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Race and Twentieth-Century American Economic History

William J. Collins*

Two recent anniversaries have put a
spotlight on the economic history of
race-related public policy in the United
States — the fiftieth anniversary of the
Supreme Court’s Brown v Board of
Education decision and the fortieth
anniversary of the Watts Riot in Los
Angeles. The Brown decision was a land-
mark in the mid-century reorientation of
race-related policy, as the machinery of
government slowly responded to the
imperatives of the Civil Rights
Movement. The Watts Riot, in contrast,
marked the onset of a wave of civil dis-
turbances that broke out in predomi-
nantly black neighborhoods across the
country. Although they were fundamen-
tally different manifestations of African-
American discontent, the Brown case and
the 1960s riots have two things in com-
mon: first, they often serve as points of
departure in discussions of race and
labor market, housing market, and edu-
cational disparities; second, whatever
their political or symbolic significance,
scholars have yet to reckon fully their
economic significance.

Much of my work has attempted to
measure the effects of such events and
to describe the underlying political econ-
omy and historical forces that con-
tributed to their occurrence. This is
undertaken with the overarching goal of
building a more comprehensive and
quantitative story of the economics of
race in twentieth century America. In
this research summary, I describe specif-
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ic work on the evolution of racial dispar-
ities in educational outcomes, the politi-
cal economy and impact of changes in
race-specific employment and housing
policy, and racial disparities in housing
market outcomes, including assessments
of how severe riots affected the cities in
which they occurred.

Race and Schooling

In 1860, approximately 90 percent
of African-Americans were slaves, and
few slaves (perhaps 10 percent) learned
to read and write at even a minimal level
of competence. Throughout the South,
it was illegal to teach slaves to read and
write; consequently, African-Americans
entered into the post-Emancipation peti-
od with very little exposure to formal
schooling, The literacy rate gap between
blacks and whites born between 1800
and 1860 (and still alive in 1870) was
approximately 70 percentage points.
Robert A. Margo and I use micro-level
census data, a simple model of parents’
incentives to invest in their children’s
schooling, and historical sources to
describe the long-run process of racial
convergence in schooling attainment
from 1870 onward." Despite imperfec-
tions and limitations of the data, it is
clear that the key mechanism driving the
convergence was “‘cohort replacement”
of African-
Americans entered the labor force with
more and better schooling (relative to
whites) than older generations that exit-
ed the labor force. There was nothing
automatic about this process, especially
in the 1890-1930 period when the disen-
franchisement of
enabled administrators to ratchet up the

— new generations

southern blacks

quality of white schools at the expense
of black ones, and as the high school
movement took off in the North (where
tew blacks lived).” In fact, there appears
to have been some racial divergence in
years of schooling for some birth
cohorts in this period. But the incentives
for investing in children’s schooling were
strong (despite labor market discrimina-
tion), and the overall post-1870 story is
dominated by a theme of black-white
convergence. The literacy rate gap
among those born from 1870 to 1909
was about 20 percentage points, and for
the 1910-14 birth cohort to the 1950-4
birth cohort, the racial difference in aver-
age grades of schooling fell from three
to less than one. The work highlights the
importance of intergenerational factors
in the transmission of human capital,
and it provides an important backdrop
to current debates about racial differ-
ences in test scores and educational
attainment.’

A subsequent papet, co-authored
with Otley Ashenfelter and Albert Yoon,
attempts to set the Supreme Court’s
Brown v. Board decision in the context of
the history described above.* Resources
for black and white schools in the South
began to equalize about two decades
before the 1954 Brown decision, but it
was not until the late 1960s that southern
schools truly desegregated. The paper
addresses two main questions. First, after
estimating the labor matket returns to
school quality for southern-born black
men, we ask how much more would they
have earned (in 1970) if they had attend-
ed schools with the same measurable
characteristics as white schools in their
birth state? For the 1920s birth cohort,
we estimate a 6 to 9 percent earnings
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loss. Second, given that school desegre-
gation in the South occurred fairly sud-
denly, is there evidence that pre and
post-desegregation cohorts of southern-
born black students fared differently in
labor markets or in terms of educational
attainment (in 1990)? With numerous
caveats attached to the interpretation,
the answer is
aged non-southern-born blacks, the
post-desegregation southern-born co-
horts earned more than the pre-desegre-
gation southern-born cohorts, by about
10 percent.

‘yes”. Relative to same-

The Political Economy and
Effects of Early Anti-

Discrimination Laws

World War 1I catalyzed the Civil
Rights Movement. Because of wartime
production exigencies, Affican-American
leaders had more political leverage than
ever before. As labor markets tightened,
Affrican-American workers were in rela-
tively high demand; still, they were initial-
ly excluded from high-paying defense-
industry jobs. A. Philip Randolph, a
prominent black labor leader, demanded
(by threatening a march on Washington)
that President
executive order to outlaw discrimination
work. The President’s
Fair Employment Practice Committee
attempted to enforce the first widely
applicable anti-discrimination policy,
thereby opening some new employment
opportunities for black workers and pro-
viding a model regulatory agency for
future anti-discrimination initiatives.’
The policy and the Committee expired
when the war ended, but the drive to leg-
islate similar policies and committees at
the state and federal level continued.

At the federal level, the Civil Rights
Act of 1964, the Voting Rights Act of
1965, and the Fair Housing Act of 1968
were the culmination of the political
struggle to advance such legislation. But

Roosevelt issue an

in defense

long before these milestones, race-spe-
cific policy changed rapidly at the state

level. The unevenness of the diffusion of
anti-discrimination  policy provides
opportunities to study both the political
economy and the effects of such policies
before federal coverage applied a compar-
atively uniform standard to all places at
the same time.

To explore the political economy
that facilitated (or hindered) the spread
of fair employment and fair housing
laws, I combined historical sources and
hazard models.® In short, 1 learn that
throughout the period under study,
African-Americans were a relatively
small and poor segment of the non-
southern population. Nonetheless, the
legislation gradually moved forward
because the efforts of black political
groups (such as the NAACP) were
strongly reinforced by labor unions (pat-
ticularly the CIO) and Jewish groups.
The econometric estimates and historical
accounts of state-level legislative cam-
paigns complement one another in this
interpretation. The hazard model coeffi-
cients, which can be used to project the
likelihood of the adoption of anti-dis-
crimination laws, also confirm the
notion that federal intervention was crit-
ical in the South.

But did the sub-federal anti-discrim-
ination policies make any real difference
for black workers and households? The
results from detailed analyses of individ-
ual-level census data are mixed. I find
that black workers, especially women,
residing in states that adopted fair
employment laws in the 1940s had larger
improvements in their labor market out-
comes during the 1940s than black work-
ers in similar states that did not adopt
fair employment laws. But I find no such
evidence for black workers in states that
adopted fair employment laws in the
1950s.” In a separate paper on fair hous-
ing laws and housing markets in the
1960s, I find little evidence of a signifi-
cant positive effect on the quality of
housing enjoyed by black households or
on the level of residential segregation.’

Although the state fair housing laws
were usually somewhat stronger in cov-
erage and enforcement provisions than
the federal Fair Housing Act of 1968,
they were still considered by many con-
temporary observers to be too weak and
too blunt to make a big difference. The
results are consistent with that sugges-
tion.

Home Ownership, Housing
Values, and Riots

A setries of co-authored papers
explores the economic history of race,
residential segregation, home ownership,
and housing values.” The racial gap in the
home ownership rate (by household
heads) was nearly the same in 2000 as it
was in 1900, approximately 25 percent-
age points. Around mid-century, the gap
widened as whites rapidly increased their
rate of home ownership and as blacks
moved to central cities (where ownership
rates were low), but between 1960 and
1980 the gap narrowed. Even so, the
ownership gap remains large, and in
2000 approximately half of the gap
could not be accounted for by racial dif-
ferences in income, education, location,
or household composition. This is
approximately the same size as the
“unexplained” portion of the gap in
1940. In a separate paper, Margo and 1
find that there was considerable black-
white convergence in the ratio of mean
values of owner-occupied housing
between 1940 and 1970 (from about 0.36
to 0.60) but, again, there has been little
change since. It is notable that the vast
majority of black-white convergence in
ownership and housing values occurred
before the federal Fair Housing Act and
related anti-discrimination policies and
before large numbers of black families
moved to the suburbs.

The unprecedented wave of riots
that rolled through black neighborhoods
in the mid- to late-1960s looms large in
the literature on race, housing, and cities,
but few studies attempt to measure the
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riots’ economic impact. In two papers,
Margo and I set out to measure the
effect of the riots on the labor market
outcomes and owner-occupied property
values of African-Americans.” Most of
our analysis focuses on cross-city regres-
sions of changes in labor market out-
comes of property values on measures of
riot severity, pre-riot trends, and several
city-level characteristics. Instrumental
variable estimates that exploit exogenous
variation in the weather around the time
of Martin Luther King’s murder and in
city government structure provide an
alterative perspective on the riots’ effects.
When possible, we also examine patterns
of change at the census tract level and
using individual-level data. Neatly all of
the evidence suggests that the tiots had
negative and long-lasting effects (until at
least 1980) on the median value of black-
owned residential property and smaller,
but nontrivial, effects on the median
value of all residential property. For the
1960s, the base results suggest approxi-
mately a 15 percent decline in the value
of black-owned property in cities that
had severe riots compared to those that
did not. Our estimates of the effects on
labor market outcomes are more mixed,
but on the whole they suggest a signifi-
cant negative riot effect on black income
and employment. For example, the base
results suggest approximately a 10 per-
cent decline in median black family
income in cities that had severe tiots
compared to others.

New Work

Two new projects will follow close
on the heels of those described above,
though with less focus on race-specific
issues. First, I hope to study the long-run
economic impact of eatly urban renewal
and slum clearance projects (particulatly
in the 1950s and 1960s), which is cur-
rently unknown. Like much of the work
described above, anecdotal impressions
have outstripped systematic analyses of

the policy effects thus far. Second, in a
co-authored paper with Martha Bailey I
demonstrated the importance of the
rapid decline in household service
employment, especially for black women
and especially after 1940, a decline that
coincided with a dramatic reorganization
of intra-household production and a rise
in married women’s labor force partici-
pation." Currently, Bailey and I are col-
lecting data on electrification, household
appliances,
women’s fertility and labor market out-
comes to shed light on the early-to-mid
twentieth century connections between
women’s work in the home and work in
the market.
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