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At some points, the discussion of the paper '""Urban Industrial Structure
and the Relative Income of Non-White Males' which is presented here differs
from that presented at the SERSA Mettings. Suchdifferences, as thereare,
can be attributed to a large extent to the additional consideration of the Ras-
mussen-Haworth analysis initiated by the discussion of the audience which
followed the presentation and by discussions with other SERSA participants
following the close of the session.

The objective of the Rasmussen-Haworth paper is a statistical evaluat-
ion of the determinants of the non-white income ratio. Tothis end they have
constructed a basic model, equation 1, which includes variables which have
a relatively clear economic meaning: Pn/Pw which is the non-white/ white
productivity ratio, U/S, a measure of the relative tightness of the unskilled
and skilled labor markets, 1000/NW, a measure of the availability of empl-
oyment in large plants to non-whites and CR a measure of concentration in
the manufacturing industries. Their equation 2 is the same as equation 1 ex-
cept that the concentration measureis expandedto include the non-manufact-
uring in addition to the manufacturing sectors, equation 3 adds to equation 2
the dummy variables BOR and DS to indicatedurbanarea locationinthe bord-
er and deep south states respectively.

Before considering the implications of the regression analysis, I should
like to comment on the statistical procedures employed by the authors. The
generally practiced and widely accepted convention in the interpretation of
regression statistics is to consider as different from zero (oranyother bench-
mark value) only those regression coefficients whose t values indicate that
the probability of their not being statistically different from zero (the bench-
mark in this case)is not greater than one in twenty, i.e. the .05 confidence
level. Rasmussen and Hazworth however have chosen toaccept as significant,
those coefficients for which the probability of their not being different from
zero is one in five, i.e. the .20 confidencelevel. While thereis nothing sac-
rosanct about statistical conventions, the application of the more generally
practiced but stricter criteria of significance would seen desirable insofar
as it would not alter the major finding especially as theyare concerned with
industrial concentrationand is so far as their primary results are embodied
in equation 3. However eventhough it would questionthe importance of some
of the economic variables, use of the more conventional . 05 standard would
seen consistent with the main thrust of the authors' analysis in that it pro-
vides a means of identifying the importance of intersectional variation in
concentration as a determinate of the income ratio.

With regard to the variables, equation 2 differs from equation 1 only in
the definition of the industrial concentration ratio. In equation 1 the concen-
tration measure refers only to the manufacturing sector where as in equation
2 (and equation 3), it is a composite measure of concentration for the urban
economy including both the nonmanufacturing and the manufacturing sectors.
Clearly, as the authors'anaylsis indicate, the level of industrial concentra-
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tion within the urban economy is animportant determinant of the non-white/
white median income ratio. However, the fact that in equation2 the concen-
tration measure for the manufacturing sector alone was not significant at. 05
level of confidence, while the measure of concentration for the economyas
a whole, equation?2 was significant at the .0l confidence level would seem to
imply that rather than concentration in the manufacturing sector alone it is
the overall monopoly power, particularly as it is associated with the non-
manufacturing sectors, which is an important determinant of the non-white/
white income ratio.

The other major change associated with the incorporation of non-manu~
facturing concentration in the basic model is the significance attributable to
and the sign of the intercept or constant coefficient in equation 2. This would
seem to imply that at the mean the actual ratio of nonwhite to white median
income is less, and statistically significantly so, than an accounting for the
variables included in the equation would lead one to expect. As the constant
coefficient is not significant in equation 1, it would seem that this difference
between the actual and expected income ratioin equation 2 mustin some way
be associated withindustrial concentration and monopoly power in the manu-
facturing industries. However, to the extent that consideration of product-
ivity differentials, the relative tightness of the unskilled-skilled labor mar-
ket, the availability of employment in large plants and the overall level of
concentration in the urban economy would imply a non-white/white median
income ratio which at the mean would be greater than the actual ratio, it
would appear from equation 3 that the source of this overevaluation canbe
attributedto regional, specifically border and deep south states, differentials.
At least, this would seem tobe an implicationof equation 3 which differs from
equation 2 in that the intercept is not significantly differentfrom zero, the reg-
ional variables are both highly significant, and the value of the coefficient of
the concentration variable is about half of its size in equation 2.

Thus considering the results of all three regression equations, itwould
seem that as Rasmussen and Haworth indicate, the level of industrial concen-
tration is an important determinate of the variation in the non-white/white
income ratio among urban areas. However, in addition to this, their major
finding, their regession results also indicate the importance of interregion-
al and intersectional variation in concentration as a determinate of the in-
come ratio.

With regard to the productivity, labor market and employment availabil-
ity variables, when regional variables are included in the analysis, none
could be considered as significant regardless of the statistical standard--.05
or .20 level of confidence. However, in equations 1 and 2 they were signifi-
cant, at least at the .20 level, and their signs are as would be expected.
Thus it would seem that while the economic variables included in the equat-
ions may be of importance in the determination of the non-white /white income
ratio, the predominate factors, including industrial concentration, affecting
the variation in the ratio among urban areas appear to be more closely re-
lated to those factors whose effects vary systematically across regions.

With regard to the interpretationof their overall results the authorsare
correct in saying thatthe positive and significant coefficients for theconcen-
tration measure suggest that '"employment conditions in more competitive
firms are less favorable to non-whites than in monopolistic industries. "
However their statementthat ''this result is a direct contradictionofthe hyp-
othesis that competitive industries are not likely to discriminate in hiringof
labor.'" p.86 does not necessarily follow from the analysis.



If, as the authors argue, firms have ''a surplus (profit)that permits them
to discrimate'' the significant and positive value of concentration measure
could be indicative of discriminatory monopoly actiontoward non-whites, al-
though in positive rather than a negative direction. It would seem that it
could be argued that one possible result of the civil rights movementwas to
reverse the 'taste' of monopolist fromunfavorable preference against Blacks
(if one accepts Becker's analysis of the earlier period) to a set of preferen-
ces which in 1959 were favorable to blacks. Thus while as the analysis indi-
cates that employment in competitive industries appear to be less favorable
to non-whites, the regression results neither negate the possibility that mono-
polists implementdiscriminatory preferences nordo they conclusively indi-
cate whether competitive firms have the power to discriminate.

In the areas of policy, the proposals suggestedby the authors appear to
be supported by theiranalysis as well as by those of others. With regard to
a guaranteed annual income, the arguement that it would remove the push out
of rural areas andthereby reducethe flow of low skilled labor into metropo-
litan areas is probably correctinsofar as it goes. However, it is quite pos-
sible that whilea guaranteedincome may reducethe push out of rural areas,
it may at the same time, reduce the cost associated with migration. Rural
laborers and farm workers often earn some measure of income, whether
market or non-market. To the extent that this income is derived from act-
ivities that could not be carried out elsewhere, a laborer or farmer, in his
decision to migrate must consider as a cost that part of his income which
depends on his rural locationand which he must forgo if he migrates. Inso-
far as a guaranteed annual income would reduce the potential migrants dep-
endence on a specific location for income, it would reduce the costs of mig-
ration. Consequently, while on one hand a guaranteed income may operate
so as to retard the flow of rural migration by reducingthe income incentive,
it may on the other hand, by the elimination or reduction of income depend-
ence on current location, reduce the costof migration and consequently have
a stimulating effect on migration. In the net the influence of these two pos-
sible effects of a guaranteed income on migratory behavior is, of course, not
known. This however does not reduce their importance and serve to indicate
the need for continued evaluation of possible public policy measures.

Finally in urban analysis, many of the problems which are difficult and
many of the questions that are relevant have not been subjected to systema-
tic empirical analysis for no other reason than the necessary data is either
not available orif so onlyso ina highly aggregated form whichdoes not read-
ily lend itself to detailed analysis of urban areas. By their imaginative use
of data the authors have demonstrated that the constraints imposedby limit-
ations and availability of data need not be prohibitive. All in all considering
the difficulties inherent in any attempt to evaluate the nature of the relation
between industrial organization and income distribution, the paper by Ras-
mussen and Haworthon urban industrial structure and the relative incomes
of nonwhites represents a valuable contribution to urban analysis.
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FOOTNOTES

1Acl:ually the measure of industrial concentration in equation 2 (and 3)
equals that of equation 1 weighted by the ratio of manufacturing to total em-
ployment times one plus the sum over the nonmanufacturing industries of
the concentration ratio times employment in the nonmanufacturing sectors
divided by the sum over manufacturing industries of the concentration ratios
times manufacturing employment.



