04) (.49) (.16) - (.3)
participacion race  -1.11 -2.96 -.22 1.02 .75 .105 .81$
(.05) (.74) (.24) (.46)
smploy—eat ratio -1.07 -6.41 -1.80 2.00 .65 (131 .3%32
(.07) {.92) (.29) (.58)

Nata: the ccafficifenc on UPRAIME 13 the sun of the coefficilents obtained from a nine month
Al=on lag (first Jegree, far cestriction).
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Tublr 3.3

caut of Trarsitson Zruo.oilitices
1968-1976

(:tardutd crrors in parenthescs)

e dewal o

Indevendent Variables

2

-, - 2o ospist / €ous UPRIME by 2  § SEE P
oo LI (12x10 )
| P .- wIle?
Pueser .t Var:oble
1. grob:ozilizy of
e-;lry=eat
enzga.ce
M519 .093 =1.44 -.185 .937 .019 -.050
(.073) (.257) (.135) (.105)
M5 .172 -1.420 -.264 .856 .024 .002
(.032) (.357) (.146) (.105)
Wlol3 .051 -.273 .169 .930 .010 -.293
(.0:1) (.110) (.043) (.100)
MR 110 -.246 -.206 .796 .017 .029
(.023) (.253) (.104) - (.104)
2, pr.> c:ility of
¢ ol -enn exi:
Micly .229 .213 -.377 .946 .015 -.105
(.018) (.19%) (.07%) (.104)
Bri-ly .134 -.696 .216 .83%  .03¢ .002
(.051) (.557) (.218) (.104)
Vlold .250 .591 -.535 940 .015  -.156
(.017) (.184) (.075) (.10%)
talsll .364 ~.493 -.714 .793 .048 -.080
(.059) (.642) (.262) (.104)
3. prorabilizy of
1a%or force entrance
Mizl3 .063 ~-.760 .378 .961 .020 -.122
(.024%) (.266) (.109) (.104)
Baioly .170 ~1.1A8 -.115 .932  .027
(.039) (.435) (.178)
wiz13 .032 -.036 . 324 .8%9 .012 -.258
(.013) (.142) (.058) (.101)
B1519 .104 .291 -.064 .85 .023  -.018
(.030) (.377) (.133) (.105)
(Continued...)
\) My
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A —




ts2le 3 3 coutinved

Independent V: -fables

cons vane T ¥ s ?

1. s.tfea Fiorsbiliey/ aax10?)

Co-:jzaghlis Croup

se eac2nc Vaziadle

4. Protatiliey of
Lador force exit

ML629 «233 .378 -.5341 .940 .014 -.041 ‘
(.012) (.190) (.077) (.104) :
3iM1619 AN .498 .026 .851  .029 .112
(.043) (.478) (.195%) (.104) ‘
wisld .280 .627 -.592 .920 .014 -.158 )
(.016) (.173) (.071) (.104) 1
r.lol9 .238 1.2 ~.149 753 .036 -.004 ‘
‘ (.047) (.5i8) .211) (.106) :

Mze: the cceflizteat oa UPRIMT is the sua of nine aonth Almon lag (first degree, far
restriction); ex:h regression was estinated with seasonal duomies, and o correc.i:,
for first ordor avtocorr: latiom.
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e rates of labor force entry and e«it also vary cyclically. Tne race
of exit falis during recessiong larzely because the probability of withirawal
is ruch gr2ater for the unemployed than i: is for those who are ecmployed.

For the raie grouns the urobability of labor force entrance is strongly
cyclical. It is rmch less cyclical for women b:cause of the added worker beha-
vior noted above.

On balance, the flow probability equations bear out the basic conclusions
of this section. They demonstrate that both labor force entry and employment

entry becoue siznificantly easier during reak periods. This is completely
consystent with the findings about the responsiveness of nonfemploymcnt to

tha state of local labor markets, noted by Treerman. Taken together withn
the evilence that most unemployed teenagers are in the midst of spells of

crolorzed Joblessaess, these findings suggest thet 2 shortage of attractive

Jobs accounts for tmch of teenase unenployument.

370




Conclusions and Implications

In this section, we discuss the implications of our results for policies
designed to comba*t youth uneaployment. Our argunment can be stated in quite
bold terms., Expansionary aggregate demand policy is the only proven way of

enlarging the emplovyment opportunities open to young people. A consistent

effort to kxeep the unempioyment rate near its full employment level would do

more to help youns people find jobs than almost any other conceivable govern-
mental policy. Of course, Jther considerations might suggest that, on balance,
such a colicy is not workable. Wwhile certain structural policies might have

salutory effects, it is highly unlikely that they could succe=d except in a

~

full e-ployment economy. After discussing the positive elTects of a tigat

, W& tuin to an exaninztion of potential structural initiatives.

The “acro-Zconomy ani th= Youth Labor Market

As 3ectionIlI showed, both teenage unemployuent and partizipation rescond
strongly to labo. market conditions. A reduction of one point in the prize-age
nale unenployment rate raises the proportion of teenagers who are employei by
about 4 percent, which is split about 2:1 between a roduction in unemplovment
and an increase in participation. ¥or black youtnh the proportion rises about
6.5 percent split in a similar way. These figures imply that the 1975 recessiorn
cost young workers about 800,000 Jjobs. The growth in the econcmy during the
late 1360's created close to 300,000 'obs for young worxers. Tvidence fron

cross-section data underscores the responsiveness of teenage unemployment to

-

changes in demand. Freeman (1978) and Ciark and Surmers (1973) have sacwn that
tke youth employment ratio is much higher in strong tnan in weax local lador

markets,
37
J
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Expansion of aggregate demanrd is especially potent ia making availadle
opportunities for those who are nost disadvantaged. Between 19¢9 when the
aggregate unemployment rate w=s 2.6 percent, and 1976 *1en it was T.T perceunt,
the proportion of 15 and 19 yezr olds suffering more than 6 months of unemplov-

ment rose fourfold. For black youth the same figure increased by almost £

times. The tremendcus impact of demand cn the amount of long-term unemploy:zent

-+

is particulérly important in light of the results of Section I. The evidence
presented there suggests that while most teenagers exjerience little difficulyy
in moving into and out of employment, most unemployment is concentratad anong
those who fa;e serious difficulties in obtaining Joos. The teenage unemplovment
problen is not the lack of desire to nold Jobs, but the inability to find wori.
A stortage of jabs-av‘ea*s to be the only explanation for the larze raspon-
siveness of enpibyment to changes in Zdemand. If unemployment were simply 2
ratter of instabilitv, there would be litile reason to expect 1t to resoond
strongly to azgregate demand.

We conclude that the existence of a job shortage rust be the central

reality doninating efZorls to evaluate or Zesign structural initiatives tO

improve the labor market for youth. It seens cleer, Jor example, that *he

'y

existence of a job shortagze is of fundamental importance in agsessing tne

-

\s
‘ﬁ‘.‘

policy implications =f the instebility view of teenage unemployment..
have noted the allegation that high turnover is the principal cuiﬁrit in
high youth unemployment rates wnich ylelds policy prescriptions designed to
improve school to work transitions and upgrade teenage workers. Hewever,

in the face of a lob shortage, reduction of turnover will only radistrioute

the burden of uneuployment. Without Job vacancles to be filled, or ai increase
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4

in the number of jobs, reduced instability woufagsimply reduce the frequency
and increase the darapion‘of unemployment spells. ‘

Before we turn to an eva}uation of potential sgructurxl'initiati{;s. it
is useful to review the extent to which s*rong aggregate deman&:can achieve
structural goals. ; key objective of almost all structural programs is to_
aid youth'iﬁ gbta;ning the skills'agd «mployment éxp’rience pecessaf;’to suc-¢
ceed in the’adult world. %hese goals are accomplis?ed t6 ; large extent by
expansionary mécro-economic policies. Between 1969 and l9f6 #e rate of Job

4 !
loss rose by about T5 percent, substantially reducing the ability of }oung
Feople to accunulate experience. Cyclical decreases in the youth employment

rate also cause reductions in on-the-jiob training. %‘gndard estimates (e.g.

Mincer) suggest that an” extra year's exparience raises earnings by abcut 2-3

[}

percent. FEllwood's resul%s in this volume appear to ve consistent wish thi
¥4 - ) ¥

figure. This figure suggests that the 1975-197% recession rajuceé/by a
sigznificant amount the lifetime earnings of the youth pohorty Since each year
0. youth non-employment costs about 520,060, this implies:tégt the extrz non-

employment had a present value cost 6f about 16 billion dollars. This

ke

calculation is a substantial undefestimgte of the true difference which cyclical

-
R

: ~ : Lo : :
conditions can make in human capital forpdtion. It ignores the benefits of both

<

worker upgradirg and the_ likelihood that if labor was in short supply employers
T : (- : ! )

would compete at least in part, by offering-trainipg.- When these factors are

. : \ ’ o .

considered, it is clear that expansionary macroecononmic pdlicy can do a great

-

deal to achieve ‘structural gzoals. . .

&

The Role of Str  iral Policies .

Tel g .

The results in Section III bear out Feldstein ahd Wright's (T2z4) conclu

4

4
/ ‘ ! 3(511.;% !’f
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sion that even if the prime-age male unemployment rate were reduced to wirre-

cedented levels, teenage unemployment rates would remain relatively high,
\
This fact has led many to conclude thi; only structural measures can na<e an

0y
s,

effective dent in the youth unenploymentjbroblem. As we have argued elsewhere,
this inference is risleading. Youth unemployment rates remain so high when

\]
aggregate denand increases in large part because of increases }Q‘partici;atzon
In Clark and Summers {1979) we show that if the mature‘mg&y unepbloynent rfte
were driven down to its 1369 level, and participation were not allowed Lo exzand,
the teenage unemploynent rate would fall to close to 6 percent. The gzuesticn

o —

- 4
. . b’ . . '
remains as to wha¥ if any c0ntr1butzonlstructural neasures can nake. “hese
/

bdad

policies may be diviled into three broad categories: 1) vprograms o al
worxers in searching for joos through job matching or improved information;
2) job training prosgrams desizned to provide wWorkers with necessary siills,
3) Job creation programs desizned to nake available shecial joos for yout:n
groups.

4 detailed review of the evidenze and discussion of the effectiveness of
Job matching, Job training and job creation programs is beyond the score of
{his paper. Our results, however, suggest the following observafions. Tirst,

.

given a shortage of jobs, training and job‘matching prozrans offer little
prospect for zaking a significant contribution %o the solution of the youth
unemployment proolem. Aidiig any single worker through training or improvel
transition to worx will improve his chances at the expense of cothers. Aas
long as there are only a fixed number of Jobs} total employment c¢-nnot we
increased by helping all workers augment sxills or search more efficientlv.

Fach worker's additional search, for example, detracts from the opnortiinities
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open to other worxers and so gencrates a negzative externality. Undzr these
circumstances, belief in training and job matching reflects the fallacy of
conposition. Matching and training programs cannot have the desired effects
unless coupled with an expansion in the number of jobs. If such a2~ expansion
is forthcoming, and employers experience difficulty in filling vacancies,
training and market transition programs could prove useful.

Second, direct job creation through'public employment or private sector
subsidies appears to offer the most promising structural aporoacn to the youth
unenaployment problem. Like tra?ning prograns, the inmpact of policy can be
focused on those groups who acccunt for t- ©oulk of teenage unenploymert.
Moreover, the policy is directed at the root of the problem: a shor{aée of good
jobs. The success of such programs, however, depends on the extent of net
job creation and the provision of sxills and experience useful 1o younzg tersoas
over the longer tera. The eviience presented in Section II suggests that
governmental efforts to provide seasonal jobs for disadvantaged in-schiool youth
have met with some success. The eff ct of other government prograns like the
Youth Conservation Corps, the Job Corps and Public Service Tmployment remains an
open question in need of further research.
Conclusion

This paper has presented evidence on the characteristics ¢1d sources of
teenage unemployment. Our results underscore the dynamic character of the youth
labor market, but suggest that market dynamics cannot account for the dulx of
youth joblessness. The Job instability - turnover view of unemployment is
applicable to the majority of teenagers who experience little difficulty in

moving into and out of the labor force. Most unemployment, however, is cou=-

s L‘J)

L/‘.,
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centrated among those peoyle who are un-uployed for extended periods, and vho

face serious ditficulty in obraining enployment. The results suggest that the
problem of teenage unenpleoymeut arises frow a shortage of attractive jobs. The
evidence in Secticn ITT indicates that a;gregate demand has a potent impact o

the job prospects and market experience of teenagers.

=

‘
L
A |
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FAMILY EFFECTS IN YOUTH EMPLOYMENT

Alberc Rees and Vayne Gray

I. Introducticn

.

Recent work on youth unemployment has advanced tuo contrasting
models of the youth labor market. One view emphasizes high turnover
rather than the shortage of jobs for young people. It can be illus-‘
trated by the following quotation from Baily and Tcbin: 'Much teenage
unemployment, i* is often observed, cames from cissatisfaction with
the av._ilable icb options, a gap between expectations or aspirations
and the realities of low wages and poor working conditions. One
consequence is high twrrover. Even when jobs are available, therefcre,
unerployment is high."l
The other view stresses the shortage of jobs, noting that "The
substantial cyclic response To changes in aggregate demand suggests

that a shortage of job opportunities characterizes the youth laber

market."2

1 . iy . .
Martin Meil Baily and James Tobin, "Inflation-Unemploymant Consequences
of Jcbt Creatisn Policies," in John L. Palmer, ed., Creating Jeos:

Fy

Public imnloviment Prosrans and Were Subsidies (Washangton: Ercoxings,
T975Y, p. 6l

Kim B. Clark and Lawrence H. Surmers, "Tha Dynanics of Youth Une~cloyment",
NBER Working Paper No. 274, n. 52

f (.’_‘:
ol




In Keynesian terms, the first view sees much youth unemployment

as voluntary at prevailing wages; the second sees it as primarily
involuntery. The first vicw suggests that youth unemployment could
be reduced by raising the ratio of youth to adult wages; the second
implies that it could be reduced by lowering this ratio.

—This paper provisionally adopts the scocond view and seeks to
test one of its implications. If there is a shortage of jobs for young
workers at prevailing wages, then there mﬁst be one or more nonprice
rationing mechanisms that determine which young people get the available
jobs. Our special hypothesis is that the family of the young person
furnishes such a mechanism; those young people get jobs whose parents
or siblings have jobs, particularly jobs in which they can influence
hiring decisions. Scme suppert for this view can be fo;Jnd in carlier
studies of the labor-force participation of young pecple. Bowen and
Finegan, who found that after controlling for other forces the labor-
force participation of married wamen falls with husband's income, were
surprised to find that the adjusted labor-force participation rate of
males 1% to 17 in school in urban areas in 1960 rcse thrc agh the range
of other family income between $4,000 and $11,000. In seeking to
explain this, they wrote "We suspect that part of the explanation
turns on the comparative advantage that youngsters in thesz families
have in finding part-time jobs. For one thing, their parents are more
frequently able to help, mainly as a result of their business and

2
social contacts.”™ It is this suspicion that we explore further here.

3

Wlliam G. Bowen and T. Aldrich Fineran, The Fconomics of Laber Torca
Participaticn, (Frinceten, N.J.: Princeton Urn.lversity Press, 1otu), ».2337.




II. The Data Set

The results presented in this paper are from the cross-sectional
data set cziled the "Survey of Incame and Education", collected in the
spring of 1976 (April through July). The full sample is a national
stratified probability sample of households in which 151,000 households
were interviewed. This makes the sample roughly three times the cize
of the Cwrrent Population Survey. The interview includes most of the
information available from CPS interviews, plus a good deal of additional
detail on sources of 1975 income and on education.

We have analyzed data for men and wamen aged 17 to 20 living in
nonfarm households where they are the children of the head. This ex-
cludes those young people who have moved out of their parents' household
to ’live by themselves or establish their dw;m families. The group that
was 17 to 20 in 1976 was 16 to 19 jn 1975, and ore of our dependent
variables measures work experience in 1975. Using the ages 17 to 20
in 1976 rather than 16 to 19 also gives us a less unequal division of
the .sample between those in scrool and thbse not in school.

The distinction made here between thcse in scicol and those not-
in school ic based on whether or not the person had attended school
since February, 1976. The alternative of using major activity in the
survey reference week is only viable for those observations collected
in April and May, since many June and July cbservations were collec:ed
during school vacations.

The regressions presented in trle rnext sectisn are based cn a

. L] Y .
data file we have created that merpes olservations on the young person

34
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with observations on household incame and individual data on other

members of the household 16 years of age and older.

III. Regression Resuits

We have been persuaded by the work of Clark and Summers, among
others, that for young peopie the distinction between being unemployed
and being out of the labor force is not always meaningful, since the
boundary between these states'is so blurred. Accordingly, we use
measures of employment as our dependent variables. The two méasures
shown here are: (a) estimated total hours worked last year (the product
of weeks worked and usual hours per week) and (b) a dichotomous variable
taking the value of one if the teenager was employed in the survey
reference week. The models using both dependert variables are estimated
by ordinary least squares, so that the second model is a linear prob-
ability model.

Ve recognize that this model is not strictly appropriate, since
the estimated probabilities are not necéssarily confined to the zero-
one interval. In future work we will re-estimate the final model by
logit methods. Ve have also run regressions using weeks worked in 1975
as the dependent variable. These are very similar to those t;sing
estimated hours in 1975, but the fits are not quite az good.

Table 1 shows our estimates of the determinants of g?timated
hours worked last year for males and females in school andgout of
school. Table 2 shows the corresponding estimates of the ]’deterrm'nants

of employment in the refercnce week.
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In general, we get significant effects (a2t the 5 percent level)
for variables measuring schooling, race, being in a female-headed
household, and being in a poverty area. We also éstimate significant
effects for the employment status of siblings, but generally nct for
the employment status of the head.

Schooling

Since we are dealing with people whose schooling has often not
been completed, we measure years of school completed relative to the
mean for all people of the same age in the main SIE sample. The
variable "education gap 1" measures the nurber of years above the
overall mean for thosc who are above. "Edu .ation gap 2" measures the
nurber of years below the overall mean for those below. Having less
education than the average of cne's age group lowers employment 'signi-
ficantly in all eight regrassions.

\ The three negative signs on "Education gap 1" in Table 1 seem
to be an anomaly arising because those people with more education than
their age group had a greater than average probability of being in
school last year. In Table 2, where the schooling status and dependent
variables both refer to the same year, *he signs on "Education gap 1:
are all positive.

Income
A second set of variables explored measures family income. The

one used here, other family income, is the income of the household in

1975 minus the earnings of the ycung person whose behavior is being

measured. This has a consisteritly negative effect (not always signi-




ficant) on the employment of young people in school, and a positive

effect (not always significant) on the employment of young péople who

are not in school. In earlier work we used a number of additional
variables indicating whether the household received income in 197¢ from
various kinds of transfer payments. At some stages- of our work, a
few of these variables showed significant negaE}Qe effects on same
measure~ of youth employment. However, they did not remain signigicant
in the rresence of the other variables included in the final model.

Geogfaphical variables

A third set of variables deals with various geographical aspects
of the labor market. The data set places observations in'one of nine
régions of the country. ¥l have included a set of eight regional
dunmy variables in all regressions as control variables, and there are
always some significant differences in youth employment by region.
Variables indicating whether or nct the household lived in an SMSA
or in the central city of an SM3A were not significant. The final
model includes a dummy variable taking the value of one if the house-
hold lives in an area designated by the Census Bureau as a poverty area.
In our sample 12 to 13 percent of youth in school and 17 to 18 percent
of youth not in school lived in such areas. This variable has an
effect that is consistently negative and ustally clearly significant.
For youths in school of both sexes, living in a poverty area reduces
the probability of employment by 9 percent, other thiigs equal. Since
other family income and race appear in the regressions, this should

probably be interpreted as measuring the availability of job opporturi-

-~
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ities in the locality. i

We also tried using a variable measuring the total unemployment
rate in the SMSA for- SlSA's that could be identified in the data set.
The unemployment rate was taken from a published external source

(Department of Laber estimates for May, 1976) and merged into the data

~set. Only about one-third of our observations were in areas for which

we could use this information. The variable did not heve a significant

\ s

- ’/ . . -
effect evem-iM regressions confiped-to observations for which the
variable could be used.’ We might have gotten bettei’ results by gener-

ating unemployment rates by area for.spring 1976 from our own data set.

»

However, this would have required vrocessing data on all households, we

have used oﬂly households including youth.

b ]

Race C
&

We have used “wo variables to identify youth by race, dummy var-
iables identifying blacks and Hispanics. Both are congistently negative
and uéually significant, with the effect of being black being generally

substantially larger than that of being'Hispanic. For regressicns

L

“whose dependent vagpiable is "employed las{ week", being black lowers

" the probability of employment by 17 to 24 percent even after controlling

for schooling

=]

other family #ncome, and lécatiog in a poverty area.
Fcr youth not in school, in the regressions Téﬁie 1, negative coeffi-
cients on the variable identifying blacks are about one-third the size

of the mean of the dependent variable. With other measured variables

equal, we estimate that black youth not in school werked one-third

fewer hours iy 1975 than white youth.




We have tried using a variable measuring whether or not the
principal language spoKen in the household is English; this is less
suécessful than the variable identifying Hispanics.

Family influences .

Vhen we started o&r research, we expééted'to éihd:powerful
influences of the position of the htad of the household'on the employ-
ment status of youth iiving at home. The effects we' find are much
weaker than we expected, Living in a household with a femalejhead
las a negative effect in all eight regressions, and a significant

one in four. Living In' a household with a self-employed male head

‘generally has a positive effect, but this is significant only once

-

-

at the'S peréent level and twice at the 10 percent level.,

| éeté of dummy variables identifying male heads who were not
employed and the major industry or occupation of the employed male
heads performed very poorly. So did an index of three-digit ocoupa-
tions séaled by median income in the occupation in 19€3. Educat;on
of the male head was tried and enterea with a negative sign -- that is,

it acted like an index of permanent income rather than a measure of

-access to jobs. In short, we find very little direct support in this

data set for our original h&pothesis that many youths find employment
through contacts generated by their perents. A* the same time, we
find other family ef{eéfs that we had not anticipated.

-O;r second set'ofvbariables measuring family effects identifies |

the employment status of siblings between the ages of 16 and 24 who are

in the household. Within’this large set, there are four subsets, for

I (’.)

= VP
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older bro+her, older sister, younger brother, end younger sister.u In
each of these subsets, there are two dunry variables, e.g. "older brother
not employed" and "older brother employed;" the base or anitted variable
of the subset is '"no older brecther living at home."

Employment decisions within the household are presumnably made
simultaneously, and our single equation model does not ﬁennit us to
analyze the simultaneity. If we have an observation on a youth named
John who is employed and he has an older brother named Fred who is also
employed, we detect the association3 but we carnot tell whether John
found Fred a job, Fred found John a job, or both were subject to s;me
common parental or éenvironmental influence that increased the probabil-
ity_that they are employed. It should also be noted that if both of
them are between 17 and 20, observations for botﬁ will appear somewhere
in our regressions with many (though not all) of the ircependent var-
iables bein% identical. However, the scheme should permit us to sep-
arate the egfects of job contacts and the family's work ethic from
income effeé%s by examining the signs of the coefficients. The incohé

effect of Fred's working on the probability that John will work is

presumably negative.
As shown in Tables 1 and 7, the positive association of enploy-
ment status among siblings is very strong. For males in school, having

an employed sibling significantly increases the dependeﬁt variable

ThlS schene of clas s*fylﬂg siblings b/ sex and birth-order was
sugygstc kv the work of Claudla Joluin cn the emsplewrant of = outh
in PhlluU‘lphla in 1880. \ )
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in all eight casecs in the two tables. Having a sibling not employed
significantly decreases the dependent variable in all elght cases.

For females and males not in school the effects are not always signi-
ficant, though the signs are almost always the same. Some of the
effects for females are also quite large. For example, other measured
variables held constant, having a younger brother employed irftreases
the chances of a female in school being employ 1 by 15 gercent, or
increases her estimated hours worked last year by 104 relative to a
mean of 440.

The differences in coefficients for siblings of different sexes
may support the interpretation that the sibling variables reflect
information networks in the labor market, rather than local job
availability or parental influence. Because many occupaticns or
industries stil. employ workers predominantly of one sex, a youth ma?
be better able to help a sibling of the same sex find work. The dif-
ferences in coefficients may also arise from stronger demonstration
effects or closer personal relationships between siblings of the same
sex.

The pattern of differences in coefficients is clearest for youth
not in school in Table 1. Having a younger brother employed increases
estimated hours last year fcr a male by 185, but for a female by only 13.
Having a younger sister employed increases estimated hours last year
by 166 for a female, but by only 64 for a male. In both cases thé
larger figure is clearly significant at the 5 percent level and the

smaller is not.




However, we do not want to regard these sex differences as more

than uggestive. Clearly, the results still are subject to several

possible interpretations, and more work is needed to sort them out.

30




Table 1
Determinants of Total Hours Worked Last Year

Youth 17 - 20

Independent Variables Coefficients and t-ratios

In School Not in School
Male Femalq Male Female

ECscation gap 1 -17.6 3.52 -155.8 -89.4
Education gap 2 -51,0 -34.0 -62.9 -68.9
Other family income x 107" -15.3 -1.58 34.7 43
Black - -151.0 -122.4 — -343.3 - - =369.1
Spanish -70.4 . —=60.5 ;230.3 -194,2
Female head -45.5 -3.6 =70.2 8.2
» Male head seli-enployed 34.9 -0.34 uy.3 u6.8

Poverty area -82.0 -68.2 -37.1 -133.8

Older brether not employed -43.5 ~183.5 -52.6
Older brother employed 32.8 26.0 80.1 -23.5
Older sister not employed -60.2 -40.4 -107.0 -57.8
Older sister employed 35.9 17.7 2.8 78.7

(2.15) (1.18) (0.05)

continued...




Table 1 continued.

Younger brother not employed

Younger brother employed

Younger sister not employed

Younger sister employed

Controls for:
Single years of age
Health status
Marriage

rRegion

Nurber of observations

SEE

Mean of dependent variable

- 355 -
In School
Male Female
46.1 -20.5
(-2.60) (-1.24)
132.1 104.4
(6.94) (5.54)
-40.1 -52.2
(=2.37) (-3.38)
135.6 137.2
(6.40) (7.53)
3 3
2 2
1 1
8 g -
9196 8385
.115 .109
511.1 44C.0
511.9 400.0
397

Not in School

Male Female
-178.0 ~-64.8

(=4.75) v=1.65)

185.5 19.2

(4.79) (0.45)
-93.5 -30.6
(-2.53) (0.78)

63.9 166.0

(1.u44) (3.43)
3 3
2 2
1l 1l
8- 8 _ ]
3534 2604

.16y .205
786.7 708.0
1064.2 §25.8




Independent Variables

Education gap 1
Education gap 2

Other family income x 10~
Black

Spanish

Female head

Male head self-employed
Poverty area

Nlder Brother no. employed
Older brother employed
Older sister not employed

Older sister employed

Table 2

Determinants of Bmployment Last Week

Youth 17 - 20

|
Coefficients and t-ratios ‘

In School Not in School
Male Female Male Female
.023 .008 .013 .091
(3.07) {1.05) (0.74) (5.20)
-.037 -.027 -.038 -.053
(5.60) (~3.69) (~6.42) (-7.36)
-.175 -.053 .066 .010
(-3.98) (-1.14) (0.80) (0.10)
-.215 -.171 -.172 ~.238
(-10.95) (-8.35) (-6.41) (-8.13)
-.122 -.087 -.008 -.072
(~4.13) (-2.93) (-0.20) (-1.64)
-.069 -.016 -.056 -.063 o
(-4.31) (~0.96) (-2.68) (-2.68)
.0012 .0055 .047 .072
(9.07) (0.31) (1.82) (2.38)
-.087 -.091 -.025 -.117
(-5.09) (~4.92) (-1.14) (~4.49)
-.139 -.069 -.073 ..057
(-8.03) (-3.72) (=2.46) (-1.62)
.037 .019 C 024 .023
(2.64) (1.3 (1.10) (0.28)
-.079 -.103 -.070 -~.052
(-4.18) (-14.99) (-2.01) (-1.31)
.033 .050 .02 .038
(2.54) (3.08) (1.55) (1.42)
centinued. ..
00
Ve D)
B A




Table 2 continued.
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In School Not in School
Male Female Male Female
Younger brother not employed -.080 -.053 -.072 -.019
(-4.84) (-2.94) (-3.52) (-0.82)
Younger brother employed 121 146 .062 .039
(6.83) (7.54) (2.91) (1.56)
Younger sister not employed ~-.054 -.076 -.011 -.0C2
(-3.41) (-4.51) (-0.56) (-0.07)
Younger sister employed .087 .130 .046 .109
" (4.41) (6.52) (1.89) (3.84)
Controls: Same as in Table 1
Number of observations 9196 8385 3534 2604
k .088 .069 .108 224
|  SEE 477 .483 431 .416

Mean of dependent variable .539 .u81 .710 .672
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Dead-End Jobs and Youth Unemployment

Charles Brown

The hypothesis that one's job affects one's chances of unemployment
is neither new nor very controversial. 1In every year since 1958, unemploy-
ment rates of craft workers have exceeded those of white collar workers,
while those of nonfarm laborers have been double those of craft workers.
Moreover, a substantiai fraction of these differences ameng broad occupa-
tional groups persisfs after controlling for differences in "personal®
characteristics (age, ser, race, education, location) of the workers in

them (Marston, 1976, p. 196).

These observations suggest two alternative strategies fcr further
research: (1) improving the controls for differences in personal character-
istics with more such variables or more sophisticated statistical techniquss;
(2) attempting to characterize occupations in a parsimonious way which
gives some clues as to why such differences exist. This paper {s based on
the second strategy. It focuses on young males: young people because their
unemplqyment rates are so high, males to reduce complications which those

not in the labor force introduce.

Recent analyses of youth unemployment have emphasized "dead end"
Jobs as an important factor in youth unemployment, even in relatively pros-
perous times. Feldstein (1973, p. 14) argued taat
..... high turnover rates and voluntary un~mployment are also a
response to the unsatisfactory type of job that is available to
many young worxers. These are often dead-end jobs with neither

opportunity for advancement within the firm nor wraining and
experience that would be useful elsawhere.

Sim{larly, a Washington Post revort an unemployment among black teenagers

in Washington D.C. .asserted that they
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sometimes refuse to take low level jobs as busboys, dishwashers,
and janitors because they feel that these jobs cannot offer them
money, status, or an ooportunity for advancement....(T)eenagers
often stay at those jobs only long ennugh to buy a certain thing
or qualify for unemployment [benefits]. (emphasis added)

The importance of the conceptual distinction between "low-wage" jobs

and those which offer no chances for advancement was noted by Hall (1970,
p. 395): "trainees in banks and workers in service stations receive about
the same hourly wages, but the trainees have an incentive to work hard

and steadily that is absent for the service station men."

While the relationship between wages and unzrployment has received
considerable attention, the independent impact of cpportunities for advance-
ment has received less attention. Two factcrs appear to be responsible for
this omission. First, while the notion that disadvantaged workers may end
up in jobs with low wages and little prospect of advancement is present in:
the writings of human capital theorists (e.g., Posen, 1372, p. 338), it has
received much greater emphasis 1in dual labor market theories (Piore, 1971;
Gordon, 1372, Chapter 4). Because both attributes are seen as common to
the "secohdary" labor market, the dichotomy betwz2en low-wage, no-advancement
jobs and high-wage jobs with opportunities for advancement has been stressed,
to tne exclusion of separate analysis of each component. Second, existing
occupational indices -- e.g., the Ducan index, the Dictionary of Occupational
Titles' Gzneral Educational Development ard Specific VYocational Preparation
scales -- measure current position rather than opportunities for advencement.
"Apprentice” classifications receive low ratings, because they measure what

a job requires, not what it promises.}

— —

]In the NLS Young ten's file, SVP scores range from 0-9 yeears; apprentice

oczupations are coded 2 menths. For the Ducan index (100-point scale),

the medien scora for apprentice occupations was 32.

101




In this paper, occupational characteristics which are intended to

capture "dead-end" or “secondary market" attributes are used to explain
unemployment among young men. The data--occupational characteristics
based on the 1970 Census and labor-force status and perscnal character-
istics of individuals from the Current Population Survey--are described in
section 1. Characteristics related to opportunities for advancemant are
emphasized. In section 2, the relationship between these characteristics
and youth unemployment is explored. Some support for the "deaa-end" job
hypothesis is found, but several puzzles also ema2rge. Cecnclusions are

offered in section 3.

11 I_’:j
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Data
_— v

The 1970 Census ascertained individual's occupation and industry
in 1965 as well as in 1970, making it a uniqu2 c<ource of data on the
(realized} prospects for advancemant in each occupation. The aspect of
dead-end jobs emphasized in the introduction was tne lack of orderly
career advancement. This suggests that, whatever the average wage which
such occupations pay, those who are in them can't expect future wages to

be much nigher.

The average current wage in the occupation can be measured by wi,
the average 1970 wage of those in occupation i with less than 10 years of
lebor market experience.2 The future prospects of those now in occupation
i are measured by the actual 1970 wage of those .who were in the occupation
five years earlier. Tnus, H{ is the average 1570 vage of tnose who were in
occupation i (with less than 10 years of experience) in 1965, recardless

of 1970 occupations.

HMore precisely, let wi(t, to, j) be the period t wagzs of those whq
are/were in occupation i, with j periods of experience, in period to. “Real-
ized "opportunities fqr advancement” involve 2 comparison of wi(1965, 1965, Jj)
and Wi(1970, 1965, j). If wages grow uniformly at rate g within each occu-
pation-experience cell from 1265 to 1970, wi(1965, 1965, j) = (1+g)']
wi(1970, 1970, j). In the simpler notation of the previous paragraph,

Wi()970, 1970, j) = Hi and Hi(1970, 1365, j) = w;.

2 . . . . . .
Labor market experience since school-lez “pg is ~-asured by age rminus esti-

nated schcol-leaving ege.  School-leavingi2s for zach Pevel of schooling

.}

are from Mincer (1974, p. 33).

40
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Knowing the previous occupation of cach indivicual is critical whan
occupation-changing is comvﬂh.3 Without such information, one is forced
to infer opportunities for advancgment from a purely cross-sectional wage-
experience profile (e.g., Landes, ]977, P. 529). But this compares, for
example, apprentipe carpenters five years out of school with apprentice
carpenters ten years out of school, misz .g the fact that much of the return
to being an apprentice carpenter depends on Eggjbeing an apprentice carpen-

ter (i.e., being a "regular" carpenter) five years later,

wi and w; were tabulated by 3-digit occupation from tne 1/100 Publie
Use File. Average weekly wages were ca]culaged as the ratio of total earn-
ings to total weeks worked in the year pregeeding the Census.4 Average
hourly wages were calculated as total earnings dividec by total hours worked,

the latter being approximated by weeks worked last year times hour worked

in the week praceeding the Census. These averages were pased on rough?y 200

out-of-scnool men with less than 10 years experience per occupational cell --

a sarmple size unattainable with any other data source.

_ Having calculated wi and w§ one can ask which occupations provide

the best prospects for future wages, given the level of current wages, A

3fn the 60 most common occupations (i.e., those in Table 1), occupation-

changing was quite important for those with less than ten years of ex-
perience. The fraction of those in an occupation in 1965 who were in the
sane occupation in 1970 ranged from 17 to 95 percent, tne median being only
54 percent.

4The actual caiculation was slightly more comp]icated W was calculated
separately by occupation for those with 0-4 and 5-9 years of experience,
Tne “final" W was computed as a weeks-weizhtied average of: the two ex-

perience groups, corrected for differences in experience compositicn.

4".;’
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. ' )
simpler answer is provided by regressing 1n(w;) on ln(Hi) and calculating

the residuals.5

Dead-end occupations are expected to have ubstantial
negative residuals, while those in occupations which promise advancement
should have positive ;ésidua1s. Table 1 lists the 60 largest occupations
by tnis criterion, using hourly wage data. The {;;t is restricted to "large"
occupations in order to minimize thé importance of saﬁpling variation. »
It is not'clear ﬁﬁ?ch occupations shaquld be rated high or low on
such an index on a pripri grounds. My own a pricri candidates for high-
adyancement jobs -- apprentice categories -~ _do not appear in Table 1 Be-
cause no apprentice -category achieved sufficient cell size. Other wa,s of
generating Tdble 1 (using weekly wages or a non-logaritnm estimating func-
One distufbing feature of Tabie 1 is the highlratjng given to a few
occupations which seem doybtfu1\as sources of  training  or other avenues

of advancemant (farm 1aborers; gas'sfation‘attendahts). A plausible expla-
\ -

nation for'these "outliers" is that initial wages are so low in these occu-

Apatioﬁs,thqt the individual iéi1ike1y to advance subseguently simply by

w

. 6 - . . , . . .
leaving them. ihus, if some occupations have substantial negative transitery

5Occupations were included in the regression if w; and ”1 ware each based on

- at least 10 observations; occupations, ware weighted acccrding to number of

individuals useu in calculating WS
5An analysis of the occupational transitions made by those intially in these
occupations was consistent with this interpretation. Less than half of the
vorkers in these two occupations wefg in the séme occupation five years later,
and.there was little evidence of systematic movement to related occupations.
(In gereral, the occupational transitions revealed only two patterns: re-
meining in one's prio: vccupaticn was the rost frequent single outcome, and
some warkers in most occupations moved 1o supervisory (foreman, manager,
n.e.c.) positions. Movements 1o 5&1]1-related occupations seemed surprisingly

infraguent.) - g0~
RISV
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. Code
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308

552

222

623
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233
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430
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Occupation
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UOKKEEPENS
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LAWYERS
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effects (low Ni) they might mistakanly show substantial, pcsitive advance-
ment {In w% - 1In wi). This possibility shouid be kept in mind whan con-

sidering the results in section 2.7

A second, somewhat rore tentative index can also be constructed. To

the extent that what is "learned" on the job is industry-specific, those
who are on career paths should remain in the same industry, even if they
change occupational title or accept a position with a divferent employer.
Those in jobs where _.such learning is absent have no particular incentive to
find a new job in the same industry. Thus, a plausible indax of advancemant
opportunities in an occupatien is Fhe probability that a worker in that
occupation will be in the same inéustry at scme point (five years) in the
future. This proéﬁbi]ity was computed directly from the 1370 Cersus 1/103
File, using 3-digit industries.

Table 2 presents the €0 largest occupations according to this incex.
The rankings seem,(to me) more plaeusible than those in Tabie 1, but that
may be due ]arge]y_fﬁFts fact that this index is not constiructed to be un-
correlated with the ]pgarithm of currert wages, so that low-wage occupations
are more prominantly represented among the "worsth occupztions according to

this index. towaver, 1n(Ni) is held constant in the regressions in section 2.

- Three other ocgupationai.characteristics were taken from published
1970 Census data: median years of schoo1iﬁg, perccnt feonale, and percent
black. (U.S. Census Buread, 1973, Tables ! and 38.) Tney are most easily
interpreted as maasures of tne labor-. arket disadvantage of the members.uf

each occupation. They may also reflect the relative oppcrtunities for advence-

7Regressing Wi on the characterisiics of tno
in sclvirg this pronissg

se in each c¢ccupation is not @
helpful first siep/ since regative resicuals

would ba expacied for both
high-training and negative-trensitory occugeticrs.

413 .

¥
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Code

1

1
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1
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31
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Occuoation

TEA(H«+COLL . UN]IV.
CLERSHYVEN
SEC.SCM.TEACH,

THOYE INST. ,REPATRMEN

LAWYERS
ELEM.SCH.TEADM,
PHYSTCLANS:MED.,OSTED,
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DAAETSYEN
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Q2
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Table 2.
Occupations by Industry-Retention Rates

Retentinn N 3-Dipte Occupation Reteniion
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.8150 509. 610  CMECKERS,EXAMINERS, INSPEC. : FANL. 5892
8253 . 666. (15 caRPENTERS 3F36
TTLB1RY 929¢ 280 SALESMENJSALES CLERKS,NLC 5777
+81¢8 637+ 490 MACH.OPERAT. :MISC.,SPEC. +5630
.7208 365 473 Ayt rECH. +5428
$7790 757. 381 STOCK CLERKS,STOREKEEPERS <5562
7712 660 461  MACHMINISTS 5655
$7655 371 440 MINE OPERAT.,NEC eSeio
.7632 662+ 430  WELDENS,FLAMCCUTTERS +5633
$7413 375. 395 NOT SPEC. CLERICAL WORK. 5373
72467 385-' 692  “ACH.OPERAT, :NOT 5PCC. .5330
7178 326+ 795 TRUCK DRIVERS +5330
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3

ment in octupations, to the extent that blacks, woren; and those with less

education choose low- training occupations (Rosen, 1972, p. 338) or are

crowded into them (Bergmann, 1971).

These occupational characteristics were matched to the 1573-75 May
Current Population Survey according to the individual's 3-digit occupation
code. Apart from the restrictions noted above (male, not in school, less
than 10 years of experience), the matching process imposes the additional
requirement that the individual . _port an occupation. This excludes
(1) 211 those who have never worked, whether they are unemployed or out of
the labor force at the time of survey; (2) most of those not in ths labor
force.8 The first exclusion is inherent in the study of "occupation effects";
the second leads to the exclusion of all those not in the labor force from

the regressions presented elow.9

In addition to whether the individual was unemployed at time of sur-
vey, the CPS determined the reason for unemployment. Those who report they
"have a job or business from which [they were]...on layoff last week" are
counted as having "lost" their last job. Those who reported they started
looking for work because they "lost or quit a job at that tims" are counted
as "lost" or "quit", respectively. Consequently, those who dropped out of
the labor force between quitting or 1nsing their previogs job and beginning

their current spell of unemployment probzbly aren't captured in either the

8Those in “"rotation groups" 4 and 8 who had worked in the last 5 years are

asked their occupation by the CPS.

9Those in "small" occupations--those in which published characteristics

; ~ were unavailable or with less than 10 indivicuals in the 1/100 file--were
2lso deleted.

-




"lost" or "quit" categories, though thev are counted as unemployed.

Finally, the CPS files provided several potentiaily important in-
dividual characteristics: race, education, age (and hence experience),
location, marital and veteran statuses. Moreover, hourly earnings and
union membership were' determined for those who were working, who had a job

but were absent or on layoff, or who had worked in the last three months.
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2. Recults

Equations in which personal and job chatacteristics are used to
explain unemployment are presented in Table 3. The dummy variables
indicating being unemployed at time of survey are multiplied by 100,
sc that each regreggion coefficient can be interpreted as that variable's
"effect" on the unempioyment rate, measured in pe. cent. The number
in parentheses below each coefficient is the standard error. The number
in brackets is the product of the regrassion coefficient and the
variable's standard deviation. It reflects the impact of a one standard
deviation change in the incependent variable on the unemployment rate

and can, in that sense, be compared across variables.




The equation in column 1 of Table 3 includes only "personal" char-
acteristics as incependent variables., There are few surprises., The co-
efficients of the three regional variables show that unemployment is
considerably lower in the South than elsewhere, but there is very little
difference among the three other regions (Nor.h East, North Central, and
West). Living in an SMSA or a poverty area is associated with a higher
unemployment rate, and & standard deviation difference in the area poverty
race has a considerable impact. Even with other personel characteristics

coentrolled, whites have an unemployment rate nearly five percentage points
y

lower than nonwhites. Married men with spouses present enjoy considesrably

lower unemployment, while vetrrans' unemcloyment rate is almost one percant-
age point higher than others'. Schocling has a consicarable impact, with
the unerployment rate declining one point per year of schooling. Perhaps
the strongest surprise is the failure of the two experience varjables to
achieve "significance." Experience was defined as years since estimated
school teaving, following Mincer (1974, p. 48). The two experience variables
allow the experience-unemployment relationship to nave a different slcpe in
the first two years than lzter on, in response to Ornstein's (1971, p. 417)
finding that young workers appear to spend roughly two years finding their
place in the labor market. The standard errors of these vcriables' coef-
ficients are increased by the sample selection, which limits the range of
experience, and the estimated effect in the first two years is probably re-

duced by eliminating those without work experience.

Colurns 2-5 reflect the addition ¢f various occupational character-

istics into the equation. Tne coefficicnts of th2 personal characteristics,
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taken as a group, are not greatly affected by the additional

variables. Even granting the crudeness of the occupation variables,

-the small change in the coefficients of the poverty area and race

i
i

coefficients is striking. Schooling does lose up to 40 percent of its
estimated effect (column 5 vs. column 1), suggesting that a non-
negligible fraction of the advantage of those with more schooling
comes from access to "better" occupations,

In colum 2, each occupation's current and future wage, and its
three-digit retention rate are added to the equation. Each is highly
significant. A higher current wage is associated with a higher
unemploymentyrate {(when personal characteristics are ﬂeld constant).10
However, if only the current wage is added to the personal
characteristics, its coefficient is ,156 (.864). The future wage has an
almost equally large negative coefficient, as predicted by the
"opportunities for advancement"” hypothesis. Where the size of this
coefficient relative to those of the personal characteristics is, of
course, sensitive to scaling, the impact of a one standard deviation
difference (three percentage points) is quite large., Finally, ‘he
occupation's retention réte" is negative and significant: Individuals
in occupations in which industry-switching is less common (higher
retention rate) have lower unemployment rates,

A sterner test of the three occupational characteristics is permitted

10Marston (1976, p. 192) found the probability of becoming unemployed

positively related to the individual's wage; Bartel and Borjas
(1977, Table 10) found a negative relationship between wage and
probability of separation (quit or layoff) for those with "long"
tenure, and a non-significant positive relationship for those

with short tenure, in the NLS Mature Men sample.

11
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in column 3, where 10 dummy variables for Census broad occupation grc. s
(e.g., "clerical workers") are added to tihe equation. The occupation's
curreni wage and retention rate are not significantly affected, but the co-
efficient of the future wage variable falls to one third its previous valus
and is no longer "significant" at conventioral levels. The ten dummy vari-
ables are jointly significant at the 1 percent level. These broad-occupa-
tion dummies consistently outperformed an alternative set (white collar,
blue collar, and farm, with service worker the omitted group) in the sense
that one could reject the restrictions of the ten-dummy set's coefficients

which the alternative set implied.

Three additional occupational characteristics are added, with and
without the broad-occupation dummies, in colu=ns & and 5. Once again, .ne
effect of tne current vage and retention rate are not aramatically affected,
but the coefficient of the future wage is considerably reduced Yco]umn 4 vs.
column 2) or eliminated (column §). The standard error of the future wage
variable rises with the addition of the other occupation variables, but the
increase-is not very large. Two of the three new variables (the occupation's
median years of schooling and the fraction of its workers who are b]ack)

have substantial effects on the unemployment rate, while the fraction who

are female does not.

Modest experimentation with the specification produced similar re-
sults. Deletion of the retention rate reduced the current wage variable's
impact (though it rewained positive and generally "significant") but had
little impact on the other occupation characteristics' coefficients. The
effect of the current wage variable was sigrificantly positive when weekly

vages replecad hourly wages, or when the future wage was deleted. An in-

; Q ‘ ‘1 l'. 'iA'
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dustry retention rate based on (about 20) broad industries produced similar,
slightly weaker results. MNzdian years of schooling, percent female, and

percent black were little ffected by these experiments.

The relationship between occupaticnal characteristics and unemploy-
ment which ererges from these regressions is 2 good ceal more complicated
tha;timplied by the discussions ciced in the introduction. The three major
findings are: (1) A consistent relationship tetwaen three m2asures of oc-
cupational advantage (retention rate, medizn schooling, end racial cemposi-
tion) and unemployment is evident. Mhether this reflects ithe current posi-
tion or future opportunities provided by the occupation is unclear, since
quite p]agfib]e 2 priori arguments can be made for either. (2) The coef-
ficient of the future wage variat 1as quite sensitive to the othar occu-
paticnal characteristics included, ranging from bsing a cuite irdortant
factor to a thoroughly negligible one. The moasurement difficulties roted
in Section 1 may help to explain its demise as other, correlated variahles
are added, but this remains a matter of conjecture until these difficulties
can be overcome, (3) The broad-occupation dummics were consistently signifi-
cant when added to any of the equations. Tris suggests that significant oc-
cupational differences in unemployment exist, indepencdent of the variables
discussed above. With service workers as the omitted category, white-collar
and farm workers had uniformly lower unemployment. Among blue collar woékers,
‘éraft workers and transport operatives had consistently lewer urerpleyment

rates, while unempioyment among other operatives and nonfarm laborers was

similar to that of service workers,

Table & decomposes uremployment by reason for leaving last job.

Columns 1, 4, and 7 reproduce coluwns 1, 2, and 5 from Tehle 3, and ralate

411~3
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to toté] unemployment. The remaining <olumns relate to unemplosment due

to losing or quitting one's previous job. Thus, in column 2, the dependent
variable was one (times the scaling factor 100) if thé indi;idual was un-
employed due to losing his previous job, znd zero otherwise ({ncludﬂng
other types 6f unemp]oyment): The difficulties in defining such categories

of unemployment in tnese CPS data should be recalled when interpreting

the results.

Given that less than half of the unemployed fall into either the
lost or quit category, one expects estimated coefficients to be smaller
than in column 1. Indeed, the effect of each variable on "othaer" unamploy-
ment can be gotten by subtracting column 2 and 3 from column 1. In general,
the variables which had substantial effects on overali unemployrent have

substantial effacts on this residual cateszory.

Ameng the personal variables {coluwns 2 and 3), Southern ana Western
Incations are associated with lower “lost" unemployment, but have negligible
effects on the "quit" component. Living in a poverty area has little effect
on either component. The large overall advantage of whites does not appear
‘to be attributable to differences in either the "lost" or “qui¥" components.
.Qeing %arried substaptial]y reduces the "guit" component, but has much less effect on

the "lost" component. Schooling remains a significant, negative determinant

of botn components,

The coefficients of the occupational characteristics vary with the
type of unemployment (columns 5, 6, 8, and 9). The positive effect of the
cccupation's current wage is concentratec cn the "lost" category of unem-

ployment, consistent with an equalizing differance interpretetion, The leck

4(.25}‘
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of impact of occupation's wage on quit ureriploymant 1s surprising.
higher future wage in an occupaticn is associated with lower "lost" unem-
ployment, "significantiy" in column 5 and nearly so in column 8, This is
cor.sistent with the notion that jobs which offer advancement for the worker
are also those which invulve investing in the worker by the firm. The
future wage has no impact on quit unemployment, and a mildly positive im-
pact on non-layoff vnemployment (column 7 - column 8). Thus, there is no
evidence that the promise of higher future wagas nas a significant impact
on the rore “voluntary" components nf unemployment. At a nininum, t%is

. contradicts the emphasis of the “opportunities for advancemant" nypothesis
on quits. The occupation's industry retention rate was significant and
negative for both components of unemployment. Omitting this variable
tenced to increase the othar occupaticnal characteristics' ccefficients,
but not dramatically. Madian schocling has a mocast coefficiert in tne
"lost" unemployment equation, and tha racial compesition of the cccuration
is related to botn components. [Daleticn of the retention rate conce ajain

had little effect on the other coefficients.

nRelated previous research has used the individu?) wage as tne independant

variable: Marsten (1976, Table 7: positive, non-significant relaticnship
to probability of becoming unemployed due to layoff and negative, non-
significant relationship to becoming unemployed b§ quitting); Bartel and
Borjas (]977,5T§b1es 7 and 4: positive, non-significent relationship to
" probability of layoff and significant negative relaticnship o quitting);
Leighton (1978, Table 15: positive, significant relationship to probebility
of layoff); Feldstein (1978, Table 2: positive, sometimes significant re-
“lationship to probability of being on temporary layoff uncrployrant),
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The individuals in Tabies 3 and 4 are “young" in the sense of having
/ ’ Yo . [ *
limited labor market experience, but they are not necessarily young in the
more usual sense, A high schc~1 graduate with 9 years of experience or a

college graduate with 4 years of experience would each be 27 years old --

beyond the age which bounds the "youth unemployrent problem." Thus, Table

5 is restricted to those who are most likely to be part of "the-problem":
those with no more than 12 years of schooling, and less than 5 years of

post-schooi experience.

Comparison of Table 5 with Table 4 shows frequentiy larger coeffi-
cients (with greater unemployment, there is more room for sensitivit;\tu'
the various factors) and much larger standard errors (due to a smaller sample
andﬂ]ess veriation in independent variables). The most striking differences
are the reduced impact of living in-x roverty area, the aimost corplete con-
cenération of the racial effect in the residual unemployn2nt category, and
the lack of any effect of the future wage in the last three  _ations. In

genera],’however, the earlier findings -- both expected and anomolous --

remain.

;ur about 80 percent of the ful} sample (i.e., of those in Tables 3
and 4), two additionai variables are available in the CPS file: union mem-

bership and the individual's hourly wage reate.]2

However, those unemployed
vho hadn't "Tost" their last job were over-represented among the remaining
20 percent, Consequently, among the 18,361 observations for whom union
mem.ership and hourly wage were known, the total and "quit" unemployment

rates were less then €0 percent of thcse in the full sample.

] -~ 1] a
211 én hourly wage was not reported directly, the ratio of usual weekly wage

tu usual hours worked per week wis used as fhe hourly wage.

l}L)c,

o d
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